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STAFF MIMORANDEM NO. 223 |
epments in the Argemtine Situation

SUBJECT:  Possible Devel

' exorendum is designed ﬁz@ sexve as baskgrommd ami an im@m

: subatitute for the pending NIE-66 on Avgentimas, im which the situntion
will be exmnined in more d@‘i:ail and nore defintte estimative con-
eluslons me‘haa

, gdvction., For a mhﬁmtim 053 economic, hmmgml end
psychol@gieal ﬁveascm s Argentine bas alweys represented o special probe -
iem tc the U3, ingide the genecral framewozk of relations with the mtm«w
American republics. Vhen Poren come Yo power im 1943, be merely fine
- temsified certain agpects of this problen by pm’:s*ning 8 fovelgn policy
| at variance with that of the US and by inidieling & reveiutbionery %eﬁ,&l
) ard ecomomic program within Argemtine which hed reporcussices throughou
| Letin hnerfca. To dnte, Peron bas been abile %o comth on velstive
| : prosperity to finance his social and economic exmperimentation. How,
o for the first time, he appsrently faces a period of sconomic stringency
| serious enough to threaten his temure of power. AL the same time,
his able helpmate Evita reportedly has only a 35% chance io recover
from her present iliness, so that Peron may lose the oms most able %o
muster popular support for him. The situation ralses new questions for
theUS: Ie it indeed likely that Peron will f£all? What measures might
Peron take in ovder to maintain himself in power? If he were to fall,
what goverrment would take his place and what would its policles be?

PRESENT STITUATION

| : 2. The causes of Argentina's economic difficuliies are nmsinly twos
& long-LeTa povermNental PoLiey Lovoring industrial aevelopment at the
oxpense of agriculture, asnd current crop feilures and reduced
production of meat. A4s long as production and prices of basic .
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Argentine commodities were good, most Argentines were satisifed with the
Paronist program; although economists waerned sgeinst the erpenditure

of war-time profits on indusiries for which the Argentine cconomy wag'
not ready. HNationalistie pride, spurred by Peronisi propaganda,
insisted on Argentine ouwnership and management of all {ypes of iadustr?
to erase "economic cclonializn®, held to be the bane of Latin-American
countries, Levies on sgriculiural production, by means of state

- purchasing of export preducts end menaged exchange rates, provided

the funds for buying out fireign interests and other ambitious
industrial ventures. The pinch affected only the middle-glags lend
otnerg who had opposed the Peron regime from the begi.mmgg., In 1951,
however, contimued drouths affected both grainm and meat production.
The 195152 grein hdarvest was the worst on record, and there may be
no wheat 1o export from the currvent crop of a couniry normally one
of the world's greatest exporters. Meatless days have been instituted
in en effort to meet commitments on mest exporte to England., lLoss

of exchange from the normal flow of exports will, in 'ir,wn_., imrem@
d.;i‘fimltiea in the supply of esssntial mpor*mo :

3. Poron hes had two maln souvrces of powsr: the Amsj; and

orgenized Labor, THe Tiroh poe Mim in osfnce in 1943, but since then

labor hes been a much more dependable support. This was true in 1945
when the Army Jalled Paron, only to release Wim when the descamisados

- the underprivileged masses for whem Evita ls an idolized patroneas

- demenstrated in his favor. Again in 1951, military slements were
involved in an abortive plot, and Perosn subsequently took sbteps o . .
purge the Army of suspscied opporerts. The power of the CGT, the General
Confederation of Workers, ably msnaged by Evita, has steadily inereased
and has beecome simost a state within & statey as its leaders and those
of the Peromista party foim a single working group. This was a natural
dovelopment of the social revolution staged by Percn, in which the lower:
two thirds of the population gained political and economlc stature

at the expense of the middle clase that formerly ruled Argsnbina.

There 48 more Lhan propagenda in Peron's ¢laims thal he has established
& new system, "justicialism®, miduay betwsen capitalism and gocialism.
He has at least tapped the scurces of power of the masses, the
descamisados, whe, in combination with a controlled or mullified Army,

.

. have veen anough ‘o maintain bim in powsr. h

ho The "Peromista state® has been primarily & system of shaping

. Brgentipa In Lhe matmer best suited o developlng the souwrces of

Peron's power.  While it has much of Italien fasclsm and much of the
Portuguscss ‘corporate state’, it has changed with changing conditions,
Tt has entailed concassions tc; labor, cemralizsed control of businesse
and production, detailed govermmontal economiec planning, and intermitient
experinentation with syndicalist institutions. During the sarly yesrs
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of World War II; Peronism made more of a display of the borrowed trappings
of PEuropean totalitarian regimes, but with the decline of the Axis

- the sppeal to the aspirations of the masses has increased. In the

. evolution of Peronismy, full use of progapanda techniques has been nade
and also of censorship and control of the media of information. Many
affronts to the democratic theories of free speech and free press have
resulted, recently exemplified by the closing of La- Prensa, which
brought hemisphere-uide condemnaﬂ.ono

S. The key to Peron's survival is control of the CGT. The reaction
of the rank and file to Lhe lmpact of economic stringency affecting
stomachs and pocketbooks will be a major factor in the outcome of the
present situation. Within the COT, there is an apparent alternative
leadership in the person of a mmber of pro-Communists; who compete
with Evita's stooges for control of the organization. The ranking
member of this group is & Spanish Republican refugee, Santin, who
holds the number two position, Administrative Secretary, and who recently
came within one vote of defeating Evita's suvpporter, Jose Espejo,
within the confederation. There has been no open rivalry between
Communists and Peronistas, either within the CGT or outside it, because
the Commnists have supported the same social and economic program as
Peron and have found his anti-US and anti-imperijalistic propaganda
lines favorable to long-term Communist objectives. Politically, the
cooperation between Peronistas and Comrmunist groups is particularly
notable in the case of a small but influential group of "dissident®
Communists whose leader, Redolfo Pulggros, has been able to have his
propaganda releases distributed by the Argentine Sub-Secretariat of
Press and Propaganda. The #dissident” Communists -~ who split with the
orthodox Communists on the issue of collaboration with Peron -- feel that ¢
Peron may , in fact, adopt Communists doctrines in toto 1f he encounters
insuperable difficulties in his own "Third Position" approach., In any
case, the Communist infiltration within both CGT and Perconista party
groups appears to provide an alternate leadership if discontent with
Peron develops as a result of economio crisis.

) 6. %oaition parties are disorgamized and weak, as oft-en happens
in Latin America or ong continuance of a strong-man regime.
Peron's political opposition consists of the liberal "Radical® party
(which cast a surprisingly large vote in the presidential elections of
November, 1951}, of former conservatives, and in general of members of
the middle class that ruled Argentina before Peron took over. Most of
the liberal and conservative opponents of Peron, however, are not of the
type to oppose the govermment by force in person, and they have had
little luck in finding anyone to man the barricades for them. The
economic pinch foreshadowed by present conditions will affect the middie
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class legs than previous govermmental measures -- in fact, the rural
landowners will benefit to a minor degree by the adjustment of food
prices, which will at the same time weigh on the urban proletariat.
This fact, however, is not likely to change the middle classes! basic
disapproval of the regime. It would be extremely difficult for them,
however, to get together among themselves or to unite with any elements
of the proletariat that might become discontented with Peron's rule.

7. Peron has initiated "austerity measures” to meet the economic
difficultles That face him. They incilude wage-price stabilization,
rationing, reduced govermmental spending, and stimuli to increased
agricultural production in the form of incentive prices. The regime 1s
fully aware of its difficulties and has mustered the old nationalistic
devices of blaming the aituation on "foreign imperialism® at the same
time that Argentines are urged to pitch in to win the economic battle for
their national independence. The time has also been deemed appropriate .
to increase federal controls typlcal of & syndicalist stats. These are
noted in the constitution of the new province "President Peron", in which
former provincial rights to control education, public works, welfare,
and the courts are all taken over by the central government.

8. Peron's policy in foreign relations has had objectives that
are not too clear. rPrimarily, 1t appears that the purpose is to increase
Argentina's influence and prestige by making it clear that Argentina
determines its own position on each issue, irrespective of the views of
other and larger nations. This policy is the so-called "Third Position®,
vhich places Argentina midway betwsen "imperialist capitalism®,
exemplified by US, UK and other "colonial" powers, and Communist
imperialism of the USSR and its satellites., dJust as Peron stands for &
different domestic¢ system of govermment, he maintaines that Argentina
need not be drawn into either of the camps into which the world is being
divided. Rather, he hopeg that other Latin-American nations may

" follow Argentinats leadersiip and then join larger pan-Latin aggregatlons -

to0 reduce the control of world esvents held by the U8 and the UBR.
Perfectly consistent with this present stand was Argentina's World
War II neuvtrality, which was dropped only in the last stages of the
conflict as a meana of rejoining Western Hemisphere and world-wlde
organizationa. Propaganda supports the "Third Position" idea, and
Argentine criticism of the US has greatly increased recently.
Argentina opposes the war in Korea, the Mutual Security Program;
NATO, the Rio pact (although Argentina is a signatory), and alleged
US efforts to depress the prices for Latin-American raw materials.
rCapitalist imperialsim® bears the brumt of the Argentine radio amd -
press attack, while the USSR is only occasionally eriticized as the
opposite extreme to illustrate Argentinats position as a golden mean.
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9. Efforts to organize an Argentine-sponsored Latin-American
labor fedsration, in opposition both to the Communist CTAL and the
V3-approved Interamerican Regional Orgemization of Workers (ORIT),
have been 2 major program. Argentine labor attaches, well supplied
with money, have cultivated the friemdship of labor leaders in all
Latin-American countries and in February, 1951, & conference wes
called in Asuncion, Paraguay, in the effort to form an inter-American
federation under Argentine sponsorsiip. The effort has been in- '
effective to date, although many individual leaders work with the
Argentines. ‘ :

. POSSIBLE FUTURE DEVELOPMENTS

10, Until the first reactions of the Argentine public to
nausterity® are noted amd the accuracy of medical predictions
regarding Evita established, 1t is impossible to estimate accurately
the possibilities for survival of the present Argentine reginme.

11. Peron gurvive imperxiing economic difficulties by un-
expocted reTTeT 57 Ths Eoonaats Fitustion, oF Ty Tnoreasing controls
and austerity measures while using his old resourcefulnese and ability
&t propagands to give the effort the character of a nationalistic crusade
If Evita dies or is incavacited during the next year, however, Peronts
ability to govern will be impaired and his own psychologisal state
may make him less able to control events. In any event Peron will
resort to strict internal controls, syndicalist ventures, and a

. barrage of anti-US, anti-imperialist propaganda tending to make the
US appear responeible for all Argentina's difficulties -- already
a well-developed Peronist technique. Given a longer term in which
to operate, Peron might be able to repair many of the sconomic
errors growing out of the neglect of agriculture and over-ambitious
industrial development, ,

‘ 12. If Peron wera overthroun, it would probably be as a result
of the un{TIIngness of the prolstariat to undergo the belt-tightening
inttiated by the administration. The leadership for opposition to
Peron would probably be found among the Communists in the CGT, possibly
some dissident military elements, and the unrelenting opponents within
the middle elass. If the COT took measures to overtlrow Peron, with
Army neutrality or support, it would probably create a chaotic condition
tor some time as it is mot strong enough or able emdugh Yo govern by
itself and the Likelihooa of effective combination with other groups is

. slight. The disorganisation of the opposition cauged by nine years of
Peroniom is so great that the transition to any other govermment would
be difficult. The influence of ths Communists would inecrease under such
conditions, so that the short-term prospects, at leest, would be very
unfavorsbie to the democratic interests of the hemdsphsre.
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13, The survival of the Peromnist regime - even with increased
anti-US propaganda and repressive measures -- could easily be less
‘harmful to US interests than its overthrow and a resulting period
of chass in which Commnists and other- anti-US elemente would == .
probably increase their influence., The immediate future, therefore,
appears to offer two principal lines of development in Argentina--
neither very favorible to the W ' _ ~
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