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During the past week, two developrmonts are found to be of particular
interest, The Argentine Govermment's last-hour atberpt at reform may be
too late (p. 5). The Dolivian Government's charges of Peruvian support
of revolutionaries may impair relations between these countries and there~
by affect US interssts in Hemisphere unity (p. L)

CURRENT DEVELOPIINTS

GENERAL: Latin American countries are not expected to find grounds for
4 i ' t ic P
ot jection to US partz.gk%u)&ion in the North Atlantic ch’:a\t (p. 2).

2GRN DIVISION:
Eaitian-Domin
elfect on Hemisphers unity (p, 3),

ican animosivy may have a divisive

CENTRAL DIVISION : Ecuador's unpopular administration is temporarily seccure
because opposition groups checkmate each other (p, L),

SOUTHERN DIVISION: Bolivia has charged Peru with complicity in a plot
and has declared a state of siege (p, 4), In Paraguay 's government, a
rift has developed between army leaders and eivilians (p, 5), Argentine
economic reforms may come too late to avert a erisis (p, 5).
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1. GENERAL: Effect of North Atlantic Pact in Latin America
Chances for serious objections by Latin American countries
to US participation in the projected hiorth Atlantic Pact now appear
slight,

Some of these countries might have found two gromds for obe—
Jectlon: adverse effect on the Rio defense treaty, and lessened chances
of getting US arms for their armies, but neither of these possibilities
has emerged as a problem of any consequence, Apprehension might have
been exprossed by some on the grounds that extended US cowmitments under
the North Atlantic Pact could inecrease their obligations under the mu—
tual defense provisions of the Rio Treaty, That these objections did
not materialize can be atitributed to a considerabvle extent to early De-
partment of State action in telling Latin American governments that US
participation in the Pact would, in fact, constitute a powerful deter—
rent o any potential aggressor, and thus strengthen the security of
the Americas, RNesentment might have been expressed in certain countries
by military leaders who felt that the US obligation under the Pact to
send arms ¢ European countries would lessen their chances of getting
US arms at a favorable discount, This issue has not yet appeared, nor
is it expected to find particularly vigorous expresaion, The Hemisphere
arms-standardization program = advocated by US authorities but lacking
the legislative action necessary for complete implementation — still
stands as approved policy and probably seems not to have been pushed
much further back by the newer proposal. Also, it may be that delgyed
legislative implementation of this program and renewed availability of
altermative sources for arms purchases have cooled Latin American inter—
est in the whole idea,

Communists in Latin America have not yet used the Horth Atlan-—
tic Pact to any extent as a subject for anti-US propaganda, A certain
amount of drumming on this theme may be expected soon, however, but such
appeals In Latin America are expected to be ineffective, - Any allega—
tions the Communists might make are not likely to disturb the various
latin American governments, partly because of the general decline of
Communist prestige in the area and partly because of the early consulta~
tions and assurances of the Department of State,

25X6A

2
CONFIDENTIAL
Approved For Release 1QQWDWQ-MOQOAOOOZOOM0007-2



A
> $P79-0w90A000200010007-2

- \3
ieekly Contributions @@tg& 2% Tebruary 1949
7 f
55%8 A°RDP79-01090A0002000100

3, HATTI: Haitian—Dominican Animosity and intra=Caribbean ielations
The wnderiying antagonism betveen these two somtries has been
spectacvlarly emphasized by the 1lioland incident”, (hether or not
Haiti's version of the story coincides with the actual facts, the inci-
dent is a significant illustration of the serious part that such opera
bouffe antics can play in the foreign affairs of those Caribbean coun=
Tries where the governments ave dominated by individuals hostile to
one another., Although unlikely to result in hostilities, this situation
has a divisive effoct on intra~Caribbean relations and does tend to
impair Hemisphere unity, To the extent that it does so, it is adverse
to such US socurity interests as are dependent upon the solidarity of
all 21 Ametd F-056090A000200010
Col. Astrel Roland,
Haitian chargé in Ecuador, conspired with a Dominican cabinet member to
overthrow the Haitian Covernment, As the first step in the plot,
Foland's Belgian mistress, !Ale, Verbracken, gained access to Prosident
rstind in the guise of a writer interested in ilai‘jan folklore, and
made amatory advances which were rebuffed by Tetimé, She then approached
Col, agloire, key Haitlan political figure and Commander of the I'ili-
tary Department of the Palace, I'agloire was amenable to her suggestions,
and a hotel rendezvous was arranged, During the meeting, lle, Verbraek—
en offered hagloire a sandwich, but, smelling damger, he insisted she
taste it first. Lpon doing so, she became violently ill, and, when
charged with trying to poison lagloire, admitted her complicity in her
lover, Roland's, plot, ‘
On the basis of this and other "evidence", Noland was ordered
o roturn to Port~auv=-Irince, and the Dominican fepublic was formally
requested to deny him asylum, Despite this request, Roland, masguerad-
ing as a nmechanic, flew to Ciudad Trujillo on a Lominlcan plane, Sub=
sequently, over a radio station owned by the brother of Dominican Presi-
dent Trujillo, Roland directed to his cowmtbr;men several inflarmatory
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broadcasts consisting mostly of vituperative excoriations of President
Estimé. The laitian Government responded with similar vilifications
of Roland, Fstimé construed Roland's broadcasis as a personal affront
by Trujillo and is reported by the US Ambassador to be in "an aggres—
give mood" and to feel that he ™will have to fight Trujillo",

The Dstir-controlled Assembly, subsequent to the broadeast,
called on the President to implement compulsory military service legis—
lation and has passed a bill calling for a farcednational defense loan
of 3 million, (The latter mcasure has evoked hearty protests from
the wealthy and influential elite, and the president of Haiti's Chamber
of Commerce has described the situation as "tense and likely to lead
to internal disorder®,) On 17 February, llaiti proposed that the Rio
Treaty be invoked against the Dominican Nepublic on charges of "moral
agpression®,

In 21l probability, the provocative actions of the Dominican
Republic were in retaliation against anti-Dominican remarks made in
public by members of a Cuban pood=will mission which recently visited
Port-au-Prince, B/I4 believes that Estimé does not amticipate actual
conflict with the Dominican Republic. Ile has, however, become enraged
by Roland's plot and by Trujillo's apparent complicity in it, and, at
the same time, finds it a useful incident far raising the additional
cash his government so urgently requires,

ECUADOR: The unpopular Plaza administration is temporarily secure

: because the opposition groups checkmate each other, The
Liberals are wary of precipitating a coup because of the fear than in
the ensuing chaos the left-wing elements in the coumntry would be the
victors, On the other hand, the Socialists fear ‘that any revolutionary
action would bring in a rightist government with the Conservative Party
in power because a Conservative is Vice~President, 'Jithin the army
there also exists a checkmate, The dissatisfied officers are led by
Col, Carlos lNancheno and Lt, Col, César Alfaro, who are by no means
leftists, while the subversive moverient among the enlisted men if
Communist~inspired,

BOLIVIA=PERU: Dolivia Charpes Peruvian Complicity in Plot
The Bolivian %&}‘ernmen’ﬁ aec%rea a state of siege on

19 February and protested to Poru concerning the part allepedly played
by the Peruvian Linister of Development in a subversive plot, A revolt
was said to have been plamed by the Dolivian rightist iNR, involving
Bolivian exiles in both Argentina and Peru, Ceol, Llosa, a Peruvian
cabinet minister, is charged with having given "decided moral and
material support" to Dolivians who were thus enabled %o cross the border
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and prepare supplies for the revolutionary attempt, The Dolivien de—
claration regarding the 28)§t)Xds accor anied by swift moves to arrest
INR and labor leaders, reported several weecks
ago that the Bolivian Covernment Planned to declare a state of siege
and to jail important MR leaders prior to the lay elections » it would
now appear that the plot allegations are being used in the government's
vigorous attempt to relieve its critical insecurity (CIA Veekly for 4
Feb L,9), An additional move in this direction is the reorganization
of the cabinet. The Hertzog government has momentarily consolidated
its position by its frontal attack on the plot, but if important MNR
leaders - and their secret sympathizers within the Bolivian armed
forces =~ have escaped, the major trial of the government is merely
deferred,

In Peru, the plot charges will nc doubt erbarrass Col,
Llosa in his rivalry with Junta President Odria (B/LA WK1y for & Feb
L9), even if he is not forced from the Junta,

U5 interests, neither in Peru nor in Bolivia, seem to
be affected at this time,

PARAGUAY: A rift has develgggd between the arr_r% le aders and the civile-
ians in the pgovernment o ovisional President Holon, Army
leaders want Holon to continue in the presidency, while the united
Colorado Party, under civilian leadership, backs rducation Linister
llolas Lépez for the post, Tension has mounted as a result of a meeting
17 February in whieh the difference of views becams patent. The eivil-
ians claim that party wnity requires that Molas Lopez be supported,
Although elections have been Scheduled for 17 April, l'olén eould
probably remain in office with or without benefit of elections if in
addition to his expected army support he receives the support of ILt,
Col, Canata, commander of the Asuncién cavalry, The outcome of this
struggle is unlikely to have any effect on US interests in the area,

ADRGINTTINA = %’xi'_ggntina Seeks US Aid in Crisis
e reron government scems o be endeavoring -~ tardily

ard not yet wholeheartedly, it is true — o avert its overthrow by
geeking US aid and cooperation, and to this end the government scems
willing to accept some sacrifice of the politically valuable appearance
of national economic independence, The army, whose influence in the
present government is increasing to the point of dominance, is support~
ing moderate and cooperation-minded Foreign Minister Bramuglia, some~
times apparently against Perdn himself,

A number of important steps toward cooperation and ¢oward
orthodox rehabilitation of the Argentine economy already have been
taken, The Perodn government recently requested US views on the

]
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desirability of accepting a Soviet offer to pay dollars or gold feor
Argentina's entire exportable surplus of fats, oils, and hides,
Tontative overtures for rembership in the lViorld Bank and Voretary Fund.
represent a complete reversal of Argentine postwar intemational finan-—
cial poliecy, Drastic revision of Argentina's economic and trade policy
by moves toward lower prices aml reduced state intervention is exem~
plified by the dismissal of liguel Niranda, formeyr economic czar,

Argentina’s withdrawal from the International theat Confer-
euce seens a step away from, rather than one toward, international co=
operation, This action may have been due to that government's estimate
that the short~run adventage of obtaining greateor amounts of urgently
noeded industrial imports through barter sales at hipgher-than-world-—
market prices more than offsets the long-run advantapges obtainable
through cooperation in grain marketing, which would involve a cormite=
rent to a “i;wo-dollarmer-bushel maximn for wheat,

Perdn's economic advisers have informed the US that they
consider a substantial<ollar loan indispensahle t7 a solution of the
crisis, If such.a loan is granted, Argentina's natural wealth and
ability to export food surpluses should, theoretically, make repayment
guite within Arfrentuze capacity, dosp:.te adverse trends in world market
conditions, The Perdn administration, however, has not yet offered a
definite commitment to adhere to economic policies best suited to ensure
prormpt pgyment., Nor have other conmtmcnts, such as favorable treatment
of US business, increased cooperation in international arrcnc:Les, and
abatement of anti-US propaganda, been made, The FPerdn administration's
ability to make and keep such commitments m.ll be influenced by the
mmer in which they may be eracted in relation to public, and especial~
1y in relation to nationalist, sentinent favoring economic independence,
If such a loan is openly granted Argentina, unfavorable reaction may be
expected from other lLatin American states = notably Chile, Uruguay and
Brazil == at what they would consider manifest U3 support of the auth-
oritarian and expansionist Perdn regime,

It is entirely possible that the sharp chanpes in economic
policy have been too long delayed to avoid a major political upheaval,
lloderate elements now directing the administration are threatered by
increasing activity of extreme nationalist anti~US forces which Peron
ev:n.den‘tly felt it nccessary to appease in his 18 February reiteration
of his devotion to the principle of economic independence, urthermore,
the acute labor problem azsravating the inflation through strikes for
wage inecreases and through reduced rroductivity threa‘cens to become
worse, Should prescnt effor‘c.s to redirect the Argentine cconory and
to obtain international assistancoe in the crisis fail, and should
Peron be farced from office, any of three developments might occur:
first, Peron mipght he replaced by a military Jjunta, not nece.,samly
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hostile to the USs second, extreme nationalists =~ either military
or civilian = hostile to the US might come in at the policy-making
levels third, wviolence, accompanied by a sorious breakdown of govern—
ment and economic activity, might break out between the military and
labor forces, Such a situation might lend itself to Commmnist ex-

ploitaticn,
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Bolivian Communist Activities,
Present Capabilitles and Possible IMuture Capabilities

Communism in Bolivia is not likely seriously to impair US security
interests, Communist activity is limited largely to propaganda, Present
Conmunist capabilities are slight and it is estimated that these capabili=-
ties are not likely to increase greatly in the next few years,

Clearly recognizable Comrmunlst activity in Dolivia is almost entirely
1imited to continuous local anti~US propaganda, and a local adaptation of
the usual Commmunist Yine, In addition, some Communist activity may be con-
tributing to (1) the increased sympathy for the USSR shown by PIR (Partido
Tzquierdo Tevolucionario) leaders; (2) the continued activity of Slav
groups; (3) clandestinc and irregular immigration; and (L) continued agita-
tion in the PIR-controlled labor unions affecting transportation, and labor-
organizing activity among petroleun snd tin-mine workers,

Present capabilities of Bolivian Communists are limited, They have no
political party of their own, because a statutory provision outlaws the
Party as such, The Communists have been unable to overcome the political
inertia of the illiterate highland Indians who make up the bulk of the
Bolivian laborers, and have been unable to organize other politically or
militarily effective pgroups, DPurther, the repressive political and military
strength of the conservatives has been a major deterrent to the development
of Communism, The number of Communists in Bolivia is considered negligible,
though a 1list of some 500 suspected Communists has been drawvn up,

Communist political influence, where it exists, is exercised mainly
through the PIR, which holds slipghtly more than a third of the elective
parliamentary seats, and ywhich, though it is denied participation in the
cabinet, participates in the executive branch of the goverrment, In addi~
tion, some Communist suspeects hold parliarentary seats, and also some gov—
ernment jobs,

Some Communist influence is also extended through various front or in~
filtrated groups for youths, women, immigrants, Slavs, Jews, and labor ~—-
all of which have been reported to maintain contacts with similar groups in
other countyries, The most important such group is the PIR-controlled labor
federation, CSTB, which boasts affiliation of unilons c¢laimingy membership
of over 75,000 of the 125,000 organized worlters of Dolivia, ineluding 10,000
railway workers, 9,000 textile warkers, 4,000 drivers of taxis, trucks,
etc,, and smaller numbers of construction workers, newspaper workers, air—
line employces, and miners, The CSTD is a member of the Cormunist-dominated
CTAL, and follows the CTAL~Conmunist linc propaganda,
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Present Commumist capabilities for impairing US security interests in
Lolivia appear to be slight, The number of Commmists is limited, and they
lack militant organization, In addition, they are relatively ineffentive
in influencing political~economic life in the country through labor organiza=
tions amd other groups, as contrasted with the influence exerted by the
Bulivian Amy, which is not known to be penctrated by Communists, [owever,
it is estimated that in case of war between the US and the USSR, the Com~
mmists at present (1) through their influence in the CSTD could start some
strikes, hut these could be e ffectively controlled even by a weak govern—
ment; (2) could effect come sabotage of mines and railways that would temp=
ovarily reduce tin output; and (3) could set off some popular demongtrations
~dding to the political instability of the govermment, or join with other
slements in causing its fall, but could not capture control of the government,

vith regard to future capabilities, it scems at present rost reasonsble
to cstimate Communists and even leftists will lose influence in Jolivia in
the cowrse of the noxt year or two,” It would be only through the unlilkely
conbination of astube leadership and propitious circumstances that there
could be a rapid and significant increase in Communist influence and capa~
bilities, It is true that there are some factors which tend to favor Cor—
mmist development, such as continued weak government, lack of issucs within
the PIN to force the Stalinists to show their true colors, economic instabi-
1ity, lack of strong anti-Cormunist unionism, fragmentation of conservative
political forces, and the existence of numerous politicallyambitious groups
within the army and the resultant loss of unity as a stabilizing influence,
It is expected, however, that previously listed factors working against the
Commwniste will prove the stronger, Only ¥wo possibilitics, both remote,
merit particular coment,

‘ The conservative (I (party of former president Villarroel) is said to
have boasted that with L0O armed men it could seize the asoverument by force,
fivon if this boast has some substance = and the Bolivian Government is nor=
mally very shaky — 1,00 armed Comrmnists could not necessarily accomplish a
similar overthrow, To capture the govermment by force the Communists would
probably, because of lack of popular following, have to mster many more
than 400 armed men, Violent seizure of the Dolivian Soverrmment secms quite
beyond present Communist capabilities,

It is, of course, possible that the Jorrmmists might, some time in the
future, gain a measure of increased political power through greater influence
in the PIL. There are, cven now, probably many Commmmnists in the PIL; the
Iarxist ideology of the PIR closely agrees with Stalinist Cormunisn; and
José Antonio Arce, fowder and president of the PID, as well as other PIR
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leaders, have recently showm increased favor toward [ussian foreign policy,
and have disseminated Lussian propaganda through PIR channels, Should the
Communists be able to dominate that party or win iits leadership, and hence
the party, to their cause, even though party strength declines, they would
pain considerable economic strength through the PIl-controlled CSTB unions,
There are at present, housver, no indications that any such Communist sue-
cess is immediately likely,
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The Current Situvation in Honduras

The newly inaugurated Gilves re'gimé is popular, will probably prove
to be a relatively stable and progressive administration, and is in gene-
ral favorable to US interests, '

On 1 January 19li9, Tibureio Carfas, for the past 16 years nresident
and "dictator" of lionduras, turned over directior of the government for
the next six years to his hand~picked and duly elected successor, Juan
Hanuel Gilvez, The latter, linister of %ar wder Carfas and one~tims chief
legal adviser in llonduras to the United Iruit Company, is capable and
strongly favorable to the US, which he has described as the "world's best
defender of democracy",

Galves! progran has a broad popular appeal., Il advocates: (1) the
advancement of agriculture by the distribution of government lands to small
farmers and the improvement of internal transportation; (2) the improvement
of cultural and educational opportunities and facilities; and (3) fiscal
reform, including the broadeninz of the tax base and "absolute honesty in
the handling of government funds", Some progress hasg already been made in
setting up the administrative machinery for the implementation of the pro-
gram, In the matter of ridding the government of corrupt and inefficient
officials, however, Gilvez appears to be proceeding cautiously so as not
to alienate Carias, who 8till wields considerable political power, In
general, the administration is enjoying increasing popularity as the re-
sult of its conduct to date and its apparent desire to improve the lot of
the llonduran people, There seems 1ittle likelihood that either the de~
moralized Liberal (opposition) Party or the notorious grafters who are
gradually being removed from office are capable of organizing any serious
or substantial popular resistance to the regime for some time to come,

Confidence in the new administration, following the uncertainties of
the bitter campaign and pre=~inaugural period, has been reflected in a rem
eral acceleration of business activity., The all-important banana industry
' is slowly expanding its operations and continues to furnish the comntry
with vhatever dollar exchange is needed, and oxport duties on bananas con~
stitute an important source of povernment revenug, A large proportion of
Hondurans are small farmers, and their situation will be considerably
improved if, as seems likely, the govemment carries out its road~develop—
ment plans which will make possivle the economical transportation of sur-
plus crops,

To many, both inside and outside of Honduras, Carfas was a "dictator"
and, as such, was the target of considerable "anti=-dictator sentiment,
His retircment from the presidency has allowed Honduras to assume a more
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passive role in Cent.ral American-Caribbean power-balance rivalries, The
Gilvez rezime has been the object of favorable conr*en‘bs == in sharp con=
trast to the situation obtaining during the Carias "dictatorship" -~ from
officials of such militantly "anti=-dictator" governments as those of Gua=-
temala and Cuba, 0alvesz’ determination to preserve Honduran neutrality =
in itself a stop in the direction of Ilemisphero solidarity -— was vigor—
ously expressed in his Inaugural address,

In keeping with his pacific mtentlons, cmd probably in order to divert
public funds toward more productive projects, Gilvez has reduced the size
of the londuran Army by over 30 per cent, A&lthough the Falace Cuard,
ugportant to the stability of the regime, is now reported disorganized as
a result of current changes, it is believed its efficiency will ultimately
be enhanced upon the completion of the present reorganigzation prograi,

The army is considered loyal and Cdlvez! long experience in administering
the Var Linistry has made hin adept in handl'm" the military,

There is no known Comaunist activity in lionduras, The new government,
like its predccessor, can be expected to suppress any such activity should
it arise, Also like its predescessor, the new government will maintain a
friendly and cooperative atbitude toward the US and can be expeclted to as-
sume a cooperative attitude toward sll neasures desicmed to strengthen
Hemisphere solidarity and defense,

1z,
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The Current Situation in Cuba

(Sumpary: Current political mancuvers will not affect the Prio gov-
ernment 's anti~Cormunist poliecies and pro—-US orientation, Cuban govern—
ment policies toward the US will not be influenced by fluctuations in
the cconomy during the next few months,)

President Prio's government appears stable, The plotting of ex~
President Crau against him and the current mancuvers of Semator Alemén
ard Viee-Fresident Pujol will not seriously impair his position because
he now commands the support of the army, Chief of Staff, General Perez,
origina%ly a protégé of Grau, has publicly affirmed his loyalty to Presi-
dent Prio.

Swgar production for 1949 has been scheduled at 5,68 nillionshort
tons, a8 compared to 6,7 million for 1948, Cuban sugar experts believe
that most of this year's production can be sold at the current relatively
high price, Since world sugar production now approximates the prewar
level, however, Cuba does not count on such sales in 1950 and thereafter.
Domestic adjustments to anticipated changes in the world supar situation
are being publicly discussed, Alternatives suggested ares (1) mainten-
arce of existing markets by persuading the US to increase its quota of
Cuban sugar or by underselling other producers on the world market, (2)
reduction of sugar production in order to stabilize prices,

Renewed interest in the divergification of industry has developed
in the face of a decline in the national income that Cuba can derive from
sugar. Cuban manufacturing industries are now feeling the pinech of post—
war readjustment, however, i few industries with little competition
from imported goods are still operating at a high level, but others which
have to campete with US industry are cutting production. In the textile
industry, the situvatlon is sufficiently serious to impel consideration of
government subsidies and unemploynent relief,

Important wage disputes have arisen in the sugar and transportation
industries because of the difficulty of maintaining high wage levels in
the face of reduced profits. Temporary solutions have been found through
povernment tax readjustments, Two rival groups are seeking control of
the government-recognized nom-Communist Cuban workers! federation (CTC),
Since both are anti=Comrmnist, the oulcome will not affect the present
orientation of the labor moverent as a whole,
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The Prio administration has made no significant changes in foreign
policy, which remains closely oriented to the US, There is evidence of
a more vigorous opposition to Caribbean "dictatorships® s but this is
not likely to lessen Cuba!s intercst in inter-imerican and United lUations
affairs,
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