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D/IA considers that the article on anti=US sontiment in Brazil
(p. 3) and the item on continuing unrest in Peru (p. 2) merit particu~
lar attontion among this teek’s contributions,
CURRENT DEVELOPMENTS

CENTRAL ARFA: See roports om the effscts of anti=US sentiment in Brazil
ard on the ourrent situation in Venesuela, under SPECIAL SUBJECTS, below,

SOUTHERN AREA: Unrest in Peru in the critical period prior to presiden=
tial elsctions scheduled for 2 July will probably continue, in spite of
the government's suscess in suppressing the Arequipa uprising (p. 2).

See also the report on the current situation in Chile, under SPECIAL
SUBJECTS, below,
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Weakly Contributions, D/IA, 25=50 20 June 1950
(CIA Working Paper)

1, PFERU: Umrest %eeted to Continue
unrest con and further disorders ere possi~

ena
ble despite the povernmentts success in suppressing the Arequipa
revolt that stermed from protest at the disqualification of the
only opposition candidate in the 2 July presidential elections.
The revolt failed when expected army support did not materialize,
but not before many were killed or woundsd, The opposition candi~
date and many leaders of his group have boen jJailed, but feeling
continues to run high and there are reports that fuxrther outbreaks
may ocour in north of Peru -~ which is quite possible, lover—
theless, 1f Odria can retain his army support and the loyalty of
asgociates like Norloga, he probably will be returned to power in
a farcical claction that will do 1ittls to increass Odriats prostige
or that of his cowmntry, (Substance used in CIA Wily, 16 Jun 50,)
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Weskly Contributims, D/IA, 25~50 20 June 1950
(CIA Working Paper) '
Article é=50

Effects of Tnoreased Anti=us Sentiment in Brazil

s% Tho increased anti=US feoling in Brazil may woll
¢ formally close coopsration of RBrazil in inter—-
national matters as well as delay same of the pressnt eco~
nomic negotiations with the US, but should yield to efforts
toward t based on longer<term factors,)

Anti~US sontiment, which has bheen increasing in Brazil during the
past; yoar (a%am Widy, 11 Apr 50), was fwrther aggravated during the
past few we by the annoumcement of ths large Export~Import Bani
loan to Argentina (D/1A Wiy, 16 Iy 50) and the published report on
the causes of the high coffee priges of the Gillette suboommittee of
the US Senate (D/1A WKly, 13 Jun 50), The anti=~US attitudes are notioce-
able not only in the press and eertain segments of the public, but also
among soms high govermment offisials and officers of the armed forces,

Underlying this recently inoroased critioism of the US and its
policies is the feeling of DBrazilians that the US 18 not granting them

Wars I and IT and in the immediate postwar period, IMany high Brazilian
officials, both civiliean and military, consider that their contribution
ag allies of the US in World War IT was 50 much greater than that of
any other Latin American comtry that the US should favor them above
all other lLatin American countaies; thoy seg, in such US measures ss

&
resent US Sovist-contaimment policy in Europe than they are of the
fast that Duropean countrien, including former enemias of both the US
and Brazil, recoive US military equipment frec while Brazil must pay
high prices for it, Under these ciroumstances, ome school of thought
in Brazil apparently advocates striving in every Wy to reduce their
peculiar dspendence on, and their pecullar ties with, the US (the recent
barter~trade agreement with Wost Germany 1s a case in point), countering
what they consider US lack of sensitivity to its peculiar debt to Brazil,

Although there is as yet no reason to alter the estimate that Brapil
would be 4 ¢lose ally of the US in cage ufanothermr-andprobably

example, may become intransigent in their negotiations of a friandghip,
navigation, and cormerce treaty, similar to the ome dosired by the US
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Artiols 6+50

and dravm up between the US and Uruguays or they may continue %“to shudy®
US Stesl's application to exploit tho large manganese deposits in the
State of Latto Grosso and thus may delay the potential flow of that Danga~
nese ore to the US, It is also poseible that this anti=Us feoling
further stimilate the natiomalistie attitude reflooted in the "Brazil
for the Braziliaps® alopan which, along with the pressure of politicians
seeking the votes of nationalists and Commnists for the Important Ooto—
ber elections, may force passage of a bill new hofore Congruss that
could omrtail the flow of oritical and strategic minomls to the US
(D/1a Widy, 13 Jun 50), It cam also bo expected that Brazil will mako
overy offort to sypport the present high price of coffes through svb-
sldiss to the producers as well as including larger amounts of coffeo

in the barter agrecments with European mations, This latter atep would
orient Bragil's foreign trade slightly more towards Burope and prejudice
:somawhati?»hepreaent].are;ee:zport:sto&'azili‘romthevs°

While the prospect is not tright that, saving extraordinary offorts
on the part of the US, this anti~US fecling in Brasil vAll deoreass to
aqy great extent in the immediate future, factors oparating over the
longer term =~ such as those that have for so long favored partieularly
friendly relatioms betwoen the two countries == will be availsble to
support efforts of leaders in both countrdies to amsliorate present con~
ditions, Sober second thought smong Brazilians will point oub, as ame
publishor of a large newspaper chain has already dono, that the Gillette
raport is only a report of a subcommities of the US Congress and mot the
official position of the US Govermment, The sting of the Argentine loan
will be somovhat assuaged by publicity of various new Eximbank loans to
Brazil for the additional developmont of its steel irdustryy, cemsnt
industxy, and electric power, DBvidence of constant US interest, such
ag that shown by visits of high~ranking US officials, both civil amd
militexy, will be apprecilated, Orders for critical mterials, such as
the US renewaml this minth of the quartz~-crystal-purchasing program that
had been suspended for many wonths, will bo valued by more moderate and
less natiomalistically minded Drazilians, And f ally, naturally comple~
mentsry economies == rather than naturally competing, as in the case of
S and Argentina = favor ocooperation in the name of common sensa
‘Brazilian opinion can well return to the roalization that the US will
continue to be Brazilfs best customsr regardless of additional new
trade agreements with European mations,
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(c1a Viorking Paper)
Bituntion Mermorandum 3850

The Current Sibustion in Chile

88pl1ve a political struggle regarding economio plaming,
Pavorable factors slightly outweigh the unfavorsble in the
prosent economic situations Thero has been no sgignificant
ohange in tho morale, loyalty, training, or effioioncy of the
arned forces in the last quartor. Chilean Commmists continue
to dovote their principal efforts to the politioal field,
Thero has boom no significant chenge in Chilets international
relations. ' :
— US egourity interests have not been importantly
affected by ovonts in Chile in this pericd.

Political

Chilesn government eppears reasonevly stuble at the end of the
rocent quartor, during whioch the nost signlficent political struggle has
boen revolving around eccnomic Projoots sdvanced by the ministor of finence.
Baoked by the inersasingly powerful white=sollar unions (JUIECH) and teking

Ministor Vial has gought support from Chiloan tvierkers by proposing a far-
reaching plon of wage subsidics o sorvo as an adjustment to inflationary
conditions. The plam, passed by the Chilean lowor house, has proved to

havo such extonsive Popular and political support that Vial, who wus expooted
to ruin himeels politically after a short towr in office, now appesrs to be
assuning a major role. The "Vial Flen" » however, faces its real tost in
tho sonate, whore conservaebtive power 1is groater than in the lower house.
Prosident Gonzalez Videla, whose poraonal position appeare somowhat stronger
since his retwrn fron the US, hns shown his usual political astubonoas by
adopting a receptive attitude towards the “Vial Plan" and is apparently
wliling to play ball with the new finence ministor =o long as he can advance
his own ends by ao doing. The prospect for the future, although it un=-
doubtodly inoludes pelitical turmoil over ths esoncmio plans, is reasonably
favorables no roally serious threat to the atebility of the present Chilean
rogime i apparent at this time,

Escnomio ,

vorable factors alightly outweigh the unfavorable in Chile*s present
¢oonomic sltuation. The prineipal item on the oradit side is the dramatic
rise in coppoer prices during the past twolve months (frem 17 oconts & pound
in June 1949 to 22 1/2 cents a pound in June 1950). Against this must be
considered the oontinusd monetary inflation, a politico~economic drive for
inereased wage subsidios, a wave of gtrilkes roducing production and incoma,
and ths small benofits to date from the embryonic industrislization pro-
grame Moreover, Chile will not derive full advantage from inoveaged copper

prices if the US Congrose doos not rewsnact the suspension -~ which expires
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Situation Memorandum 38-60

30 June 1950 == of the twe conts per pound US duty. Om balance, however,
the outlook is somewhat more favorabloe than it was three months agoj and,
1f the strikes and inflation do not get out of hand, Chile should be able
to advance economically in the ooming quarter.

Milit

Earo has been no sipgnificant chenge in the morele, loyalty, training
. or ef’iciency of the armed forces in the last quarter. Ths arry and the
carabineros have demonsatrated thoir effectivencss in maintaining order dur-
ing the potentially deangercus period of widespread strikes. Thelr loyalty
to tho govermment and capability of controlling violenca is expscted to
continue during the coming monthse

Subveraive

t8 oontinue to devote tholr prinecipal efforts to the political
field =- probably because the now Chilcan cabinet is less conservative than
its predecessor and contains rore nombers friendly to Communists. The
changod Corrnmitt emphasis is noticeable in efforts to win politioal
collaboration of various groups for the purpose of repealing the Defense
of Demoovecy Lew. Oonsistent with this political effort, the Commnists
have concurrently refrainod from overt action in strlkes end other dis-
turbances, although their capability for causing trouble remaius high avd
thors have been mmerous opportunities for such mnotivities within the past
quarter. Furthor, the elimination of the hated law has talen precedsnce
avon over "peace” as a statod objoctive in Comrnmist front groupss D/IA
believos, however, that, although tho Commmnists bavo mede certain political
goins and may continue %o win further support on this one issue, their drive
to repeal or alter the Defense of Democracy lLew 1s not likely to be success™
ful in the irmmediate future, since cconsarvativo and modorate groups are
as intent on its retention as Cormunists end many liborals are for its
repeal. It 1s not expooted that net Comrumist strength will increase
significantly within the next quarter.

International '

Phere has been no significant chenge in Chile's internotional relationa
during this quarter. The visit of President Gonralez Videla to the US
was the most outstanding single event on the Chiloan intsrnstional scens.
‘Both the Chiloan pecple and President Gonealez have seemed satisfied with
the results of the trip; the omly benmefit epparent thus far, howsver, ham
been tho importent, if imponderable, one of remewing treditionel US~Chilean
ties of friendship. President Gonealeg' strong denunciations of Commumism
during his US trip and his proposal for the oreation of a democratic inbter~
national in order to combat Communism way be Haken as indications that
Chile will continue her ardent anti~USSR polioy. Chile 1s expeoted to
resune roletions with the new Hailtian millitary junta, in spite of a Chilean
protest over lack of assurence that demooratic elections will be held. A
rove to resume relations with the Venszuelan military Jjunta also is pogsible.
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the Current Sitnation in Vensazuela

(Summery =- The political sitwnatlon is somewhat less favorable
then thres months ago. The sconomic position is essentially
unchanged. The military situation also is unchanged except

for reorgenization of the genersl staff. Communism has received
a getback from dissolution of the party. There have been rela-
Wvely winor difficulties with Cuba, the Dominican Republic, and
Great Beltein. -

: ~- Racent devalopments hawe not seriously affsctsd US
security interssts.)

Political . i

The political sitnation in Venezvela josomewhat less favorable than =
three months age, principally because Accion Democratica and the Communists
appaar to have entersd a phase of more aggresaive sctivity. This has bsen
ovident not only in the petrolsum workers® striks (asse Economic below),
but also in & number of isclated disturbances by armed civilians which,
though largely unsuccesaful, hawe creaisd an etmosphere of increased tsnsion.
It 1a true that recent clandestine activities have probably strengihensd
the unity of the junta; 1t is aloso trus that there is littls indication
of a decline in the government's ability %o control the type of sporadic
violence which has ocourred recently, and that thers is no clear evidence
that AD is now capable of dirscting more concerted revolutionary action.
Nevertheless, the continuation of minor outbreaks, however unsuccessful,
would probably delay the restoration of political libsrties essontlal to
the preparation for elsctions, and it is quite possible thati such delay,

rathar than & major revolutionary attempt, is the lmmediate objective of
ADG

The announcement of the drafi electoral statute on 25 May is only one
of the first stepa in the long process of preparing for elsctions. Progress
towards constitutionaliem will be slow, and repressive meusures will probe
ably continue for some time. '

Bconomia :

There has besn 1i4tle significant change in Venszuela's economic
position during the past three monthz. The govermment coniirnuves to be
gravely concerned over the possibility of drastic US restrictiona on oil
imports (D/LA Wiy, 21 Mar 50). Moanwhile, the goverrment eppears to
have become resigned to the progpect of termination of the US-Mexican
trade agreement, by which Veneszusla has enjoyed, through the most-favorad-
netion clause, favorable terms for oil exports to the US3 and petroleum
production has been mainiained at a genérally high level for the past
three months. It is doubtful, however, whethser Venezuela can continue
to find markets for all iite oll at present high levels of production.
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The results of the petroleum workers' strike of 3-13 May are of mixed
significance, and its ultimate effects may not be fully apparent for some
time. In terms of its alleged objective -- revision of the commissary and
wege-scale clauses of the collective contract -= the strike was & failure.
As a test of strength and as a means of embarrassing the government and
raising the morale of the workers it was at least partially succeasful,
inasmuch as nearly the entirs industry was for a brief period strike-bound.
The government showed a certain weakness in failing to lssue general orders,
leaving strike-breaking measures largely to the discretion of local authori-
tlea. 'The most important immediate results, dissolution of the Communist
and AD unions and the Communist Party, while crsating an obstacle to future
united action, will undoubtedly intensify the hostility of the lsbor move-
ment towards the government, which the latter has done little to counteract.

Military :
There has been 1l1ttle evidence of a decline in the loyalty of the

armed forces, and, as long as the junta members themselves remain united,
"they can probably depend upon the support at least of the older officers.
Junior officers are a more questionable factor. It is to be expected
that AD will make a continuing effort to penetrate the armed forees, and
may possibly increase its influence not only among enlisted men, but also
among the jJunior officers. ' :

Possibly most important of several recent changes in the Miniatry of

~ Defense is the replacement of the Inspector Genaral's office by the newly-
organized Third Section (operations and training) of the Armed Forces
General Staff. The new G-3 chief, Major Julio Cesar Angola, is reported

to be enthusiastic about US ‘training and organization methods. v

The Venezuelan goverment ¢ontinues European arms purchasss because
of the price differential or the non-availability of the US product. In
spite of this obstacle to its effectiveness, the work of the US Army Mission
appears to recelve inecrsasingly enthusiastic acceptance.

Subveraive . ) _ _

Communism received a sharp setback with the dissolution (13 May) of
the Partido Communista Venezolano (PCV) as a direct result of PCV leader-~
ahip in the recent petroleum workers® strike. It is true that the dis-
solution decree was not directed primarily against Communism as such; that
it does not affect the smaller dissident Communist Party (the Partido
Revolucionario del Proletariato - Communista); and that its effect upon
Communist front organizations is not yet known, Nevertheless the decree
(together with the decree dissolving COSUTRAPET) affects the principal
Veneguelan Communist Party, especially in the sphere of labor from which
it derives its greatest support snd in which its greatest potential threat
to US interests exists.
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The theory that Communist parties are more difficult to control if
driven underground, and actually mey profit from being outlawed, is not
nacassarily appliceble to the present situation in Venszuela. The Com-
muniste will probably lose large numbers of marginal followers (especially
in the labor unions) whose support was predicated on personal advan tage
rather than Marxist convictions. It may be assumed that the government
will be vigilant in apprehending PCV leaders, most of whom are known.

It 1s not likely that Communist Party diecipline in Venezuels will be
adequate to the demands of effective underground organisation. Therefore,
Rhile the AD cause may gain some additional support within Venesuela,
Communism will probably decline in strength.

tio .

Coertain minor difficulties, in which Venezuela became involved with
Cuba, the Dominican Republiec, and Great Britain during the past three
months, seem no cause for concern. Relations with Cuba, strained as the
result of a magasine article ocritical of the Venezuelan junta written bty
@ Cuban official (D/LA Wkly, 23 May 50), will probably be patched up by
& Cuban offer of apologies. The Veneguelan govermment, however, will
continue to regard as overly tolerant the attitude of the Cuban govern-
ment towards AD exiles in Cuba, The asylum episcde that threatenad to
disturb Venezuelan-Dominican relations is now coming to a close. The
Dominican government has yielded to the extent of delivering the asylees’
passports to the Venegzuelan embasey, on the understanding, however, that
Venezuela would replace its ambassador, whose eccentricities are Teported
to have disturbed his own government as well as the Dominican government.
There is no reason to doubt that the British ambassador's proteat over
firing on a Shell Company British-flag tanker about 45 milee off the
Venezuelan coast by the Venezuelan naval training ship Capafia and the
boarding of the tanker in search of arms allegedly being smuggled into
Venezuela will lead to an amicable settlement.,
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