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1, MEXICO: HMarxist Unieg Conference Scheduled v ‘
‘ . ‘aviempu Lo consolidate adl Communist groups amd

‘ unaffiliated Marxists will be mde mext July, cocordiag to an
amouncenent by the splinter groups, Accidn Sccialista inificads
(ASU) and Movimiento Reivindicador del Partide Counrdsta {LRPCY;
these growps ars evidently going ahead with plasnc for a “longress
of Marxist Unity" despite their failure in a recen zeeting o sec.uo
adherence of important Marxist eloments s including the Partide Jom -
nista Mexicano (PCH),

The failure of ths unification attempt of last dJanuary ca'.,
in a large measure, be attributed to the govermment 's sustained an.o.
Comminist drive. D/IA sstimates that the July comress will nob
prove any more successful because the govermment, corcistent with
its policy of limiting the capabilities of opposiiuion groups, myy b
expected again to renew its anti-Communist campalyg,

2. BRAZIL: Virglent Commnist Campaign Against Rio Lketing of US
ssadors _ :
e zillan Commnists are corrying cn o well-plarmed an. .
widely organized campaign against the conferenc: of U Anbassadors
being held in Rio de Jansiro this week. The Commurisis ars alsc a
attacking the visit of Mr. Kennan and Assistant Secretary of State
Miller whom they term as "Yankee sSpies’. The fwasilisn police have
stated that this campaign is more virulent than amydhing in their
rocent experisnce; thsy have taken preventative measures against
Communist organizers and have already made several arrvests, Althous:
the Communists may be able %o stage some demonsiratio:s requiving
| | tha police will be ablo to reslore order befo: -
~ the demonstrations reach serious proportions, the aruy wilts in and
immediately adjacent to the city of Rio, mergover, e eubirely loyu.
to the govornment and can be used in any emargeicy.

3. CHILE: Goverument Move Towards the Ieft
Inthe face of current adversifies Chile hes vaken a step

tomards the left by installing a predominantly leftist coalition cav.
net in place of the former one, which “vas componed of parties beth o
the left and the right, Sueh a step is lilely to force Prasident
Gonzale: Videla to alter his previous middle-of-ths-rrad policy of
collaborating with both rightist and leoitist groups in favor of a
more leftist aricutailon, He may also, as a resuli of the cabinct
change, bz somewhat restricted in his we of the Defense of Democra;y
law and the Special Powers Act which have proved invaiuable W2RPONS
to him for mintaining order and controlling Commurist threats, On
the other hand, it ic unlikely that Congress, containing a large
Conservative bloc, will emact dangerously radical wmeact 23, . While

i it is true thai the Commmnists my fird a wore fricndly attitude from
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some of the parties in the new cabinet, D/IA estimates that the nove
to ths left will not result in sufficient Communist strength for the
Commmists to become an immediate threat to the stability of the
govermment,

i. ARGENTIMA: UK-Argentine Trade Relations

Unsatisfactory UK-Argentine trade relations, vhich adversely
affect Argentina's economic stability, are not expected to be substan~
tially improved by the forthcoming negotiations between the two coun~
tries, In these negotiations, which include establishing the meat
price and trade goals for the second year of the June 1949 commercial
agreement, Argentina is in a poor bargaining position with iis princi-
pal customer, the UK, Argentina's critical shortage of sterling hae
boen due to 2 reversal of its traditional favorable balance of trade
with the UK and to dependence on British supplies of fuel and other
essential materials, The UK is therefore in a good position to press
for continued low meat prices, for revision of Argentine exchangs -
rates favorable to the UK, and for commituents to liquidate fimancial
and commercial arrears, The UK will probably agree to expand its
purchases in Argentina, while the Argentines may male some concessions
regarding their exchange rates, Although there has been no indication
as to the extent the Argentines may be prepared to resist British
pressure, there is resentment against the UK for reducing purchases
partly to mancuver Argentina inte an unfavorable trade position,

There is also increased evidence that Argentina is becoming disillu~
sioned with such stiictly bilateral trade schemes which, in this
instance, has resulted in aggravating trade difficulties and reducing
the total volume of trade, .

In view of these circumstances, there is little reason to
expect that the new nogotiations will produce results any more faver-
able for the Argentine economy than the commerical agreemont of June
1949, | | (D/1A Wy, 6 Jul L9),
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" ."ighe Ourrent Communist Situation in latin Anerica

¥ : - Exreptions to the grédwally declining treud in Conmunist |
"apd influence in latin America have appezred during the past
L quarter. ‘Rowever, Coxmupdet aotivities have continusd at about the

| s&se low level and Communigt capabdlities in Latin America still re-

Mg Tremds and Current ““"'%“? s | | |
" the pas ce N0 vities of the Commnist parties in

Latin Ameriok have been concerned largely with the probiems of conbinuiny,
to exist, Emphacis has “ecn placed oa lsbor organizations in scme aress
and‘onigelitical deals in qthers. Yo regain pcpular support, and to countore
agt the very damaging charge of USSR controi made againat local Communds®
Parties, the international aspects ol Communism have been generally sofé-
pedalled and local issues hawe-bech eaphasized, The "Penca® campaign has |
last most of its monentun, though it has gone ou quieily in some pizces, |
The Communist-dominated Confederacion de Trabajadercs do la Awerics Latira
(M&)éy"maoring ‘a’South Amerioan lgbor conference planned for ¥arch (950, -
* . . ‘ FE ; :

.Lowhes: Commnist strength ebbed slightly in Mexico, Argentins, and |
ColonbIF dur ng the past quarter, largely because of goverament sponsored |
ant-imjéat activity. R

¥

4

A T 4 ’ oo e : s
. - In'Mextico during the past three ponths, the administration has been
devalopdog.§ more or less systematicd @uti-Comaunist campaign, ihen the

c #ts hegan to criticize the’ glvernment and the president, Commeniai

isadership of thd oil unions was mamed¥ered out of office and replaced by |

3

opportuntsts, who may alszo be.fommulsts, but who faver the administration.
When Commygpilsts begon o use the t&kl strike for organizational purposes, |
the goyprument declared it 31legal 3nd.broke up a union meeting with some .
violende and unfavorable publicity, Recently the President activatet a |
youth group to compete with Commumist end other political elements seeking
to develop support in that sector. ' ;
. ’ |
. In Argentina, the comm!itee cn anti=Argentine activities haa procecded
to clos# ‘Comminist newspapers, and Party and Tront=group headquarters in
varicus provinces; and 2 purge of Communists from the cificially supported
lutox federation {CGT) has alsoc been continuing, |

,, Iin Colombia the. Commoni 3t Party headquarters wag ralded; and the Com-
r;m:\dst«:inflﬂuenced laboy: federation {CTC} was discouraged by various devicsap.

: Gains (n the other hand, there have beem 2light political gaing in
Communiat strength or influence in Guatemalz, Ei Salvador, and alsc pogsi-
biy Cubgo The second of the ‘wo major Guatemalan labor federations joined

h - -,
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- such as the eligning of the Rie treaty by Guatemala. Co
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the CTAL and the WFIU recently and Commundst sywpathizers in tha+ con try
repurtedly sre working in the leftist partics, which are sapporting ¢ ‘~w~ﬂ
Arbeans - the ieading presidential candidate for the coming elettiocss. In
Gustemala, Communists have not ocly been tolerated, buh also Communiat F:nhi
#redps have been government suhsidized; and Communistically inclined psrsons
hnve been given government jecbas. As a conseguence, in the coming quarine,
Somgunists may b= sble to gain Durther political influerce in this coantzy,
Ia B} Salvador Communists have comblned two political psriies and casld popsi-
biy identify themselves with the Libsral elements dissatisfied with the can-
Gidacy of Major Osorio, In Cuba, the Communists are preparing to join forres
with the Batista-0Orau opposition to Prio for a by-election. When this i3
accomplished, as seems likeiy, the Cuban Conmunists will have made a diatinct
gain, :

Slight gains havs been noted in Communist influence in labor in Vencsuela,
Paru, Costa Rica, and Nicaragua. In these countries, Communist labor activity
hae been tolerated since the present regimes consider this no threat to then.
it is estimated that, although some further labor gains might accrue to thye
Communiata, the governments in each casge couwld sasily contaln guch gains.

Ho Change: In the other countries various faciors have resulted ino uﬁ
change in Communist strength, In Brazil, Bcll-iz, and Chile, Communists
nave been arrested, fined, jJailed; and dapertnd Cormunist propagandz hsu
been seized; antiwCommun‘sf propaganda hes besn geperaled, and general e
pression of the Communists continued. This repression has prevented tho
Communi stz from making any gairs in theose countries,

Frobable Future Developments

In Mexice and Argeptina it is estimated thab in the coming thiee moithe
the Communists will lose some mare of their shrenpgth and vropaganda machingzy;
through anti-Communist governmen: action, while in Guatem:le and Cuba they
will score further gains, In thus other fstin American countiiss it is Le-
lileved that the Communists during ti*s pariod will maintain th@ir organian
tion, activities, and propaganéa at 2bout the same low level as in the Fas’
quarter. The "Peacs®™ campalign may be axp@r%ed Lo go o on Qo 1et1y in some
places, but no hewisphore-wide "Peace® mectings will tske place soon, The
CTAL Labor Conference will probably be pestponed; bub when held may alse bo
a front {or bemisphers-wide secrel Communist meetings, =nd & forum for anii-
US propaganda. Anti=US propagands iied to popuvlar loea! tasves, may; in
some instances, result in delay or obstruetion of developaents degired by ES;

mnks Jt ’V‘Oa.’tml of ‘

labor in transport, poert, communications, and Sfrdbﬁgl& miterizls is aol ex-
pected to increase durlng the pericd. and Commumist dnsgiced or prolongsd
strikes will noti sericusly affect the flow of Latin American maberials to |

‘the US. -
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The Cuirent Situation in Peru

(Summary == The Odria regime, despite growing political opposi-
tion, maintains its astabliity. The economic situation continues
to show some improvement. The armed forces remain substantially
loyal to the govermnment. Although the Apristas have beconn
somewhat bolder, they are unable tc mske 2 major move; tho
Communists do not a% present constitute a significant force.
Feru's relations with other countries have increased in cordiality.

~- The situaticn es te US interests has beon adversely
affected, to a slight degree, by delay in the issuance of a patre-
leum law favorsble to foreign copital cnd by the Peravian govern:
mentts failure to allcw payment of a large commercsial arvearsge
due the US.) :

Pclitical ,
e Odria regime, despite growing political oppesition, maintains
its stability, Some political groups oppose the decres poverning bthe

2 July elections and feel that the regigrnation of (dria cm the day of

the electiocn in order to run for President will not satisfy relevant
congtitutional provisions. Hurther dissatisfaction iz engendered by
odria’s failure to mest conflicting demsnds for congressicnal seats -
lately the object of a strenuous campaisn by interested individuals.
Hevertheless, Udrfa still has the nominal support of the major legal
parties, of most of the former independent congressmen, cnd of the
powerful Miro Quesada and Prado factions. . Since he controls the armed
forces and has arranged mztters so that the Apristas, Pera’s most auweerous

political group)) |odria should be able to look forward to
victory | | /1A estimates that the dissatis-
faction of various polilical groups and portious of the armed forces is

not likely to threaten the temure of the Junta prior to the election.

Economic : :
Peru's economic situation continuves tc show scme improvement daspitﬁ
unfavorable factors., While the national budget for 1550 iz nowinally -
balanced; it authorizes a total expeuditurs 42 percernt more than the
1949 total. Such a large increase in the budget was & shock bo Comner-
cial circlss. Contrary to the recesmerdations of the Zlein ¥ission, ne
provision for new taves haz been made. Thus, 1% aspears that the goverie
ment will again be forced into doficit financing with its attendant evils.

1

0f concern to the U8 is the repert thut the new petroleum propoaals

SECEET. | 6.
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ez ~- DAy be held up wntil Congres
ase netionalists in Songress wualh
the probable resuld thad the Jinal
tive 1o LorLJ g caplial,

== jnstead of being issued as a decy
can enact them into law. In such z ¢
e ceriain to make many changes with
law would be nnﬂlderaoiy ieuc attrac

In the last months the sol has continved Lo wppracilate but s
to have found its level. Ag foreign cuchangs is oufficisnt for is
no major variustions are anticioated in the euchunge rate for the imme-
diate future. Prospects for cotton, Peru's most i pm**qut ekpert, are
more favoreble than at this time in 1949, while the 1949 sugar hurvest
ig expected to exceed slightly that of 29L8. In geners:l, economic
prospects for the next quarisr appear reascnably prowising.

Mili Ex :

e 0dria regime maintains conirol of the arm=d forces degpite the
existence of various disaffected and subversive groups. 7The govermment
is keeping under surveillance General Noriepge {Ministsr of War), Col.
Alfonso Llosa and Col. Montezs, reportedly D}uttlub yapdrato;y against
the regime, and has arrested other offiners. 0Col. Honltewa represents
the most dangerous bthreat because he has the support of influential
civiliansg. :

December marked the clese of the training period {or the Peruviar
zrmy, after which conscripts were disuissed and a rew class of 17, OOO
was inducted for a two-year pericd, There has bee en, ihevefore, the
normal decline in efficiency and morsle. Appropriaticns for the armed
forces, though increased in amount, still constitute 20% of ihe total
budget. The Air Force has been disappointed over a US decision refusing
export permita for L jet planes om which down payumen®s had been made.

Subversive : .
The Apristas -~ the most numerous group opposing the present regling

-- remain dlcorvanlaed by continusd vepression and survellance and con-
sequently are so weak that they are unible to make any major move at
this time. Nﬂverthelesq, as a result of the slight decline in the
strength of the Odria xegiive, they have becoume uomuahat belder. Their
potential for causing difficcliies in the future, therefcre, is blgm
niflcant primarily in relation to the inner we:ikness of the Odriz regice

hich could develop over the longer term. The Communists, on the other
hand, represent such a swall group nuwerically that it is unlikely that
they will constitute a2 rignific°nu force during the coming wonthe cven
if the regime contimies to tolerate their sctivities.

International

Peru's foreign relations have increased in cordialilye. It is trae
that commnercial relations with the US havs uﬂcm,dm%*ruﬁlj affected by

the Peruvian goverament’s disvegard of itc lorge commercial debt to the
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US in favor of a relatively smzll current debt to Arsentina, Furthermc
the imminent recopening of Peru’s long-sis ud¢ng boundary nkbgutc with
Ecuador at a meeting of the guaranter nations . of the 1‘h2 JG PTOibwdi
may cause difficulties., On the other hand, = Peruvian-Eoyu
agreement has becn drawn up in draft, and Bolivia tasg o
an Anmbassador ho Peru after leaving that post vacant I e o
Peru and Golorbia have zppointed ad hkoc justices, who will be ‘nnor»
porated into the Internationsi Court of Justico, te re- tha Hays @
i2 Torre asylum casge. Peru's closs tles with Upain are indicoled by
the Spanish Ambassador's deceration of Uesrals Foreign jinister and the

|

&3

arrival in Lima in mid=-lecember of a Spanish Folice Mission. On 20 Dece s

ber 1949, a Peruvian-Italian commercial agrecnhnt,whi'h provides Ior the
exchange of preducts on the basis of steriing credids, wois approved bg
the junta.

'
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US-Argentine Relations

An important development in Latin America is the increased poesidility
for an improvement in US-Argentine relations that would advance US interests
both in Hemisphere solidarity and in economic stability in Argentinma. Dur-
ing past months persistent economic dislocations and the pressure of an
increasingly stringent financial situation {uif’:-h shortages not only of dollara
but also now of sterling) have intensified Perdn's recognition of the necessity
for at least limited economic collaboration with the US. Recent events indicate 1
some progress in this direction, in spite of continuing difficulties, :

The head of Argentina’s National Economic Council, for example, has sug
gested that a US-Argentine Treaty of Friendship and Economic Development might
assist in solving mutual problems and in attraciing foreign capital, More
recently the Argentine goverament, now regarding financial assistance from the
JS Qovernmeut as essentisl to improved ecomomic stability, has offered certain
asgurances that it will revige its economic policy so as to qualify for such
US aid, Even though preseni dollar earnings are so reduced as to preclude any
quick liquidation of Argentine dollar irpesrs to Us 1irrmg, regular payments
Ygve already been wndertaken & few months 8go. Furthormore, Perdn now yecogs
nizes the importance of satistying the legitimete noccdy of US business operat-
ing in Argeniina, particularly for assurances against expropriation,

Both the necessity for cooperation with the US and Peron's present attitude
toward the above problems warrant some hope for their amelioration, It is true |
that Peron's political comnitments to state control of industry and his depend-
ence on the support of nationalists opposed to collaboration with the US will
make any conciliatory move difficult for him. On the other hand, continued
economic deterioration «— reflecting not only the lack of improvement under
present circumstances of US-Argentine trade but also the growing unfavorable
balance of trade with the UK, Argentina’s best cugtomer - will have its oma
political repercussions. Therefore, unless Perén is able to solve his diffi~
culties -~ which is unlikely even with retrenchment «- the settlement of some

of the outatanding US-Argentine trade and financial problems will become more
urgent_ for him,
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