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Poru-Ecuader border dispute (pe 4)o
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l. GENERAL: Communists Ret~in Labor Influence in Svite of Racent Renrcas on

2q

Although there hag beer no significont over-all ehange in
Commnist laber irfluence s Comamunist lebor forces in a mmber of Latin
American countries are on the defensive, facirg eontimucd or inereas-~
ing reoression and in some cases incereasing opposition of non=-Commnist
labor groups. Communist leaders, however, even when on the defensive,
are varrying anti-Comminist moves and in eertain cases, despite some
losses, have meintrined thoir influence or control over irportant labor
groups.

In YMexico, the strugrle has intensified between Cemmunists _
and non-Communists in important industrial syndicates. Communist
leaders, after being removed from office or exmelled from Important
uni-ns, have formed canpeting unions or pro-Communist coaariltiees within
the unions and have attempted through these rump groups to forece their
way back into power by strikes and s~botage. Although unsuccessful
in their attempt to regain power, the Communist leaders hove revealed
their continuing ability to incite loeal A sturbrnces in mining, vetro-
leum, railvay, and electrie power industries. In most other Mexican
industries, non-Cemmunist organizers have been making some progress
in lining up an important contingent of labor unions interested in
becoming a part of the International Confederation of Free Trade Unions
(ICPTU). The Guatemalan Communist laboy leader, Pinto Usagn, was
expelled from the politically powerful railway union, though he con=-
timues to be an official of cne of the two major labor fedorations
(FSG). As a result of pressure brought by Somoza against the Niearse
guan Confederacidn General de Trabejo (CGT) for disceminating Communist
oronaganda and partieinating in volitien] affairs, the CGT sniit into
Communist and Somocista factions r end the Commumist group now faces
8 possible crack-down by Semoza at any time. In the Panams Canal Zones,
Communists bhave lost lebor influence to the new CI0 union but eontime
to maintain 2 small loeal unien. Venezuslen Communist vatroleum union
offieials, following some months of inactivity imposed by government
repression and illegalization of their federation, are beginning to
attemnt organizational work ond propaganda against government-sponsored
unions. Argentine Cemmunists in imnortant positions in the government.--
controlled labor federation (CGT) are faced with close police surveil-
lance. Hewever, by masquarading as Peronistas, they retain sonsiderable
freedom of action. :

At vresent there is reasson to “elieve that Letin American
Communist 1abor leaders will continmue to retain influenee or control
over Import~nt segments of the labor movement despite some lossas and
mounting ooposition.

VRIEZUELA: No Decision on Succeamsor to Delgade Chalbad
The failure

of the Venezuslan junta government to announcs
the appointment of a successor to the late Lt. Col. Carles Dalgado
Chalbawd, asg expected on the second amiversary of the coup of 24 Novem-
ber 1948, is probobly indieative of considerable baekatage maneuvering

L
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and disagreement among grouns influential with the junta. Far several
days prior to 24 November the appointment of Dr. Arnaldo Gabaldén
(distinguishsd molariologist and director of the autonanous instituts
for the control of foot and mouth disease) appeared almost esrtain,

but his candidacy is not belisved to have boen eliminated. Among other
candidates reported to be under consideration are Lt. Col. Felix Romdn
lloreno, armed farces chief of staff;y Jarge Marcano, retired air farce
colonsl; Infs Emilio Gémez Rufsz, nresent foreign minister, Germdn Sufrexz
Flamerich, Venezuelan ambassader to Peru; and César Gonzdlez, chief

of the Venozuelan delegation to the UN. An additiona) possible candi-
date 1s the governor of the Federzl District, retired General Jusn

de Dios Celis Paredes, who had bsen mentioned frequently in the past

as a strong candidate for provisional president and who would undoubte-
odly have the support of the influential conservrtive Andino group.

Hia appointment, however, vould very likely be opposed by Pérez Jirdnez,
since the latter would be overshadouved by the age, nrestige, nnd rank
of Celis Paredes.

The delay in announcing a successor to Delgade has in all
likelihood been accompenied by » lively Jockaying for position, which
may well have intensified factional rivolries within =nd outside the
army. Unlesa a compromise cardidate cen be found who is accaptable
to all important groups, there will probably be sporadie manifestations
of discontent, such as were common “uring the first months of the
present regime.

ARGENTINAs ondc Necegsity Figureg 'gely in Relations with the USSR
he Porén government's anprovel of the anpointment of a

nev Soviet ambassador 2s well as its encouragement of exvanded trade
with the sateliites 1s consistert with Perdn®s neutral "Third Positicn"
foreign policy, which has been ressserted since the negative domastie
reaction to early intirations that Argentine troops might be sent %o
Korea. A more eompelling reason, however, may bs the urgeney of Argen-
tine immort requirements -« in the face of irmodistely adverss affects
on terms of trade of western rearmament (D/LA Wkly, 21 Nov 50) ~= lead~
ing the government to seek fuel ard machinery from the East desnite
consvicuous failure of the satellites to fulfill expert ccmmitments
in the vast.

The USSR, on its part, evidently hones that pressnt Argen-
tine economic needs will make poszible & commercial agrsemaent which
it can exploit later for political purposes. There are alse indiecations
that the satellite states vill expand their trade with Argentina
== negotiations involving substantial shipments of Czechoslovakian
traetors and Polish coal have already been undertaken =- and that they
will enlorge their commercial missions to handle trade matters snd to
sngage 1n covert politieal aetivitios.

Although the Soviet Union may go to considerable lengths,
ineluding token industrial shipments, in an atterpt to reduce Argentine
support of US global obfectives and te foeilitate covert political
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activity, any basic Argentine alignment with the Soviet orbit, rather
than vith the West, is considered highly unlikely.

PERUs Poru's Stiffe Attitude Is Likely to Ranew Paru-Ecusdar Tensiom
o recent stiffening of Peyu’s attitude toward Beuador is likely

to renew tension in Peruvian~Ecundoran relations and may, if unchecked,
lead to more sericus border incidents than ecarlier seemed probable
(D/LA Wily, 31 Oct 50). On 16 November, President Odrfa stated Lo the
guarantor nations that Beuadoran troope had not withdrawn from the
frontier and thet, if such troops were not withirawn within 48 hours,
Porit would send equal forces to the frontiere Twe days later Paeru
deaspatched a transport from Cellao to the north, vhich, according to
the Peruwian Ceneral Staff, carried only a econtingent of the first
battalion but which sllegedly carried armors® umitse On 21 Rovember,
Oirfa infermed the guorantors that Peru will insist that the main bedy
of Eevadoran troops be withiraun to Quito, whersupon Paru will aleo
return the main body of her troops to Lima. Ecuador has not been
informed of Peru’s more recent ultimatum.

Peru's uncomnromising attituds will unnecessarily complicete
the attempt of the gusrantor nations to bring abent a peaceful settle-
ment of the border dismite and will greatly antagonize Ecuador.

NEIDENTIAL
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The Current Situation in Colombia

(Surmary ~- Barring the incapacity of Gdmez, the government ig
expacted to rerain stable. The econamic situntion i3 good.
Plans are being formlated to reorganize the army in aescordance
with US Tables of Organization amd Equimment. Ceommmunist eapg-
bilities remain slights Colombia hns given conerete supnort
to the TN in Korea.

== U3 interests hava be~n favorably affected by
Colmbi§“s evident willingneas to psrticipate in UN police
actione :

rolit

Barring the incapacity of Gémez (D/LA Wkly, 19 Sep 50), the Colombian
government will remain stable in the camin monthss The change-over from
the Liberal dominance of Colombis (1934-46? to Conservative dominance is
practically ecomplete. With the decree supnlanting Eduardo Sentos as -
presidential alternate and the resignations of Comptroller Genernl Ordonez
Ceballos and of Colonel Hernmando Herrera, the administration has virtually
achieved the elimination of potentially dangerous Liberals from important
government and army nosts. The docree on the nresidential suecession has
been the most violently protosted of recent administration actions, and
the Liberal Part~ has agserted that » in the ovent of Gémez!t incanaeity,
Liberals tovld net recognize the decreo®s provision for sueccession by the
minister of government but would support Santos as the only legitimate
successar. Flans have been made to orgenize the Liberal Party on a
cellulor basis for this eventuality. Revolution against Gémez himself,
hovever, is not seriocusly considered any longers

Eeon

Colombials econamic situation » Which denends almost exelusively on
conditions in the coffee merket, is considered good. Although coffee
nrices have failed to show the sugtomary year-end rige, they have been
extremely favorable to the coffee-producing ecountries for the y~ar ag a
vhole, and no significant deelins is expected.

The development of a more favorable climate for private foreign irmest-
ment in Colambia is indiecated by the govermmentis modifie~tion on 14 Novem~
ber of the unsatisfactory petroleum decree pramlgated in Jamuory of this
year. The modification, which liberalizes the regulation of expvloration
activity, is a result of Gémez~initioted consultation between goverrzment
officials and representatives of netreleun companies and may woll mapk the
beginning of a Colombian govermment policy of increaged coocperation uith

rerelen imostars. CONFIDENTIAL
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: The government's racognition of the Liberal-backed CTC (Confederation
of Colembiasn Workers) on 5 Octcober nrobebly reflects an administration
agtimate that 1t ean now control the labor situation sasily and can afford
to grant this eoncession to its opponents. The recognition had apparently
begn delayed until a decision was secured from the Couneil of State
(30 Sep 50) that the decree of 1946 which prohibited psrallel syndicalism
has been e-nstitutionally abrogated by the decree of 1949. The administra-
tion ie expscte? to continue to favor the Conservative-sponsored UTC (Union
of Colarbion Workers) over its rivsl, CTC.

Hiljtery

Flans are being formulated for the reorganlzation of the Colombian
army. Theses plans eall for the formation of three infantry divisions.
The chief of the general staff of the srmed forces; General Roj2s Plnilla,
avowedly desires to follow US Tables of Organizaticn and Equinment 4in his
reorganizaticn plan, vhich would call for a definite incresse above nresent
army strength of approximntely 25,000 and would require US financial aide
The general stated thot he is very anxioue to exchnnge the Skeda artillery
now on hand for US 105-mm ~and 155-wm howitzers. He also suggested that
Colombials two destroyers should be exchanged for two later type US de-
stroyers. He mentioned that he was thinking of offering the destroyers
for use by the UN in Korea and explained that, if the eontennlsoted exchange
were made, the vroblem of logistical supnort would he reduced since the
requirements for the Colomblan ships vould then be gonerally similsr to
those for US shinse

While it is obwious that the chief of staff has high hopes of using
the nresent international situsation to make a considerable improvement
in Colombia®s military establishment, the US interest, if such thers be,
in an increased manpouer reserve is favorably affacted b+ the attitude of
the chief of staff. Colombia has alrvealy offered one battalion which haa
been accepted (see Interpotional). If further offers of comcrete assistance
are made and accented, and if the US continues its current policy of logis-
tical supnort, Colombia®s actusl power as well as its prestige in Latin
America will be such as to nrovide very strong ineentive for other Latin
American countries to provide manpover in the expectrtion of similar benefits.

gmmmist capabilities for subversive action remain slipht. I% is
true that six Comrunists vent to Europe in early Novewber for the World
Congress of Partisans of Peace and that some of the passages vere naid
from Paris. The groun was reasonably representative of the Colombian Comwu-
nigt Party and the trin may increase the zeal of thess members. However,
the expulsion of Augusto Duran from the party marks a setback for the
organization (D/LA Vily, 31 Oct 50) which will probably outveigh any advan-
tages which tha nardy may dexive from the attendance of the six at the

Peace Congress.
CONFIDENTIAL
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Inte )
Concrete suppert to US military nction in Korea has dwarfed in impor~

tance all other develomments in Colambia’s internaticnal relations Auring
Gémez® first months in office. The acceptance of the frigate ®Almirante
Padilla" by the Unified Commend on 2 October wms followed by = flrm offer
of an infantry battelion (1080 men) to bs used bty the Unified Cormand for
operations in Korea. The US had agreed to squip, train, and give logistie
gsupport on a reimbursable basls provided that the troops were regulcy armed
forces and not volunteers. The Colembian trocp offer was nccapted on

14 Novembera

Although relrtions with the US are good, the question of versecution
of Protestants under the new regire hns been a potential source of serious
friction. Further information has corrected D/LA%s estimate of 19 Sen 50
that anti-Protestant actions in recent months were sanctioned b+ President
Gdmeze It is new estimated that the official actions againat Protestant
schools reportedly teken in seversl of the depurtments of Colombia were
initiated at the depsrtmental level. The telegram sent on 23 October by
Gémez' minister of education to the deprrimentsl governors requiring that
future orders in connection with Protestant schools must have nrior aporoval
of the central government should go far toward minimizing the tensions
inherent in the situation.

In snite of the fact th2t Columbial®s nosition in the Haya de la Tarre
case was not aceepted by the Internctional Court of Justice, Colombis is
not exnected to take any action seriously nrejudieial to ite otherwise
good relationa with Perue.

CONF »
IDENTIAL
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The Curcept Situation in Guaterala

(Sumary == Colenel Jacobo Arbenz has been elected vresident to
succeed Ardvalo. The econmic situntion remains satiasfactory.
Communista made slight gains immediately vrior to the preaiden=~
tial election. The armed forees remain loyal to the adminjis~
tration and eapable of maintaining internal order. Guatemala
hag demonstrated 1ts desire to align itself more closely with
the US in international affairs. ,
=~ IS interests vere temporarily hormed by the
presidential canmpaign, which developed nnd exploited anti-US
fecling. The nossible develowmment ‘of a gtronger anti-Communist
movement once Artenz has taken office may benafit the US.)
Polaitical ’ _
The Arévolo administration has remnined in nover desnite two revoiu-
tionary attemnts in recant months. I¢s control has been further avidenced
“y the electirn of Colonel Jecobo Arbenz (uncfficial administration candie

date) to suescesd Juan José Ardvalo as president in Mrrch 1951. The elections,

held 10-12 Nevember, climaxed a campaign in vhich major candidates opnosed
to Arbenz were forced into hiding, were daprived of orgrnized narty support,
were confronted by arbitrary legal obstaclos to their candidaeles, or (if
able to campaign) ware threatened by hostile Arbeneist~ crowds, Therefora,
even though widespread ovposition to Arbvenz oxisted in noderste 2nd con=
servative quarters, this onposition becsme split and confused, while Arbenz®
elsctoral majority rms assured through control of the labor vote {orgonized
with the help of Camminist labor leaders), the bureaueratic vote {organized
vithin the govermment), and through acontrel of the National Electoral
Board (vhich supervises elections nnd adjudientes disputes)-

D/LA estimates that similer political techniouses, and the same campaign
alignments, will probably bring victory to nro-Arbenz candidates in the
December concreg~i mnal ele~tions, thus continuing control by the administra-
tion.

Egm%i &

The economic situstion remsins satisfactory, thanks to the eontinued
favorable market for coffee, Guotemalals maior exporte Hovever, the lerga
expenditures and inefficient practices of the bihreasueratic Ardvalo adminise
iration contimue as unfavorable fretors s and government regulation come
tinues to cause concorn within the businesas commnity.

As 1n recent years, the tramsfer of revenues fram the national coffaes

nlantations {nominally "autonomous®) has permitted the govermnment to over=
come & ‘uigetary defieit. Although the finel 194950 budget settlement
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iz sxpscted to show a surplus of some §2 million, this surplus will be
swaller than the $4.6 million of 1948-49 ar the §6m4 nillion of 1947«48.
Ineffisient management of Aviateca, the governrent-operated airline,
has recently caused its reorganization s an autonanous agency free from
govermment fiscal contrale. Procereds from an increased coffee export tax
expected 4o 2dd $3.7 million 1o 1950+51 revemes) will be used, among
other things, to liouidate the debts inecurred by the corpany. In the
chicle industry, sgreement 14th the Wri~ley Corpany was exneeted to revive
the trade. However, bickaring vithin government ageneles with respect to
finaneing has delayed initiation of the hervest, and prospects for a good
1950=51 erop have diminished considerably.

No essential change in the economie aituation is foressen for coming
months, though a gradual dounvard trend in foreign exchanre reserves is
likely to continue.

Military

The armed forees remain loyal to the administration and eapable of
maintaining inteynsl erder. This has been demonstrated by the sunrression,
in late August, of a plot among army sergoants revutedly engineered by
retired Col. Migusl Mendozn (an anti-Arbonz nresidential candidate) and
by the suporession in early November of an attermpted coup led by Cole Case
ti1lo Armra, vho had retived fram the army in 1949 following the assarsi-
nation of Col. Arann.

There is no evidence thot the armed forces have recontly acquired
significant quantities of arms or ar-unition, though efforts hove been
made in this Airection. Hovever, other tynes of equimment, (incluéing
clothing and moter vehicles) have revently been obtained en the US surplus
market.

No significant change in the pilitory situation is foreseen.

Subyergive

Slight gnins were mede by Guatemala®s Communists immediatoly rrior
to the presidential elections. Partly as a result of their active and
vociferous opposition, Minister of Government Monzdn, who hzd suggested
8 repressive anti-totalitarian law, was foreced to resign. The Communist
nublieation Octybre (nreviously bannsd by Monzdn) resppesred, the Cammi~
nist-snonsored labor school "Jaeobo Sinches! renewsd its activities, and
Cormminist leaders reappecrad at Arbenz voliticel rallfese A Commniste
organizer obgervonce of the 33rd anniversary of the Bolshevik revolution
was well attended by renresentotives of organized lobar and the thres
mafor political parties. Although it is taue that Communist labor leader-
shin suffered a major sethaek vhen Manwel Pinto Usaga was ownelled from
the potent railvay workers® union in early October, no {urther anti-Cemmunist

moves dsveloned in other unions.
COLTIDENTIAL
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The Guatemalan government contimies to nrofess thot 4t 4s not oriented
tovard Coammunism and in foreign affairs has oonosed the international
Comrunist line on Kareso The army anperrs to be increasingly active in
gathering data on Communists, and high ranking army officers are known to
fovor an anti-Communist policye However, it is fairly obviocus that, in
domestic affairs, Colonel Arbenz (with government approvel) found it
politically expedient to aceent the supnort of Communists in the recent
presidential camnnigne

With the oresidentinl ecmpaign over, the government ard opregident=-
elect Arbenz will nrobably be less in need of Comunict sunporte. Houever,
although Arbenz is likely to move towurd eventual rerudiation of the
Communists, this will probably be 2 gradual develomuenbe

Internatt

Guatemala’s apparent desire to align itself moré closely with the US
in international affairs has been demonstrated by its erntinued support
of the US in the Korean matter and br its ratification of the Rio Treaty
over the protests of domestic Commmists. Howsver, Guatemalals ratifica=
tion of the Rio Treaty was accampanied by a reservation which emphagiged
Guatemalan slaims to British Honduras. In addition, somoe Aisparity ver-
sists betuwsen Cuatemalan nnd US views on “dlotatorships® and "eolonislism® .
Indicative of its continued opnosition to Franso's dietatorship, Guatemala
refused to support the recent TN resoluti~n (sunnorted by the US) modifying
the 1946 resolution against Spaine. Guatemsla's desire to effeet an "anti-
colenial bloe" within Latin Americz has again been evident in its supnort
of the recent Chilean declaration concerning Chile®s Antarctic claims.

Vo essential change in Gustemala®s forefign nolicy 1s antieinated in
coring months.

CORFIDENTIAL
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