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Communist plot (p. 5).

SHCIAL SUBJECTS
The Current Situatior 4N PABAMA . . + . + « + + - o o s s s o » 4 O

The Current Situstion In BE1 Salvador. . . ¢ . o 4+ o o s o « ¢ o + 9

DOCUMENT NO.
NO CHANGE iN CLASE. [

[} DECLASSIFIED
CLASS. CHANGED TQ: TS S@ 25X1
NEXTREVIEWDATE: _____

: — b AUTH: , HIZ TR,
ﬂ‘@ﬂ@;@"‘ bDATE-MHEViEWER:

State Dept. review completed
Approved For Release 2002/1 0/2%50919—01 090A000200050016-8



25X1

25X1

Approved Forﬂlease 2002/

Weekly Contributions, 18 April 1950

(CIA Vioriing Paper)

1,

GENFRAL: COAS Approves Recommendations of Caribbean Investigating

Comnittee

The recent approval by the Council of the OAS of its
investigating Committee’s proposed resolutions regarding the Carib~
bean situation constitutes a further step toward restoring tran-
quility in that area, Moreover, the Council’s adoption of these
resolutions without substantial change and practically without
dissent {Chile and Honduras abstained on one resolution) repre-
gents a gain for the United States and for those other American
republics that wanted the Committee's report upheld and its
recomuendations carried out,

It is true that, during the course of the Council’s
discussions, a clause was added to Resolution 2, reiterating ths
Deainican govermment’s culpability (already stressed by the com™
mittee in Resolution 1 dealing with the Haltian-Dominican case),
This smendment was suggested by Mexico as a compromise, following
strenucus, but unsuccessful, efforts by Cuba and Guatemala to
soften the sections of the committee’s report desaling with their
cwn culpsbility, Certain clauses reaffirming the principle of
strict non-intervention were also inserted in two of the resolutions
to satisfy Mexico's traditional concern over this principle, In
addition, the Council passed four Brazilian proposals entrusting to
the Psn American Union the task of studying problems relating to
represontative democracy, political refugees in the Caribbean, and
the improvement of the Habana Convention of 1928, The HMexican
smendments mentioned sbove, however, did not in any way alter the
substance of the investigating committee's report, while the Bra~
zilian proposals simply suggested the machinery for carrying out
some of the committee’s recommsndations,

estimates that the Council'®s prompt and dscisive
action on all of the committce’s recommendations, including the
threat to apply the sanctions envisaged in the Rio treaty, will
probably curb future hostile activities against one another by the
countries implicated in the current disputes, Even the most effec~
tive implementation of the resclutions adopted by the Council,
however, cannot be expected to solve the fundamental causes of
Caribbesn unvest, On the other hand, this second invocation of
the Ric treaty has strengthened it against more serious tests that
might arise in the future, while the high degree of solidarity evi-
dent in the Councilts voting has benefited US security interests.

Extraordﬂmrngassion of the Inter—Americsn Economic and
Social Counc

The decisions of the Inter-American Economic and Social
Council (JA-ECOSOC) in its recent extraordinary session constitute
a step forward in the slow over-all improvement in US economic
relations with the other American republics, The adoption of a
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resolution concerning a joint techmical assistance wrogram, to be
coordinated with similar UN projects, was probably the most lm~
portant accomplishment of the meeiing, Of considerable importance,
though, were the abandomment of the Economic Agroemsnt of Bogota
in favor of bilaterasl conventions and the decisions to scrap plans
for certain propeosed inter-American institutions of dubiocus wzlue
and teo postpone further the long-proposed, much-postponed Buenos
Alres Economle Conferance, These actions have eliminated from
the inter-Amsrican scens some of the stusbling blocks to the devel=-
opment of better economic relations and have paved the way for
more feasible and concrete negotistions,

25X 1 believea, however, that, while IA-ECOS(Cts plan to
coordinate its technical assistance programs with those of the UN
specialized agencies has a good chance of succegs, the carrying
out of such projects will be wade difficult by the reluctance of
iwany Latin American govermments to contribute their share of the
expenses involved. This reluctance will be agegravated should the
U3 Congress reduce appropriations for the Point L program, since
this will, of course, cut down Latin America’s share,

5. COSTA RICA: Increasing Communist Activity

The recent Feturn of Marmel Mora, the Commnist Party
{Vanguardia Popular) leader who has been in exile ever since the
¢ivil war of 198, hes been s signal for greatly ingreased Commu~
nist agitation in Costa Rica, The Commvnists, who have bean
reorganizing in recent months ~~ with some success in the field
of labor == appear now to feel that they are strong enough to test
the Ulate administration’s intentions toward them. The current
government 's policy toward Communism has not yet been made clear
becauss the legal status of the Vanguardia Populeyr, which was out-
Jawed by the junta in July 1948, has not yet bsen interpreted under
the new constitution which wond into effect when President Ulate
took office last November. The animosities of the 19L& civil war,
in which the Communists were allied with the illsgal uwrurpers of
the presidency, are far enocugh past that the Communists are now
able to gain increased influence, provided that they operate quietly,
It is quite possible, however, that, should the Commmnists agitate
affectively, and should adverse publicity be given to the expected
struggle between Manuel NMora and Arnoldo Ferreto for party leader—
ship, popular resentment against the Communists would again increase,
the Party would again be declared il 1, and strong poverrment
action would be taken ageinst it, | lieves that, even though
there may be some political disturbances in Costa Rica until the
legal status of the Vanguardia Popular is elearly defined, the
government will not allow Communism to besome a serious threat to
the political stability of Costa Rica or to US security interests
in that country in the next several months,
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CUBA: Communists Stir Up Trouble in Sugar Indus
The recent sugar Strike has provided an i'%rustraticn of the

effectiveness of Cuban Communist labor a n — noteworthy in
view of recent Communist political gains Wkly, 28 Mar 50),
Despite the fact that the Commmists control only a few local labor
unions in Cuba's sugar mills, and that labor in the industry is - .
virtually controlled by the non~Communist Federacion Nacional de
Trabajadores Agucareros (FNTA), the Communists were sble to increase
greatly the seriousmese of the month~long attempt by the sugar
workers to obtain extra wages, The result was that a few sugar
cane fields were burned, much cane was left on the ground and thus
ruined for suger production, and the partial industrial slowdown
of abovt four wesks was converted into a four-day natiomal sugar
strike, It is true that the strike did not result in a severe
financial loss, and that it did not improve the Commnist position
in Cuba, US sscurity interests in Cuba are affected, however, by
the evidence which this strike affords of the contimued Commmist
ability to stir up trouble in Cuba's key sugar industry.

MEXICO: Intensified Anti-US Prggg_ganda

Tombardo Toledano has found eifective propaganda for his
intensified anti~US campaign in a recent speech by the outgoing
president of the Mexican Confederation of Chambers of Industry.
The speech, which criticized state intervention in private indus
trial activities, drew censure from legislators, labor leaders, and
the semi=officiel press (because of divergence of opinion on Mexican
political principles). This censure, plus the fact that the incom~
ing Confederation president is an American businesaman, made the
charges in lLowbardo's El Popular == that the Mexican Confederation
ie influenced by American "monopolists and imperialists® - all the
more effective, It is quite possible that Lombardo's anti~US propa=—
genda will convince other groups, in which case any efforts by the
Mexican business commnity to eliminate state intervention would
encounter serious opposition, This propaganda could also be ex~
pected to work to the detriment of US investments in ¥Mexico,

Approved For Release 2002/1 0é21 : CIA-RDP79E‘ 0 ﬂdﬁ%mwl

25X1

25X1



25X1

Approved For Release 2002/ 1)1 -'ﬁ”m&joozooosom 6-8
SEARA LS
Heakly Contributions, 3 April 1950
{CIA Working Paper)

.7 bd

BOLIVIA: Communist Flot

The BoI¥vian government announcement that it has discovered

& far-reaching Communist plot, centered in Bolivia, appears to be a
new stage in that govermment!s curreat campaign to combat all oppo-

sition groups by connecting them with alleged Communist plots., Such .

charges (possibly based on farged documents) represcnt an attempt
to control increasing labor unrast and &t the same time to impress
the US with Bolivials need for financial assistance, It is true
that many aspects of the Bolivian situation are propitious to Com~
munist activity: there is an unfavorable reaction to the govern-
ment's recent economic decrees devaluing the eurrency, a general
strike is threatened, and the future prospects of the Bolivian tin
industry sre unfavorable. Moreover, the Commmist~led faction of
the PIR (Party of the Revolutionary lLeft) has attempted to form

8 separate Communist party in Bolivia, While Bolivian Communism
does constitute a threat for the longer term, it is still so weak
that it is important only as it may add to the strength of the
already powerful forces opposed to the present Bolivian govermment,
Thus, it i3 extremely doubtful that such a plot, even if it does
exist, represents any serious threat for the immediate future,
(Substance in CIA Wikly, 14 April 1950.)
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The Current Rituation in Peanens

{Summary -~ The politicel situsticn is umsteble and the econsmic
sT¥untion continues to bs wnfavorabls. Pansmats small Commumist
group maintainag 1ts capadility for agitaticn snd for increesing
ity influence through alignrent with witra~nationslist snd
student groups who engage in subversive actiwiby, The ralional
police comtinus tc De of prastically no value as a factor in
national defense and could not be counted on o support the _
prasident in the evont of an attempiod coup. The president con~
tinues to maintain s frisndly etiétude toward the United Statos.

“~ U8 security interests may bo adverasliy affected Ly
trouble resulting from the increasingly uastable political
situation.)

Politicsl

- Tha political situatien hes beccre more uastebls as the rescls of
& marked increase in eppesiticy teo the president. It is true thav the
president und police chief Remon seem to have formulated & feirly zetia~
factory working agrsemont which Remon mey be reluctmnt to bresk ac long
88 he in allowed ceatrol of | [erofitable souwrces
of incone. Nevortheless, the president's position is weakened by tas
activity of Liboral Party facticons and dissident Heasvadors

ihe presiasnt’s positien 18 {urther weskensd by a rift beliween
FimgelT and his brother, Harmodio, who is ac doubt sucowraging student
opposition. Student groups and other ultra~antionslist and Commurist
eloments have bogun to agitate stremucusly egaingt Fresident fArias”
pro=US polieies and thus to prepars for = gonoral political offsanive
ageinst him (sem Subversive). In additicn, the president’s political
maneuvars, and espesially his feuds with government snployess, acw
alienating formor supporters. The unfaworable eooncnic gitusticn, par-
ticularly wnemployusnt, furthor weakens the proaident s positions

It is likely that Panama will remain peiiticaliy umsteble repsrdleas
of whe is in power. The present politicol tension eould quite possibly
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develop into armed confliot either as the result of action taken by the
president againgt polise chief Remon, or as the result of en attempted
coup by Arlas! political opponents, should they cbtain adequate polioe
supporjb.

Boonomio
eccncmio situstion continues to be wfavorabls. The governnont
etill lacke the financial resources for either the long=rengé economid.
development which Panama 8o badly needs or faor immediate action egainet
unemployment, which must be alleviated soon if further deterioration af
the already unstable politiocal situetion is to bo proventad. Under broad
powors granted him before the sasembly adjourned in Pebruary, the presi-
dent has negotiated o loan for 3 million offered by the Chirigui Lend
(ited Fruit) Oompeny. Part of this lomm will be ussed to build high-
ways, the easiest wey to provide jobs. The president also has tried to
moke Panama eligibles for early US aid in rolieving wnemployment by
having the assembly ratify two bills favorable %o US interaests. US
Erbassy Panama has been stromgly advooating the early implomentation of
road conglructicn and road maintenance agreemsnts and other sconomic
projects which have popular approval (the majority were initiated under
former edminigtrations) and whish osnnet be oonstyued by Arias? politicml
oppouents as US aid to a particular political group. To date, however,
few new jobs have bean provided, and stinates that, in the absence
of substantial US expenditures in the s the economic situation will
continue to be wnfavorable. '

Milig;% ‘
Natloual Polioce 1s of practically no welue a8 a factor in

national defenss, and is partisen in
domestie politics. 6 Searct Police force is also I'F_i_P_l partisan.

Neither could be relied upom to support the president in event of an
attempted coup d'etat. ‘

Subversive

_ 's small Commmist group meintains its capability for agita-
tlon and for inoreasing ibs influsmoe through dligment with ultra=
netionalist groups and student groups thab engage in subversive sotivities.
It is true that the formérly ultravnationalist Presidont Aries is main-
taining a pro=US polioy end is spparently willing Yo fmplement his
ammounced anti-Commmnist polioy. Recently, for example, he ordered the

'police to pravent Commmist activitios in the Chiri province where

there has been agitation against the Chirigui Land (United Fruit) Company.
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Nevertheloss, in coning rnonths the Arias adninistretion mey be in a woak
positicn vis a vis the Commmists nnd ultra~nationalists s partiocularly if
the acuto unemployment situation continues end Arias® domestic policies
rerain wumpopular. Comrmumist-influenced groups, with ultra~nationalist
aid, have already launched a strong propaganda offensive in order to
creato ill-will toward the US, to discredit the administretion 's pro-~US
policy of recent montha s and thus to preparc for a geneoral political

- offensive against Arias. The anti~US offensive now underway ~~ and which
is very likely to be appealing to many Panemanians unlass a counter~
offensive is particularly effective ~— could make US+Panaranien relations
vory difficult for some tinme to COmB e

i
&

Papamanien Commmist leaders are currently preparing a strenucus

- carpaigh to retain their prescnt dominant influence over Canal Zone
Local 713, which was forced by Governor Newecmer to withdraw from the
Comrumigt~dominated United Fublic Workers of.Americe. (UP7)a TIt:is
likely that Local 71% will continue tc be an important propsganda outlet
for the Panarianian Commmists and that the Test Indian negroes of the
Zone will remain receptive to Panamanian Commumist influence unless the
US lebor orgenizers who are ebout to go to Pansme wage an exceptionally
effective propaganda campaign sgainst the Communists. On the other

. hand, if the Communist influence over Cenal Zone workers is ever breken,
Communist strength in Panams will bo seriously joopardized. .

Rumors of subversive activitios by Liberal Party elements. irndiente
the posgibility that the streng-arm geng, the pie de guorre, is being
reorganized, end thet the Netional Police and or the Secret Pelice have
been inci;-eased by the addition of perscanel paid by the Liberais. The
president is also reportedly trying to incronse his influence in the
Sceret Felice and hes armed his own supporters, :

International v | ! o
The president continucs to maintein a friendly attitude toward the

United Statos which has resulted in the setilement of leng~standing
US~Panamenien issues in em easy, practical mamnmor. However, relations
between the two coumtrics are bocoming more difficult because of the

- possibility thet any US cooperation with Arins will be ccnstruéd by his
political opponents as US interference in the intornal affairs of DPanamn.
It is estimated that the acute unemployrient situaticn will foree iArias

+ to maintein e friendly attitude toward the US in the irmediete future,
in order that he may further his efforts te obtain US econemic ‘aid, but
that as doregtic. oppositicn to his administration increases, Afids may
be expected to modify this ettitude for perscnal political roasons.
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The Current Situwation in El Salvador

(Sumary — The political situation remains stsble, Major
Osorio will probably win ths presidential election, and his
supporters will dominate the constituent assembly, The
economic situation continues to be extremely favorable,
Communists have made no effective gains. The army will be
strengthened during the coming year, Fear of leftist
strength in Guatemala has favored closer relations with
Honduras and Nicaragua,

== Current trends offer no threat to US security
interests during coming months, )

Political

e political situation remains stable, In order to minimize the
possibility of conflict, votes cast in the election of 27 ¥arch (for
president and delegates to s constituent assembly) are being counted
and publiciged with considerable delay, Early returns indicate, how-
ever, that Major Oscar Osorio -~ who has been the dominant political
figure since the revolution of December 194# and who has had the
support of the government in his political campaign == has been
elected president, His only opponent, Colonel Menendeg =~ who is
supported by an ill~assorted hodge-podge of anti-Osorio groups, rather
than by a cohesive party with a unified program —~= has, nevertheless,
received a heavy vota. Osorio's supporters will also dominste the
constituent assembly which will establish the fundamental law undsr
which Osorio will assume office and officiate ss president.

It is to be expected that the present govermment’s middle—of-the~
road program, generslly acceptable to the army end to the coffee capital~
ists, will be continued after Osorio's inauguration, Opposition by dis=
contented lsbor groups, liberal students, Communists, and exiled leftists
will continue, but there is no indication that it will becomes effectively
organized within the next six months,

Economic

economic situation continues to be very favorable, Coffee
Sales have lifted gold and exchange reserves to a record high of 4.7
million, Preliminary figures indicate that 1949 was El- Salvadorts
greatest foreign trade year, with the value of exports rising to a
record $6l..9 million, .end the favorable export balamce to $15.2 million,
the largest in that country's history, A $12 million loan agreenent
with the International Bank was consummated 4n December to help finsnce
the lempa River electrificstion program, and the govermment is preparing
to float a bond issue to finance the colon costs, Contracts and projects

]'A ﬁn 2 ) 2
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ineidental to the lempa program are now baing eonsidered, and construc~
tion work at the dam site may be Initiated shorily,

No change in the favorsble esonomio situation ia forassen for the
coming months, '

mg’ma : ' '
recent months, Commmists have gained momentary influence om
the political scens, though on balance they contimue to be an insignifi~
cant political faotor, Deprived of the opportunity of establishing
their own Commumnist-front party, they have been farced to choove be~
tween collaboration with Major Osorio or Colonel Menendsz, both antiw
Commmists, Baving falled to gain influence in the Partido Revolu-
ciocnario ds Unificacion Demooratica (PRUD) which declared for Ogorio,
the Gommunists have sought advancement through the Partido Aceidn
Renovadora (PAR) of Golonel Memendez, which had invited the support of
all opposition groups inoluding Oommmists, thus giving them momentary
influence, There s no ovidenve, howover, that a Menendez vietory
would greatly bensfit them, and of course his probable defeat will
thwart their immediate plans, In labor affairs, the Commnisis have

- made 1ittls progresa since they succeseded in foroing out the moderate

loaders of the Railway Worksrs® Union Wkly, 11 Oct L9), The 25X1
threat of a railroad strike in DecénbeF was ended by intervention by

the government, which temporarily arrested labor leaders and impoged a

small fine on the Salvador Railways Company, Although the Commnists

conbinue to provide the only mnolsus around which a wirified laber move-

ment might develop, moderates within the labor movement have opposed

them in their attempte to gain powér, Possibly as a result, Commmist

- extremists, under Marco Tuli¢ Payes, heve recently orpenized a new group,

the Frente Unido de Ubreros Salvadorenos (FU0S), although the Comitéd de

*

Reorganisacion Obrera (CRO) remains their most effective instrument,

The policy of the govermmental junta, and of Major Osordic, in fol=-
lowing a middle~of~the~road policy has hindered Commmist efforts to
develop a unified opposition in lsbor matters, . It is possible, howsver,
that the army and conservatives (who are warriéd by the strong showing
of the anbti-Osorio groups in the present elestion) will seek to force
Osorio to undertake a more répressive policy toward labor after he
becomss president. In this event, though organized labor influence in
national affairs will decresge, Commmist labor leadership may make
prograss in its efforts to cbtain the support of labor, :

Military '

"‘“ﬁ military situation s stable, with the army unlted behind Major
Osorio (probable president~slect) and Major Bolanos (military member of
the governing junta), Thore is little evidense of support within the army

for Major Villalta, exiled military leader with leftish 'affil.iations.
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Tnereased appropriations will permit the strengthening of the armed
forces, Under the 1950 budget, the military (army, national guard, and
national police) will get 8,400,000, or 1,2 percent of the total
budget, compared to the 13,2 percent they received last year, The
pational guard and the treasury police will be strengthened by 300 and
100 nen respectively, in order to prevent illegal immigration and smg-
gling from Guatemala and (to a lesser extent) from Honduras. The
national (traffic) police will be increased by 100 men. $320,000 is
earmariked for the purchase of arms and smmmition (largely US) and
$80,000 for the establishment of a coast guard, In addition, the
Ministry of Public Works has been granted $260,000 for the construction
gf garrison projects and §40,000 for the construction of a military

ogpital,

lieves that the strengthened militsry program reflects the
goverTmont's concern over the possibility of increased strength in the
field of organized labor, and the possible infiliration of leftist
agitators and organigers from Guatemala.

International '

“fhere has been no fundsmental change in El Salvadorfs foreign
policy and international relations, Fear of CQuatemalan leftists, and
the recent football dispute with Guatemala, have favored closer rela-

' tions with Honduras and Nicaragua, During the football controversy,

the government is reported to have "borrowed" bombs from Honduras
against the eventuality of attack by Guatemala, and a milltary mission
from Nicaragua was entertained with manifestations of good will, Like—
wise, fear of Guatemala delayed, but did not finally prevent, Salvadoran
approval of the recent CQAS resolutions concerning Caribbean unrest, ‘
Relations with the US continue good, The povermment has requested con—
tinuation of the IJAA health and sanitation program and the inauguration
of an educational program, It also hopes to obtain the maximum amount
of arms available under the Mutual Defence Assistance Pact of 1949,
After considerable delay, the government has finally recognized its
obligations as a member of the UN Koresn Commiseion to the extent of
deciding to appoint two army officers as observers, The presence of
these observers (who have not as yet been selscted) will help maintain

a quorum on the Comnission. ‘

foreseas no change in El Salvadorfs international relations in
coming months,

Approved For Release 2002WDP79-01090A000200050016-8

L4



