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CURRENT DEVELOPIENTS

NORTHERN DIVISION: 'The conversion of the Costa Rican Army into a police
foree will not reduce the neglipible military capabilities of that cour

try (o, 2).

CENTRAL DIVISION: GEeuador's Plaza administration is threatened by the
trend toward wification of leftist elements (p. 2).

SOUTHERN DIVISION: Paraguay's President lolas ILopez is shifting toward
personal rule and Argentine orisntation (p. 2),
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3.

COSTA RICA: The conversion of the Costa Rican army into a police

force — the Guardia Civil = will have littie eifect
on future Cenfral American power—balance rivalries, Thne same num—
ber of men will remain wnder arms: L5 men and 35 officers who
were in the original army and 1,325 men formerly member§ c}f the
customs guard and the traffic police, The proposed training pro~
gram that provides for the sending of 20 policemen every six
weeks to the US Army Military Police School in the Panama Canal Zone
and the conversion of the US Army-supervised llilitary School at
Guadeloupe into a police training school — still under US Army
swervision ~~ will not, it is believed, reduce the negligible
military capabilities of the cowntry,

ECUADOR: Leftist Opposition to Plaza Administramtion Aggareng_lz
Ichievin grem‘;er Unit ‘ :
KT The recent 11 beral %

arty assembly the radical ele~

ments overwhelmingly gained control of the party and elected Col,
Carlos Manchenc and Dr, Julio Noreno Espinosa to positions of
leadership, Mancheno, whose role in the opposition up to the
time of the Liberal meeting was uncertain, is evidently taking
his followers into the leftista? camp, The leftist orientation
of Horeno is well known and his participation in the Liga del
Honor (leftist subversive movement in the army) provides a con~
necting link between the military and political anti-Plsza elements,

Ay successful exploitation of the pessibilities inher—
ent in this develcpment would constitute a major threat to the
stability of the Plaza administration, Plaza’s hold on the popu~
lar Imagination does, however, for the time being, constitute a
"hedge™ against trouble, ’

PARAGUAY : President Shifting toward Personal Rule and Argentine
ientation

: agsador VWarren reports the Embsssy's convictions tha
(1) the lolas Lépez government is beginning to orient its courss
toward Argentina and (2) President lioclas, who is gradually growing
stronger at the expense of the Democratic Colorades with whom he
shares government responsibilities, now desires to be President in
fact as well as in name. The Ambassador comments that if the above
proves true, it means that Paraguay is again headsd for turmoil and
that US interests in democracy will not be well Sarved,

concurs with Embassy Asuncidn to the extent of

agreeing tF iolas will make every cffort to consolidate the gov—
ernment under his control and st the Same time strive toward closer
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relatibne with Avgentina, The fact that Argentina practically com-
trols Paraguayan export trade places the latter country to some
extent within the natural sphere of influence of the former, and
the moté on Molas! part to mend the rather bad Argentine~Paraguayan
relatidng of the last two yoars may be considered only a recogni-
tion of the economic "facts of life", There is in Paragusy,  how~
ever, 4 strong fesling within certain groups that their country
must, 4n order to maintain any reallty of nationsl independencs,

to soms extent balance Argentine against Brasilian inflwence,

These groups can be expected to oppose any rush into the Argentine
camp, In addition, the Demovratic Colorados may be expected to
resist any attempt by the President to reduce the party to a sub-
ordinste position, Furthermore, both the Democratic Colorados and
other grouwps will resist an effort on the President's part to as-
sume & dictatorisl role, Therefore, the degree of twwoil in Para-
suay will depsnd on the extent of kolas' moves, rather than their
diveotiony the outoome of guch turmoil would depend, as alwsys in
Paxeguay, on the position taken by the armed forces,
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Significance of liecent Caribbean Legion Activities

hecent revolutionary activity in the Caribbean area, involving the
shift of the Caribbean lLegion's base of operations from Costa “ica to
(uatemala, increases the possibility of violence somewhers in the Carib-
bean in the near future, Indications have been growing recently that
the Legion is formulating operational plans and has the arms with which
to mount -a formidable attack, '

These facts, in addition to a gradual shift in the balance of power
fevopable to such countries as Costa Rica, Cuba, and fuatemala (the
countries actively supporiing the Caribbean Legion), augment uncertainty
*n the region and encourage the revolutionaries to take action, Although
no c¢lue to the direction of such an attack can be fowmd in the present
grouping of forces in CGuatemala, the most likely targetis of the Caribbean
Legion are: (1) the Pansmanian Covernment, against which the Legion
might act in collaboration with Arias partisans who seek to overthrow
the Dfes governments (2) the Somoza regime in Nicaraguaj and (3) the
Trujilloc government in the Dominican Republie, The Caribbean Lecion is
1likely, as cover for its resl attack, to engage in prelirdnary feints
and maneuvers intended to confuse obssrvers, However, an outbreak of
fighting in the Caribbean area =~ regardless of its immediate point of
focus — would aggravate the camplex governmental interrelationships ard
could result in considerable bloodshed and a widespread breakdown of
herispheric solidarity. (Published in CIA Weekly, 17 Jun 59; based on
CIA Intelligence Memorandum 186, 16 Jun L9.) ‘

SECE L.
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The Current Sitvation in Venezuela

(& : The situation in Vengznela is at this time gerr
era avorable for the US, Prospects for continued poli~
tical stability have improved, The proposed national budget
cut will not seriocusly interfere with the army's purely
milicary program. The curtailment in oil production has
not jeopardized Venezuela's economic stability; proapects
for the development of iron production continue to be
bright, The government continues to be distrustful of the
labor wmions, and sontinues its careful surveillancs of
the Communists, The government of Venezuela can be ex—
pected to support the US in majur internmational issues, )

Political

spects for continued stability have generally improved, despite
the fact that there still is considerable hostility towards the Junta,
botl among AD members and anong leaders within the government, and des-
pite the possibility of alliances which could crystallize into an effect~
ive opposition movement .

The inereased effectiveness of the military junta's control over
the country is best evidenced by the notable absence of serious strikes
or simllar incidents since early March. The Junta is exsrcising control
in various ways: by dealing promptly with potential troublemakers in
the army (e.g,, by retiring Mario Vargas and Tomds Mendoza from active
service and transferring José Elio Vargas to Caracas); by pursuing a

vigorous invastication of Commmist and labor activities

Political party activities continue to be generally suppressed, al-
though in mid~Yay, the URD party was permitted to hold a conventio ,
first £ le political meeting since the coup, 25X1

Junta members have approached Dr, Carscciols rarra Perez as :

a possible predidential candidate, there has been no promise that elec~
tions will be held in the near future, and there is no convincing evidence
that the junta is prepared to permlt any rcturn to normal constitutional
processes,

The key to politieal stability continues to be the army, since it
is improbable that any movement to divide or overthrow the junta could
succead without army support, Reports of diswnity within the army have
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markedly dee::eased, although the posgibility of an aligmment of officers
opposed to Perez Jimenez cannot be ignored,

in spite of the continued need for vigilance and use of the police
power, the jumbta is no longer under the necessily of deallng exclusively
with the problem of self-preservation, but is now in a position to turh
its attention mores md more to the requirements of normal governmental
admirdstration and planning,

Mﬂ.i%

capabilities of the armed forces are and will continue to be
limited to the maintenance of internal order, Vithin this limit, the
ary nay be expected to develop into a more efficient organization as
the training program of the US Army liission proceeds, and as orders for
new equipment become filled, The proposed 10 percent cut in the 199~
50 budget mey curtail somewhat the present program of expansion of the
armed forces, although in view of its dependence upon the army's support
the junta will probably apply economy measures to other departments as
far as possible,

Econcmie '

' @ present economic situation is in general favorable, as is the
outlook for the immediate future, Petroleum production, in which US
security interests are centered {gee TKly, 29 lar 49) is the prime
detarminant of sconomic conditions in Venezuela, Cutbacks in oil produc-

tion, begun in January as the result of an oversupply in the world market,

brought the total output for February to a point 10 percent lower than
that of the record month of December 19.8; production now seems to have
leveled off at this reduced rate (1,000,000 to 1,200,000 barrels daily),
and there 18 no roason to believe a further decline is imminent, The de-
crease in oil production has not created an unemployment problem, because
those dismissed have bteen absorbed in public works or elsewhers., The ex
pected reduction in revenus has caused the government to propose a budget
10 percent less than that approved for 19459, but even with this cut the
proposed budget closely approximates actual government expenditures in

1 7=8, In the field of petroleum policy, the junta has created a Natiom

al Commission on Petrolsum and ilineral Policy, whose stated purpose is to
find the basls for a "truly national" petrolsum policy, The granting of
new concessions, susperded since 1945, will probably be resumed according
to a plan which will favor the smaller companies amndl those not previously

operating in Venezuela (see |¥ily, 26 Apr L9), Although the petrolewm

policy now wmnder consideration may be less favorable to the three major
coupanies, there is at present no reason to balieve that US interests
will be seriously affeoted,

Z
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An economic development of considerable importance to the US is the
exploitation of rich iron ore deposits south of the Orinoto, Subsidiaries
of Bethlehem Steel and US Steel are preparing installations, and Dethlehem
expects to begin exporting ore by the end of 1949, Republic Steel is now
negotiating for concessions, Vithin a few years the iron mining industry
should provide the government with an important source of revenue, and
should tend to counteract the effects of any long-ternm decline in petrol—
eun production,

Venezuela's position in the field of fareign trade is unique among
Latin Awerican countries, as that country stili enjoys a dellar surplus,
Pressure of domestic manufacturers for higher import duties or similar
protective devices (see Wkly, 29 Mar L49) has led to the creation of

‘a commiseion to study import duties, and it ia likely that the govermmuent

will formally requset renegotiation of the US~Venezuslan trade agreoment,

The labor unions in Venezuela continue to operate under the 1947
Labor Law, and the contracts made under this law remain in force. The dige
solution of the country's prihcipal labor federation, the CTV (Confedera~-
¢ion de Trabajadores Venezolanos) did not extend to local syndicates, which
were required only to reorganize their directorates, Union funds, frozen
8% the tims of the coup, have been gradually released, Political activity
among the labor unions has been suppressed, since the jmta cannot at pres-
ent hope for active support from the unions, The junta now feels s accord=
ing to mMmbassy reports, that the former Minister of Labor, Corredor, in
his zeal to stamp out AD influence, allowed too much latitude to the Com
mmist unions and the Unidn Nepublicana Democrdtica party (URD), This is
the reason given for the appointment of Joso hiojas Contreras on 3 June to
replace Corredor,

Subversive v

e Uommunist Party; whose greatest potential danger to US interssts
lies in ite influence among the petroleum warkers, appears not to have
greatly strengthened its position in the labor movement, The visit of the
labor leader Jesus Farfa to the trade wiion congress in Moscow in March
coincided with 2 spate of Soviet propaganda against US retroleum interects
in Venszuela, The junta has not outlswed the Commmist Party, not only be-
cause the Party has avolded provoeation, but also, as the jmta has exr—
plained, because it wishes to avoild driving the Communists underground
where they might becows allied with AD elements, leanwhile, the junta's
Security Police has increased its surveillance of Commumist activities,
and strong action against the Party will probably be taken if sufficient
provecation is given,

Interna tional
In the international field two problems in Venezuela s concerning
humsn rights and freedom of assocliation, threstened to provoke a storm of
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charges and counter~charges, but both are now approaching soluiion, The
first problem arose when Uruguay proposed to raise in the UN General As—
sembly the issue of political prisoners detained without trial in Vene~
zuela since the November coup (see Ukly, 3 May 49). After informal
consulbation with US officials, VenéZusia amounced a plan for the grad—
ual relcase of political prisoners, Uruguay withdrew its proposal, and
now it appears that the question is wnlikely to arise again, ag Venezuela
appears to be carrying out its program in good faith, A related problem
was discussed at the reglonal conference of the II0 in lontevideo in lay,
The confersnce adopted a mild resolution taking cognizance of alleped vio=
lations of freedom of association of trade unions in Venezuela and Peru,
Venezuels, though not participating in the conference, invited the ILO to
send a comaission to investipgate labor conditions, The commission is ex-
pected to arrive in June, In spite of instances of independent action,
seh as the resumption of diplematic relations with Spain in April, the
governnent of Venezuela can be expected to continue to support the US in
major intermatlional issues,

W 8.
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