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B/LA considers developments in Peru (p. 3) merit particular attention
this week,

CURRENT DEVELOPITNIS

HORTHERN DIVISION: Ho adverse offect on US interests nesd be antioipat.ed
from Panamanian govermmental shifts (p. 2)

CENTRAL DIVISION: Idttle will be accomplished by the Colomblan congres—
sional session that began 20 July (p. 2). Prospects for Tcuadoran goverm
mentaZ;. stability are improved by suppressiun of the latest attempted coup
(p. 2).

SOUTHEM DIVISION: Confirmation of "police~state" trends in Peru is not
necessarily a net loss for US security interests (p, %),
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PANAMA: Ho adverse effect on US intoresis in the avoa need be

aenticipated because of the hospitalization of Chicl of
Police Remdn and the elevation of Vice President Chenis to Provi-
sionnl President. Neither Diaz (the former president who is 111
and out of his nind) nor Remdm aro liked by the majoriiy of the
Penomenisn people. Their withdreval from political life, even if
tenporary, should therefore be helpful in reducing the bitierness
which hes divided snd exespercted the country during recont months.
A readjustment in politieal aligmments by which oppositionists and
other groups unfriendly to Diaz and Remdn will be given o share in
government 12 not unlikely. J. J. Vallarino, former Anbassador %o
the US; J. I. Fabrega, former presidentisl candidete; and Hmmedio
Ariss, former prosident, mey all be granted, in one form or encther,
2 grecter inflvence over govermment policy. leftilst or oxtreme
notlonalist administration is not foreseen.

COLQMBIA: Conpross convened for ite anpusl. session on 20 July in

an_sinosphore discouroging ony expectotivn of renl scocm-
nlishpent. The Liberal Party; possessing o mejority in both ths Senate
(34 to 29) cnd the House (69 to 63), mede it clear in the oponing
session thet the days of collabarntion wers definltely over. In
antielipation of the presidential election in 1950, the Liberal con-
rresgions] majority will pursue a policy of apgrossive opposition,
petty or otherwise, to anything vhich would reflsct credit on the
Comservetive administrotion or congressionzl minority.

ECUADOR:  Prospects for Govermnment's Stebility Improved

The spparent eese with which the govermment hemdled Col.
Carlos llencheno's abortive insurrection en 26 July 1949 confirmed the
weckness ond disorpganization of one group of the extrenist elemonts of
President Plaza®s oppositiom, e weaknese indicated by the govermmentfs
previous success on 4 July in confining ten of lfanchenods followers
(see B/IA Wkly, 19 Jul 49). On 26 July same 40 persons were arvested
== the majority reported to be retired army porsonnel, a minority
libarol politiclens —~ without demsging repercussions, the Libersl
Party repudicting these few members for resorting to such extrenme
measures ond the army denouneing Col. lMencheno fer attempiing to
lncite the tenk battzlion stationed in Quite.

Hanchenot!s election to the directorate of the anti-Plazs
Liberal Perty wos conmsidered at the time (see B/IA Wkiy, 21 Jun 49)
to have possibilities of trouble for the administrotion, in that it
appsared to be a union of an avowed opposition party with the dis-
satisfled crmy elsmenis led by Mancheno. The events of 4 July end
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26 July, howsver, show this estimate to hove teen a shede %oo pes-
sinistic; the pro-govermment reaction of the public, the Iiberal
Party, ond the aprmy to the arreat of lonchene and his followers
indiecates that Plaza®s opposition is by no means cleerly commitied
to a policy of opon revolt. This reaction therefore is, gt least
for the shorier tern, favorable for Ecusdoran govermmental stebility.

4e FIRU: Significance of "Police State® Govermp

US Embassy Lima, in its estimcte of the effects of & Peruvian
decree of 21 July, concludes thet the Odrdia regime now has "all the
essential powers of s police stste®. The deeres is reportedly de-
signed to camplete the systemetic destruction of AYRA but slso pos—
sibly prompted by current discontent and plotting asmong erwy officers
(see B/IA Wkly, 26 Jul 49). B/LA concurs with the Fmbessy view as
to the facts, but not necesserily as to s1l the implications.

This decrse is g logicel continuntion of previous ects. It
ereates a large new group of punishable offenses, thus further limit-
ing the exercise of comstitutional guarantees of freedom of speech,
WS% and of polltical assembly and lsbor organization. The

goverament had previously assumed legislstive powers, prolonged
e state of selge since October 1948, and failed to set a date far
holding elections. Thus the latest decres further emphesizes the
dictatorial ond anti-democratic nature of the governing junds.

It is true that the manner of ruling of the Odris poverrment
- not unlike that of meny previous Feruvian govermments - prejudices
the US interest in the development of demoeratic prineiples and pro-
cedures in the other Amerlcan republics and in that sense 3s a denial -
of the fair pronises of the Bustamanie election in 1945. But in view
of present lstin Americen political realities a "dictatorisl® Peruvian
government noed not necessarily be ~ nor is there any present evi-
denca thet the Odria government is -~ any less favorable for US in-
terests in Hemisphers soliderity on extra-Hemisphere issues and in
scononic sufficlency far internal stability and production of criticel
mag;ials then would be the case with a more "democratically® organized
rogime,

P i 3.
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Communist Situvation in Latin America ~ July 1949

Current Trends

Communism in Latin America continues in a general declining trend,

which started at the end of 197, Specific evidences of the decline
are: (a) increasing reluctance on the part of latin American govern~

" ments, in the face of established US anti~USSR policy, to enter into
alliances or arrangements with Communists; (L) diminished effectiveness
of continued vociferous Commumnist propaganda (due rather to mitigation
by counter—-propaganda than to decreased Comanist effert); (e) decline
of Party membership in Cuba, Parama, and Costa Rica, and apparent de-
cline in other countries such as Brazil and Chile {only in Fi Salvador
may there have been a slight gain); (d) lessened support by sympathizers
and diminished enthusiasm on the part of some members; (e) the cccurrence
of Commmist Farty splits and other organizational difficulties in a
number of countries compared with unification in only one country {Col=
ombia): (£f) more losses than gains in control over Latin Amsrican labor
organizations; (g) success of local government policies in driving under-
grownd and weakening the Communists, In addition, the financial condi-
tion of the Party continues precarious in most countries,

Legal Status

The Comminist Party is illegal or nonexistent in Jolivia, Drazil,
Chile, Costa Rica, Dominican Republic, El Salvador, Gustemala, llaiti,
Honduras, Nicaraguas, Paraguay, and Peru, and there probably will be no
change in Commmist Party status in these countries in 1949, In Panama
and Mexico, though not illegal, the Communiist parties have failed to
register enough voltes to quslify as a political party, and there is no
indicaticn they will s¢ qualify this year, In Argentina and Venezuela,
the Commmnist parties are permitted to continue in existence as legal
operating political parties, but are, nevertheless, kept under close sur~
veillance by regimes which can and will cutiaw them at any tine it may
be t¢ the interest of the govermments to do so, Only in Colombia, Cuba,
Feuador, and Uruguay, therefore, is the Communist Party in & position to
enjoy freely the status of s regular legal politicel party. In Colombia
and Cuba, however, the Communist Party's legal position has been under
attack, but 1t is not likely to be taken away during 1949, (Considera=~
ticn was given to making the Party illegal in Cubaj; thm President in his
election campaign promised some anti~Communist action, In Colombia the
PCC is §nder close police surveillance and has had to curtail its acti-
wities,

1 JL’Jf!T
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Letivities in 1948

Communist activity in Latin America has not been particularly
fruitful for the Communists since the beginning of 1948; the plans and
hopes of the leaders have led to little in the way of performance or
development of those plans, The largely ineffective overt activity
during the first half of 1949 consisted of propaganda, electioneering,
political jockeying, labor-union and front-group promotion, parades and
demonstrations, However, plans for Communist Party congresses were
either abandoued or postponed; May Day parades and demonstrations were
quiet and unimpressives; plans for a Latin American Peace and Democracy
Congress have not materialized; organizational efforts, a major concern
of Communist leaders, have not improved the Cormunist Party organization;
a major front group =- the Union Eslava in Argentina ==~ has been out=
lawed, and the "Defense of Petroleum Committees" and "Peace Committees"
in Grazil have been urmasked as Communist fronts, while new front
groups have not yet developed importance,

No considerable increase in effectiveness of Commmist activity is
expected during the balance of 1949, It is, however, probable that:
one or two local Commmist Party conrresses will be held; labor-union
and front=group activity will be pushed; and that rabidly anti~US propa~
ganda will be continued, though the line may be changed te give it a
more general appeal.

International Contirol

Several parallel lines of communication and influence appear to
exist hetween the USSR and Latin American Commmists and between Latin
American Commmnist organizations, The communications most directly
traceable to the USSR are those between diplomatic installations in
Latin America ~= Soviet and satellite erbassies and consulates = and
Slav groups, over whom a degree of control seems to be exercised, Var-
jous pressures agnd threats are reported to have been used successfully
by the Soviet officials to keep the local Slav leaders in line, In
addition, the local Communist parties take their cues and interpretations
of world events from the various "official" Russian periodicals which
are pu>licly available, and presumably also from the Soviet radios.
This they do, not because of any formal conirol, but because; as Com-
mmists, they consider Russia the fountain of truth and inspiration,

and are unwilling to face the consequences of deviation from the Party
line,
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It is knowm that CTAL collects information from affiliates in var-
ious Latin American countries, and it is reported that a central CTAL
group interprets information received in the light of world conditions,
and sends these interpretations along with suggestions back to CTAL
affiliates, The Spanish Communists in France and lexico apparently
maintain close relations with one another and have rcgular couriers,
Internationally organized youth, student, and other front yroups also
act as lines of communication and control, Various latin American Com~
munists have traveled to Russia and Lurope, and upcn return to their
local parties, probably have instructions or interpretations for local
use, Other Latin American Communists travel considerably within the
Hemisphere organizing international meetings or possibly acting as
couriers,

No Cominform, or Comintern is known to exist in Latin America.
During the balance of 1949, Russian influence in Latin America is expected
to emanate largely from the same mechanisms used in the past, and it is
unlikely that an organization similar in intent and purpose to the Com=
inform will be established,

Soviet Interest

The worsening condition of the latin American Communist movement
is undoubtedly known to the Kremlin, and since there is no evidence of
USSR action to change this condition, and some that less attention is
being paid to latin America, it may be assumed that Latin America con-
tinues in a generally low position of Soviet interest, with the probable
exception of certain areas produecing strategic materials.

No appreciable change in the Soviet interest in Latin America is
expected during the remainder of the year, '

Commmist Ob;‘@ctives in latin America

In Iatin America, local Communists, isclated from direct Soviet sup~
port and operating within the power orbit of the US, cannot seize and
hold political control (although they might have considerable influence
upon some of the local governments), The USSR therefore pursues limited
objectives in that area, its major purrose being to weaken lLatin America's
capacity and willingness to give aid tc the US in the event of war,
Specifically, preventing the present development of some of Latin Americats
strategic materials, particularly oll, and developing the ability to cut

ﬂfuﬁ o 6.
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off US access to those materials through strikes, sabotage, or social
class conflict, appear to be the continuing Commmnist and USSE object~
ives in Latin America at present,

Fstimate of Current Communist Capabilities in latin America

It is estimated that Communists could not gain political control
of any Latin American country during the last half of 1549, even though,
in some countries maintaining a liberal attitude toward Communists,
their influence may grow, In fact, Communists or Commmist sympathizers
have infiltrated into some important positions in the executive branch
of the Cuatemalan Covernment, and Communists have been allowed some op~
portunity to develop greater influence in labor affairs in Peru and
Venezuela by governments which hope in this way to weaken anti-government
non-Communist unions, A combination of poor economic conditions and imr
secure governments exists in Dolivia, Chile, Eouador, and Paraguay, and
in that situation Communists may augment any civil disorder and violence
which may occur, and use the confusion for their own ends, Cormumist
sabotage capabilities in Latin America are largely limited to the possi~
bilities open to trained Soviet saboteurs on specific missions to render
strategic installations inoperable, In the event of approaching hosti~
lities, physical sabotage by local Commumnists is of particular danger in
Cuba, and it is highly probable that local Comnunists in any Latin Ameri=-
can country would aid and abet trained agents, In spite of recently
diminished effectiveness, propaganda probably remains the most important
of current Communist capabilities in Latin America., Communists, in the
absence of effective counter—propaganda, could, by using nationalist
slogans, enlist enough people in some of their causes to prevent or
seriously delay developments desired by the US, They could also encour—
age the development of suspicions and anti~US attitudes, which would
make international negotiations of the US Government more difficult,
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The Current Sitwation in Cuba

(Summary: US security interests are not seriously af-
ecte the current situation in Cuba, The administra-—
tion is stable and President Prio has increased his
strength in the cabinet and congress, The econonic
situation, though not alarming, is unfavorable, Army
morale is reportedly low but is not a threat to domestic
stability, There is continued government interest in
Caribbean Legion activities.)

Political

The administration was streng hened in lLay when the Democratic
Party joined the Auténtico-Republican alliance on which President Prio
relied for much of his power, The new political alignment has lessened
the President's dependence on the Republicans; it has decreased the in~-
fluence of Vice President Pujol, a Republican whose political maneuvers
have had a disruptive influence on the administration, and has made
possible a reduction in the number of cabinet posts held by Republicans,
The President's party (Auténticos in combination with the Democrats)
now has a majority in both houses of congress without Republican sup—
port, Partly as a result of the administration's strengthened position,
a povernment budget was approved by congress for the first time in 12
years, The new combination has not, however, cleared up all President
Prio's political difficulties; he is still handicapped by uncertainty
regarding the economic situation.

Economic
A anp—

The economic situation is unfavorable but not alarming, ost of
the 1949 sugar crop —— 13,7 percent smaller than that of 148 =- has
been sold or is now under contract at prices above those for 1348 but
below 1947. A downward trend is under way in most lines of business;
the volume of retail sales for the first three months of 1949 was 25 %o
LO percent below the same period of 1947, and 1949 government revenues
collected up to 21 June were approximately 19 percent below last year,
Imployers are now pressing for lower wages, while labor seeks to raim-
tain or increase present wage levels, Since retail prices are about
17 percent below those of last year and since relatively hish production
costs are making it difficult for various Cuban industries to compete
with the US and other countries, the govermment now seems inclined to
favor moderate wage reductions,
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The most serious current wage problem concerns the sugar industry,
On 30 June wages were frozen for 90 days during which timc a special
comnission is to study the current potentialities of the industry, Doth
labor and manazement are bitter over this delay, MNenapenent wishes a
lower wage scale based on a sugar price of about 4,30 cents per pound
instead of the present scale which is based on a price of L;,96 cents,
It has threatened the workers with a deep cut in sugar production next
year if wages are not reduced. President Prio reportedly believes that
a wage reduction is now justified because of lower retail prices and
the decreased s.les price of sugar, but feels that such a move would not
be politically expedient, lany Cubans believe that a decrease in wages
throughout the industry is not justified at this time because the wages
of many sugar workers are not very high, only the small sugar planters
are as yet in financial trouble, and decreased coasumer buying power
will only accentuate the downward trend in retail sales, B/LA estimates
that the prescnt demand for Cuban sugar is sufficiently great to assure
the country a relatively s table econory for the next year, Consequently,
the administration will probably succeed in effecting a compromise solu=
ticr of the wage=price problem that will be acceptable to capital and
labor although subject to bitter attacks from the extremists on both
sides,

Unemployment has become another pressing problem, Various nepotia=
ticns are under way for foreign loans and investments as a device to
create new jobs, A permit is about to be pranted for the construction
of a foreigm—owned flour mill near Havana, and negotiations were held
in June regarding a prospective private US loan of $120 million, Con-
sideration is still being given to the possibility of a loan from the
International Dank, Although unemployment may not increase substantially
above present figures during the next year, B/IA does not believe that
private or US Government loans, if granted, will really succeed in solv—
ing the present wnemployment problem, Unemployed sugar workers would,
for the most part, be unsuited for the jobs on construction projects
that such loans would create,

Subversive

There has been little change in Communist strength in recent months,
and no substantial increase 1s expected in the near future, The Cuban
Government continues its anti~Communist attitude,

P 9,
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Military

Army morale is reportedly low because of opposition to Chief of
Staff Genevevo Pérez, but the low morale is not believed to be a threat
to domestic stability, The new military intellicence service (GIAS) =~
the establishment of which was decreed on 11 lay (see B/LA Vkly, 31 lay
L9) =~ has not been and may not be activated at this time, Public oppo-
sition to it continues, and the main support for the project appears *o
have come from General Peresz, who may be on his way out as Chief of Staff
The replacement of General Ferez might well imprcve Cuban Army morale
and diseipline, Ceneral Pérez! opposition to Cuban involwement in intwa=
Caribbean revolutionary mancuvers is well known, Iis removal may thus
increase the influence of partisans of the Caribbsan Legion on he Pric
government,

LJ

international

Cubs's relations with the US are stable, Relations with the Domini~
can Republic were somewhat strained again recently as the result of the
avortive invagion attempt of the Dominican Nepublic by the Caribbean Le~
gion, lowever, the Cuban Covernment's contrilbution to the expedition,
if any, was indirect, It is estimated that the government will continue
its interest in the Leglon, but will be sufficiently disereet in its as
sistance to prevent the Dominiean Republic from making official charges
against Cuba, In lay President Prio stated that it was not contrary to
Cuban policy to maintain diplomatic relations with military governments
despite the fact that Cuba disapproves of them., In line with this policy,
Cuba has decided to reestablish diplomatic rela tions with the présent
Venezuelan Government,

T —— 10,
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The Current Situation in Bolivia

(Summag[: The Bolivian Government's success in overcoming
serious revolutionary laber outbreaks in late lMay has temp=
orarily improved prospects for stability, The administra-
tion has sought to strengthen itself still further after
this crisis by attempting to unite all democratic parties
against the MNR-FPIR opposition, but has been unable to do
S0, Serious economic dislocation has been created by a
decline in the production of minerals, The Dolivian
Army, having demonstrated its loyalty in the recent
crisis, has increased its influence in the government.

The INR, still powerful though temporarily shaken by its
failure and the controls placed upon its members by
neighboring countries, continues its opposition so that
further revolutionary attempts are possible within the
relatively nesr future, Bolivia has improved its rela-
tions with frgentina and Peru, while maintaining cordial
relations with its other neighbors,

US interests have been furthered by the continuance in
power of a democratic government senerally cooperative
with US policies and objectives, by the government!s re—
fusal. to accept a plan which could have further reduced
Bolivian mineral production, and by the lessening in ten~
sion between Bolivia and its neighbors, These immediate
favorable developments, however, have been outweighed by
the decline in mineral output, which prejudices a U in—
terest in stockpiling strategic materials and in maintain-

ing Dolivia's production of such materials for possible

future emergency,)

Political

Weekly Contributions, B/LA 2 August 1949
(CIA Working Paper) :
Situation Memorandum L3-L9

The Bolivian Government is stronger than it was prior to 1 lay be=

cause it has won greater support both from the electorate and from the
army. It will need all the strength it can muster, however, to deal
with the serious economic and labor problems that will come uwp in the

congresslonal session scheduled to begin on 6 Auvgust,

The May day elections were a government victory both in %ne polling
booths and on the streets: the government party won majorities in both

houses of congress, and sporadic post—election riots staged by the ITR

were quickly controlled, The victory wes S0 substantial that President
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Hertzog could, withcut seeming to descrt his post in a time of danger,
take a loeng~deferred leave of absence and turn the executive authority
over to Vice President Urriolagoitia, The latter, as acting president,
was strong enough to take, with army backing and advice, the firm and
drastic step on 27 lay of arresting and deporting a large number of MNR
and labor leaders, including Senator Juan lechin., The army proved its
loyalty by controlling the series of INR~inspired strikes that followed,
though not until rioting had cost some 100 lives including those of two
US citizens, The government's ability to weather this crisis assured,
for the time at least, the continuance of a democratic government gener—
ally cocperative with US policies and objectives and gave it a breathing
spell in which to prepare for the next !N assault,

The parliamentary maneuvers undertaken by the acting president,
hovsver, have not been successful., He has attempted vainly to induce the
smull Liberal and Social Democretic parties to join the PUSR in the gov-
ernuent, thus uniting all democratic elements against the 'R and PIR
opposition, The seemingly unrealistic intransigence of the small parties
has forced the govermment party to depend mainly cn its own strength,
both in forming a cabinet and in mustering congressional support for ad-
ministration policies, Judging by the record of the 194& congress, the
PUSR majority is so slight and its control over its members' vouing is so
weak that it may not be able to push through the government's lepislative
program, Unless the PUSR votes as a unit on all issues, which is extreme-
1y unlikely, it may be overwhelmed by the combined opposition of the INR
and PIR, joined on occasion by the minor demccratic parties, Failure of
the PUSK to put through a satisfactory legislative program to alleviate
the increasing economic dislocation would increase labor unrest and the
likelihood of a successful coup by the MNR == or even by the army if it
should feel it necessary to maintain or restore order.

Economic

Total mineral production has declined as a result of the recent
strikes amd falling world prices for the metals other than tin. Tin
prices, however, have remained constant under a US contract and most comr
panies, fearing price declines when the present contract expires, will
probably attempt to export as much as possible during the remainder of
1949, Their effort may erase part of the effects of the May work stop-
pages, but tin exports are not likely to reach the 38,000 metric tons
for the year which was the figure used by the government in calculating
its receipts for the 1949 budget., This discrepancy, plus decline in the
tax income from the reduced output of the other nowr-ferrous metals, will

SRR e — 1z,
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reduce government income so that further deficit financing will be neces~
sary. Foreign exchanze receipts have already fallen off so significantly
that the issuance of exclange to covecr outstanding import licenses has
begun to lag for the first time in recent months, The pressure has
caused the boliviano to decline further in refersnce to the dollar,

No decision has beecn made as to the best means of meeting the pres—
ent economic situation, The Minister of Finance, Alexander, who advocates
a state-controlled economy on the Argentine nodel, proposed as an imme—
diate move the seizure by the state of the entire foreign exchange pro-
ceeds of mineral exports. At present, the mining companies retain over
a third of this exchangse to cover their foreign commitments, Alexander's
plans were rejected by the cabinet, reflecting the mining companies!
infivence and the government's desire to maintain present patterns of
trade, The defeat of the plin and Alexander's subsequent resignation
were favorable to the US in that US—-controlled minin; properties were
protected and Bolivia's willingness to cooperate in supplying the US
with strategic materials was evidenced, If, however, the government
cannot devise a plan that will minimize the effects of prescnt economic
diff:culties, opponents of the rovernment can use the demagogic appeal
of portions of the Alexander plan to create further difficumlties for the
administration, The fact that the plan was modelled on Argentina's eco~
noric arrangements is not partizularly important; what is important is.
its stress on nationalism and lessened Bolivian dependence on the U3,
although it does not, at this time, indicate clearly what markets or
suppliers could take the place of those of the U3,

labor has shown no disposition to adjust its demands to the chang—
ing economic situation, All settlements of pending labor demands, how-
ever, have been postponed until after the publication of a rovernment
report on the cost of living that is scheduled for 1 September, The
MNR's control of labor is so great that full political exploitaticn of
any grievances may be expected and labor unions continue to he the best
agencies for fomenting revolutionary attempts asainst the rovernment,
The administration's ability to contral such moves appears %o be greater,
for the time being, and successful coups by labor groups are not expected
in the near future, unless the general economic situation of the country
grows worse 50 rapldly that the MNR can win a large measure of popular
support, beyond what it has within the labor unions,

Military

The army now exerts a greater influence on the government than it
did when Hertszog held office, Acting president Urriolagoitia has sought
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its political advice and support to a greater extent than did his chief,
Consequently, the Army General Staff and certain political groups report~
edly consider the acting president as more able in handling the situation
and wish him to remain in office —~= at least until the opening of com~
gress on 6 August, President Urriolagoitia has alluded to the possibility
that the army might intervene in the government unless a firm stand were
taken to maintain public order, The largest single increase in the 199
budget over last year‘s appropriations for individual ministries was
+25785,71L for Maticnal Defense, bringing the amount for the maintenance
of public order up to more than 25 percent of the total budget. In
summary, it appears that the army, though loyal and without creat politi~
cal interest, is destined to play a more important role in the rovernnent
than in the past. The morale of the army is generally good at this time
although minor plotting by a small group of MR and retired officers
continues, Although training in the Bolivian Army is improving as a re-
sult of the influence of the US missions, it is ineffective because it

is highly theoretical and formalized and is carried on in Spanish, which
& large percentzge of the conscripts do not fully uhderstand, The army
is slightly below strength at present,

Subversive

The MR has been temporarily disorpanized by the failure of the
general strike, arrests and deportaticns of its leaders, and the Argentine
move to control MNR revolutionary activities in that comtry., The povern—
ment has not taken any strong measures arainst the PIR (although the VIf-
controlled railroad federation joined the '} strikes) as it considers the
PIR a less serious threat than the MNR and does not wish to drive it to
full collaboration with the MNR, FRumors of a pact for full cooperation
between the 'NR and the PIR on the labor front and in congress are wr
substantiated, Nevertheless, the two proups can be expected to join in
opposition to the government on most legislative issues, Various agitators
who have been relessed by the government have roturned to the Catavi area
where they are again propagandizing the explosive labor force against
management, ‘A renewed INR revolutionary attempt, which some sources pre=
dict for August, is a further possibility, although it appears that the
government will be able to control it at that time,

International

Boliviats international moves, in corbination with political devel-
opments in neighboring countries, have brought about an improvement in
Bolivia's relations with those countries. In Peru, the removal of Lt,

SR - 1L,

Approved For Release 2000/08/29 : CIA-RDP79-01090A000200030005-2



Ld

Approved For ReleaSQOOOIOSIZQ : Cl - 090A0002(§Ud30005-2

Weekly Contributions, B/IA -5~ 2 Apgust 1949
(CIA Vorking Paper) :
Situation Lemorandum };3-49

Colonel Llosa from the junta tends to improve relations with Jolivia
vhich has had serious misgivings over his aid to LNR exiles, In Argerr
tina, the government has acceded to Bolivian requests for more stringent
control of the activities of chronically subversive Bolivian exiles by
issuing decrees which provided for the expulsion from Argentine territory
of eight prominent IMNR members and for the scattering of remaining exiles
throughout the country, Argentina‘'s action relieves Bolivian tension
vwhich reached a height after 5 June when MNI exlles in Argentina attempted
to attack a border city. Meanwhile, Bolivia's relations with its other
neighbors have remained cordial so that a substantial gain for Hemisphere
solidarity has been recorded by Folivia during the past three months,
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