Approa’ed for Releasg) 999/09/08 : CIA- RDP79$01011d00600020005 -7
' JAN 21 1852
S INFORMATION

CENTRAL INTELLIGENGCE AGENGCY

21 January 1952

SUBJECT: SE-21s PROBABLE DEVELOPMENTS IN THE REPUBLIC OF PANAMA
THROUGH HIDc1952

THE PROBLEM

To estimate probable developments in the Republic of
Panama through mid-1952 with special reference to Communist
‘and other anti-US developments which might adversely affect

US interestis in Panama.

CONC LUSIONS

Lo Econbinicg 'at:n.:ia:l.,a anci political conditions in the
Repﬁblic of Panama are fundamentally unsound and are éuscapt.ible
of Commnist exploitation over the long term. As & political
ﬁiovementg however, Communism in Panama is weak and ineffective,
In no circumstances ‘oould the Communists themselves seize
'péwer in Panama, or othemiﬁe seriously_endangé:r US‘ strategic
interests there, during the per:l.c')d of this estimate and for some

" time thereafter. . 9\
. DOCUMENT NO.
NO _BHANGE IN CLASS. i
ECLASSIFIED
CLASS. CHANGED TO0: TS § ¢
NEXT REVIEW DATE:

Approved For Release 1999/09/08 : CIA- RDP7§§01U‘H@ ggggv%5%0950718 557
eni.0185




Approved For Releasg J999/09/08 : CIA-RDP79$01011&900600020005-7

2. Panams is suffering an economic depression attributable |
primarily to the postwar redustion of US expenditures in the
Canal Zone. Panamanian officials and businessmen look to the
United States for economic assistance and are likely to exaggerate
the Commnist danger in order to obtain it. |

3, The principal danger to US interests in Panama is
the rapid riee of the ultra-nationslistic (anti-US) Patriotic
Front Party. This Party is non-Communist, but is subject

to Comnimist penetration and influwence.

lo Civil disorders in Panama are probabie in connection
with the hreaidential election to be held on 1L May 1952,
'The prineipal candidates in this oiection are Joso' ngng who
is favorably disposed toward t;he United States, and Rubérto
Chiari, who 18 not mfa§orabiy disposed but is supported by
the Patriotic Froni Party and the Communists, ‘I‘h§ outcome of

this contest depends on several unpredictable factors.

5. Remcfng as President, could probably control the situation
as long as he had the support of the National Police.

6. Chiari, as President, could probably free his administra-
tion of dependence on the Patriotic Front and the Communists
if he .had-t.he support of the National Police and the active
cooperation of the United States,
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T If Chiari became Fresident in circumstances which
E rendered him completely déﬁndmt on the continued support
of the Patript.s.e Front, Commnist penetration of the administra-
| tion would ensue and a situation might eventually dovelop'
like that in Guatemala.

DISCUSSION

BASIC FACTORS IN THE SITUATION

PANAMANIAN DEPENDENCE ON THE UNITED STATES

8o Informed Panamaniens realize that close relaticns
between Panjam and the United States .are‘ inescapable, not
only because of US. strategic interest in the Canal and Us
ocoupation of the Canal Zone, but also because of Panama‘’s
sconomic dependence on the United States, At the same time
they are‘ extremely sensitive to a;._ny supposed :lnf:ri.ngaméht of
the juridical sovereignty of Panama. Any Panamanian government
must strike a nice balance between aatiafaction of the popular
demand for the assertion of Panamanian sovereignty and
accdnodation to the realities of the situation. | All, however

nationalistic _their antecedents, have made this accomodation.
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BASIC ECONOMIC CONDITIONS

9. Panama's economic deve'ioment. has beén limited by

| sparsity of population, méagemess of natural resources, and
dearth of capital. Foreign trade is almost exclusively with
the United States. Although most of the working population
are engaged in agriculture, foodstuffe are the principal
import (7“)0 Exports consist largely (613) of one crop,
bananas,; ‘controlled by two US firms. There is an adverse

* balance of irade in the order of $30,000,000 amnually. This
adverse balance is normally offset by dollar earnings in

~ the Canal Zone. Thus the economy of Panama is highly
sénsitive to the level of US agtivity in the Zone.

BASIC SOCIAL CONDITIONS

10, The population of Panama is classified as 1Y 3
white, l?%ﬁegrog and 65% mestizo. Racial tension exista
with respact. to the Negro minorif.ys who are contract laborers
imported from .t.ha British West Indies and their descendants.

A few white families control most Panamanian economic activify
above the level of subsistence farming. The principall
employers of wage labor are the United States (\i.m the Canal
Zone) and the United Fruit Company.
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BASIC POLITICAL CONDITIONS

11. Panamanian politics are eseentially a econtest for
the perquisitéa of office among ihe few families which
dominate the economic and .social lif,eA of the country;
Consequently they are based on personalities rather than on
issues and are characterized by kaleidoscopic shifts in alignment
amongst the many personal factions :anolvm_iq Political activity
is limited largely to the prinecipal cities, Panama and Colon.

THe. PATRIOTIC FRONT PARTY (PFP)

12. The personal polit‘ics of Panama are increasingly
influended by the development of an ultra-nationalistic
youth movement now orgahizod as the Patriotie Front Partyo
The rank and file of this Party are young workers and studentsg
mostly exeitable teen-agersj the leaders are oldsr and more
experienced agitators who have developad the organized mob
into an effective political weapon. The Party’s violently
anti-US line i8 addressed to depressed social elements |

allegedly aﬁffering the consequences of Yankee imperialism.

13, This ultra-nationalistic youth movement was initiated
by Arnulfo Arias in 194L. Its violent demonstrations were
the primary factor in Panamanian rejection of the Dsfense

Sites Agreement in 1948, Although instrumental in elevating
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Arnulfo Arias to the Presidency in 19’49;, it was primarily
responsible for his violent overthrow in 1951. The dominant,
'though covert, influence in the Patriotic Front now appears
to be that of Harmodio Arias, the masier mind among old line

Panamanian politicians.

COMMUNISM IN PANAMA

1, The Communist apparatus in Panama is vundoubtedly
in effective communication with Moscow. There are some
indications that the channel is through the Czech Legation
at caxfacaao- The Comminist=controlled Federation of Workers

(FSTP) also has connections with the CTAL and WFIU.

15, As a political movement in its own name, Communism
in Panama is weak and ineffective. The (Communist) People's
Party has only §ane 700 members,- of whom no ‘rﬁore than 50
could be regarded as a hard core. Panamanian Communists

- are moétly intellectuals who remain as individualistic as'
other Panamaniaﬁ politicians., (Many have been expelled from
the Party in the course of its internal d_:l.sﬁenai«ona p but
retain their Commmist ideology and intellectual influencs.)
In some circumstances, however; the Party may be able to
command proletarian support through its control of the
Worker’s Federation and its influence among the Negro employees
of the Canal.
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16, The most dangerous aspect 'of Communism in Panamanian
politics is the influence of individual Communists (both Party
members and expellees) among the intelligentsia. Communism
in ‘this guiser is not regarded as an alien menﬁce,, ut rather
is intenectually fashionable; In this way Communism exertis
a strong influeme upon both teachers and students at all
levels of the Panamanian eduzational system and, through
them, threatens to control and direct the ultra<nationalism

of the Patrioti¢ Front.

THE NATIONAL POLICE

47. The only armec force .lof the Republic of Panama is
| the National Police, the present active strength of which is
‘ 2,453. The Police are i;airly well equipped with small arms
and control t.b:_e only tonsiderable stock of armalin Panama.
Their morale is goodz “they are unlikely to beceome divided

by political partisa‘.nship-s

18. The National Police are capable of suppressing
any probable Cmnmuni_st‘ or Patriotic Front disorders.,
.They may hesitate, however; to use force against student
rioters, the students b‘eing sons of the "best famillies™
of Panamaq This weakness was illustrated by the vacillation

of the Commandant, Colenel Rem5n9 during the overthrow of

- “Te
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President Arias ’ Remc;n appears to have turned against Ariag P)
not on his own initiative, but because his unwillingness to
suppress the Patriotic Front by force of arms cdmpelled

i . him to side with it,

THE CURRENT CRISIS

THE BECONOMIC SITUATION

19. The postwar reduction in US expenditures in the -
Canal Zone has caused an economic depression in ‘Pana-ma?
i Probably 15 percent of the economically active population of
i ‘ ' Panama City and Colon is unemployed9 Bank deposits have
} declined and there has been an importart bank closure,
Local mismanagement, graft, and capital expenditures .for
»unﬁfoductive purposes have contributed to this situation.
 Most Panamanians, however, disclaim any national responsibility
in the matter and look to the United States for seconomic
assistance. With that end in viéw‘ offic‘ials and Busineasmen
may purposefully exaggerate the Communist danger, the proved
formula for obtaining US aid.
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THE APPROACHING ELECTION

20, There is some d,énger -of ‘riot.oue distu:rbahcas in
Panama, not as a result of Communist exploitatiai _61'. the
economic situation, but in rolat._icn to the presidential
election to be held on 11 May 1952, in which José Antanio
Remgn and Roberto Chiarl will be the principal candidatege
Such disturbances would be in the ordinary course of Panamanian
politics. Any Communist gains from them would be essentially
indirect. |

N4 .
REMON AND THE NATIONAL PATRIOTIC COALITION

21, In October 1951 Colonel Remén resigned as Commandant
of the National Police in order to qualify as a candidate for
the Presidency. The miscellen_y of traditional pa;'tiea or
factions supporting him cglls itself the National Patriotie
Coalition., Their program, as expressed by Rémc:na includes
the maintenance of friendly relations with the United States 9
special attentior_l to agricultural and financial problems »

and free eloctimso

’
22, .The principal element of strength on Remon's side
is the goodwill of the National Police., The present

_ /
Commandant, Lt. Colonel Vallarino, is supporting Remon's
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candidacy, but is not subservient to him. It appears that
the Police, as a force, are committed no further than to

maintain order and ensure a free election.

CHIARI AND THE CIVIL ALLIANCE

* 23, The opposing candidate is Roberto Chiari, a ﬁuccesec
~ ful businessman and member of one of the old families of
Panama, supportedj‘by a group of parties and factions called
the Civil Alliance in contradis_stinction to Remon's "military®
‘ character. Chiari, persocnally, is reasonably well disposed
| . toward the United States; as are his eonservative supporters.
Common opposition to Remo’n, ho;re.verg has brought to his side
the ultra-nationalistic (anfci=-US) Patriotic Front Part,_vo
The (Communist) People's Farty 1‘3 not formally a member of
the Civil Alliance, but is also actively opposing Rem"o,n and
‘ is represented in the Alliance through Communist participation
in the Patrioﬁc Front.

2li; The dominant personality in the Civil Alliance
is Harmodio Arias » who‘is bitterly determined that Rem/n
shall not attain the Presidencyn If necessary, Arias would.
A‘ employ the Patriotic Frontls capabilities for mob violence

' 7
%0 defeat Remon.

Approved For Release 1999/09/08 : CIARDP79501011A000600020005-7

L s e



Approved For Releasg,1999/09/08 : CIA-RDP79S01011AP00600020005-7
R

ARNULFO ARIAS AND THE PANAMENISTAS

25@ A third factor in the political situation is
Arnulfo Arias, the deposed President, who is in jail but
retains & considerable popular following, the Panamenistas.
Perhaps holding the balance of electoral power, Arias offers
his support in exchange for his liberty. Remgn is disposed
to bargain in terms of Ariast®s raiease after the election,
but Arias démands release beforehand, Neither trusting the |

other, no deal has yet been made.

PROBABLE DEVELOPMENTS

26, The outcome of the election depends on three -
unpredictéble factors: the direction in which Arnulfo Arias
throws his support; the possibility of mob actiocn by the
Patric;tic Front; and the conduct of the National Police.

27, * As a self-made man, Remo':: is ambitious to achieve
respectability by attaining the Presidency, hit.herto reserved
for the socially elect. He is therefore sensitive to the
charge of militarism and anxious to -come to power by respectable
(constitutional) means. Probably he could win a free elsotion
with his present support. Almost certainly he would win wit.h
the additional support of Arnulfo Arias.

-1l -
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28, Moﬁo Arias iu determined to prevent RemJn from
attaining the Presidency. It is possible that he might do
so by gaining for Chiari the sui)port of Arnulfo Arias,

It is quite likely, howover,‘ that he will feecl it necessary
to resort to mob violence before the election in order to
influence the result, or in 'order to obviate the election

by selzing the Presidency.

29. If Remcfn concluded that his eiection would be
prevented, by one means or the other;, he might attempt to
seize the Presidency with the aid of the National Polices
The behavior of the National Police in such a case, or in the
face of student disorders in behalf of Chiari, is unpredictable.

Whatever course the Police. took would be likely to prove decisive,

30. Remo’n, aé President, could expect the implacable
opposition of the Patriotic Front and the Communists, including
eivil disturbances; but could probably contro].-“t.hé situation
as long as he had the support of the National Police,

'31. Chiari, as President, would not himself be inimical
to the United States and couid probably free his administration
of‘ dependence on the Patriotic¢ Front if he had the support
of thé National Police and the active cooperatic;n of the

United States,
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32, If Chiari became President in circumstances which
i-endared him completely dependent on the continued support
of the Patriotie Front, Communist penstration of the administra-
tion would ensue and a situation might eventually .develop

like that in Guatemals.

33: In no circumstances is the situation likely to
develob in such a iray as to bring the Communists directly’
to power in Panama or to endanger inmediately the. strategic
interests of the United States in that cﬁuntryo
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