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Two developments are found to be of marticular interest this weelk:
the friction botween Peru and Colombia over the safe conduct of Haya de

la Torre (p, 2); and tho evident policy of labor-control of Venogzusla's
Junta (p. 2). |

SULTARY

GIIERAL: The increasing tension between Peru and Colormbia is wmliiely
to lead to military conflict (p, 2).

CENTRAL DIVISION: Venezuela's governing military junta is moving toward
a policy of more rigid labor control (p, 2).

SOUTHERN DIVISION: Ghile's administration will remain inscecure despite
its probable vietory in tho 6 larch congressional elections (p. 3).

In Paragvay a "secondary" bloodless revolubion has made lMolas Lopez provi-
sional president (p., L}. :
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1, GZiBRAL: Increased Colombia~Poru Tension Unlikely to lead to idli-
tary Conflict
For weeks the Colembian Govermment has been secking a
"safe conduct" for llaya de la Torre, the APTA leader, at present in
asylun in the Colombian 'mbassy in Lima, US ¥mbassy Dogotd reports
that Peru's refusal to grant the safe conduct has caused the Colom~
bian Foreign Ifnister to consider seriously the withdrawal of the
Colombian imbassador frem Lima and the presentation of the matter to
the Orpmization of American States, Ambassador Uoaulae further ro-
ports that the Colombian Foreign linister attributes the recaleitrance
of the Peruvian Government to its desive to seek a "foreign adventure
for internal political reasons" because of Feru's "desperate fiseal
and econot@& Bduation”

n Yeuadoran official has
stated that Peru is planning an attack on Colombian territory in the
Letieia region, That the Colombian Government considers this a pos~
sibility is evidenced by the Colombian Foreign Minister's confirma-
tion of an informal military agreement with Feuador against possible
Peruvian aggression =—— an arrangement apparently suggested by Presi-
dent Galo Plaza during his recent visit to Bopotd, US Embassy Bogotd
also reports that the Colombian Govermment is quicRBX1¥&edorcing its

i along the Peruvian border, Information

Findicates, however, an absence of any significant mili~
ary preparations in Peru,

Although a Peruvian attack cannot be discounted entirely,
B/LA feels that it is still a romote possibility. The more likely
development is that, because of pressure from the fire-eaters in his
own party, Odria will continue to find it politically inexpedient to
grant Haya de la Torre a safe conduct, and consequently the dispute
with Colombia will be protracted,

2, VillnZUGLAs Anti-Lavor 'easures may Increase
The military junta is moving towards a policy of more
rigzid labor control, as is evidenced both by impendins changes in
its membership, which may include more anti=-labor military leaders R
and by its action in dissolving the Tonfcderacion de Traba jadores
Venezolanos,

Chaa@(“ﬂ Xd6elembershin of the unta may occur between 9
and 2% lareh, Delgado Chalbaud will
b eased out, and Perez Jimenes will assume leadership, with Llovera
Paen and 1élix loreno completing the junta membership, Pérez Jimd-
nez may be expected to adopt stronper anti-labor measures,

The recent dissolubion of the Confederacién de Trabaja~
dores Venezolanos may be the first step towards complete suppression
of labor unions. Increasing labor disturbances, together with pres=—

o

sure on the junta from anti=~lacor military leaders, provide a
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background for this action, The CIV, a confederation of all the
former Accion-Democrdtica—controlled syndicates, including Fedepetrol,
claims a8 membership of %00,000 workers, Its dissolution will de~
prive the non-Commmist unions of coordinated leadership,

Further anti=-labor measures, accompanied by a possible
incrcase in wnemployment resulting from cutbacks in oil production,
nmay create a situation favorable to Commnist propaganda, The dis-
solution of the Accidn Democratica confedsration, along with the
imprisonment of AD labor leaders, creates a "leadership vacuun"
into which the heretofore ineffective Communist Party may move,

3, CHILE: Administration to Remain Insecure Despite Probable Ilection

Victo

The 3 March congressional eclections vwill provide the first
national electoral test of President Gonzalez Videla's vigorous
anti~Communist campaipn initiated when he broke definitely with the
Communists during the coal strike of 19Li7. An election victory is
expected to crown the anti-Communist stand with apparent vindica-
tion, but not greatly to strengthen the Presidont's precarious poli-
tical position,

The pro-government bloc of Conservative, fadical, Liberal,
Demperatic, and right-wing Soclalist parties united for the elec—
tions in a government-sponsored electoral pact seems to promise a
little more than 50 per cent of the registered voters, against about
30 per cent for the opposition, Vhile the government's apparent
strength might be undermined by.defections from the pact resulting
from internal party frictions =— such as the controversy betwoen the
Traditionglist and Social Christian factions of the Conservative
Party = such defections are not likely to be sufficiently serious
to prevent the return of a pro-government majority.

Anti=-administration forces — composed of the FRAS coalition
of various minor parties plus the Communist—~dominated liational Demo—
cratic Front that includes the Authentic Socialist Party and about

60,000 "ex-Commumnists" who were not disenfranchised under the Defense -
of Democracy Law = are not likely to increase before election day,
Opposition strength could, in fact, be greatly reduced, should the
administration decide at the last moment to invoke the Tefense of
Democracy law to outlaw the entire National Democratic Front,

Even though the electoral pact results in the return of a
pro~government majority, it is unlikely to prevent dissension among
the participants following the election, President Gonzdlesw Videla,
in spite of Chile's considerable economic and financial improvement
under his povernment during the past year, has not yet succeeded in

3.
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promoting an effective organization of the non-Communist left
(which, in Chile, would probably be a majority) or in building a
stable vorking coalition of parties., Therefore, dissension will
probably continue to impede his legislative program and encourare
Commumnist efforts to exploit the fissiparous tendencies of the
Chilean body politic,

PARAGUAY: On 26 February Dr, Telipe l'olas Lopez became provisional

resident of Paraguay followinz the overthrow of General
Lioldn by Colorado I'arty leaders and jmior arry officera, 1he coup
is believed to have been a move to prevent ranking officers from
securing the presidency for Noldn. This move was taken despite
Noldén's recent statement that he would not be a presidential candi-
date in the forthcoming elections, Ameng the significant changes
in government are the overthrow of such important military leaders
as cavalry commander Canata and Commander in Chief Villasboaj the
reappearance on the political scene of Colonel Stroessner (former
infantry commander) and Ceneral Diaz de Vivar (who reportedly re-
turned from exile in Argentina to assure command of the cavalry)
Thus far, no bid for recognition or no statement of policy have
been issued by the new government, It is believed, however, that
the Molas regime will follow the pro~US orientation of its predeces-
sors,

L,
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Effect of the liicaragua=Costa Rica Pact of Friendship

On 21 February the representatives of licaragua and Costa Tica signed
a "Paot of Triendship", by the terms of which the signatories agree to
consider their recent d:,fi‘erences settled and to submit any future pro-
blems challenging the principles of non-intervention and solidarity to
mutual consultation and conciliation, After the pact was signed, the
Council of the Organization of American States (COAS) declared terminated
its functions as the Organ of Consultation under the terms of the Pio
ireaty, and also disbanded its military investigation committee,

The signing of the pact by Costa Rica is a result of Ulatista opposi-
tlon precssure put on the Figucres government to cooperate with the COAS
and to withdraw from Central fmerican entanglements, The real responsi-
bility for the security of Costa lica apainst invasion; however, still
rests with provisional president Figueres, The absence of an adequate
zuarantee of security from the COAS and the withdrawsl of the military
observers Jeave the Figueres government in the same insecure position
vis~3~vis Calderdn Guardia and Somoza as existed before the C0AS first
acted in December, [Figueres can be expected, therefore, to continue his
policy of compromise between dependence on the Caribbean legion for pro—
tection and compliance with the terms of the COAS resolution which, in
effect, enjoined the removal of the legion from Costa Rica,

To Wicaragua, the pact is invaluable propaganda, as it gives dignity
and publicity to Somoza's willingness to negotiate, Furthermore, it is
unlikely that even a scrupulous observance of its terms would Involve any
immediate change in Somoza's plans, !or it is estimated General Somoza
does not ~— and in fact, probably never did ==~ intend to involve his
military establishment in an extensive external campaimn, His support of
the Calderon forces at the time they invaded Costa Rica seems to have been
to insure the initiation of a revolt that would forestall and delay pos—
sible Caribbean legion action against himself, Intervention by the COAS,
even though it brought out Somoza's complicity in the revolil, also had
the effect of disrupting and delaying the plans of the Legion, - In the
absence of an irmediate threat to his re; 1me, therefore, Somoza can now
afford to keep his powder dry wmtil a new crisis approaches,

It is apparent that the COAS intervention based on the Rio Treaty was
effective in limitinz the development of the iliearagua-Costa Itica affair
and bringing about renewed manifesta.ions of friendship., The pact itself,
however, though a product of international intervention, provides that
the tasic difficultics be solved on a bilateral basis through consulta-
tion between representatives of the two rovernments, The pact will

SNFDLTIAL
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probably be criticized as indicating the avoidance of responsibility by
the international body, on the groumds that the nroposed bilateral con—
sultation may be ineffective, and that no really effective pvarantee has
been given against a recurrence of the situation that first precipitated
COAS action, Sueh eriticism will supplement that already expressed con=
cerning the inability of the COAS to implement its resolutions through
cffective sanctions,

U/LA estimates that COAS action in this affair =—- substantiating, in
cffect, the allegations of both sides but Placing responsibility for all
curative measures, including implcrentation of the recently signed pact,
o the comntries themselves = has done 1ittle to alleviate Central Ar—
erican tension, and therefore that there has becn no gain for US security
interests in the political stability of Jentral Ameriea,

_—
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The Current Situation in Uruguay

The present Batlle Berres government is stable and is not expected to
alter its traditional pro-US orientation, Political and economic diffi~
culties still exist, but are not serious enough to threaten the covernment's
continuance in povier before the 1950 clections. :

Tn domestic politics, a shortage of beef in the llontevideo market has
heen used by the persistent Herrerista opposition to challense administra=
tion policy and as a possible major issue in the 1950 elections, The es~
tancieros, many of whom are Ilerreristas, have rcfused to sell their catfle
in the controlled and low-price Iontevideo market. The Tatllistas, with a
traditional policy of cheaper meat for the urban population, have stubborn~
1y maintained the system of controls, A recent alleviation of the shortage,
however, has been of politizal advantage to the tatllistas,

The Communists, wder close surveillance since October 1245, are wnder—
poing a financlal crisis and at present do not constitute a serious politi-
cal or subversive threat 4o the sbability of the rovernment,

In international affairs, major interest centers on Uruguay's continual
"cold war' with Arpentina which continues with somewhat lessened intensity,
Possibly in part as a product of its antagonism to Argentina, Uruguay con=
tinues to withhold recognition from the "military" governments of Peru,
Venezuela, Tl Jalvador and Paraguay and has attempted to take agsressive ac=
tion against Togotd iesolution XXXV by organizing an "American Cormittes of
Defense of lemocracy", desiged to consolidate the liberal clements of the
American republics in opposition to "military governments" and “dictator-
ships", US recornition of three of the four nations which Uruguay does not
recognize has been criticized rather severely by Uruguayan officials but it
is not estimated that this will affect US=-Uruguayan relations significantly,

The Uruguayan cconony has been affected by the Argentine economic crisis,
The decline in dollar value of the Argentine pesc has been reflected in the
similar, though less serious, decline of the Uruguayan peso's value in terms
of dollars. As important to Uruguay as the lessened purchasing power of its
monsy is the fact that irgentinc exchange controls and the unfavorable Arg=-
entine/Uruguayan exchanze rate has reduced /rgentine tourist trade in Uru=
gwyan resorts =-= an irportant source of national revenue, The same shift
in exchange ratios has stimulated Uruguayan travel and spending in Argentina,

Uruguay's favorable btalance of trade during the reriod 19l7~LS has been
reduced by half. The wool market is slow and e poris of the current season
are 2% per cent less than last year, Although there is available for

~HNFIRENTIAL
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export in the coming year 200,000 metric tons of wheat, prices are lower than
last year and sipnificant sales have not bcen made as yet, though it is ex—
pected that ECA purchases may help to make possible the disposal of the en-
tire amount, :

Inasmuch as neither economic nor political problems are great enough to
cause any serious fear of unconstitutional or subversive moves against the
government, political interest focuses on the coming 1950 elections where
the principal contest will be between the lierreristas and the Colorado candi-
dates, The present period is one of pre—election maneuvering and no clear
picture has as yet developed,
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