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CURRENT DEVELOPMENTS

GENERAL: It is not likely that (WS machinery will be used in comection
with the problem of Iatin American material assistance in Korea (p. 2).

NORTHERN AREA: Cuba's economy has been strenglhensed by the incrsased
sugar demand resulting from the Korean situation {p. 2).

CENTRAL AREA: Prazil, which had sontemplated shipment of strategic
quartz erystals to Czechoslovakia, may wsll be deterred from this sals;
despite the lack of basic agrecsents which might protect US interests
in sush cases (p. 2},

SCUTHERN AREA: DBolivia's efficiency &8 a producer of peirolewn will be

substantially jmproved if, as is planmed; a US firm is called to mmagc—:
oil operations (p. 2).
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{CIA Torking Paper)

1.

L.

GENERAL: OAS Collective fAction Reparding Korea

The recent Uhiloan Suggestion thet latin American responges
to the UN request of 1 July for mterial assistance in Korea bs co~
ordinated through the OAS is not likely to be followed at this time
since the US and some of the other American republice feel that CGAS
collective action at this stage would only delzy matters further,

Should the international situation be aggravated, however,
it is possible that a suggestion from one or more countries for a
meeting of Foreign Ministers of the OAS to consider Hemisphere inter-
ests would recelve general acceptance by Latin American govermments,

CUBA: Increased Demend for Sugar Strengthens Emtire Economy

An increased demand for sugar, developing as a result of the
Korean situation, has had a favorable effect on Cuba‘'s economic
prospects in gensral, As sugar is the mainspring of the economy,
the US purchase of an additional 600,000 tons on L August —- com-
bined with increasing demands by other users -~ has beon felt in
every phase of the economy, Prior to the cutbreak of hostilities in
Korea, it had appeared that there would be a large carry-over of un-
sold sugar from the 1950 harvest, and this fact tended to darken
future prospects, All this has bsen changed since 25 June 1950 and
boom conditions have been reestablished, It is true that concomitant
boom effects such as higher prices and temporary scarcities of imported
goods have also made their appearance, but this ls less important than
the changed sugar situation, Both economic and political stability
will be favorable affected as the Pric administration will be saved
from seversl difficult problems of its own making and can count on
gufficient income to cover its immediate obligations,

BRAZIL: Covernment May Refuse Quartz Salea to Czechoslovakia

azilian gOvernment may Woll be anfiuenced by US moral
pressure to prevent the contemplated shipment of 600 kilos of quarts
crystals to Czechoslovakia, HRepresentatives from that country re-
portedly have been active recently in attempts to purchase large
quantities of Brazilian quarts, presumably for transhipment to the
USSR, That vitally strategic mineral renks high among the USSR's
needs of essential materials ~—- as it does for the US.

This negotiated purchase by Czechoslovakia points up the
lack of a basic agreement with Brazil (or with any Latin American
mtion) for the demial of strategic materials of value to the Soviet
war sffoxrt,

BOLIVIA: Possible Management of Government Peiroleum AMIE

Fresident Urrlolagoitia’s approvel of a US proposal that
the govermment petroleum agency (YPFB) engage a US firm to manage
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Weekly Contr_butions B0 22 August 1950
(CIA Worldny Paper) ? »

its operations may lead to the implementation of this plan, which
would ireresue YIFDes sificierey and further the development of
Bolivia ts substantial petroleun rusources, The plan represents a
new approach to the comtentious subject of fureign control of Ao
wostic industry in that the US axperts, wvhoe in fact vill contxol
actual operation of YVF3, will be pmsenied (o Lie public as only
advisors or consultants, As YPFB has experienced financial and
production difficulties during rcecent months, manapgement of iis
operations by a US firm would contribute to the early attainment
of self-suf{icivnoy in nearly all petroleun prodats with comean
quent bermflt to the Jolivian economy,
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{CIs Working Paper)
Sitvstion Memorandum 51~50

(Sumosxy ~ The Gdlvew administration remains stable daspite
uncertainties regording the president®s health. The sconomic
altuatioc is relatively fevorable. Hondurss remains singu-
larly free of communist activity. The current situstion of
the military establishment is not kmown. Friendly relations
are maintained with neighboring countries.

—~= Hothing in the current situation importanily modi-
fies long-etanding advanteges for US ssecurity interests
deriving from flonduras® thewough-going suppart of the US and

-,

Hemisphere unity.)

Thers has been a singular lack of notewcethy politissl activity in

Aonduras during the past six menths.

Able Yice
EAT LOZANG, #no alS0 dervss a8 Vinister of Interior and Minisier of

Developoent, to all appesrances seams tc heve recovered from his pique at not

baing forewarned of Galves® propomed trip 1o the US and remeins the most

25X6

salutary and canstructive influsrnce |

Lezanc's arder discoursging political activities ~rior Lo the officia)
open af the 1954 pensral slectices has himdered but <ot altogether estopped
thes first atiempts of the oppwsition Liberal Farty to rsorganize itself after
it lementatle performance in the 1948 eampaign. fwo new Liveral leeders,
Flores and Murales, eppeer cepsble of resuscitating the now morfbund Farty to
the point where 1t will elmast assuredly be 2 significent solitical fores by
1954. While the stete of Galvez® hsalth and the concomitent questiom of his
leaving the country creats a certain degres of uncertainty, the lack of affees-
tive oppwsition Lo the present administration supgests continuing politieal
alahilily in Hondurss for st lesst the next six months.

Foononie activity remains at a satisfestory level. Banana exports for
the first three months of 1950 totalled 2.6 million stems s« squallsd ship=
wents for the corresparding 1940 quarter. Owerall expenditures of the Sruit
anmpminios are curretly 13 lower than last year because of s A7 personns)
roduetlion. This layeff resulted from the companies! completion of & post-war
comsiruction program, and the present labor force of more than 30,000 will be
wadntadned or sliphtly augmonted. The fruit companies are still apending ovey
¥5 edllion quarterly in Homdurss, and the country hao ample dollar exchanms
ree dmport requirements. 1949/50 coffee shipmerts will probably excesd hy one
miilion pourds the & million pounds shipped fn 1948749, and prevailing bdh
prioon will ewell the insomes of numerous small farmers. Governpent TOTIRIGE
#idels bave shown & congistent opward trend in the past, sevoral ysars are cu-
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There have teen & nunber of significant developments in clvil aviation-
The modern nstional sirport recently opened at Toncontin, complete with pas-
songer fecilities and coffives for domestic internal and internstiona] airlines
serving Tegucigalpe; will benefit the tourist industry. A4 new dopestic alr
freight line, AllSA, has been esteblished, with Joe Silverthorue as menasgor
gnd with the financial backing of prominent govermnment officials. ANHSA has
roceived povernment essistance in verious wsys inclonding & lucrative contract
for carrying sgussiisnte. a liguse pooduced under government momopoly. Silver-
thorne had a hand in drafting the new sviation law, which eontains provisions
decidedly sdverse to the interests of the established internal airlines, TACA
and the Pan-American Afrways affiliaste, SAISA. If these provisions are strietly
enforeed TACA and SAHSA, whose margin of profit is slim, wight be driven out
of business, sn eventuality that would impair the alresdy inadegquatc transporta~
tion system of the country.

The estoblisiment on 1 July of a povernment owned Central Bank and a
Development Bank umder the gusploss of the International Lonetary Fund may
altimately prove an important factor in the esonumle development of the country.
The Sentral Bank, which will act Ixter slis a3 the government®s fiscal apent. -
sxehanges conbrol sutbority and bank supevrvisar; is intended to provide a nars
flexible nunstary syston end to repulste the axpansion of credil, whieh at pres-
snt i rether wrespensive to the needs of the sowtry. The Develepment Bank
was created ay a source of wredit snd investwent funds in areas aot reached
by private banks, most nolebly ia the sprieulturel field, and also teo provids
unxiiiary servicss such ss tochnissl advios and experimental stations. The ini-
tial capital of the Centrsl Bank is $250,000 and thet of the Devel Bank
£950,000, the latter to be increased armually =t the rate of about §700,000 from
Lakes surmsrked for the purposs . Khile it 12 true that these Institutions arve
atarting out on a smell secale snd thet initial operaticnw will be hempared by
the laek of qualifisd parsonnel and jeslousies of epseial groupe, D/IA Lelieves
that in time they will ewntribute modsstly and perhaps even zipnifieantly to
Roudures ¥ economic advancement.

The nare conrressional commission thet drafted the nee banking legislation
s also stbudying revision of the revenue aysten with a vilew to making 4t more
productive and eff4clent: The commissien's studiss so far have lod to the levy-
ing adoption of an fneone tay which, in the fiscal yeor olosad 30 June 1950,
s astimnted to have yislied $3 million of additionnl revonue, at lsast half of
waileh cape {ror the Tvulb sompenioe. This levy ovompie s proat majority of the
popubition bab, we srionce iz guined, will probably be sxionded to middls and
Temer fotome croups rad meke poswible proster public expaiiitures fur sconomie
Hevelopwent. Additdonal legislation ie axpected to eliminzte at losst some of
the inconsigtencies and overly busdenpome Spatures of the provent cuwstoms sollace
“on systien, which hindey trade and, In certaln irstances, hsve aven resulted in
decraatnd rovermment rfovanues.

wakasadyn ,
fomGuiras ronains sinrulorly fyves of camoenist activity. The oaly known
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{CIA Working Paper) '
Situation Memorandum 51-~50

benana region. The FDRH has primted numercus attacks on the fruit oompanise
with funds and propaganda from Guatemsls and Mexiso. It is also believed to
have directed acts of minar eabotage sgainst fruit compary properties. This
agitation has stirred some unrest among the workers, and it a 1likely
that the goverrment will not tolerate these disruptive activities much longer.

Since the withdrawal of the resident US Army Attaché last year, no signi-
ficant developments effecting the military establishment have been reported.

Honduras continues, at least supsrficially, cordial relations with its
neighbare and is following the US lesd In most internstional matters. Relations
¥lth Guatemala, which were something less than friendly around the turn of
the year becsuse of the alleged mintreatment of tha Henduran Foottwll toam
in Guatemaln, have recently improved. This improvement i attributabls at
isast in pert to Guatemala's co~gperation in disbending a small group of armed
Aonduran dissidents operating along the horder and the exceptional virtuosity
of the Guatemalan nationmal symphony whish hed been sent o lay at the opening
of the Honduran Central and Development. Banks (ase ? Honduras recog-
ndzed Viel Nam shortly after tha US d41d so, bas ratifiod the chiarter of *he
Organisation of the American States and has indieated its approval of the
U5-UF poeiticn on Korea. The IS 1s assured of the continuing eo~operation

of the gowernment and a preat majority of Hondurans in most international
wattera.
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Situstion Nemoranduom 5250

(Suppexy —~ Improvement in govermment stebllity continues. Ths
econcle situstion continues to be unfaversble. The Government's
enti-Communist cempaign has been intensifieds The Rio Trealy was
ratified but popular cpposition will preclude the sending of
Argentine troops to Kerea. _

we U8 goourity luterests ave favored by ratification of
the Ro Treaty sud by contlimming improvement in stability, tut
ere unfavorably affected by Argentinafs reaction to the Korean
erisie which occasions considersble doubt as to the availebllity
of Argentine military support in the futures.)

Rolition]

The moderate improvement in government stebility Wiy, 23 May 50)
has ocontinued as the Korean crisis has led to anticipa®ion of betterment in
the econcmic situstlion through cxpannion of exports, and es the adminiatration
position has improved in relation to lebor and the opposition. Although
Perén's appsrent retreat on the question of aid to Korea (see Intermatiomal)

demonstrated some linitation on his gbility to lead the Argentine meticm,
his proupt return to the "Third Position“ eppears to have reunited his sup-

porte During recent membhis the government also improved ite immediste position

by ending the cted orkers strike which had posed s threat to economic
recovery (cece Wkly, 25 Jul 50). It also succeeded in maintaining a
reletively L ence of ptrikes bub cnly et the cost of substentially larger

increases in wages which osn be expected to edd te inflationary pressures.
There are indicetions that the Communists may significantly egerevale this
problem of tho wage spiral (see Subversive)s The Peronista cempaign to elimi-
nate the Radioa) opposition party was furthered by the rosignation of half of
the Radicel deputies in protest ageinst the Perdin 1949 revision of the Consti-

tution and by & cleavage in Radlieal ranks on the issue of ratification of the
Rio Pacte estimates thet Quring the next three momths the Perdn edminis-
tration wiTl continue to etrenghten ita position by cepitalizing on growing

optinism vogording proepects for economic improvement and by further developing

25X1

its carporsto-state-type organimation of the Argentine aociety| Wely, 27 Jun 50).

The economic situstion remains unfavorable despite an incresse in exports
anga despite favorable developments in Argentina’s Internaticnal economic
relotions.

Among these favorsble developments is en improvement in Argentina's bar-
geining position stemming from mare competitive price policies end inereased
efforts to revitalize trade and finaneial relations with other countries. The
honeymoon in US-Argentine econamic relations continued with discussions under-
way relsting to the use of the Eximbank loan, with en agreement for reciprocal
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exenption of income tex on transportation compsnies, and with the impartetion
into Argentina of doller oil under the one-year agreements negotiated in antl~
clpation of the loan. lNegobistlons with Western Euwropean countriea offer
proapeots for improvement in Argentina's trede end finsncial pesition. An
agreement with Vestern Gormany for the exchange of agricultural mroducts for
and manufactured goods (US$124 millien esch way) arrenges for irede
that should prove highly beneficial to the Argentine economy. A new trade
agreenent with Switzerland includes provision for resumption of finencial
{trensfers end may set a precedent for sgreementa thet Argentine is negotlating
with other countries including France, Belgium, Ttaly, znd Sweden. Although
negotiations with the UK have degenerated to a stalemete over s new meat price
and meat shipments have been suspended, this impagse largely reflects an im~
provement inh‘genﬁina'abergaining position (See | My, 18 Jul 50).

However, these favomb]a developments have not been sufficient to counter-
eot the fimdsmental disequilibrium in the economy. Inflatlonary pressures
persist with nonetary expension continuing, goods in short supply, renewel
of wage incresses and relatively low levels of productivity. Furthermors,
an anticipated incresse of 16 percent in federal expenditures far 1951, as

‘well as en indicated l1iberalization of private credit =~ particularly to agri-

culture -~ will further the cowrse of inflation in the short run.

Although certain benefits should result from continued government's effcris
taward economic reforn and toward improved economic relations with other coun-
tries, no fundemental change in the unfavorable economic situation can be ex-
pected during the next four months.

Recent stetements by t-.ha Argentine llinister of Defense snd the Chief of
Steff of Coordination for the Armed Foroces ,indicate that the ermed forces
supported and approved acticn taken by Perdn in recommending retification of
the Rio Treaty and in issuing instructiomns to the Argentine UN representative
to approve the action of the US in Korea. Support of the US position on this
jssue is in line with other evidence of =z ocontinuing fevorsble disposition of
the Argentine Armed Forces towesd the US. This evidence includes: expressions
by defense lesders of & desire to adjust to Hemisphere plans for militery co-
operation; recrganization of the top command slong lines of the US umificetion
plan; purcheses -~ actusl and requested -~ of US equipment; and visits of high
defense officials to the US. Though technionl reorientetion of the Argentine
arny in the direction of TS doctrines and equipment has only begun, it is prob-
able that the Arpgentine army, excluding certain extreme nationalist army ele-
ments, would favor aligmment with the US in the event of US~USSR hostilitics.

Although a bill to outlaw the Cormunist Party was withdrawn, evidently
in deference to Third Position poliey, the Perdn administration noticeably
Intensified its campaign against Communist ectivity. Polios cracked down on
numerous demonstrations against Argentine pertieipetion in Korea; Police

25X1
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| lemorandum 52-50

! ic]:mmw’i non-Cormunists arainst beinpg duped ‘into signir&g

1o Cormunlets hove guccoeded; in e fuise
of loyal Poronlsias, In atialning sccond level Jeadership in soversl CCT
unions; and have effectively proveiled on the rank and file te respond to e

. $cchniqud called "Pordn plus one® (when the 06T union demonds a tén peso in-

erosge in wages the Corrunists domand eleven).
i . : |

. Theirstification of the Rio Treaty on 28 June by the Arpentine Chambor
of Deputies i3 the rozt Important Argentine comfribution to Herilsbhere soli-
derity si World War IX, but "grass roota® roaction to the Koreon crisis

 will probably prevent dircet militery support of the UM actlon. A1though
the administration early intimatod that treops ripht e sent to Korea 1%

soon decided to retreat Yo s Third Preition siond In which fthe people will
decide".. Tho vigor of the edvorse ronction anmony Cormunists, retionalist-

isolatis
trect, indiested th:t Perdn's incessant Dropegendz appeels to jsolntionist
aantimczn{‘; hes nurturod public stiitudes whish will mole it vory 438fioult
for the povormment 4o empley militory forees inturnctionally unlesas Arpentios
gecurdty’ is dlearly involved. Peréants revival of the AZC (Arcenting, Traz!ll:
Chile) Dbloc there in ths combext of walon £n pesigt foreipn irpdriclfem, -
well as his condening of tho Peromisto press intervention fop the Vergss
eendidacy in Bruzdl, avidenced & now soportivoness in internations! welatleas
aftor a pansidersile period of reletive gyuiosecnce. Tt is quits Tikely tlot
this incroused aebivrity in relstlon to neiphboring countrits 1& ovidence thot
Peran cohsiders thic peried -~ when world hostilitiss nay b tfmfnent == 8
good ono in which to loy the growmdwverl for tio eoctonslon of Arméntine
u&mﬁndrﬁc S . ‘ f :

! t -«

1sts end Poronistes as well, whith led the administration to re-" 7
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