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FOREWORD

This is one of a series of reports on Econonmic
Controls and Commercial Policies in the Lutin American
Republics.

Other work in preparation by the Commission
relating to trude problems of the American Republics
includes a series of reports under each of the following
headings: Mining and Manufacturing Industries; Agri-
cultural, Pastorsl, and Forest Industries; and Recent
Developments in Foreign Trade.

In the preparation of this report the Commission

had the services of David Lynch, Allyn C. Loosley, and
other membgrs of its staff.
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ECONOMIC CONTROLS AND COMMERCIAL POLICY IN COLOMBIA

;

Introduction

Colombla—~a summary description.

Situated In the northwestern part of South America, the Republic of
Colombia 1/ 1s the only country on that continent with a coast line of
both the Atlantic and Pacific Oceans. Its area, approximately 450,000
squars miles, is about equivalent to that of Ariszona, New Mexlco, Nevads,
and Colorado combined. Colombia is bordered by the Pacific Oeean,
Panama, and the Caribbean Sea on the north, by Venezuela and Brazil on the
east, and by Ecusdor and Peru on the south.

The principal topographical features of Coloambia are the three great
parzllel cordilleras of the Andea, which have elevations as high as 18,000
feet. These ranges, which traverse the weatarn part of the country fros
north to south, dominate the entire economic life of the nation, making
transportation from eamst to west extremely difficult and dividing the
country into reglons which diff'er from one another in climate, resources,
racial characteristics, and economle development. In the intervening
valleys, the Magdalena River and its tributaries flow the length of the
country, affording an important means of commmiocation. The greater
part of the population lives in the valleys, which broaden as they extend
north, To the sast of the Andean ranges is a wast region in which ths
tritutaries of the Orinoco flow sastward and those of the Amazon south-
eastward. The llanos, constituting the northem portion of this region,
consist of natural pasture lands; the selvas, in the southern part, are
forested areas. PBecause of the diverse topography, the climats of
Colombia varies considerably, ranging from tropical in the coastal plains,
the 1llanos, and the selvas to temperate and cold in the higher altitudes.

According to the census of 1918, the population of Colombia was
5,855,000, Im 1942 the number of inhabitants was estimated 40 be
9,523,0003 the density is about 21 persons to the square mile. Most of
the inhabitante, however, live in areas with elevations of more than 4,000
feotj nearly one~third of the population is urban. Bogoth, the capital
and_prineipal eity, had a population of 367,000 in 1940. In that year
only five other citlies—Medellin (185,000), Barranquilia (170,000}, Cali
(113,000) , Manlszales (94,000), and Cartagena {91,000—had populations of
more than 75,000.

The people of Colombia are chiefly of Europsan extraction (about two-
tenths) and mixed races (about seven-tenths)j; the remainder are pure-
blooded Indians and Negroes. Moat of the Negroes live in the coastal
plains and in the tropical vallsys. There has been little immigration
into Colombia since the beginning of the nineteenth century; foreigners
in the country in 1938 mmbered about 56,600. The language of the coun-

try is Spanigh.
The Colombian scononmy. 2/

The soil and climate of Colombia are especially favorahle for agri-
culture which is the country's principal industry. ' More than ono:-t.hj.rd

1/ 0fficially known as Repablica de Colombia.
2/ Thia brief description of the Colomblan economy relates principally
to the perlod before tha outbreak of the war.
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of the entire population ie sctively engaged in agriculture, and nrobably
four-fiftha of the people are dependent directly upon tilling the soil.
Because of the nature of the terrain, however, only & small porticn of
the country actuslly is under cultivation. The important ¢ropz are
coffee, sugar, bananas, cacao, cotton, tobmoco, rice, and indigo. Other
produsts gromn include oranges, pineapples, potatoes, and & wide range
of troplcal fruits and vegetables. Wheat, barley, and corn are culti- -
vated in the Andean regions.

Goffes, the leading crop and the prineipal export, is grown chiofly
in the Medellin district and in the Cauca Valley. Colombia ranke next
to Brazil as an exporter of coffee, and is the world'a leading producer
and exporter of the mild variety. The banana industry is centered in
the Santa Marta region of the Department of Magdalena, on the Caribbean
coast. Production of cotton, which has been increasing in recent years,
takes place in the Departments of Magdalenn, Boliwar, Antioquia, Norte
de Santander, and Santander, all in the northern ‘part of the country.
Sugarcane is growmm principally in the Departments of Cundinamarca and
Valle del Cauca. Tobmeco ip cultivated chiefly in the Ambalema district,
the Departaents of Santander, and the coastal lowlands.

Large areas of Colombia are suitable for graszing, and eattle raising
has long been one of the country's principal industries. Pastorsl
activities are oarried on in the coastal plain, the interior valleys, and
the plateau regions. The llanos of eastern Colombla are an important
potential grasing area, but, because of the lack of adequate transporta-
tion facllities, they are as yet undevsloped. )

Colombian forests are extensive and the range of forest products is
great, Besides oak, pine, and walnut, the foreasts comtain mahogany,
rubber, chicle, balsam, copaiba, dyewoods, and a varlety of medicinal and
other plants, including sarsaparills, ipecacuznha, vaniila, einchona, gum
copal, divi-divi, the castor bean, and the tonks bean, Tagua, or vege-

table ivory, used in making high-grade buttons, 1s an important product,
large quantities being exported.

Colowbla poseesses extensive mineral resources, the most important
of which are petroleum, gold, and platinum. The country ranks as the
third most important producer of petroleum in Latin America, being ex-
ceeded only by Venezuala and Mexico. The output in recent years, most
of which is exported, has averaged more than 20 million barrels annually;
in 1939 it constitnted about 7 percent of the total Latin American out-
pat. In recent ysars the production of gold has become increasingly
lmportant. Exports of the metal, which constitute a considerable part
of Colombian total exports, were valued at 18 million dollars in 1937 and
at 25 million In 1941. PBesides being one of the few platinum-producing
comntries in the world, Colombla is also the principal source of emeranlds.
Ressrves of ocoal and iron ore are extensive, but inaccessibility of most
of the depoelts has retarded their development. Other minerals ocourring
in the comntry include silver, copper, lsad, antimony, mercury, manganese,
mica, sulfur, quartz, natural phosphates, limentcne, and salt, tut most
of thess are not worked on a commercial gscale.

Colombian manufacturing establishments produce a wide rangs of pred-
ucts, most of which may be classified as consumer goods. There is little
heavy industry in the country. The principal produots manufectured in-
¢lude textiles, clgars and cigarettes, beer, alcoholio beverages, flour
and flour pastes, sugar, chocolate, metal manufactures, cement and cement
products, chesical snd pharmacsutical products, vegetahle oils, shoes,
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soft drinks, leather goods, soap, matches, and glassware. Recently
eotablished industries produce rayon fabrics, lard, canned fruits, canned
fish, paper, and cardboard.

Ere-war foreign trade.

Before the war Colombla, ms a foreign-trading nation, ranked seventh
among the Tepublics of Latin America and fifth smong the countries of
South America., Ir 1938 its exports (including goldto the wvalue of 18.8
million pesos), amounted to 163 million pesos {91 million dollars}, i
conatituted about 5 percent of those from the 20 Latin American countries
combined, and somewhat more than 6 percent of those of the 10 South
American nations. Imports into Colombia in the same year amounted to 159
million pesos (29 million dollars), or 6 percent of aggregate Latin
American imperts, and more than 7 percent of total imports into South

America. Exports in 1938 were equal to about $12.20 per capita and im-
porta to about $10.20 per capita.

Exports fyom Colozbla excesded imports in each year of the period
1930-39; in the period 1930-36 the official statistios showsd an excess
of exports each year ranging from 20 milliom (1935) to 48 million dollars
{1930). After 1936, however, when imports wers recorded on a c.i.f.
instead of an f.o.b. basis, the excess of exports was very much gmaller.

Colombian exports cansist almost entirely of agricultural products
{principally coffee and bananas), and mineral products {chiefly petroleum,
gold, and platinum). Three-fifths or more usually consist of coffes,
and one~-fifth of crude petroleum. Exports of manufactured praducts are
negligible. Ristorically, the United Statas has beem by far the prin-
cipal purehaser of Colombian products; in 1938 the country's principal
markets, with the share of the total walue of sxports purchased by each,
were the Unlted States, 53 percent; Germany, 15 percent; the Netherlands
West Indies, 12 percent; and Canada, 10 pereent.

In the decads 1929-38 the most notable featurss of the Colombian im-
port trade were the increasing importance of machinery snd the decline in
imports of textile products; thess trends refiected the growing industry
of the country. Desplte thls growth, however, practically all importe
consist of manufactured products; in 1928, 80 percent of the total con-
pisted of finished manufactures, and 12 percent of semifinished products.
The leading groups of imports customarily are machinery, textile products,
metal manufastures, chemlcal products, and transportation equipment
(largely automobiles, trucks, and other vehicles). On the basis of value,
Colombian imports in 1938 came principally from the United States {51
percent) . Garmanv (17 percent), and the United Kingdom (12 percent).

1/ Excluding gold, exports in 1938 were valued at 1., million pesos {8l
pillion dollare), Inammuch as gold represents the product of Colombian
wines and not the movement of monetary reserves, exporte of gold, from the

standpoint of Colombla, are slmilar in sconomic aignificance to thoes of
other minerals.



General Character of Economic Controls and Comsercial Policy

The role of the Government in the economic life of the netion hus been
less extensive in Colombis thsn in many Latin American countries; nevertheless
numerous controls heve been imposed, both over the internal economy &md foreign
trede. Governmental measures affecting foreign trzde have been wtilized for
a variety of purpeses: To obtein revenues for the notionsl Government, to
foster and protect domsstic agriculture and industty, to promote industricli-
zation, to husband foreign exchange, to promote exports, to mrovide wartime
retioning of scarce imports, and to stsbilize the coffee Industry. Internel
eantrols have been directed to related objectives, among which are the develop-
ment of agricultural resources, the promotion of industrinlisation, cnd, per-
ticularly during wartime, the stimulation of the production of atrategic com-
modities, the rationing of essential industrisl materials, the control of
prices, end the stabilization of the domeatic econcmy.

The customs tariff on imports has been emplsayed both ns 2 source of
Government income apd as an instrument for the protection of industry end
agriculture. Export tixes continve to make & modest contribution to the reve-
nues of Colombia; these taxsa fall principelly on benapas and coffee. There
ere, in addition to reguler tariff duties, & number of minor taxes on imports,
most of which are designed to raise revenue for perticular purposes. Exchange
control was inavgerated inm 1931; since that time, nll exchange tremsactions
have been subject to the supervision of the Exchange and Export Control Board.
Licenses are required for both exports and imports, snd all exchange dealings
are subject to the control of the Bank of the Republic. All imports are
classificd into four categories with exchange preferences extended accordingly.
Globel quotas were established for importe of specified agricultural commoditles
in 1942. To facllitate the program of exchange control, compensetion end
clearing agreements were negotiated with & mmber of comtriss. The signifi-
cance of these arrangements, has declined however, with the new trade relstions
and problems created by the war. In 1940, Colombie becams a signatory te the
Inter-American Coffee Agreement, which eatablished export quotas for all coffeo~
producing areas in Latin America. Since the outhreak of war, specific measures
have buen adopted to mobilize the domestic economy in order to meet the needs
of hemispheric defense; those include reexport control and regulation of the
axportation of domestically produced strotegio materials.

Other measures have oxtended control to various sections of the domestie
economy. These have included fiovernment monopolies operated primarily for
revenue, programs undertaken to promote the coffee industry, and, in more o~
cent years, policies inaugurated to meintain stability under the impact of war-
time dislocations.

Since 1940, the officially spomsored Retional Federation of Coffee Growers
has played an incrensing role in rogulating the coffee industry; rowvenue end

capltnl to finence the Federation's operations heve come {rom the Government.
There are four important Government wonopolies of trade; two, in oneretion
bafore the war, control the sele of salt and ligquor, cnd two, initianted since
the outbreak of war, control the purchose of rubber and platinum,  Seversl.
moasures introduced in response to war conditicns heve inaugurated new controls:
The Exaocutive was given extensive power to imitiate chengoa necesstry to pre-
gerve economic stebllity under wartime conditions; the Rational Superintendency
of Immortetions wos empowered to ration the distribution, amd to control the
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nrices, of essentlal imports; and a concerted progrem was inaugurated to develorp
Colomblats industrial potentinlities. For example, the Industrial Development
Inatitute waa established to investigate, promote, ond finance new industry.
Similer aids hecve been mede availeble to agriculture.

Economic Controls and Comaercial Policy Before 1940

Economic controls in Colombie before the war were concerned primerily
with foreign trade and were imposed for one or more of thres purposzs: To
raise revenue, to protect trade, or to allodate exchenge balences. The very
important coffee industry, more than sny other segment of the economy, recelved
spacinl assistence from the Government. -

The tariff.

The bagic law governing Colombian tariff policy was an act of 1931.1'/
Befors that date, the tariff wes used principally for revenue, but subsequently
it has been employed to stimulate agriculture and certain industrial enterprises
The teriff, on imports, however, is still en important source of nstionul rove-
nwe; during the decads ended 1940, it accounted for epproximately one-third

of the notional revenwss from texntion, compsred with ona-helf in the yocrs
before 191.

Most of the tariff revisions between 1931 end 1940 ware dusigned to
* extend prétection to domestic industries; they coversd & wide renge of srticler
including foodstuffs,other agricultural commodities, and menufactured products.
The world-wide movement toward increaged trade restrictions and control during
the 1920's, which reached a climax in the years following 1930, was reflected
in Colombia in & variety of ways. One was the drive for protective teriffs.
Under the oressura of manufrcturers and other domestic nroducers, ¢ series of
tariff incresses designedly protective wero established in Januery, May, £nd
Soptember,1931. At the same time, & minor number of decreaavs £lso became
effective. The increeses inltiated in Mey were drafted ospocially to extend
protection to agriculture, but provided s well for the stimulation of domestic
production of numerous manufactured articles inecluding shoes, wearing epparel,
textiles, lumber, paper, gless bottles, and soups. An Executive decree 2/
of September 27, 1931, made substenticl upward revisions of the retes alresdy
in effect. This decrev, which epplied to n long liat of commodities, was
intended to tchieve two purposes: To restrict the outflow of gold by reducing
the volume of imports, and to lond further support to ogriculture and to in-
dustrisl production. The offective toriff vutes on most foods, meny orticles
of wearing epnarel, motion-pleture epparetus, and vehicles were doublad.
Increases on two extensive lists of other products were by 2% snd 50 mercont

of the former retes. The high rates of 1931 continued in effoct with minor
modificotiona throughout the period nreceding the wer.

Before May 20, 1936, the date on which the trode cgraement between the
United 8totos end Colombie became effective, the Colombian teriff wos oasen-
tinlly of the single-column type. The trnde agreemont provided for reductionsg
of Columbin’s basic rates on mony items. Thope concessicns were extended to

third countries only on the basie of reciprocs) unconditional d-
nation treatment.3/ onal most-fevore

1/ Law No. 62, May 24, 1931, Diarioc Oficial No. 21695, Mey 22, 1931; lew

No. 79 of June 19, 1931, Diario Oficiel, July 4, 1931, ia ontitled the "Organic
Cuatoms Law® and provides Tor the aEmIniatratior'l of t?'m customs aarv.‘;:a.
2/ Decree No. 1715, Scptember 27, 1931. This decree was promulgated

pursuant to the grent of extveordinary powers permitting the Ex
poriod gf}l ysar, to initiate measurus to reduce imports. (m:c;;:v;;piz; .
24, 1931,

United States Tarlff Commission, The Forei ¢

o
II, vol. ), pp. 141-142; 1942; see nlpo, United States Toriff Go
Extent of Equal Treiff Treatment in Foveien Cowntrios

m , part
mmisaion,

88, pp. 83-84, 1937,
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A law of December 9, 1931, provided for the zpplication of penalty tariff
rates on goods coming from countries not extending most-favored-nation treet—
mont to Colombia; these dutivs yere not to¢ be more than one-fourth highsr
than the existing basic rates,2/ Tha first application of maximum rates, however
wes not decreed wntil July 23, 1936, when they wore made applicable to imports
from Thailand (Siam).

The Colombian teriff ias high, end at present is a triple—colum tariff
policy, the operation of which is determined by trude belances. The maximum
colum (basic rates increased by one-fourth) is intended for cowntries which
buy little from Colombin, or which specificelly obatruct entry of Colombian
products by quotas, oxchange restrictions, or high customs dutiss. The basic
or intermediete column applies to cowntries which purchase substantiel quen-
tities of Colombian products, ond which nlace no special restrictions on such
importutions or payments therefor. The minimum columm (conventionel reducticns
balow the bosic retes) ie extendad to third comtries only if they are entitled
thereto by wnconditionsl most-favored-notion agreem:nts.

Mcy 1931 beceme effective by thirds et intervels of 30, 60, and 90 doys.

This wrinciple of effecting chenges by installments hrs rlso been epplied in
the cese of toriff reductions. In 1931 those decrecses which vere mede were
opplied by tenths—the firat efter 90 deys end the remelnder at 30~doy inter-
vals thereafter.

Colombian tariff reates ere almost exclusively specific, e&nd rll but ¢
few rre levied .on weight. . The principal erticles affected by ed veloren
retes are vehicles, including nutomobiles und trucks.

The Executive hus limited autonomous tariff vowers; he hos been vested
by the Congress with the authority to impose penalty duties. 4s elready
stuted, a lew of December ¢, 1931,%/euthorized & second schedule of import
duties, 25 percent higher thcn the prevailing rates, to be applied to the vrod-
uots of those countries which in the judgment of the Executive do not ude-
quately focilitate the imnortrtion of Colombian nroducts.

Still another administrative control over the turiff, not, howevar, lodged
with the Executive, is the power to incornorcte Into the turiftf schedule com-
moditiea not specifically provided for in the lew. Since Dggember 1931, this
responsibility has been vested in the Supreme Customs Court £/ In sddition to
its eppellate responsibilities, this tribunsl, on its own initietive or upen
applicetion by an interested party, may fix the duties apolicuble to merchendise
not specifically designated in the teriff, but may not trensfer items from the
frea to the dutieble list. This euthority is not limited to the rasimiletion
of merchandiee into clapsifications already vrovided in the teriff, but ¢t times
mey ba exoreiged to estebligh new classificetions und ratea. The rrtes of
duty thus fixed by the court have the force of lew so long cs they cre not &n-
nulled by legislative action.

Additianel imposts on lmports.

In addition to the duties levied in the customs teriff, seversl levs
provide for othor imposts to be levidd ageinat imvorts, including & cancli-~
zation tax, mumicipal taxes, a surcharge on imports by parcel nost,_gnd con-
sular fees, The cenallization tax, which beceme effuctive in 1931,2/ gnplies

1/ Law Ho. 135, Decembsr 9, 1931, Disrio Oficial, December 16, 1931.

2/ Law No., 79, Jume 13, 193i; &nd Decrue No. 2274, Decomber 18, 1931,
3/ Decree No. 945, July 15, 1930, modified by Decrue Law No. 1031, June 19,
1931.
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only to merchandise imported through customs houses on the north cocst of
Colombia for transshipment to the interior, &ond is levied for the purpose of
soecuring revonue for the improvement of nevigotion focilitias on the Megdalena
River. I!} providea for ¢ levy of 1.50 pegos nor metric ton (ebout 71.00 per
long ton)d/ on foodstuffs and prime nocessitics imported for terensshipment-to
the interior, 3 pesos per metric ton on raw materiuls end urticles indispen-
seble to industry, 6 pesos on ordinery commodities of commwrce end nonlwuxuries,
and 12 pesos on dispensable or luxury articles.

The law of 19312 provides for ep nddittonsl charge if imported gooas
enter by parcal post; this surcharge amounts to 15 percent of the beaic
duties. MNunicipel texes ars lovied by different mumnicipalities in Colombia
on various classes of imports; these texee very ceccording to the municipslity
and the commodity. There are nc consular fees, ss such, but in lleu of them,
exporters sending commodities to Colombia are required to pay a series of stamp
feep applicable to the vmrious shipping documents. In addition te the charges
emumornted, Colombie imposes also a number of tonnoge taxes on veasels enter-
ing its ports, for the purpose of financing various alds to navigation.

Export duties.

During the decads before 1940, export taxes pleyed a minor role in the
public finonces of Colomblia, accounting for only sbout 1 vercent of the netional
revenue. Export dutles have been levied nrimarily on coffee, the chief export,
and {since 1931) on bananes, which rank fourth in velue of exports. Other
taxes have been imposed on tagua nuts, and platinum. Similarly, Colombia has
imposed & saverance tax on forest products at the time of exmortation. The
export tax on coffee !y.s 10 centavos per beg of 60 kilograms./ before 1937;
in May of that yeer,Z it was increesed to 25 centavos par bog of 70 killograms
(sbout 1/10# per 1b.). The export tex on bonanas provided for in,a law of
1931,2/ 1¢ 3 centavos per bunch. The levies on exports of tagua mute end
platinum are, respectively, 3 amd 5 percent ad velorem.

tem exchange control.

Exchange control in the inter-war period, not only in Colombia but
throughout the world, was largely a product of the economic crisis of 1929.
‘The disruptions of foreign trade created by the depression and the world-wide
financisl insecurity, world-wide in its scope, induced many countries to re-
sort to exchange-cantrol messures in order to avoid, if possible, currency
“dspreciation, debt default, and further deterioration of the domestic economy.
Exchange control during this period waa first inavgurated in Europe in 1931;
since then numerous cowntries bave adopted such programs. Colombia was the
third of the Latin American Republics to take this atep.

Exchange control$/ nas been 1n effect in Colombia since September 2
1931,.'{/ #hen the regulation of mll reaittances and funds in anypfom wasl.c,lele-
gated to the Exchange end Export Control Bosrd (Oficina de Control de Cambias

g'rho metric ton is 2204.6 pounds; the long ton, 2,2,0 pounds,
1931.1'“ No. 62, May 14, 1931, Diario Oficisl; Luw No. 2224, December 1%,

g I.I:w Ro. 76, 1927, -
® Ho. 41, effective September 1, 1937.
g// :: N:. 30 and Decree No, 2223, 1‘;31?3‘7
ted States Tariff Commissi Th
uz'/'g. :’ St o o on, The Foreigm Trode of Latin Americs, part
w No. 99, 1931, auvthorized tha Prasident to auspend
th
€0ld end control exchenge operations; Decree No. 1682?680pu;b£:e;4m;;;;“e:£
tablished exchange control; Decres No. 1871, October 21, 1931 oroai':ad t.h;
Exchange Control Board; and Decree Nos. 2091 end 2092 Novab;r 1931, modified
the above powers and procedures, ! ’ ! °
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¥ Exportaciones). In addition to the control of exchonge trensactions, the
country's gold preoduction and export trade in gold zlso ware placed under the
same avthority. Since then, exchange control hus been applied with verying
degrees of stringency.

The exchange regulations have besn modified from time to time. In
goneral, they have required delivery to the Central Bank, et the official
rate, of a specified percentage of the exchange arising out of exports of
certaln commodities, the remaindet being available for disposal in the free
market to holders of exchange permits. The Control Board attempted to main-
tain & balance in the internaticnel transactions of the country., Exchange
balances wers usually sllotted each week by the granting of permits for the
purchase of exchange in amowmnts eqdal only to the foreign exchange delivered
to the bank by exporters snd by producers of gold. Applicants for exchange
generally were required to make a prior deposit equel to a stated percentage
of the exchange requested in order to check speculative trensactions and to
inpure that exchange would be used as authorized.

Importers were required to obtain import licenses. The Commission
adhered generally to a policy of giving preference to certain types of trans-
actions, Luxury imports were frequently prohibited, and exbhenge was made
avoeilable only for "necessary econcmic ends", which uncluded imports not on
the prohibited 1list and the servicing of the foreign debt. The granting of
the license did not carry with it a gusrantee that the needed exchange would
be available, but importaru generally experienced little difficulty in this
connection.

. The Stabilization Fund.—An agency destined after 1940 to become an
influentlal factor in the exchange-control system was t. e Stebilization Fund
created by decree in 1933 and approved by law in 1935.1 The resources of the

Fund were originally created by a contribution of 1 million pesos by the
Government from the profits derived from monetary devaluation; nadditicnal
capital ceme from annval contribut.io representing ¢ percentnge of the
profits of the Bank of the Republic.2/ The Fund wns empowered to buy cnd sell
Stete honds, with the chjnot of stabilizing thelr prices ond of infloencing the
money market in apy memmer which might be deemed in the mational intervst.< The
operations of the Fund have been subject to the control of the directora of

the Benk.

Import quotas.--No comprehensive system of import quota controls seems
to have been authorized or inaugurated in Colomble. The Exchange end Exvart
Control Board, however, his on several occnsions used its suthority to ello-
cate exchange on & commodity basis end to differenticte cmong commodities in
the assignment of exchenge retes, On October 1, 1936, the Government insti-
tuted e ayatem of restricted motorcar imports based on quotas for the wvarious
producing countries; in 1938, quotes were prescribed for the importation
woolen and cotton textlles. In the same year, pursvant to a law of 1936~
designed to stimulate domestlc, nroduction of copra, its importation wes re-
stricted to zn annual quota,

r e agreomants.
Colombia is e party to & mmber of commarclal trentlies end egreements

in which reciprocsal most-favored-nation treatment ls gurranteed. Many of
these date from before the economie¢ crisis baginning in 1929. Among the

_y Law No. 7’ 1G35.
_/ Iaw No. 167 of 1938 1noreaaed the Government contribution to 3 million
pesos.
: » June 30, 1930, pp.

22-23.
Article 5, Law 94, 1936.
Law No. 199, November 30, 1938, Dinrip Ofleisl, No. 23939, December 1,
1938. This quota was modified in 1939 by Executive Resclution No. 1515,
Ootober 7, 1939, Dlapig Qficinl, No. 24192, October 11, 1939.
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nations with which such agreements woere in effect at the close of 1939 were
Belgium, Bolivia, Brazil, Chile, Costa Rica, Czechoslovtkie, France, Hungzry,
Jepen, the Netherlands, Portugal. Spein, Sweden, Switzerlund, the United
Kingdom,and the United States.lf A sepcrote agreement with Peru, nagotizted
in 1933, provides for a customs union betwsen the two countries covering the
trade across their common border zlong the Amnzon.

A significant step in the commercial relations between Colombia end the
United States was tho signing of e trede egreement, effoctive May 20, 1936.
This agreement provided for veciprocal tariff concessions on many items and
for reciprocal most-favored-neticn customs treatment.

Compensation end cleering egreements.—Closely related to and supple-—
menting the eystem of exchange control have buon the compondation snd cleoaring
agrooments concluded between Colombis rnd other eowumtries. These cgreements
conatitute bilataral attempts to balence the trade betwren the contrecting
nations, in order to facllitate export and import trensactions without the
pecessity of transferring funds. The effact, of course, is to chennalize
trade between the signatory aatlons end to subject nll commirce between them
to control. These measures were adopted in pert to nresarve the stebillty
of the currency system, and in part bucouse Colombic, like mony other raw~

moterigl-producing pations, was forced into bilsteralism to seacure or meintcin
marketa for its export products.

During the period 1934-38, Colombia comcluded formal comnenestion or

clecring agreements with Italyy(‘l.‘i_'ﬂ., 1936, 1938}, Germnnyy {1935, 1927,
1938), Czechoslovakie (1936, 1937), Denmack (1937), end Norway (1938),  Trade
with a number of othsr cowntries beacame compensatory in choracter, primarily
‘because of action taken by the Exchongs end Exvort Control Board. Such was
the situation which prevailed in the trede with Spuin, Thailand (Siem), the
Soviet Union, Chine, Austrie, end Czebhoslovekia,

Nutione} aidg to agriculture,

Colombia 1s essentially en epricultural country; consequently, a number
of the more prominent meapures of Government control have releted to egricui-
ture. The protectlve tariff Increcses of 1931 were extended to numerous
agricultural products. In 1938, the Naotional Cotton Doard wes crected, end
imports of raw cotton end cotton yarne were made sublect to the approval of
thet body; the policy invoked wep to rostrict forasign purchases to such
quentities as could not be produced domestically. It was at this time thet
the quota for cotton imports wns esteblished. In eddition, thue Cotton Board
was given the responsibility of studying local sroduction end industricl needs

1/ United States Tarlff Commission, Heferance Menuel of Letin Americon Com—
mercial Treatles, 1940.

2/ A clearing agrsemsnt between Colombin and Italy was conclude :
but was terminated in 1935. 1In 1936, o nuw cleurigg egraemsnt 'n:al:izx:,
and on April 28, 1938, an agreement involving import quotas end clearing ’
arrangements was concluded. In 1929, Colombian imports from Italy were
greatly in excess of exports to that country; in 1932, there wos & smell ex-
port belance in favor of Colombia, Colombien exports to Itely in 1926 ond

1937 wore double imports from Italy, but in 1938 imports and exports were
almost equal,

3/ Trede betreen Colombia &nd Germany ves pleced :
besis in December 1934. [From November 1935 to No\,:gb:,‘: iggzrm::l::zlx:a::::n
govarnud by an agreemnt of November 1935, which contemplated & balenced trode
between the two comtrius. A balanca udverse to Colombis riaultad, hove
and on November 10, 1936, the Exchange Control Rosrd virtuelly sus ’ndod Ier'rts
from GQermany by limiting parmits for such imports to raw nwtariu.lgp: 4 moo
ties urgently nueded for Colombian industry. : nd commodi-

On June 1, 1% ;
provided for a bilateral balencing of Colombian-Gorman t;u;a?v. # mow sgracment
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in order to sasure tdequate supplies of cotton textilee for the domestic
markat. ‘

The Apricultural Credit Bank.—From time to time, numerous sunplemental
aids heve been extended to egriculture. These have included government-
sponsored programs to ocourage the cultivation of cotton, sugear, rice, snd
cocon, cnd the use of modern egricultural techpniques, Credits hove been ex-
tended for these purposes through the Agricultural, Industrial, and Mining
Credit Bank (Coja de Crédito Agrario, Industrial y Minere). Two important °
rrojects of this sgency heve bsen the distribution cof barbed wire and stoples
to agriculturists end stock reisers st cost, cnd tho use of & revolving loen
fund to muke similer distribution of fertilizers. Through the agoncy of the
Netional Procurement Office, cnother fund wes created te allow this Benk to
punchase and import various supplies essential to development'of sgriculture.

An activity similaer to thome just described, but not finaneced by the
Bank, was the creation of the National Veterinary Supply House (Almacén

Nacional de Drogas e Implomentos de Uso Veterineric} In connection with
this project, & permenent revolving fund wne oatablished for the purpose of
maintaining stocks of veterinary drugs, insecticides, amd other supplies
necessary for the protsction of the livestock industry. The merchandise
thus purchaped is made avallable et cost to farmers mnd livestock declers.

ional Faderatign of Coffee Growersg.

The Colombian economy is particularly dependent upon ths coffee indusiry.
Coffen is the predominant commerciel erop,?/ end by far the most important
export commodity. During the past 30 yeers, this oroduct hos constltuted
from 40 to 80 percent of all exports; the proportion for 1940 wea 49 percent.
It is estimated that one-fourth of the entire population of the natiom is
dependent directly upon the coffee-growing industry for its livclihoed.
Colombia ranks sscond &8s a world sourece of coffee and is the chief source of
mild coffee.

Bafore the wer coffee growsrs in Colombia had & more faverable inter-
natlonal position than the producers of moat cgricultursl crops throughout
the Awericas. Bocause of the high qunlity of the Colombian product, and be-
couse of indireet support received from Brazilicn coffee control measpures,
Colombia's output was subject to an incressing demand, The problem of sur=
plusas did not plague the Colombien coffeeo grower, and before 1940 there had
never been a heavy accumulation of stocks from one year to another, as wus
truve in other producing countries,

The Government cf Colombie, however, has supported an organization of the
coffee indvstry ln messures for lmproving conditions, including efforts to
influence prices. In 1928, under the authority of a law of 1927, the Rational
Federation of Coffee Growers was organized under the aegis, if not the sponsor-
ship, of the Naticnal Government. The Federation operates under a contract
with the GCovermment, by the terms of which the Government is vepresented on
the Control Board and participetes directly in the formulation of policy.

This somlofficial agency of the Government is composad of planters,
growera, brokersa, and bankers intevssted in coffee. The Faderation is respon-
sibla for establishing quality standards snd grodes, and it inspects all coffee
to seec that it is properly classified, graded, tnd marked. Probably 1ts chief
function, howover, hug been to initiate measures to stabilize prices. Foliow~
ing the Pan-Americon Coffee Conference in 1936, the Federation embarked upan
a program of coffee buying end pelling with the purpose of using its resources

1/ Decree No. 2991, Decembar 5, 1936, Diario Oficial, March 1, 1937.
2/ Kathryn H. Wylie, The Agricultural Economy of Colombia, Foreign Agricule
turs, vol. V¥, No. 12, Decembor 194l.
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to ptabilize the New York price of mild coffee. This nrogram involved

tha purchose of Colombian grades whemever pricas feil dalow & desigonted
minimm, and the subsoquent resale whenever such action would be most advan-
tageous. Since 1936, therefore, the Federation hLis engcged in extensive
deelings in the coffee merket.

Most of the resources employed by the Federation to finance its buying
operotions have been supplied by the Government, in the form of losns or
direct contributions, Ecrly in 1ts operatlions, the Federation obtzined &
losn of 500,000 pesos from the Bank of the Republic-to be used ms & revolving
fund to finance its stabillization dealings; in 1937, this was increased to
1 million pesos. Additiocnal credit was made svailable by allowing the Feder-

ation to discount warehouse receipts at the Bank up to 75 percent of the market
price,

Another bond in the relationship between the Govermment and the Federati
has been the direct contributions to support its overutions. A lew of 1927
placed an export tax of 10 centavos on each bag of 60 kilograms. The procesds
of this tax were made available to the Federation and were used to grant locns

* to growers on thelir harvested crops. 1In 1937 thin tax was increesed to 25

centavos ner bag of 70 kilograms, and the entire proceeds were allotted to the
Federation.2/ During most of the period between 1935 and 1940, & 10-porcent
tax on coffee-oxport drafts supplied additional funds to the Fuderstion

Governmant monopolies.

Direct Govermment participation in tho industrisl life of the nation has
been quite limited. The Government has meintained a monopoly of the arlt
deposits vhich are administered either directly or in its behalf by the Bonk
of the Fspublic. Despite difficultiss of administration, thls monoocly lies
returned revenues of nearly 3 million peses ennually, or neerly 5 percent of
the arnual budget. Another monopoly veserved to the Government since 1905
is the distribution of aleccholle liquors.!t/ Subsequent legislation ceded this
monopoly to the departmental governments; they are sald to receive noarly 50
percent of thelr revenuwes from this source.

Emerald mining in Colombis is also carried on us o Government monopoly.
Colombia is the world's principal source of emoralds; during the present
century, howsver,the mines have been worked omly pericdically. In orainary
times, the entire output is 8sold inder contract in Paris.

il

Economic Controls and Commercial Policy Bince the Qutbreak of the War

Three importent considerations heve influenced tho formulation of Colom-
bisn economic policy since the outbreak of the war: (1) The industriel re-
porcussions of hostilities as they affected the domestic aconomy, (2) the
progran adopted by the nations of the Wostern Homisphere for econcmic colleb—

oration cnd mutual defense, and (3) the severance of diplomatic relations with
the Axie Powers immediately after the attack on Pearl Harbor.,

Colombia has probably euffered logs severaly than other South American
countriss from the closing of European markets by the war and by the blackade.

7")/ Lew No. 76, 1927,
Law No. 41, effective September 1, 1937.

3/ Low No. 21, 1935.
4/ Legislative Docres No. 41, March 3, 1905.
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The export demand for Colombisn coffee hald up vemarkably weli, at least wuntll
1940. HNevertheless, the impact of the war crected serious problems and dig-
ruptions; supplies of essential rar materiels and industrial machinery were
restricted or cut off, and shortages of exchenge celled forth new regulations.
Colombia's cooperetion with the other nations of the wastern world to achieve
the objectives of hemisphoric soliderity made inevitable the inmuguration of
new messures and controls. These included the delegation of emergency powars
to the Exacutive, the control of strategic exports and reexports, the ration-
ing of essentisl imports, end the stimulation of domestic produwetion. One of
the most important steps taken since 1940 has been the signing of the Inter-
Americen Coffee Agreement, by which the 14 lesding coffee-producing coumtries
of the Western Hemisphere, in cooperation with the United Stutes, ipitiated &
program for a more orderly marketing of coffes.

Modification of import duties.

Since 1940 the basic essentials of the Colomblen tariff system have been
retained with few changes of importonce. The revisicnz which have been ef-
fected, both upward and domnwerd, are guite consistent with the recent policy
of offering assistance and protection to demestic induatry, zlthough war con-
ditions have tended to leasen the quentities of goods obtaineble from foreign
countries and the consequont reeson for protection. In 1940, two incresses
in the tariff were made; one raised the duty on perfumed snd medicincl soaps
by 70 percent,®’ end the other increased thot on manufgetured articles of
leather by 50 percent. Tariff reductions also were few in wumber, snd it 1s
significant that these were motivuted genertlly by the deslire to extend esssist-
ance to domestic producers., Just before 1940, Colombian producers of vegetable
lard substitutes were given temporary aid in their competition with imported-
onimal fats by means of a substanticl reduction of the duty om copre. This
assistance was extended in 1940, and was subjected td both a time limitetion
and & quota. Llate in 1941, babagsu nuts were classified to permit them to
enter under the seme conditions as copra.2/ The polley of fostering domestic
manufectures was also invoked in measures granting teriff reductions on the
following industrin) raw materisls: Wood ma {1939) .1/ pechenical
wood puln (1940),< and netural silk (1940).™ The net effact of two decrees
in 19425/ wms & raduction of the rate of duty on crown corks. This chonge
was depigned to aid the domestic bottling end brewing industry, which had be~
come handicapped by tin-plate shorteges created by the war,

The Colombian tariff has thus remained feirely constant since 1939, as
have the other cherges collected on imports. The only chapge in such charges
has been a reduction in the cannlisation tax, collected as a surtax on imports
. through the north coast pog of Colombia, This tax was reduced by ocne-fifth,
effective Jaguary 1, 1941,

r nt; .

Export controls employed by Colombla since the war have been of three
types: The use of export tsxws, s cattle ombargo, and the establishment of
export standords. Since 1940 the export-tox system has been continued with
little modification except the imposition of an exmprt duty of 1 centavo per
kilogrem on cattle hides, effective in July 1942.2/ The embarge on exports
of cattle, one of a series of mesgures to nid the livestock ustry applied
to the expor on of breeding stock of designnted ctrains. A decres of
November 19399/ prohibite the export of any native seeds, plants, or shoots

)/ law Ro. 58, December 20, 1939.

2/ Rusolution No. 442, Decombor 24, 1941,
Docree No. 504, Diario Oficiel, March 15, 1940.

4/ Decres No. 1404, Diario Oficial, July 23, 1940.
Decree No, 868, March 31, 1942; and Decrse No. 1762, July 18, 1942.
" Law No. 111, December 21, 1940, Diario Oficial, December 27,31940.
Decras No. 1698, July 15, 1942. -

8/ Decree No, 1455, Diario Oficial, July 26, 1940.

Q7 Decree No. 2202. November 20. 1939.
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unless nuthorized by the Ministry of Rational Economy, and requires that all
lumber products be marked as produced in Colombin. This decree rapresents
a part of a national conservation program for forsst resources.

Numerous recommendations hove been mede by marketing experts to the
effact that the stapdardization of grades and the ndequate labeling of nproducts
would prove advantageous to meny Latin American industrios. In line with these
recomendations, the Governmwent of Colombia establieshed regulations governing
the grading, merking, and packeging of tobacco for the purpose of securing o
vendier scceptance of the Colombien product in foreign markets by establishing
a reputation for uniformity in weight end quality. These modifications still
leawe Colombla with a very limitsd number of exmort controles. Imdiractly,
of gourse, the system of exchange control wust be considered also as & control
of exporta. -

Colombia has entered into or extended the duration of aix commerclal
sgrasments since the outbreak of the war. Most of theso were in process of
negotiation bafore September 1939 end were promulgoted sgon thereafter. Thus
far, the war appatently has resulted in no alteration of pest commercisl
pelicy.

Probebly, moat significant new agreement was that with Ghilo#/ rati-
fied in 1942, This treaty provides for unconditionsl moat-faverod-nation
treataent between two notione and, in addition, for numerous reciprocal
tariff concespions Your additionnl unconditional most-favored-nation
treaties wore approved by the Colombien Congress shortly after the outbrea
of war opo, These ements were concludsd with Norway,% Italy,
Hugary,# and Argentina In all of these ngroements the contracting parties
granted wmoonditional most-favored-nation treatment in subptantially all matters
rolating %o commerce and navigation, inelud customs dutiea, internal taxes,
import quotas, and foreign-exchange control Another commercial mgreement
with Venezusls in 1941 extended a previous arvangement negotiated in 1936 whers-

by speaified quant!.upg/ot Vanezuelan salt and cattle were permitted to enter
Coloabla free of duty,

'\ Unlted Stites Tariff Comulsaion, Reference Manual of Latin Amoricen Come
%LQMQ_, 1940, p. 97, for notice of the negotiation of this treaty.
Ratified by the Colombicn Congreas on December 21, 1940, and by the

Ghilean Congress cn November 20, 1942,

3/ Under provieioms cf the agreement, Chile accorded reduced duties om a
puxber of Colombicn exports, including canned and dried tropical fruits and
tobacco,.  Colombic, on its part, granted lower duties on a iist of Chilean
products including cenned cereale; vegetables; fresh, dried, and canned
frult; wepecified meats; evaporated, condensed,and powdered milk; shellfishj
and certain tanned akins. Each of the contracting parties agreed to bind
oxisting rates on & nuaber of producta, Perhaps the most important of these

concessione is the omo in which Chile egresd to bind the im

port duty on coffee
tog:uur with other meusures deplgned to inoroase its importation of Colombianm
ooifeon, '

Dario Qficiecl, December 27, 1937.
Ibid,

% QI:;:;LQ Qgic{n;, Decamber 28, 1937,

In these agrooments, howover, there was the u
mopt-favored-nation treatment, providing for npucialn“al S roob o to

d
traffic end benefits arising from oustoms wnions, avantages to frontier
9/ Gaceta Oficlal {(Venevuwla), March 12, 1941,
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Exchange control.

A crisis in foreign exchange occurred in Golombia shortly after the out~
breek of hostilities in Eurcpe in 1939. At the beginning of that ysar there
was & substantial surplue of exchange nvailable to jmporters end others seeking
such balances; even a8 late as September, there was no shortage of United
States and Canadien dollars. By December, however, the shortage of foreign
oxchange became acute. This situation eeems to have been caused by the decline
in shipmente of coffee,ccnsiderable quantitiee of which had previously gonme to
continental Europé, end the fall of coffea prices, as well as by the marked
reduction of capltel movements into the country by the petroleum and othar in-
duptries. Almost immedintely, tierefora, emergency messures of m temporaty
nature wers taken. In Decembar the Exchenge and Export Control Boerd amnounoced
thet no further exchenge permits would be issved until the second week in
January. Other regulations accomnanled this ennowcement, A decree was
published which established priority treatment for designated products in
the allccation of exchenge, the stnted objectives of which were to provids
exchange for primary neceseities snd to assist domestic industries. In
February 1940, all imports were divided into two clesses, preferred end all
cthers.

New exchange preferences.—-The above-mentioned measures falled to effect
the desired adjustments and in April the essentisls of the present ex-
change-control plan were promulgated. Thereafter, all import of articles
onumerated in the Colombion tariff were divided into four categoriss (turnos).
The firat category was composed of row materiele, necessary industriel mechin-
ory, drugs, foodstuffs, and other articles conaidered to be primery necessities;
imports for the Government were usuvally given the seme preference. .All othar
imports were clussified, in accordance with their relative importance to the
economy, in the other three categorios. Exchange was granted first to sstlsfy
the import requirements of commodities in the firat category; any surplus
avtilable thervofter wes released to nermit the importation of articles listed
in cetegories 2, 3, and 4, in the order named. When the right to purchase
exchange waa thus grounted, more favorable rates were extended to articles enu~
merated in the preferred categories. Subsequently the original classification
was modified, the mcst important oceamsion being in 1941. At that time changes
were made offecting 63 turiff items. These changea generally were designed
to extend incidental assistance to demestic industry by granting a preferential
rate of exchange to raw materials, or by incrensing the rate on imports of
manufactired progucts which could be produced in the domestic msrket.

The Stabilization Fund.-—About the same tw that the exchange preferencas
on commodities were inaugurated, another decre 2/ puthorized the Stabilization
Fund to trede in notes, drafts, bills of oxchenge, end other debt certificates,
and to enter into contracts for the purchase and assle of foreign exchange in
accordance with regulations of the Exchinge Control (fflce. Shortly thereafter,
the Bunk of the Republic, which operates the Stebilizntion Fund, announced that
it would sell exchange for erticles in second, third, and fourth categories.

The rates on each of these c¢luspee were progressively higher than the offjcial
rate (1.755 pesos per dollar) appliceble to goods in the first category.
Exohenge permits for imports of the first cctegory, ns well as those from the
United States and Cenada, are accorded priority; all other imports are marked
ficompensation.” If exchenge i1s not avallable after provision is made for

tho proferred permits, the "compensation" permits are satisfied only when com-
pensating exports create the necesascry crodits.

1/ Decree No. 89, April 8, 1940, Diario Oficiel, April 11, 1940,

2/ Decree Ro, 669, April 5, 1940,

3/ The rate for second category permits hns been 1,795 pesos per dollar;
for third category, 1.87; and for frurth, 1.95. Some transactions heve oo=
curred on the so-celled curb mavket where the vuto of exchange since 1940 ham
varied up to as ouch as 10 percent above the official rate.
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t e Ay tem.—-Exchenge operntions remain under
the supervision of the Exchenge and Export Control Office; licenses are
required for all exports &nd imports. Either directly or indirectly the
Berk of the Rspublic mcquires all forslgn exchange. Exporters must sell
to the Bank, at the officlal rate, o percentoge of the exchange erieing
from their operations. On August 13, 1942, the Exc end Export Control
Office reduced this percentage from 25 to 15 percent. The Bank issues
cartificates of deposit, known as titulos, for the remainder of the exchange
which it acquirea; these certificates may then be sold in the open market.

In order to obtain an import licemnse, the lmporter Eyst deposit 5 percent
of the value of the goods with the Benk of the Republic. Forvign exchange
to cover the imported merchendise cennot be purchased until the goods have
been clesred through the customs; the rate of exchangs is dependent upon the
category to which the goods belong.z/ The stamp tax of 1 percent, formerly
payeble when the permit was ﬁaued, mey now be paid when the import tex is
assessed on the merchandise.

T nay od.

Colombia has continuved during the war to employ import quotos forzthe
protaction of domeptic industry. The use of this type of coentrol, however,
is limited compared with ¥ other cowmtries. In addition to the contimuation
of the quota for copre,4’ global quotes have boen established for whest, rice,
and cocoa. Extreordinary powers were congrred upon the Executive shortly
after the outbdreak of hostilities in 1939~ to toke meesures neceasary to deal
with conditions ccused by the war, Acting under this authority, the Exacutive
listed a group of domestic Eyoducts, the local production of which was to be
stimulated, and, by decree,~ limited the authority of the Office of Exchange
and Export Control to epprove import licenses for these producte. To foster
domestic production, the importation of the following articles may be re-
stricted: Cotton, wool, wheat, cocoa, rice, sugar, enimal fats, vegetable
olls, and freah fruits and vegetables. The steted objective of this program
is to asgure a greater self-sufficlency of industrisl raw materials and food=—

stuffs; the Control Office is not to grant licenmes in excoss of the immediate
neods of the market. .

Pursuant to these decrees, steps were soon taken to control imports of
rice and wheat. On July 18, 1940 the 0ffice of Exchange ard Export Control
was instrocted to limit issuance of import licenses on rice to a global quote
of 8 zillion kilograms (1 kilogram - 2.2 1b.) in 1941 8/7and 4 willion kilo-
grams each year thereafter. Provision was mode for an increase of thie
quota in the event of s domestic crop feilure. On the pome day, similar
protection was extended to the wheat industry. A globel quota for wheat
wes sot at 8 million kilograms {about 300,000 bushels) for 1942, and the Ex~-
change Office was instructed to issue no import permits in 1943 unless tha
domestic ¢rop should prove lnadequate to meet the country!s requi mnts;?/
the 1943 quota was, however,later fixed at 16 million kilograms.lY/ The decree
stipulated, moreover, that the grenting of import licenses should be suspended

17 Speclal trealment Is accorded coffce,
Resolution No. 92, April 25, 1940, lssued by the Exchenge Control Boatd,
provided for a l0-percent deposit before the issuance of the lmport licungo.
This was aubsequently changud to 5 percent, snd by Resolution No. 113, effective

June 2, 1942, the deposit was no longer required on Clasa I commodities.
3/ Decres No. 92, 1932,

4/ Decreo Bo. 887, April 1, 1942.

Resolution No. 1128, DMerio Oficisl, No. 24469, September 20, 1940,
Z Law Ho. 54, Distio Offciel, No. 24244, Decomber 16. 1939,
_7/ Decree No. 1157, June 18, 1940, Diarjo Oficial, June 20, 1940,

8/ Decree Mo, 1393, July 18, 1940, Diario Oticial, July 24, 1940.

Decree No. 1440, Diarig Oficiel, July 24, 19.40.

Y
10/ Decree No. 116, January 23, 1942, Diaric Ofieial, Jen 27 1
m{: Law No. 42, December 18, 1942, » Junvary 27, 19423
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if the price of wheat should fall below a designated level., A similar measure,
adopted in 1942, cstablished for cocoa beans an annuel quota of 2,800,000 klo=
groms for 1943, 2,000,000 for 1944, end 1,200,000 for 1945. The purpose of
thds quota was also to stimulate domestic production; it was stipulzted that
import licenases ware to be suspended whemever the domestic price fell to &
specified level, ond that imports above the quote were to be permitted in the
event of a serious scarcity, undue spaculation, or erop failure.

Further assistance to the ¢offoe industry.

Government support and regulation of the coffes industry since 1940
hapg taken three forms: A temporary bounty on exports, Participation in the
Inter-Amarican Coffee Agreement, and continved support of the Government-
sponsored National Coffee Federation. The outbreak of the war sharply dig-
turbed the coffee market; the prices of coffee, including Colombian grades,
declined stesdily until the middle of 1940, Late in December 1929, the
Prosident issued a decree placing additional Covernment funds at the disposal
of the Coffee Federation to facilitate its coffee-buying program. Another
step, temporary in nature, was a dacree of April 26, 1940, eptablishinz &
bounty on exports of coffse for a period of 8 months beginning day 1.3/ M .
the event that coffee prices should recover sufficiently, the measure provided
for the suspension of the bowty upon proper notification by the Government
and the Rational Federation of Coffee Growera. Funde with which fo finabce
this premium to coffes growers were raised by the sale of bonds.

The Inter-American Coffee Agreemont,-=In November 194G, Colombia, to-
gother with the 13 other major coffee-producing countries of Latin America
and the United States, signed the Inter-American Coffee Agreement. The
adoption of a program to cope with the problem of coffes surpluses had been
recommended by the 1gn Ministers of the American Rapublics at their meeting
at Habana in 19.0. The agreement, in effect, sstablished a quota system inw
volving threa types of quotas: (1) An export quota for sach preducing comtry
signatory to the agreement regulating shipments to the United States, (2) an
sxport quota for sach such producing cowntry controlling shipsents to all
ather reglons, and (3) an import-quota system controlling the quantity of
coffes that might be received in the United Btatos from each produaing country
in latin America, United States imports from nonsignatory nationms (all being
outaids Latin America) were also restricted by quotas,

The Coffee Agresment provided for an Inter-iAmerican Coffee Board to which
was delaguted the responsibility of establishing the amnual quotas. Exoept
nin case of an ewergonoy,” & lnoreases or dacvecsss may hot be made oftener
then once in 6 montha and no change may exceed 5 percent of the basmic quotss
at any given time. Each aignatory country is reprosented on the Board; the
United States controls 12 of tha wotes; Brasll, 9; Colombis, 3; and the
other 11 comtries heve 1 vote each. .

Colombie's annual quota for exports of coffes to ths (nited States sas
established at 3,150,000 bags of &0 kilograms in the original 1940 quota;
its exports to the rest of the world were limited to 1,079,000 bags. These
quotas,together with those for other producing countrics, have been adjustad

1/ Decree No. 831, April 26, 1940, Diario Oficisl, April 27, 1940. .
2/ Decree HNo. 886, Diario Oficis], May 9, 1940; Deores No, 845, Diario Ofi=
ial, May 9, 19403 and Decree No, 2240, December 17, 1940.
Meeting of Foreign Ministera of tle Amarican Republics, Habana, 1940, Rew
solution XKV,

A&/ The United States controls one-third of the votes of the Intsr-Amariean
Coffee Board, The consumer in the United Stntes ia protected from umwarrentod
price incrempes by a provision in the agreament that in the svent of an "immi.
nent shortage® imports may be incressed beyond the estoblishod quote dy a oto=
third vote of the Board.
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subsequently, but the share allotted to Colombla has approximated 20.4 parcent
" of the total assigned to all countries, “During 1941 the InterAmerican Coffes
Board increased the import guotss for the Uni States firat to 105 percent
and then to 125 percent of the basic quotas. Becauvse of shipping shortagea
resulting from the war, quotas have been increased still further since 1941

to allow the importation of coffee into the Unitsd States in whatever quanti-
ties and from much countries as aviilable shipping facilities heve permitted.

Jmplementing the Coffee Agreument.--in order to implement the interpotional
quota schems, it was neceesary for Colombla to introduce new controls in the
dgmmtio market or to adapt existing regulatory measuree to the new objectives.
A first step wea taken in anticipation of the internatlonal egreement. Om
October 16, 1940, the Exchange and Export Control Office temporarily nanlted
all exports of coffee until the terms of the agreement became known. Immedi-
ately after the signing of the agreement, the Bresident issued three dacroen-y
setting up a Natlonal Coffes Fund, authorizing & bond isswe of 10 aillion pesos,
and prohibiting the exportation of certain grades of coffee and the internsl
consumption of certain others. Soan thereaftsr these measures were validated
by the Congress which gran extraordinary powers to the Executive to deal
with the coffee situation.

Significantly, the Government choss to fimction through the Nationsl
Coffee Fedaration as en ngency of control and stabilization. The former
opevations of the Federntion in the buying and gelling of coffee~mers to be
continued, and it was authorized to proceed to purchese oll coffee offered
at minimum prices which are eatablished currently by decree,

The Nationnl Coffee Fund.-=The Rational Coffes Fund {Fondo Nacionsl de
Café) was created for the purpose of supplying the Federation with the capital
necessary to flnance itas purchases. Capital for this fund ceme from several
gources, In addition to the proceeds from Government bonds, the ravenues
from three taxms were put at the disposal of the find. These inciuded a
coffes-oxport tax of 5 pescs per 7O-kilogrem smck, (subgtantislly higher than
the export taxes previously in effect) a special exchange tax on coffee roceipts
when the sales price of coffee exceods aspocified minimm, and a tax of 5 cen-
tavos per United States dollar on most drafts for remittances abroad, Late
“in 1940, 34 million pesos had been contributed to the fund from theso taxes.

The fund is administered by a commission which may fix the daily buying price
at which the Federation will purchase coffee, based on conditions in the foreigm
markets. It is opparent that the National Federation of Coffee Growers is
assuming an increasingly lmportant role in the sconomic life of the country.

Its purchasing program is credited with having avoided a crisis after May 1941

Ihm:a coffes shipments were suspended becaupe Colombis hed filled its allotted
quotas.

On Bovember 22, immediately befora the signing of the Inter-Amorican
Coffee Agreement, the Government initisted a minimum export price control
program; official export prices were fixed for all grades of coffee, The
Bational Coffee Federation proceeded to purchoss coffee on the domentic market;
by the middle of 1941 with the support of the intarnational quotas, it succeeded
in raising export prices for lecding grades of Colombian coffee by more than
80 porcent. On August 11, 1941, es o consequence of thia progrom end similar
expart price control measures adopted by Brazil, the emergency clause of the
Coffee Agreement was invoked, in the interest of consumers in the. United States.
Quotas for lmports inte the United States were increxsed by 20 percent. Since
1941 both the prices and the quantity of coffes imported into the United States
have been influenced less by the actidn of the Inter-American Coffee Board and
by controls adopted in the producing cowntriss than by tho exigencios and the
restrictions resulting from the wertima sctivitles of tho United Stetes.

1/ Onchugust 11, 1941, the “emorgency™ fuuture t
invokad by the United States, --294Eee_of the Colfee,hgrocmant was

2/ Decree Nos. 2078, 2079, 2080, Diario Oficial, November 2z
3/ Lev Ho. 45, December 10, 1940. » November 2z, 1940,

Im=
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‘port quotas intc the United States have bsen reisad to facilitate the importa-
tion of substantislly ell the coffee which the shipping situation permits and
domestic price controls in the United Statos have had o major influence on
prices.

The operatione of the Faderation and the export quota system appear to
have resulted in tangible benefite to the coffee growers; the decline in
exporte during 1941 was wore than compenseted by increased prices., Following
the slgning of the Inter-American Coffee Agrevement, the average price for
Hedellin grades of coffee in New York rose from 9.3, cents (U.S., currency) per
pound in November, to 10.25 in December, to 11.16 in January 1941, to 12.52 in
February, and to 16.68 in November. The KHovember 1941 price was higher than
any annual averages quotation for this grede during the previous 6 yenrn.y

Extroocdinary powerg of the Executive.

Shortly after the outbreak of hostilities in Europe, the Colombinn Congresi
granted ths Exscutive extraordinary powe 57 to deal with any economic disrup=
tions which might be creatéd by the war, These broad powers may have far-
reaching effacts upon the Colombilan eccnomy. The Executive was given extensiwe
authority to regularize the public debt, contract new loans, refors and comple~
ment the system of exchange control, develop end protect Colombian industry
{particularly the coffee induatry), reduce public expenditures, regulate bank
credit and modify existing bank legislation, and institute public-worke nrojeots
The emergency powers granted to the Executive in 1939 end renewed in 1941 ex~
pired on July 20, 1942, but the numerovs programs initieted under thepe powers
continue wninterrupbed as basic features of the economy.

The grant of these powera to the Exscutive had o twofold wvovcoes;
To mitigate the economic stress which might be caused by omergency war condi-
tions, and to initiate measurea destgned permenently to strengthen ths eoconomiC
pystem. Although the temporary objective of coping with the war crisis was
important, Colombian leaders have emphasizaed the long-term objectives, k74
‘which were to diversify industry end agriculture, to stabilise finences, to
develop tranaportation facilities, and generally to strengthen the acouo?
system. In order to facilitate this program, several Exscutive decree ini-
tiated measures to sid induptry and agrioculture.

Indugtrial developmunt.--Two agencies wetw designated to lmplement this
program of eccnomic development: The Ministry of National Econaomy and the In-
dwstrial Devedopmaat Institute., The powers and responsibilities of the Min-
istry of Economy were broadened materially; it was authorized to organisze
processing plants, establish warehouses, aid preducers' cocperatives in ngri-
culture, and establish research loboratories.

The Industrial Dewwopment Institute (Instituto de Fomentd Industr was
created at the same time to facilitate the program of industrisrlization,
The Institute is organized to perform essentially a banking function and is
charged with the responeibility of investigating, promoting, and finsncing new
industrial enterprises, public and private; of fostering the devevlopment and
the reorganigation of enterprises already established; and of extending credit
to strengthen the industrial paterimony of the Stocto. The Development Inatitute
was oapltalized at 4 million pescs, 3 million supplied by the Government and 1
million by the Centrel Mortgage Bank., Despite its rocent crganisation, the
Institute has already advenced several million pesos to develop the sugor, tan-

1/ Celling prices for various grades of coffee in the United Statoa were
eatablished by the Office of Price Adminlatration, Dacember 8, 1941.

2/ law No. 54, December 15, 1939; also Law Ho. 128, December 13, 1941,
Diario Oficial, December 16, 1941.

3/ Economic War Measures in Colombia, Gommsrcial Pap America, Septamber 1940,
vol. IX, No. 9, pp. 272-276.

4/ Decrees Noa. 1154-1157, Jwune 18, 1940, Diario-Oficial, June 20, 1940.

5/ Decree No. 1157, June 18, 1940, Diario Ofiecial, June 20, 1940; and Decree
No. 1419, Disrio Oficlal, July 24, 1940.
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ning, milk, chemical, salt, yeast, and steel industries. In addition, it
hes engaged in extensive explorations of iron-ore reserves.

Anothier meens of encouraging the dovelopment of new enterpriee hos been
the granting of tex-exempt status to mew lndustries in the worly years of
their existence, Thus far, new plants, involving an investment of nearly
10 million pesos in three important industries (cement, sugar, end tenning),
have benefited from thia eid,

Alds to agrioulfyre.—Agriculture is Colombia's basic industry, end
coffee 18 the chief ugricultural crop. In addition to the controls affecting
coffew, others designed to benmefit agriculture include import quotas and warious
protective tariffs, Moreover, some of the activities of the Ministry of
Bationnl Economy deal indireetly with agriculture., Other responaibilities
delegated to the Hinistry since the beginning of the war include the establish-
mant of experimental farms, the development of canning and othor plants for
the preservation of sgricultural products, and the szle of agricultural ma-
chinery at cost. A revolving loan fund known as the Naticnal Cooparative
Fund (Fondo Cooperativo Racional) was placed at the disposal of the Ministry
in 1940 for the purposs of advancing lozns to cooperatives..

Two other national credit agencies heave been nctive in mrking loena for
agrieultural purposest The Agricultural Credit Bank (Caja Créiitor Agrorio)
aod the Bational Livestock Fund. The Agricultural Credit Bank, organiszed -
somo years ago, his been increasingly active in making locans to frrmere. The
Raticnal Eivestock Fund, establlehed under the war powers of the Executive,
is authorised to extend long-term loans to farmers end stock raisers.

Bationing snd control of vitsl materials.

Since September 1939, the war has disturbed seriocusly the Colomblen
eccnomy by interfering with the uwsuml imports of industrial rew metericls end
mechinery. lamy industries have suffered shortrges of these materials ond
bave besn wmable to secure essentisl perts end replacements. Access to many’
sources of eupply wms soverad by the blocknde or was rastricted by shipping
shortages and rigid export controls of supplying countries., Trade with the
Axip Powers,alrendy greatly reduced, suffersd a further dscline when Colombla
broke diplomatie relstions in December 1941 shortly efter the attack on Pearl
farbor,  Shortages of electrical avpplies, tirea, automobiles, structurel
steel, herdware, end mechinery have besn most sorious.

Varicus moasures hove boen teken to ameliorrte the stresses which have
otcurred as & consequence of the impact of the war wpon domestic ustry.
4 forerummer to the progrem later edopted was an Executive decre which
Toquired all persone possessing stocke of structural iron end stes] to reginter
the quantity held aad the plaoa of atorsge. They were further required to
maintain & continuous vegistry of all supplies, purchoses, and ssles. This

measure was motivated in part by & desire to check rpeculation in these com—
moditiep which had led to sharp price increages.

w Bo, 128,-=The nresent system of rationing and contral, of epsentisl
nurﬁia reats lorgely on Lav 128, paseed in December 1941.2/ In additien
to granting extraordinary powers to the Exscutive, the lew empowers the Gove
ernment to ecquire and import on ite own account, or through cradit institu-
tions, supplies of products subject to export control in foreign merkota.

In this instance the purpose was to ald domestic industry and to maintoin s
far oe possible necessary stocks; in the exercise of this fumction the Gove
srnnamt hew overated through the Agriculturnl Credit Bank, The Benk, with
the atd of the Industrial Development Institute, was commissioned to asteblish

1/ Decree Ho. 1460, Diario Oficinl), July 26, 1940.
z/ Dacresa.lc, lm, Oetober 9' 1941,

}/ December 13, 1941, Dlario Oficial, Decomber 16, 1941,
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worehouses throughout the country for the nurchase of materinla essential to
Colomblon industry. Moreover, the law permits the Government to control the
internal distribution of cny product subject to foreign svxport control, as well
as to establish quotag for importers, to require ths registration of all stocks,
end to fix maximum prices.

Following the passage of the act, the Executive issued several decrees
utilizing the powers ted. One decree esteblished a system of retioning
for tires and tubes; ﬁ another required thet industriel snterprises possessing
foreign raw materials submit monthly reports to the Department of Commerce
and Industry furnishing informstion regnrding stocks of foreign raw meteriels
and manufgctured products on hand, current consumption, ssles, &nd pending
ordera, A third decree prohibited the use of imported stocks of iron ond
steel except when authorized by the Mipistry of Publie Works.

o N n r 3 f rtetiong,—The most significant step
taken under Law 128 has been the establishment of the Superintepdency of Im-
portations {Superintendencia de Importaciones) early in 1942. This sgency
has been assigned the dual function of rationing imported materiels and of
regulating their prices. The Superintendency was cherged with the responsi-
bllity of studying the needs of the country for foraign rar muterlels and par—
ticularly for goods subject to foreign export restrictions; of compiling all
information which the Government must furpish in order to secure export quotes
from notions thus regulating their exports; of excmining all import zpplice-
tions of domestic enterprises in order to assure thet the boat intorests of
the naticnal economy are served; of issuing, whers appropriate, cevtificates
of nucessity to import such commodities; end of promulgating the import
quotas, licenses, and distribution regulations necessary to the nation's welfere

The Superintendency has been quite effective in its program of rationing
essential materials, Its firat measure was to extend its contrcl over the
stocks and the distvibution of iron and steel products. Reports indicate
that rationing and contopl of tires and tubes have been effective despite
numerous diffieylties. An Executive decree lssued when the Superintendency
was established® required that all commoditles neceasary to the development
of the national economy and subject to foreign export restrictions, ss well
a8 other goods of foraign origin the supply of which is insufficient to satisfy
the usual pattern of consumption, must be registerad with the Superintendent.

Price control.--The Suparintendency of Importations hss rather comprehen-
sive power to cantrol domestic pricas of imported essentials. Thias powsr has
had only limited use; inasmuch as the eutherity does not extend over articles
of domestic production, little control has been exsrcised over the goneral
price level.

Pricas end the cost of living in Colombia are likoly to create a serious
situation if the present trend comtinues. Only a smell changs ogcurred in
the wholesale price index in 1941, but a rather sharp [ise took place in 1942,
The index of the cost of living, on the othur hand, rose nearly 10 porcent in
1941, and this was followed by an additional incresse of 20 to 25 percent in
1942. The threat of inflation and the distress mssociated with rising living
costs have led to considerable unrest among consumers and to soms apprehensSion
among Colombien officisls. Three factora have contributed primarily to the

A/ Decree No. 146, Janusry 26, 1942; see elso Decroe No. 220, January.l, 1942.
3}5 Decree No. 2195, December 19, 1941, Dlavie Oficigl, December 23, 1941.
Dacree No. 220, January 20, 1942. )

4/ Decree No, 385: February 15, 1942. See elso Decree No. 727, Morch 30,
1942,

2/ By a decree of March 4, 1943, control of tho gale end distribution of
automobiles and tires was transferred to the Ministry of Economy.

&/ Dacres No. 1006, April 17, 1942.
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present price situation: First, the existing scarcity of many essantial com-
modities has led to competitive bldding for stocks; second, speculstion and
wartime profiteering scem to have aggrevated the trend; and finaily, eritics
have pointod to the inoffectiveness of price-control measures.

Agitation and appeal for price control began as early as 1939; shortly
after the outbreak of the war, efforts were mede in the Congress to sacure
price-control messures. Since that time, there heve boen frequent demands
vpon the Government for action,.

Before March 1943, howovor, there had been little attempt et price contrel,
and such measurog ag were adopted wers not marticulerly effectivo. The Supar-
intendency of Importations has been active in this field, but its euthority is
limited to imported commodities. The Superintendency attempted,to control
prices for only & fow erticles including drugs, iron end sta3l, tires, cnd nsila.

A soperate agency, the Contral Boerd for the Control of Druz Prices, was grentoed
linited authority to establish prices for pharmaceuticela. y Local, decentral-
ized Food Comtrol Boecrds, undar the Ministty of Economy, hevwe excrclsed some

control over tho prices of spacified food products, ¥ith both the Drug
Boerd and the regionsl Food Contrel Bourds, however, powsr to act has been
limited to ceses where speculation is Imown to have cecurrod. In the mean-
time prices for substantielly oll commodities, particulsrly imported commce-
{tfeg hove continued to pise, reaching, in many cases, more then 10 times
their usual melling price

The Officc of Price Coptrol.—As the problem become increasingly ssrious,
the Government attempted, through a series of measures early in 1943, to de-
velop & comprehensive system of priece control, In February, the Colombian
Congress inavgurated what is inown as the Economic Defense Flan which provided
fort Price control for foods, drugs, and othor articles of besic consumption;
Covernment ald to consumers' cooperatives; the creation of & Board of Rattomal
Economic Defense with power to study domestic ecomomic problems and propose
repedial mespures; and other genoral measures for improving the notional econ=
omy. This law uetablished no direct controls but served primarily as an over-
sll enabling act, which awthorized udoption by the Executive of mesaures
which might appear to be necessary. The i step toward price control
under thip authority was: taken April 7, 1943, & when foreign-exchange rates
wore lowered In order to reduce the cost of importud merchandise snd check
inflation. In MWay, the Office of Price Control {Interventoris de Precios)
wap oreated to function under the Ministry of National Economy, with broad
powars to fix meximm and minimum prices, to ration essential commodities, to
purchase and sell articles of pri ecossity, to imsue export and import 1i-
cenges, and to prevent monopolies In attempt wes made in June 1943 to neu-
tralize the effect on prices of tho axpanding volume of bank curroncy. Notes
in circulation had increased nearly 50 purcent botween April 1942 and June
1943, reflecting to soms oxtent the hoavy expert trede balance resulting from
an inereass of Colombian exports snd the general insbility to sucura imports,
To freeze these funde, variocus cloases of corporations snd importers were re-
quired to inveet a designeted percentuge of theirp prefits or cush roceipts in
non-negotiable Governemunt certificates of depnnit.:’/ At the some time the
required legal reserves of banks were doubled,

These meapgures would appesr te have provided all the machinery neceasory
for an offective system of price control; it is too esnrly, hewever, to deteor-
mine how successful the program will be. Throughout mest of 1943 the Office
of Price Control hap been concarned chiefly with collecting the informotion and
statistiocs sswentla) to the formulation of an over-all price ccntrol Program,

3/ Decres No. 162, Junwmery 27, 1942.

Dacree No. 1971, November 3, 1931,

A more comprehensive treatment of rotioning and price control in Colombie
mey be found in an unpublished manuseript of the U. S. Office of Price Adminis~
tration, Colombla, Price Control. Cost of Living and Ratiopning, Weshington, 1942.

4/ Law No. 7, February 25, 1943, opproved by the Executive, March 2, 1943,

5/ Decres No, 736, and Rsn‘plution No. 115 {Exchange and Export Control Qffice),
April 7, 1943.

&/ Dacree No. 928, May 11, 1943.

1/ Exocutivs Decree No. 1148, June 10, 1943,
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In July of that year, however, it fixed moxdmum “W? ﬁ&iﬁ’
for. certain artlcles including clothing, textiles, grigsy Piarghceuticcls; ag-
rlcultural michinery and implements, snd i.mportaedg? ds;.’_ 'B; ﬂ’-" 3 n

O [+) [:) T Th -

Colombia wea one of the first countriea in the Festern Hemisphere to
initiete restrictive messures regrrding the reexport of strategic materials.l/
On May 24, 1941, cn Executive decrse prohibited the reexportation of any pro-
duct subject to export control in countries of the Festern Hemisphere. Ex-
ceptions ware permitted where pationel intereat worranted it, subject the
decislon of the Office of Exchenge end Export Gontrol, A later decress/
strengthened this measure by extending reexport prehibition to sll products
subject to foreign-axport control, regardless of thelr origin.

In Low 128, tho Rational Congress vrlidoted end reaffirmed export comtrel.
The Congress, ct that time, rulad that "in order to tnke measures whick mcy
be indispensable in internetioncl or interncl matters for the loyol end complete
mintencnce of the policy of inter-American soliderity and cooperction” sll*
resxports of articles undetr export control by forolgn mowers or exports of simi-
lar articles of domestlc production shrll be prohibited unless authorized by
the Minister of National Economy end the Office of Exchange and Export Contro]}f

bber otinum .

At tho meeting of the foreign Ministers at Rio de Janeiro in January
1942, it was recommended that thz/mpuhlica formulate plans for national mobl-
lization of stratejic materiels;& this Colombia proceeded to do. Colombla
has potential sources of ecrude rubber, second cnly to Brazil ameng the coun-
tries of the Western Hemisphere, and is the largest lestorn Hemisphere pro-
ducer of platinum (the fourth largest in the world). Contracts were entered
into with the Rubber Reserve Co. and the Metals Reaerve Co. of the Dnited
States to make these materials aveileble for the defense of the WesiemnHeolsphere.

To implement this program the Government ploced the purchase, sele, and
exportution of ell rubber and relsted products under the direct control of the
Agricultural Credit Bank. Soon thereafter, the Credit Bank entered into an
exclusive $-year contract pith the Rubber Reserve Co. end the United St.at.esml
Board of Economie Warfere,2/ wnder the terms of which the company vill pu;c ::d
all surplue rubber produced in Golombis. Humerous difficultles hzve con tl;cm
this program, including the shortsge of trensportation facilities, the Enia-
quacy of manpower where rubber resources sre found, and the lack of admin s-‘
trative and technical experience in rubber exploitation. As a congequence o
these defficulties cnd boceuse of the recency of the program, actual rubber
shipments only lately huve attained any considerable volum.

A similor monopoly wes crented tc purchuse rnd exmort nlat.inum% li!]lld
o contract wos nogotiated with the Metals Hoserve Co, for tha scle of &
surplusea to it.

o [ n .

¥/ in June 1942 the Inter-
In Januery 1942 the conferonce of Ministers-/!md
Avorican Conference on Systems of Economic and Fincnclel Controls racummended

1/ This motion was urged at recent meetings of the Fcreigni Ministers of the
Amorican fepublics, held &t Panama, Habana, and Rio de Janeiro.
2/ Decree No. 1813, October 24, 194l. October 5,

N 3/ Sow also Resolution No. 617, Minister of Natlanal Economy,
942, .
4/ Resolution II, Meeting of the Foreign Minlsters of the Ameciccn Republicas,
Rio de Jeneiro, January 1942.

5/ How the Forelgn Economic Administration.

&/ Decree R, 58, Janwary 16, 19425 -ond Decreo No. 796, March 27, 1942,

Dlario Offoial, April 6, 1942,
%j -Resolutio:l Vl: Ilaati’.ng of Foraign Ministera of the American Ropublica,
o de Jansiro, 1942,
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tﬁmmm block affectively the use, transmission, or trons-—

for =Rttt the®™hnd property within the Amorican Republics hold by
Ne gg ?nﬁ?nch have coemitted vots of agprossion egeinat the
Angoan tInent, tnd to prevent any finsnciel trcnereticn by such nc tiontls
which involves the exportztion of ony oroperty. By the t the lctter con-
ference wos held, Colombiu had taken the neceasary steps; = all finsnciel in-
terests ownod by citizens of the countries signatory to the Tri-pertite Pect,

as well as of conquered territories, wore placed under contrel of the Govern-
pont. :

Post-War Problems Relating to Controls and Coumercial Policy

Although the prosperity of Colombie 1s meterielly dependent upon the
maintencnce of £ high level of foreign trude, its present commercicl policy
is designed to stimulate domestic ogriculture &nd indusatry and to cchieve o
.bigher degree of economic self-sufficlency. The frct that uxport products
such a8 coffee, petrolowm, rnd bananze cre of major importence to the Colom-—
bdbian economy hos not prevented the development of & trend, im recent yecrs,
toward a more restrictive commercial policy. This trend has Aaveloped, how-
ever, during a pericd when the world et large wos raleing tariff luvels end
resorting t0 numercus other devices to reatrict and chonnelize trade. To &,
wvery large oxtent Colombinls resort to oxchange and quota control mecsures,
teking place, as 1t did, in the midst of ¢ genernl deteriomation: of inter-
neticnal economic rolations, was not for purposes of commercial epgression
but rether woe a defunss necessitrted by the oconomic erisis folloring 1929
cnd the aggressive trade policies instituted by meny othor countrius,

The vecnomic interests of Colomblc stand to gein in merked degreo from
o general revival and expunsion of intornstioncl trrde. A return to a leas
restrictive policy ccn best be wchiuved in cooperation with other netions.
That Colosbia may be prepared to contribute to such ¢ program is suggested
perhape by the reclprocal trade agreesment with the United States in 1935, end

by the negotiaticn since 1940 of severel unconditional most-fevored-nation
agresmantse. .

The rybber and clatinup indvetrles.

Little or no wild rubber was.collected and shipned from Colombis bafore
1942 despite the fact that 1ta resources are estimsted to be second (in Latin
America) only to those of Brazil. In the first few months after migning
the contract with the Rubber Raperve Co. in 1942, nearly 500 tons were exported.
It is enticipoted that these shipments may be increased to an snnucl totel of
15,000 befors the contrnct expires., Although the immediate purpose of the
progrom s to facilitete the prosecvtion of the war, the Government of Colombia
ip interested in the long-renge commorcinl possibilitius of rubbup exploitetion,
When the war is over and the contracts with the Rubber Reserve Co. have exoired,
major sdjustmonts may bo required. The rubber progrom ot its maximam will
necessiteto the movement of a large omount of labor to the Jungle ereacs nnd
the inatellation of expensive facilities inoluding roeds, communicntion lines, .
hoopitsls, end warehouses, Ultimately, in the post-wrr world, this industry
will have to meot competition with the new synthetic plints and the revived
industry of Malaysia. It is too early to predict the outcome of this compe-
titiopn, inaamuch us it will depend in large pert upon tha cost of production
of rubber in Colombiz once the industry ie established.

A probler of a somowhat pimiler neture will be e
to platinum, Bince the outbreak of the mer, production in ths induatry
has reached an all-time high. By the terms of the contract with the Metnls
Reserve Co., the United States hos bacome tho sole purchaser of pletinum ex=
portad by Colombis, Some readjustment of the nresont exponded program may
be necessary when hostilities ceame. If immedinte redu

otion of output be-
comes nedessary, serlous dislocations may be exparienced; on the othor hond,
if the trunsition can ba achiewed over a period of time, & more orderly udjust-

xpotienced with reapoot
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ment to world merkets may be possible. It has already been recommended that
instead of permitting the termination of purchasing by the Metals Reserve Co.
&t the close of the contract period, & new agresment be negotiated to guavantee
& diminishing market over a 10-year period,after which further purchasing
would cense.

ffe .

As has been true in the past, the position of the Colombian coffee in-
dustry will be influenced less by controls instituted by the Government than
by conditions of the world market including the favorable status which the
Colombian product enjoys in relation to coffee produced in other countries
and the control schemes initiated either by other countries or by internationel
agreemont.  The effectiveness of Colomblen contrel meesures will be dependent,
in large part, upon such outside support. At the close of the war, there msy
be an accumulation of surplus coffes stocks possibly of unprecedented magnitude,
princlpally in Brezil.,  Inesnuch es its coffee exports hawve held wp relatively
well during the war, it appears that the problem of surplus stocks will concern )
Colombia primarily through its eff=cts upon tho world merket. This fevoreble
situation is due both to consumer preference for mild types of coffes end
to the fact that Colombln, beceuse of its gwographlc position, hes suffered
lesa soverely than Bresil from wertime shipping restrictionms,

Any one of a number of conditions mcy characterize coffee marketing
practices after the terminction of the wer. The Inter-American Coffoe
Agrosment, or mome gimilar srrapgement, may be renewed; this control
program, lergely o wartimo mecsure which hes fupctionod omly under martive
conditions, may be adapted tc serve the oxigunciea of the past-war—edjustment
period and perhaps 3 form the basis of o more permenont control plen. Should
such an arrangement be continued, its succwss, in the long mun will depend,
in rart, upon the support of the major coffev-consuming countrics end, in part,
upon the policies of the Intar-American Coffeo Board. One of tho besie
problems of such a program will be to nvoid pitfalls which hevy confropted other
commodity-control schemes resulting in the expansion of production in srcas
not rubject to the agreement, the cncoursgement of high-—cost and inefficient
ovoduction in the agreoment areas, rnd tho resultant gonersl expansion of pro-

duction with cusulating anmuml surnluses.

Should it prove impossible, howewvar, to agres upon en international
control program nccapu.{))ie to u;a ehisf coffeo-producing and —conmuming nations,
there may be ¢ return to freo market or to u rogime of indapendent control
meagures institutod by the Governments of the separcte producing cowntries.
Should all controls bu removwd, which appears to bu wnlikoly, e period of
market distress, deprossad prices, mnd financinl difficultiss for th: producing
countriea would be inuvitsble, however benaficirl from an oconomle point of
view the long-run consequonces of such n regime might be in restoring market
equilibrium and elimin.ting submargingl nroducera. It is nrobible, therefore,
that should thers be no international program of production or marketing con-
trol, the individual producing countriss would have rocourso tc programs simi-
lar to thoae employed in the past to mitigaty the distrosses of thw moment end
to sscurs, 1l possible, some peculiar bonefit to tho national ecopomy or to
domestic producers. Shuuld this be tho case, the offectivenves of Colemblen
control measures would, to o substantlel degree, depend upon the progrem of
Brozil, the major producing country.

Eclces ang Inflation.

A problem which arisos not from effective control of prices but from the
leck of 1t ia imminent in connection with present trends of prices in Colombie.
Attompts thus far to control prices have besn fow und inoffuctive. The N-d
cantly orgunised Office of Price Control Fppests to be edaquately constitute
to develop an effestive sclution of this problem. Unloss, hoeever, O cOmpre-
hensive control program is scon elaborated cnd its administrotion pursuved with
vigor, further increcsss in prices rnd the cost of living may result in sericua
dislocations of tho Colombian economy.

»€



