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SURBJECT:  PFrospects in Peru
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SRMARY

. : . . e
After two suspiclonsg yesrs in office, the Pelaunde centera———-
left goverrment 16 encounterivg a-renge of cericus politieal and

WA

ecoronic problens, Beladode's embitious progrem of reforws is - 0
begirning to show some rotevorthy results, btut it is placing =
heavy streirs on the econony and on the goodwill of ihe consera—— - -
vatives erong his supporters. — His agravian reform progremm 46 . -
* opposed by the great lendnoldsTs &nd menuced by a guerriila moves - -
went supported from @oroad.  Ulira-rationalist demends for ex=-— - o
propriation of US-owned petroleva roldings could ‘Giscupt the flow
of foreign &id, viial to the financing of Pelslode's developuent -
yrojects. A less imzediate gdarger, althcugh no less serious,. is
the mounting iacrease in the cost of living.—

Belatnde 15 in wo immediate peril of overthrow. We believe,
however, that Dexu's problems will-bedcme more acute in the next
few years nnd thad instedility will rise. — MIlitary rule, the
post likely alternative to Belatnde's contimustien in office,
uwould provavly strengthen the radleal opposltion et the expense
of veforuiste.
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The Feoncaie Situaticn

1. In the years betuesn 19592 end 1964, the Peruvian

goverrrment pointained a noteworthy record of Linanclal atobility.

Its wonetary unit, the Sol, rewainzd stable and the budget
vsually balenced, Thae Crogss Fational Prodush grew steadlly at e = ]

rate of close to G percent a year, end the country maintained a

favorable foreiga trade valance.  Unlike wost otrer Jatin Anerlcon———— 77—

countries, its forcign exchange earoings have not depended heavily 7y

on & single corxodity, ~Hovever, ihe cconcrice béisfils have weorued. )

to only & swall ninority of Peru's 11 milllon inhnvltants. .

PO S e - !_ . .
2. Beleunde, wino cbtained only 39 percent of the popwisr

vote In & cloce threseway elcction, bogan his slxoyear-term-dn -7 -~ o0

aticmpted to carry out—the econcnie, political avd soclal reforms ~

for a1l Peruvieus that he prozmiced in hie presidedtial campalgas, - -

Toeal elections, proaltsed for yesrs by & succession of Fresidential

candidates; wore held within & Pew ponths after-his inaugurations

Ieepite tas opposition of lanc'zovners*‘sel’\ﬁdefb’e:;-an to implepent
P or ) 1S DEE z

the asgfarian. reform program Initiated Guring the nilitery Interregoum L

. . _
in 1962. Cooperncidn Fopuler, a demaatic "Peace Corps" was elso

t ‘c)"""f'v‘“ Ttines Johason ,oih"."lfy
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3., Predictobly, these programs, togethsr with heavy invest-

ments in low-rans nouasing projects;—road buillilug;-an d other pu‘olic

works, rave usbalazeed the budget and placcd en - Dageevatcred

strairn on the sconoay. Revepues have not matehesd expenditures,

gnd the foreign cid rocelved has rot been sufficient to offeet the

deficit. A sharp lvercase in the cost of living (11.2 psrcent dn
the first five rionths of-1985) threatens to set off an inflatlonmary  ~—— 7
spiral that could imperil flecal statility ond diescourege forelgn

investment.

Tz IPC Froblen

L, A ypotentially serious deterrent to foreiza investment. ... . ..}

and ald erises frcu the dispute between the Peruvisn goverrmenv .~

snd the Internatlonal Peiroleun Corroration (IFC --a ewvsidlary of

Standerd Ol of Mew Jersey)e --In-September )96k a prelimivary

egrecnient vas reached*between"'ieprésentativeg of tte goverwment

and the IPC, dbut- Bel&unco vetoed this cettlement and has been

uneble to ccme up vith any slternative thet is acceptadble to the

IEC.#

D

L ® Although th«_ ;g,overz,ment and ‘the Il‘ ¢ bave egrced on & TO-30 profit

gplit and pore recently a 65-35 eplit, the IFC wants it tocome . . |

after al) toxes ore deducted. Clelws ©6¢ elleged urpaild back
taxes are slso involved. —In-the-event of nationalizntion, . 7 o
Peruvien .insistence on deducting the emount of those "back taxes"

would coxplicate a settlements

«3e
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5e Belounde 3s avare thet unl he uraann a outually

acceptable s0lution, future forclgn Inveslient cmd aid will he

atfectzd. (e suspects a comiccilon between the ITC matter and == =

the lJfﬂ.tQu enount of US sid hic adziunletration has veceived.)

Ye nas expressed hope of reaching a solution on nuEcrous occasions,

but the political provlem ic made &fficuld by the fervent econyric

e
nabtisraliem prevalent in pro-Beleudde as well as in scue oppositlon

groups.  EBie opronents sre delemiinzd to exploit ihis lssue regard=——

less of how he haalles % =~

Insurgency and Lrxrest

6. Tac Feruvian Ccormnist wWoS

viment, wiile fairly voasl, is - - -

erall end ‘mély split on tactice apd &tratery. The pro-Soviet — - N e

ing, used to tem;.o“ax‘e cocllavoratica with. &mi-xAFPJ‘w conservatvives,

has oZficially escheweﬁ violence, preferring political action. Tre

pro-~Chinese faction, wolle GC ﬁcornml of:Soviet "opportun jem," does

= =

* Apah (Aliznze Pomuler Revdinelonnrla huerdcasel de

c entereleft ... ..l

e o

a
party founded in Y924 by ivo prisernt lesder Victor Radl Haya

de la Torre.
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not feel that the time is right for violent action.. Other tmaller

cects, such &s the Trotskyltes, have al66 been wary of edvocating -

inmediate violence., On the-other hard, the pro-Castro Movement of
the Revolutionary Left (MIR) is metively prepering to launch &

widespread aud sustained cempalgn of guerrilla \.'ax‘fqrjgrqgainst T

the 'Eelﬁt{r:ide"regme o

T

Peasant unrest, violence, snd land seizures have lorg . .

P R R

been endemic in the highlends, wrere many léndlords end thelr
overseers are determined to keep the Jndian populaticn ina state
of peonsge. The MIR 15 6nly the rost recent organization to ceek

to explolt these gricevances: - Grigiuating es a dissident APRA

group, AIPA Rebelds, the MIR has enjoyed ihe blessing end a certain

amount of fizaneial backing frcwm Peking and Havaua, ;§§me*of’its -

mexbers have received gusrrilla verfere training in China end Cuba.

The recen’ eovush of a Civil Guerd patrol by scwe MIRiston ereated |

a censation in Peru; tut the MIR-1s -not yet ready to lmunch a sus-

tolned guerrille campaigns It certainly intends to do £0 @8 EOOM ™. ..&

es it has completed the preraration of secure buase sreas. The MIR—/———

contemplates a protracted siruggle, not a quick overthrow of the .

U PR SN,
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8, In order tc @eal wiih inis tbrent, a.tsc}; compiicated
by tke inmccessidility of potential gueiriila strorgholds, the - -
goverrment hes Goelared & state of-siege an? Yins- 1nstructed the
axny to aseist the p@gzz-lyfequiw@il?é?lkf@@ﬁiiﬁF??EWS!DS
the guerrilla wmovement. Viile guerrilla activities Zo not com=..-.-‘-'- -
etitute an $msedlate thwcat to the Peluinde govermment, protracted.

guerrilla warfare in the highlands wculd tead vo éiéffﬁpt't.‘ 2 governs=—=-- -~

nent's constructive ertorte Yo improve-tbe Yot-oP-the-peasants, ddw .

vert and exhaust its resources, end slisnate the yopvlation. IV

night also subject to stxain the present good relationship ‘betwepn B e

tre goverrment and ithe military. Tuece results sre the MIR's

iavi‘bﬂediabe objeetj.veél il , Iz, if oI TnniooTirs ’

9. The sprawling*slums**of Iizs are 0160 & fertile breeding
ground for violence and subversion, The contiraous influxof . - = *i -
Indlens freon the hignlends bas swollen the slux population . to close !
to 500,000, Thus far; extrenist ele ents hk.ve rot rae mich 6ucCess -

in exploiting the sitvation in the “ber rriacza’s the Egcm-ity, polfee

have been able to brirg oporadic; uacrganized riots under. control. =~ i

Civen leadership awd orgsantzation or e provocative  €nough incident,

however, the, potentiel does-exist for systcmatic dlecrder in they - .

key wetropolitan ereas —DeT;»it?itﬁffdftsitOfalle\'i.txte the

cCovy ’
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situation, the Belaunde adainletration is hendicapped by ite
14nited resources for ecarrying out a very large-scale progrim

quickly.

10. Alcng with 1ts apprehension over insurgency, the Peruvien . .

goverment is now becculng more concerned over pro-Comrunict In-. ...

doctrination of university students and conircl of student organi- - -

B e R T et e SR

2ations. Waile tne pro-Communists bave well-orgavlzed groups n o

most of the universities, thélr suczess in winning gtudent clections

” N
can be atirftbuted, im larze part, %o the intsnse Accidn Popuwiar*(AP)«

AFRA rivalry. In._some—cases, as in ihe rost recent San Marcos

clection, the AP studsut party withdrew its slate and swvung its

support to the pro-Céiﬁﬁﬁi§t§?fétherhthan,§ggﬁggiggyista,viéibfy[fj}ffff;L”;

Belaunde is nbw gttempting to tightéﬁihiSfcbntrélf6Ter”APfstuaent
groups and is investigétiﬁg“éffééti?éfﬁéﬁﬁsipf "depoliticizing™—
the uvniversities. Sudden efforts té subject the AP student groups .. .
to a rigid pasty dlscipline and to restrict studéht‘political—

activities ere likely to be resisted as infringing upon the

traditional libertles of-the univérsities, -

% pociln Populer wes flist orgenized after the June 1956 presidential

e T

ceupalgn 3o consolidate the dlverse eleasents that supported

Belsinde's cendidacy in that election. Xt still reteins ccngerdes —

of antiuﬁp‘z’is‘;;‘gas , Beluundistas, extreme leftisis and opportunists.
Recently Belnfinde was forced to expel bis puwber two man for
attacking the cduinistratica. ) B
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Political Disarray

1l. BeleUnde's efforts to resolve this broad remge of - -

problens bave been hempered by his lack-of a congressional

najority ond by Tectioreliem within his own heterogenous political

folloving. Fhile he remains the predcininant leader of {\_g,c_ggﬁjj’jf

Yorular, he has rot been able to esteblish a disciplived party

organization, Tne party st1ll depends heavily on his persopal . - - o o

leaderehip, which at times bus been indecicive, In sddition——

is allies, the Chvistisn Democrats (PDC), ere now chowing elgns

of striking out on thelr-own——Flated by FDC victories in Chile,

they are moving mﬂh&;1é£b;jahdjr3\zoeatibg';ﬁg@xg};&dicat}iﬁ@grms o

in order to attrect support for their candidates in future - T

elections.,.

12. Trie AFRA=Cdrista® opposition coalition controle Congress

L ..‘.. . a'm
i I

end kas been able to delay end elter legislation about es it

viched. The Apristes have finall eracted legpislation in

% fThe Yational Cdrista Unton (UNO) was formed to support the
former dlctator-president (1948-1955) General Manvel A. Odria

in the 1952 e€lection. . The only b@'betweenitiand ATRA 18
putual iuntorcst-in containing PBelainde and the AP,

L]
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viched.* The Apristas have finally enacted leglslation in response - -

to Belaunde's major: proposals; mainiy to avoid & paria].:,'uing &2ad- R
Tock that izcm:l‘ii vecipliate & milwuryfté‘:eover, but they do not
want hinm to succesd co well that he can insure the cholce and.
electlion of bis succascor in 1959, Yhe Cdristas bave been far

less responsible in their-opposition, callicg i » extreme T T

peasures, including a military takeover. —Beth the Apristas and - s
the O3ristas have token edventsge of Peru's setile} pyarliementaxy .

/ * - - r]
system to interpellate and to censure Beolalinde's cabingt quinleLers.

qlncc February 1855, these tactics have been responsible for the .. ..

political demlse of three ministers for reasons that- haduwose 0o T

Go with partisan politlcs than the actual issucs involved. ...

13. The military formerly was closely allicd with the —~— -

oligorchy in defence of the traditicral system fa'Perus In

* Yhe present I!Ollviwl cuposition of ,ghfjferw'ian Congress. 1§7~77~7——;
as follows: — —— B

Ser a{:e Chamber of Deputieg—
AP-IBC |, . 20 AR-FiC. 52
APRY 10 AFRA 57
URO 2 6 w0 25 :
» G = - -
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- cumstances; ecoxand toth popular ond ntlitary ewpporte

Y e

J—
-~

the last few years, houever, the broadening soclal base and -

mcreasi};xo professionaliem of the officer class has fostered -
within the militery & strong desire t to. pror.:ote the modernization

of Peru. So for; the militery has been the tulwark of Belavnde's .

adninlstretion end has cooperated enthusiestically in the reform

prograi. The military remains bitterly onti~AFRA; the Cdristas -

end other anti-Belainde groups have little present military — — -

support. However, military support for Bélaﬁ;zde is not uncon-ff»ﬁ,imff;,,,, -

dttionsl. If, over -the next-year or-two, “Belatnde should feil-to
rpake cubstantial progress toward eolving the gppntr’y!,s,pmblf.fgs;;f

end the threat of soclal disorder should in congcequence becoze

peute, the military would bte dmpelied to teke over, as it has in-

i
]
|

the past, In that case, the advocates of the 1dea that en dns—" 7
!

podernization of Peru would be- conslderably s&rengt%@@gg@f R e

we cannot 1dentify eny civilisn politlcol leader es sincerely . .

”~
camtited to reform as B2launde has been who covld, in these civa" "

W, If the B 155%675@5&%’16‘é?éﬁtifsﬁly’i\maéfﬁined’and

a nilitaxy Junta takes POWET, the extreme 1e1‘t ‘would provadly

attract many of the reformist elements that hed originally rallied

10 =

¢ . (J()l,‘ N 7_“'
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~t0 broaden farther tzelr gusrrilla opacaticns in the e:{z, ectutlion

e
behind Delatnds. The pro-Castro-exireaists-would-probably move

of winninf astive support from such snbl-militery geoups as-the -

younger Apristas in a “Populsy. Fronst_ typa of opsration. The fell

e
of Belannde would alGo have an drpact oudside Yerw, tending to

woeaken the hemisphere’s foreas of the damocreatle Jeit vhlle epe———— . 1

courazing extrazlets of both ends of the poiltical .pectirim. .

Stronz new doudts would e ralsed throuvghout Ialin fwerica

whether recesaary ccononle and social wefoirs can be achieved by 77

non-revoluitonnsy means under a democratically-elecled government.
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