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Iwo items have been selected this week by B/LA as being of particular
interest: that on the US stake in the UK~Argentine meat~purchage negotia=
tions (p, 3), and the item on Colombia's tense mre—election situation (p, 2).

CURBENT DEVELOPMENTS

NORTHERN DIVISION: Cuba's recent supar sales have improved that country's
relations with the US and have strengthened the govermmsnt (p, 2).

CENTRAL DIVISION: Colombia's government is expected to survive the eabinet
crisis (p. 2). : ‘

SOUTHERN DIVISION: Bolivia's government has been strengthened slightly
gince acting President Urriolagoitia assumed office (p. 2). Peruts Jiria
regime has bocome more stable with the departurs of two influential cabinet
membexrs (p, %), EBenewed diplomatic relations between Paraguay and Uruguay
contribute to Hemisphere solidarity (p. 3). The US has an important stake
in Argentine~UK meat-~purchase negotiations (p. 3).
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1.

3.

CUBA: The sale of 950,000 long tons of sugar to the US and Great

Britain boosted Cuban morale last week, Cubans row feel
fairly sure that most of the undesignated portion of the 1949 erop
(about one million tons) will be sold, and believe that economic
depression will, as a consequence, be postponed for at least ano~
ther year, Previously there had been widespread pessimism over the
economlic outlook -— despite the advice of some economists that
potential world demand for sugar is almost unlimited and could con-
celvably grow large enough to stabilize Cuban sales at a high
level ~= and it was feared that the 199 sugar crop would substan
tially exceed demand on the world market

with consequent impairment of Cuban national income, WNow, however,
it appears that the carryover at the end of this year may not preuc-
1y exceed the normal figure of about 500,000 tons, The assuramce
that this year's crop will be sold will improve the relations be-
tween the 15 and Cuba and strengthen the governmont's hand at home.

\

COLOMBIA: Government exrectod to survive cabinet crisis
onservatives an ary officers replaced Liberal
Party members in Colombia's cabinet on 22 lay, marking the end of
Colombia's 13-month~old National Union (a modus vivendi by which
the majority Liberal Party was included in The Uspina government),

‘Despite a Liberal Party threat to call a general strike, President

Ospina accepted the Liberals' resignation rather than accede to

the demand that he replace two Conservative governors with military
officers and take certain other steps to assure electoral guarantees
prior to the 5 June congressional clections, In the face of the
President's determination, the Liberal Party directorate has not
fulfilled its threat of a general strike, but, on the contrary,

~has appealed to Liberal Party members to avoid provocation and to

continue organising for the coming election, It is unlikely, how-
sver, that the directorate's appeal will be entirely successful
in checking violence by Liberal croups. The government, prompted
by sporadic viclence in recent months, had already taken security
precautions, and has now alerted the police and the army, '

It is expected that sporadic violence will continue,
but that it wlll not reach the proportions of a civil war,

BOLIVIA: The shaky Bolivian Govermment has been strengthened
\ sliphtiy by acting President Urrlolapgoltla since he as=
sumed office, His forceful attitude and his policy of close con
sultation with army leaders have combined to strengthen the regime
despite his fallure to persuade other political parties to Join

with the government PUSKE party in the formation of a new cabinet,
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The army has stated that it has had "enourh of disorder" and timt it
favors the control or deportation of uagitators who plan to weaken
the administration by the continuous provocation of civil disturb~
ances | | Consultation with army leaders
~~ a policy scldom followed by President ilertzor = will have the
further offect of stiffening the povernment's attitude apainst

the opposition !2R and PIR parties, I[nasmuch as the subversive
IR and PIR groups are the principal theat to olivian stability,
gtrong army support of the administration =— if it is continued
- gonstltutes a real gain regardless of failure to establish
harmony among the liberal political parties,

PERU: The Odria re~ime has probably mained in stability as a result
- of the departure to the U5 for medical treatmont of it,
Colonel Llosa, I’inister of Tiovclopment., Llosa's relations vwith
a = never very cordial = had reportedly deteriorated lalely,
Since both Llosa and the Uinister of ..arine, Sald{as, had been urm
ing the l0lding of elections at an early date, "dria may have found

‘their "state of health" a convenient reason for suc-esting their

departure | Odrfa's control over the
Junta = am@ possibly over the cowmory = will ‘bx- increased by the
absence from that body of these influential opponents —— zven
though it should prove to be no more than a terporary absence, To-
lations with 3olivia should also improve because 1losa had been ace
cusad of aiding Bolivian revolutionaries and his departure should
allay DBolivia‘s fears as to repetition of such acts,

FARAGIAY~URUGUAY: Ienewal of dirlomatic relations betwuen “ara=iay

‘ and Urumuay murks a gain for 15 Interesis in
Hemisphere solidarily, and re%ieves the nearly two-year period of
strain between the two countries, Tension arose in 177 :lurin: the
Faraguayan c¢ivil war, wvhen the “or{fiiio ~overmnrent accused the ru-
guayan Covernment of sendinc arms and armunition to the rebels,
Despite Urugugyan denials (made somevhat ludicrous Ly the crash of a
plane loaded with guns and ammunition), both countries withdrew
their diplomatic representatives, It was not until Urvzuay's recent
overture toward the l'olas ~overnment that a reconciliation wmeg cof«-
fected, Diplomats will be assimed in the near future,

ARGETIMA: US stake in Arpertine trade nepotiations with UK

In view of the great importance to the ritish, the
Argentines, and the US of current nerotiations on the iArpentine-UK
meat-purchase agreement, the US IZmbassy in Tuenos /ires has urped
that the Department of State discuss with Iondon the irportance of
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agresing on a price sufficient to cover the cost of production, Dis~
agreement over prices has Leen prolonzing the nerotiations; thus far,
the best Uritish offer is stiil below the Britisn estimate of argemr
tina's cost of rroduction, 4 projected higher offer by the .ritish
is tied to conditions that would be disidvantageous to US business
and contravene IT0 principles, Arpentine acceptancc of lower-than-
cost-of-production offers would impair (S interests and US~Argentine
relations, ,

' Thus far the best Iritish offer is 19,2 cents a pound
based on the "ritish estimate of cost of production at 1€, cents a
pound, The Dritish contend that the Argcntines should offsct the
price difference by ;ivin; ritain a preferential exchan-e ratec,
Argentina 1s askin- 21,2 conts a pound based on the packers* { ritisk,
US, and Argentine) ostimate of cost of production of 13 cents a pound,
and pointedly adds that pounds sterlin~ can be bought at as much of a
discount as pesos in the black market,

' - The Dritish "mbassy in Tushdn;ton has informed the Jepart-
ment of State that the UK intends wo offer 17,7 cents a pound nrovided
that Argentina meets the followin: conditions: (1) 30 percent of 3ll
UK exports to Arpentina will be non-essentials; {2} therc will be o

llar payments; (%) there will be no pold guarantec for any favorasle
balances of payments; {4) the UK will receive better than rost-
favored=nation treatment in exchanpe rates, The fourth condition would
give Dritain price advantare over US and other forei m compwetitors in
the Argentine market duwring the proposed S-year period of bolanced
trade, and it is similar to the Anglo-Argentine trade agrecnents of
the '30's that resulted in diversion of former (S trade with Arcentina
to the UK,.- loreover, better than wost~favored-nation treatpent would
contravene ITO principles,

Argentine acceptance of prices lower tham cost of produc—
tion would impair certain US interests and weuld probanly have unfavor—
able repercussions on US-Argentine relations, #1though it is 3.
policy to support the Uritish economy, for political and strate>ic
reasons, it is also Lo the US interest to have the Arpentine meat in-
dustry flourish, leat is still in short supply, and a further decline
in Argentine production cannot be uffset irmediately by increased pro-
duction elsewhere because of the time reguired for such developnent,
Higher prices will have to be paid to the producers to halt the decline
in livestock production and also to the frirorificos which have threat-
ened to cloge because of larpe losses, Yallure 1o cover such costs
will increase existing instability because cf the necessity of subsi—
dizing the meat industry, usually a principal source of income, Con~
camitantly, US packers' dopendence for continued operation on Aryentine
Government relief would be a source of possible friction in US~
Argentine relations, Furthermore, if the Argontine Joverrment feels

- that it is forced to accept an insufficient Dritish orfer, it will

blame the US; it will point to US sales of pork to the (X durin- the
negotiations as evidence of S backing the Mritish position, and it
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will renew charzes of FCA discrimination such as those which atterded
LA authorization of “ritish dollar purchasés of bacon from Canada at
hipgher than Argentine prices,
Resurgence of anti-1S feelin : would rrobably undermine
- the present joint irgentine-US efforts to irmprove trade and financial
relations between these two countries and cause Arpentina to revert
to a policy of seekin; to displacc S leadership in Latin Armerica,
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Situation lemorandum 31-49 o -

The Current Cituation in Costa ica

’

~

(Sumaizz US security interests are not involved in the
present Figueres-llate political rivalry since both are
pro-US, Communism remains of winor importance, A
s 8lightly favorable shift in the country's torms of trade
is anticipated. The military sitwation is confused, The
country's foreign policy contirues to be pro~US and anti~-
USSR. There nhas been a tendency toward lessencd partici~
paticn in Central american-Caritbean power-bLalince rivalries.

The current situatig Josta “ica has developed as rredicted[ |  25X1
25X1, President-elect Jtilio late has a-ain
wirated Nis reluctance to assue official responsibilities, le still
prefers to mitizate the more radical of Junta -nief i‘irucres!' mearures by
innuendo and political maneuver. e hLas glso declined to participate in
revolutionary conspiracies apainst the Junta, hen Uinister of rublis 3ec—
urity Cardona led an abortive revclt and demanded the dismissal of the
- Junta's more radical ministers and a reversal -7 its economic policies -~
- both of which demands had the support of the majority of Ulate's follomers
= the latter refused to join the revclt and remained loyal to i ueres,
dore recently, when the Constituent hrserbly rejected a Firueres-sponsored
new constitution and voted for an 1071 mocdel advoeated by tlate, “i-ueres
\ resicned &s Provisional President. ut Ulate, as president-clect, refused
: to assume office himself, Insteac, le promised .ipueres to make a1s fol=
lowers in the Assembly assumc a more cooperative atiitude if *he latter
would remain in office until # ovember. Sventually, of course, the issues
between the two will have to pe takcn to the polls, In s.ch an evert, 'S
Ssecurity interests will in no way be involved. btk rirueres and late
are pro~US,

- Communism remains of minor importance, The Junta, uron assuring of-

fice, outlawed the Jomrunist Vancuardia forular, ex.led its lraders and

- disrupted its intermal orpanization, The .an uardia aowever, still dis~
tributes propaganda clandestinely, Its publication, Trabu jo, reveals a
schism between present leaders and ’anuel . ora, 1ts exiled chicf who is
berated for seeking publicity without previouwsl; cons:ltin* the party's
political bureau, Apparently in an effort to maxke the Jan uardia nore
popular among those circles that wolld normally Le tac fartiest rescved

. from it in an ideoloyic Sense, Trabajo ias attacked the junta on the same
grounds as the conservatives and cpposes the Junta's nationalization of
the banks and the 10 percent capital levy as an anacnronism that discour-
ages capital, By an oversight, the former CTRC was never fully dissolved
aubsequent to the collapse of the Picado 7overnment, Former union leaders
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have now comrenced a campairn to vrranize an "independent labor .nion Fed-

ceration", 1n the event such an orranization is actually establisled, it

will protably be Jommunist-dominated.

Costa llica's oconomic nroblens re-ain muel: the sarme as described in

| The overnment hopes for and is seel

in7y a S Joan b which to fimance a ;rorrar or reconstruction, devclomient
and t‘ef‘om ~ Sonsiderin-~ invisible items, 1" Torei n trade was alwst in
balance. .ith the cost of IS imports dovn sli htly and with the nrice of
the c.ountm 's iwo leading exports == coffee and bananas --= M0ldin-> *u tieir
hirh levels, there has been a slihtly favoratle s™ift in the ter—= of

"brade, This, coupled with import restrictions that “he jmta has iirosed,

should cause an improve~ent in the country's forei m=-cxchan e nosition,
A contract has been nerotiated with the lLogpludu Nl Jorpany to e\'plore md
develop Costa l:dca's petrolewnm resources,

The .nﬁlitary situwstion remains confused, 'he Josta .ican .1y qas,
in theory, been twicc abolished and !wice revived; the first tirg to renel
brigand~invaders from .icaragua, and the second t.:me to yuell lardona's
abortive revolt, The manner w*t,h which the revolt was suppressed revenled
that the budget of Public Cecurity had been increased. Fun's had apparent~
1y not been transferred from the militlary to the “inistry of ducation as
had been promised, The arry's present strencth, excludin- the band, is
about 475; and the police, includin~ custors guards and traffic pulu:q,

about 1,725  rresident~elect Llate has declared hinsclf definitely opposed
“to the nroposed abolition of the Iinistry of Fublic Jecurity and the d1

solution of the army, the newly appointed head of wi.ich is, by Costa .ican
tradition, entrusted to a person havin; Llate's con..ldence

The Junta's foreirm policy has becone leoss controversial since the
gi-min- of the _.icara*ua*-wsta ica ract of ricndship on 21 Vebruvary 12

| The junts has refraincd fron oublic Ps;x)usal

oI the aims of the Caribbean Le{_*ion Several leaders of the 1. -ion have
left the country, Althourh its matériel and officer cadre reiain for the
most part intact, it is now less likcly thet it will resuric operations on

vosta .dcan soil ~— a welcone develorwent to Ulate and the non—lntervmtion-

ists who oppose Costa .ican abandonmont of its traditional isnl tionist
policy in favor of active participation in Jentral americam-daribbean
pover-talance rivalries, It is unliely that the junta will become inyolved
in Panamanian revolutionary conspiracies, as the jailin~ of former > inister
of Public uecurlty Gardona has reroved from the scene mulfo Arias' prin-
cipal Costa lican protagonist., 'In llemisrhere and world ratters, Josta ‘ica
continues to support the Orpanization of American States and the inited .a-~
tions, At the same time, it is pro-US and anti=15SK, This policy should
continue regardless of the outcome of the rivalry between (late and

Figueres,
e@d\l‘: ;:«?’MJH &
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