ieelkly Contributions _ F
Latin Amerioa Tramch, ONF, CIA 4
18 January 19&8 E

NCRIMTRN DIVISION: FEl Salvador's Commmist Party has not improved its
Losition as the result of recent change in governmemt in that country (item
1), licaragua's coffee crop failure may make Distator Somozal's position
1293 secure (item 2),

CEWTRAL DIVISION: In Brazil, a Commmist—inspired "Latin American Congress

in Defense of Petroleum! is scheduled to meet in Rio de Janeire in April

(item %), In Ecuador, the prospect of trouble is incroased by the tension

in the army at a time vhen there is general dissatisfaction with the Plaza
administration (item 4), In Venezuela, the strike in the :aracaibo oil fields,
which appears to have been called for the purpose of embarrassing the new
government, may have serious consequences (item 5),

TR

SOUTHERK DIVISION: Paragusy has narrowly averted armed conflict, but as
the opposing forces have not settled their differences the situation remains
tense (item 6), Peru's Odria government, despite prowing opposition, still
is able to maintain itself as it has adequate amrmy backing (item 7)., Peru
and Argentina have agreed to consult before acting on any South American
problems of international character (item 8), Argentina's new constitution-
- al provisions, if adopted, will resuvlt in more highly centralized controls
in that country (item 9), ‘
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%L SAIVADOR: The Commmist position in Il lalvador hag not changed as a
Yosult of the 1l becember coup d'etat in that country,

Communipts ware auick to try to move into L;:’E Salvador following the recent
coup, The naw rovernment, however, deported at least five well=knovn party
members almost as soon as they eantered the country ard did not alier the
nolwy of the previous government with regard to Commmnism, = Consequently,
the roeal Comrmnist Party may not be expecited to expand beyond its present
crall and ineffective scope, nor % attract mech of a followinz even in
the iiberal Fartido de Orientacion Democratica and the tiny labor unionms,
‘The local Communists, however, hope to attract a following through a temp-
~pery strategic propran desisned to appeal to local nationalism and de-
ulgned to appear disarmingly conservative, Their program calls for promc-
tion of a vigorous domestic capitalistic industry in opposition to foreign
imperialism and even calls for opposition to mepasures of the extreme left,
‘Their theory apparently is to fatten the ecomomy for the later kill,

NICAPAGUA: Coffee Crop Failure

The [icaracuan coifee crop has failed and the total harvest may
be the lowest since 1890, according to US imbasgy lanagua,

Since coffeec is an important source of dollar exchange for
l‘icaragua, the country's economic outlook is now "very disturbing", The
cecononic distress that must inevitably result from the crop failure will,
it is estimated, have a disturbing effect cn the country'!s political life

and may cause Dictator comoca's position to become more insscure than
heretofore,

BRAZIL: A Latin Arerican Congress in Defense of Petroleum scheduled for
P1 April 1940 in Ido & Janciro by tho board of direstors of the
llational Center for the Study and Defense of Petroleum was reported recent—
ly in the Drazilian Communist press, The ingpiration for this projected
conrress is definitely Communist, and its purpose is reported to bo that
of nroviding "Opportunity for contact between the representatives of the
peoples of the Continent to asswre national owmership not only of the
black sold but of all the othsr riches of the sub~-soil , ., , such as iron
ore, manganese, thorium, uranium, etc.", It has becn planned that this
congress will differ from the Commmist-inspired Tamplico 0il ‘iorkers Con—
gress in that a broader propapanda front is to be employed, Govemmnent,
labor, and student orpanizations in all South and Central American countries
are to be invited to attend, and the propaganda appeal will be made to
nationalism rather than specifically to labor,

. '_ m 2,
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The conirress is unlikoly to tale place in the form sugmested by
the Commmilst press, FPresident Titra's amounmemant that the federal gov-
ernment would facilitate the establishment of a national refining industry
was widely received as a concrete demonstration of the govermmentts in-
tention to keap control of the future oil industry in Prasilian hands,
Consequently, tho announoceront foiled the Communist effort to unite all
vocal elements of the population againet the jovernment on the retroleun
issue, The comgress, if held at all, is likely to be quiet and ineffective,

. beoause the Commumnists now no lonper have the support of those non=Corpmuniat

elermnts in Dresgil vhich vould be nocessary Lo insure the success of such
an intermational meeting.

ECUADOR: Increased tension in the is inddecated by the report of a CIA

source that Gensral Larrea (a eongenital revolutionary) and
Dr, [iduvardo Ludena (a Commmist) cncouraged a group of non-cormissioned of~
ficers to present an ultimatum to the Cenoral Staff dermanding irmediate
reforms, This precipitated a cabinet meetins after which President 3zlo
Plaza granted an immediate pay increase to enlisted personnel and promised
to consider the other demands made by the troops, The units most involved
are the artillery groups, the Tenk Corps and the "Vencedores" Infantry Regi-
ment, the latter two of wirich are the best equipped and most politically
influential in the Feuadoran Arry. Recent roports indicate a growing dis-
satisfaction with the Flaza administration among the Tank Carps persommel
and state that the corps tan no longer be considercd pro~Plasza, The Ven-
cedores Negiment is believed by some to be loyal tc Goneral Larrea, parti~
cularly because of the proferentinl treatmont piven it (in equipment and
personnel) by the gensral when he was Chief of Staff, In view of the gen~
eral dissatlsfaction with the Plama administration, this army move ic a
more serious threat to the stability of the govermment than it might other—
wise have been and the prospects for serious trouble at any time during the
next few wecks are groatly increased therehy, .

VELEZUELA: The oil workers strike in the lamacaibo ares has not so far re~
sulted in violencoj however transportation snd comwnications
facilities were seriously interrupted. A1l sources agree that the strike
tag called for the exclusive purpose of erbarrassing the military junta,
There is a real possibility that the present situation may get out of hand.
Therc arce reports that the top members of the junta are becoming estranged;
the Joint vieeka of 7 Jan 4O xeports also that "Commanders at strategic gar-
risons at lMaracaibo and laguaira are showing independence of Caracas super—

iors and may bo key factors in breakup of arry unity if internal frictioms
cause shoudotms",

CONFIDENTIAL
3

*

—SEGRET——
Approved For Release 1999/09/02 : CIA-RDP79-01090A000200010003-6

T

T I W T Sy e S S S —

R R b nn s SRR

R

SR R W

N BT TR T W

L KL



L ST ¥
IV )
4 2"

Approved For Rel®8se 1999/09/02 : 2 ¥1%90A000200010003-6

eskly LUontributions _ @@ S 18 January 1949
B/id, CIA ot ‘

8,

7.

PARBAGUAY: Armod conflict averted - -

The onzales poverment hag weathersd another threat to its
existence, but the strange chain of eircuwnstemces vwhich favored Prosident
Gonzilez over his political rivals offers no more than a respite in his
strugrlo for sunremecy vis—-d-vis the i'olas Lépez—Rodriguez opposition
faetion, . .

The incldent precipitating this erisis was the pvblication on
7 Janvary of a letter addresscd to GonzAles and rritten by the President
of the Uolorade Farty Coverning :oard, derendinc the removal of Venancio
“olas Lopez from his position in tho police department on the grounds that
Jolas vms usurping power and wns threatonings Colorados who opposed him and
his brother, Felive ilolas i0pez,  Jeader of the snti-~overnrent faction.
The iolistas, of course, refused to acceds to sush a demand, ith the sup~
port of the Democratic (olorado faction they in turn directed an attack
against the lorifiizuistas supporting the President and demanded their ar-
rest on the grounds that they were blocking unification of the Colorado
Party. The President, probably playing for time, was reported to have-
agreed on 12 Jamary to oust his lorifiliruista colleagues, At that time
tension had mounted until an outbreak was expectsd momentarily, The Asun~
cion police and the Iirst Cavalry Division were expected to support the
l'olistag against the 1lith Infantry Fegiment and the nevly formed Presiden—
tial Guard, believed to bo backing the Conzalistas, At the crucial moment,
howover, the amy, though pressing for wnification of the Colorado Party,
agreed to stay out of the "party affair"; the President of the Supreme
Gourt stepped in andoffered to mediate the differsnces; and an armed con~
flict was averted,

Tho incident, however, is by no means clogsed, The two political
factions may be expected to continue their struscle for power, Signifi-
cant, however, is the inactivity of the police and the fact that the army,
daspite its present lack of unity, has once again proved the directing
force in Paraguayan politics, Continued army aloofness to active partici-
pation in politics should help the army unite and recover its former posi-
tion of dominmoe over the politisal scene, :

FERU: Zetention of control over armmy vital for continuance of Odria gov—

ernment

Opposition to the Odria regime has been rrowine in recent vecks,
The governtent is currently facing opposition by the APRA party (which
claims that it remained practically intact in poing underground), the Com—
minists, and the Dustamantistas, Iany agriculturists also vere alienated
by the recent government decree which provides for labor participation in
profits (see B/LA Vkly for 14 Dec 4S), Cotton growers further object to
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- Mof an intei'national character on tho South Ameriean continent" is the most

ohe export tax features of recorily established exchange and foreign trade
confrols, and racently the covermmnt eetranved the "independent? lezisla~
org isea H/IA didy for 11 Jan 49). S o

Odria apparently believes that he 5.£ morn povorful then the wealthy
conzarvatives vho helped him ints power and can eventually dispensg with
their backing after tuildinT up his labor follmrrine, Icvertheless, there is
no cvidence that the povermment's sooin? rocren has ausceeded in winndng
mora than a modieun of labor swpport, The [ack of unity amony cabinat of-
icials =~ and evon to somr extent within the nrTyy == is repbrtedly becoming
noticeablw, ‘

in spite of theee develer-ants unfatorailo to the Junta, Odria can
Teriain in pover for the prooent ag he now qortrols lendins army officors,
I, nonsver, opposition continues to i:icmam, he may not be able to retain
the support of these koy army {ipures, -

Tha repericed asreement hetwesn tha arcentitne and Peruvian Governments
or prior mutual ¢ on before either governmen es action

specific corroboration to date of the expected inrease in Argentine influence
in Peru (ses B/IA “Kly for L Jan L9 and 23 Dec L),

ARGENTTUA ¢ }ﬁ%ﬂg centralized control of the Argentine life and econ in

a or-valiare state, as developed under Peron, is expec%% to
bz provided in the new Constitution whioh 1ril). soon replace the liberal or—
ganic law of 1853 modeled on the US Corstitution, The Percnista~dominated
Constitutional Convention is axpaected, in addition to authorizings the re~
elaction of the President, to place in the new basic law provisions for achiev—
ing national economic independence, ineluding (1) sharp limitations on the
rights of private property, (2) state control of foreim trade, (3) national-
ization of public services, and (4) state orpanization and development of
rosources, Adoption of these provisions sould further corplicate Argentina's
commercial and financial relations abroad, , '

In advancing his constitutional reform progran, Perdn h2s to a
certain extent endeavored to be all things to all people excepting his in-
effective opposition and he even gave some evidence of a desire to reassure
them, He has succeeded by these means in retaining his strong labor support
and added that of the Commmists and the violently anti-Commmist nationalists,
It would seen possible, therefore, that he may have extreme measures incorpor—~
ated in the new Constitution to appease variouws groups and then actually im~
plerent them moderately or not at all, Argentina's oxigent situation in its
financial ad trade relations with the US, and its impaired bargaining position
in the imminent trade negotiations with the UK, would certainly appear to
caution Perdn against new extremes in economic policy, He may endeavor, as
he has in the past, to trade moderation in implepenting domestic legisletion
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for foreipn concessions; this would appear to be especially 13kely in the
cag: ¢l bho proposed counstitutional réquiremsnt that all aliens must apply
for citizenship after twn pears' rosidence or leave Argentina, In fact,
“he Foreign Office has aircady piven assumnces that the new citizenship
policy will (1) not be retrosctive in apnlieation, and (2) not apply to
foreigners in Argentina on specific businese or professional asaignmnts,
(fbove material, exoept {or last sentenca, used in CIA Weekly, 1 Jan 49.)
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