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CURKENT DEVELOPMENTS

NORTHERN DIVISION: Rumors of a new invasion attempt to be directed
apainst the Dominiean Republic are found to lack credibility (p. 2).

SOUTHERN DIVISION: Bolivia's government continues to refrain from charg~
ing Argentina with inlterference, probably because such charges would aug™
ment Argentine aid to MNR revolutionaries (p, 2), The Argentine-UK trade
agreement is to the deiriment of US export trade, and while it may be ax-
pected to tenefit Argentina it also poses serious problems for that coum™

try (p. 3).
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1. DOUINICAN REPUBLIC: Rumored New Invasicn Attempt

The U5 Imbassy ciudad Trujillo reports that
the Dominican Foreign linister has learned from a Dominican counter—
sspionape agent that revolutionary forces are assembling in Juba
for 2z new invasion attempt on the Dominican lepublic, dccording
to the report, 27 Americans are included in the [orce of 60C men
who plan to invade the Dominican Republic from llaiti where ini tial
landings from Cuba will be concealed by internal disturbances,

B/IA estimates that it Is improbable: (a)
that as many as 27 Americans are involved in any revelutionary
expcdition now mobilizing in Cubaj (b} that a force of such size
gould be success{ully transshipped to laiti for eventual operas
tions against the Uominican liepublici {e) that the expedition,
even if shipping could be provided, could land in laiti and pro-
gress success{tlly overland te Cindad Trujillo, It is posaible,
aowever, that an attempt against the Trujille recime comparable
to the recently aborted aerial invasion in the Puerto Ilata area,
may be made,

2, BOLIVIA: The government has maintained a conciliatory attitude
Towards hrgentina in connection with the "viliazon in-
cident® (see B/LA VWkly, 7 Jun 1,9) despite sharp criticism by the
press and even by cabinet members, ‘hen Sollvia felt that Arg=
entina was implicated in the IR plot to seize the berder tomn
of Villazon = if only by its toleration of revolutionary acti~
vities on Arcentine soil =~ it made strong oral protesis to which
the Argentine Covernment has not, as yet, replied, Although
_TDolivia sent investi~ators to the arca and recalled its ambassa-
dor from Duenos fires for consultation, it appears likely that
the matter will be dropped. This complacent attitude towards
" Argentina‘s alleged misdeeds has caused the Ilinister of Public
Works to resign in protest, and has caused the most important
daily in BDolivia to wapge a press campaipn against the govern~
ment's policy, This opposition may not effest any chanse in the
official attitude despite the fact that it is penerally recognized
in Bolivia that the presence in Arpentina of a large proup of
chionically subversive MNR exiles will continue to represent a
danger to Holivia's stability and a perturbing factor in Bolivian-
Arvgentine relations, The government!s restraint; in view of these
facts, 18 probably due to the Lelief that 3olivia would stand to
gain little if anythins by lodping charges azainst ArZentina,
and that the adverse effects of such action, on the other hand,
could well result in increased Argentine aid to the MR revolu-
tionarisas,
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The Cuxrrent Situation in Guatemala

(Summary: The situation in regard to US security interests
is somewhat adverse, The govermment still refuses to adopt
represgive measures toward Commmists and fellow-travellers
and to encourage early exploitation of petroleum resources
by US capital, President Arévalo continues to assume in—
tensely nationalist attitudes and to encourage intra=
regional antagonisms, thersby impairing the US concept of
Hemisphere security based om unity of all the 21 American
Republies, :

(President Arévalo!s leftist administration remains stable,
The economy is essentially sound and such adverse trends as
have developed are wmlikely to become serious, Zconomic
and labor policies create difficulties for US capital,
Chief of the Armed Forces Arana remains in complete control
of the military, In international affairs, the country's
anti-dictator, anti-imperialist policy remains unchanged, )

Political

Thers has been nc substantial change in the current Cuatemalan poli~
tical situation in the last three months, and the leftist administration
of President Arévalo remains stable, The trend away from the left con—
tinues as a definite factor in the country's political relationships,
Rumors of revolution, which were rife dwring the United Fruit strike,
have diminished considerably, and the public is now speculating in terms
of who will win the 1950 presidentisal slection, The three government
parties (the PAR, the PAN, and the FPL) continue to support Arévals and
are considering selection of a single presidential candidate, Colonel
Arana, still in firm control of the army and inereasingly popular, is
the most powerful of the potential candidates, yet it is uncertain that
he wo1ld be acceptable to all members of the present coalition,

Eeonomi_c_;_

With sales of remaining coffee stocks continuing steady at good
prices, with foreign exchange veserves still adequate for current noeds,
and with the government planning econumy measures and import contrals to
control those adverse trends which do exist, thz Guatemalan ecoromic oub~
look for the immediate future is satisfactory., By reducing the annual
budget to $41,500,000 (about 4,000,000 less than last year's original
figure and about .:10,000,000 under lest year's final figure) the government
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hopes to forestall a budgetary deficit, As an econony measure {thouph
in part for political purposes) diplomatic missions have been withd~awn
from Venezuela, Peru, Dolivia, Denmark, Belgium, and Holland,

Guatemalan economic and labor policies continue to trouble U8 Capie-
tal, Coinciding with the expiration of their contract with the Inter—
national Railways of Central America s the railway workers! union deranded
revisions in the new agreenent, including pay raises, which have lod to
protracted negotiations and compulsory arbitration of the dispute b a
govermment labor court, 4 Ministry of Fconomy ruling has recently re~
quired the US-owned Rmpresa Fléctrica to pay approximately $200,00° in
back taxes, Pan American AIriines bas been notified that at the exvira~
tion of its contract in 1950 the goverrment will claim, free of parvient,
all nom-flight rroperty., The airline, however, claims the criginal wom-
tract which provided for such a transfer was modified in 193} to give the
government the option to buy only, Pan American is also resisting pov—
ernment pressure to replace certain US technical and administrative pers
sonnel with Guatemalans, Ths government is also attempbting to 7orce the
Esso Standard 0il Company to replace three of its US employees,

The manner in which Guatemalats petroleum resources (as yet untépped)
are to be developed is an economic problem that may become a major issue
wnderlying future political developmerits, There is a possibility i at
serious conflict may arise between Colonel Arana s Whose sympathies sre
known to lie with certain major US oil companies which have already come
pleted exploratory work in Guatemala, and mationalists in the adwinistra-
tion who have recently become interested in a plan of Andrew J, Higgins
whersby the 0il will be exploited by a company backed Jointly by Guote~
malan and US eapital, The oil companies favored by Arana (which are pres
praring to withdraw entirely from Cuatemala) have recently been informed
that Colonel Arana has promised to engineer the removal of Arévalp's
petroleun adviser, Angel Hurtado de liendoza, the man whom the comparies
regard as the major cause of their difficulties in obtaining reasonzble
exploitation contracts, Yet if Arapa attempts to fulfill such g promise,
‘he may expect strong opposition and possible retaliation from natioralists
who would probably accuse him of being an agent for dollar imperisli sm,
The possibility of such a charge is not to be discounted in view of 4
recent statement by Arana, in a private letter, that one oil company had
offered a "donation" of "not less than 25, 000" for charity, public bene-
fit, or "any purpose which I might sugpresth,

The Higgins plan for oil exploitation, which is being enthusiastically
welcomed by the Ministry of Geonomy and Labor, may gain popular support

for the administration and thus weaken Arana‘s position., To the advan-
tage of the administration, it represents a positive approach in coatrast
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to the stubborn negative polioy of attempting to force US companies into
agoeptance of gn extremely natiopalistio and wmworksble Petrolewnm Lasw,

It does, in favct, obviate the necessity of coming to an sgreement with
the established oll compenies =~ the policy advosated by Arana and here~
tofor the only arrangement which had been considered, Mereover, the
Higeins plan allays fear of US imporialimm by permitting nominal Cuatemsl=
an partiscipation and control (51 percent of the stock will be held by the
Guatemalan Government, and 3 of the 5 directors will be Guatemalans), yet
it cannot be oriticized as anti=US since it admits US capital and partial
control. . _

B/IA estimates that there is poseibly an abundancs of petroleum in
Guatemala, but that there will be firther delay in formulating the policy
under which oil 4s to be exploited, Since such Gualemalan oil as may
exist will probatily be mads available to the US in event of an Egat-VWest
war, early exploitation of these resources would favor US security inter—
eats,

Subversive

The liheral~leftist tendencies of the Arévalo government, which pet=
mits Commundsts to oparate and obtain employment in the country on a
baeis of equality with others, sontinue to affect adversely US securlty
interosts, A ' ;

International leftist conventions (ihe Vorld Peace Congress in Faris;
the WFTU meeting in Milans the Continental Peace Congress in Mexlico City)
continue to draw Guatemalan representatives and observers, The goverm
mént's tolerance of Commmism was evidenced on May Day, as President Aré~
valo and other officials reviewed a demonstration by 15,000 workers, in
which were used conventional Commundat propaganda themes attacking the
North Atlsntio Pact, the "imperialisth atomic bomb, and other Soviet anag=-
themas. The government also continues to give employment to persons of
Commmilst sympathies: Jose Leon Depetre, & former Spanish Republican
diplomat and suspected Communist, has been made head of the new Inaiitute
of Diplomatic and Conawlar Treinings Manuel Edvardo Hubner, a Chilean
Communist suspect, has been designated "Press Attaché® to the Fmbassy at
Santiagos Virginis Bravo Letellar, also a Chilean Commumist follower ,
is employed in the Miniatry of Iducationj Jose H, Zamora, a Salvadoran
admirer of the Communists, is employed in President Arévalo's press of=
fice, Other cases might be cited,

In the labor movement, where Cormunist sympathizers have been most

successful in influencing policy, some resistance to international Comr-
munist leadership is apparent, Although Victor Mamwel Gutierrez, pro-
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Commiimist Secretary Geneval of thé Confederacién do Trabajadores de Gua~
temdls, retwrred from the World Peade Congress With tho SURPESTiON THat
Guatemalan worlkers should openly commit themselves as éither pro~3oviet or
pro~imperialist, neither he nor othér labur leaders havé yet been willing
to do so, lMorsover, plans for a congsolidation of labor wnions into a
single organization have been opposed by certain uwndons unwilling to af-

filiate with the pro-Communist CTAL and WFTU, to which the CTG now balongs,

Mlitary

In the field of military affairs, Colonel Arana (Chief of ‘the Armed
Forces) remains in complete control of the ammy, Arana is sald to be
considering removing Colonel Francisco Cosenza as Chief of the Air Torce,
because he has allowed Alr Fores discipline, maintenance, and morale to
reach & low level, While it is known thaet morale has becoms very low
(pilots ealled for duty reputedly have nothing to do but to play poker
or sleep), Arana may be more comcerned with political maneuvering, Co~
senza is believed to be a follower of Colonsl Arbens, Minister of Defense,
whereas Arana's supposed choice, Ideutesant Ricardo Salvador Heprera
(though an wnreliable drunkard) comes from an important family and may be
expacted to support openly Arans for president,

Ihternational

Guatemala’s forelgn policy remains wnohahzed. Its guiding principles,
relterated by Foreign Minister !'ifioz Meany ih a recent press interview,
include (1) opposition te the dictatorships 6f Central Amerdica, the Carib~
bean, and Spain; (2) the defense and preservation of democracy in the
face of atiempts by anti~democratio regimse o destroy it3 and (3) opposi-
tion to colonialism in the Americas, President Ardvalo has indicated that
Cuatemala would align itself on the side of the US in the avent of an Easte
West war, '

Iy way of implementing this policy, Guatemalz has resently (1) per—
nitted the Caribbean Legion to uss Guatemala as @ base of operations in
its campaign against Trujille and Somoza; and has oontinued its policy of
non-recognition of the pgoverrments of Nicaragus, the Domimdean Republie,
Venezuela, Peru, and Spain; (2) given refuge and employment o exiles
from the dictator countries, suoh as Professor Edelbsrto Torres of Nicara~
2ua (recently named director of a new cosducatioral school)s and (3)
continued diplomatic manewvers desisned to obtain intsrnational considera=
tion of the Belize claim, Ouatemala's recent atitempts to forcs recogni=~
tion of Puerto Reco as a "eolomy" whose status should be investigated in
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eccordance with Resolution IXXIIT ¢ the Bogotd Conference is viewed b
B/LA as an attempt to provoke the IS into supporting Cuatemala’s Selize
claim, rather than an indication of fundsmental opposition to the fact
that the US has colonlal possessions,

Although many aspects of President Ardvale's foreign policy are pro-
bably not taken sericusly by responsible statesren in the other Arerican
republics, it is truve that they do wend to encourage rationslism snd an
anti~US policy amcng already hostile groups, To this exbent they con~
fliet with the US concept of Hemiaylere sgeurity based on unity of ail
the Z1 Arerican Republics, '
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