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4 organized the sooliety, The internationel and the pational strategy of all the

the orbit are to a greater or lesser extent coordinated with

rties within and without
the major central unit of stre

gn and domestic needs of the USSR,
ctrine binds the movement togethe

forel ngth within
he orbit. A coumon do r and produces a sense of

which is 1tself a great soolal force.

onradeship,
£ the historical evolution of soclety,

Conmmmnist doctrine offers a full explanation o
on through which Commmnt sm shall
al devices for the jrmediate aoc-

T theory of action and organizati work 1ts will upon

an elaborste catalogue of tactlic

Although unitary in its theoretioal Boope,
yor sxmmple, while dootrine

that soclety, and

couplishment of local aims.
oals essentially strong cent
ple that the Communi st state
in faot Cormunism has hed 1ts greate
4n theory, not always thoroughly

in praoctice the

doctrine oono rifugel elemonti.
would grow out of the most

originally 1aid down the prinol
st sucoesoes

highly developed capitalist econamy,
aress, Complex adjustnsnts
Again, while the power snd leadership

nternational Commmi sm, yet the

in relatively backward
have therefore been necessarye

gatisfaotory,

of the Eremlin are undoubtedly elements of strength to 1
various national vu-.nu“on. in their growth snd dsvelopment-and in thelr
local influence and support, mast constantly seek to relate their poliocies to local
This explains in part the divergent policies that C
alities, Moreover, there is always the possibility, realized
caopatible with the polioies 1aid down by the

striving for

eirounstances. ompuni st s .uoﬂoﬁﬂou
espouse in differesnt 100
that looal needs will be ino
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tion may be attempted. As a step toward filling one gap, this report presents a pre« ,ached in

liminary consideration of the potentials of Communism outside the USSR, It deals with,s USSE

Communist strength and vulnersbility spart from Soviet netional power, end refers to nflict b

the USSR only insofar as Soviet influence directly affects the assets end lisbilities ; put one

of the rest of the Communist world, F the fou
This Comuunist world 1s considered primarily in three main groupings, The first piaing f

is the Easternm orbit, ccomprising two main areas, the satellites in Europe and in Asie, a5 cccas

which are contiguous to the USSR and under Communist ocontrol but aiffer from the USSR Acoo
end each other in their stagee of political and econcmic development. The second grouj,y to be
ing is South Asia, a region of colonial and semi-colonial countries, where the ooﬂu.ﬁ».ovu»

have, following World War II, markedly inoreased their strength by virtue of their jocinlis

ohampioning of and participation in the movements for national independence and waﬂou.wmwmro-d
revolution of the dependent peoples. The third is the West, ..-r.on.o Communi sm experiendy ), g.c
essentially different conditions. In most Western States, the Communist Farties con~ ;. ... ¢b
stitute an opposition to a highly developed social, economic, and politioal system. _ .14

Except in France and Italy, where they dominate the labor movement, ‘the Commumists ., wpet

in the West function gemerally in a milleu where the labor movement, primarily under A pmed3 at

Bocial uo_..—oounﬂo leadership, has aocepted the established system as the framework for and for
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ons of followers, 0ne Ol THw lupusvees — -

attracting and holding milli
oal so obviocusly has not been

sonal,

ey Cormunist operation is that this g
od itself to realizing the better

g of mankind. The

% underlie present-d
ached in the ares that for 32 years has devot
promises for eliminating the burden
means employed to achiave it

world.

ith he USSR has fulfilled few of the
profesaed goal and the Snocompatible

116t between the
against ell original anticipations

but ome reflection of a deeper contrast -- that,

theory, Communi st Parties today held

£ the founders of Comnmunist power in en area com-

and semi-colonial countries, This oiroumstance

sing formerly backward, uﬂenowm.:puwn&.
rmation of the Conmuni gt movement,

the locus of the Soocialist revolution

us ococasioned a complete transfo
the original Marxian concepts,
ountries of the Western worlde

stege of world poclety ==

Acoording to

to be in the highly industrialized ¢

P ..upﬁ._..p“_.»u.e systen® had #patured” and was ready for the next
talism had developed the technologiocal and productive foroes to the

framework and oreated a politically we
ity of the working population.
evolution

There, the

- clelism, Capl
hest point possible within ite

g

clags-consoious” proletariat embracing the great major
jroumstances (and only under these circumstances) the Socialist r
y and culturally higher eivilization, Freed from

ould be fully utilized for an

1l-trained,

dor these ©
- uld mark the leap imto a materiall
pystem" the productive foroes c
for the elimination of poverty and

he "fetters of the profit
in the standard of living,

njustice.

want,

This free and rational Socialist

the abolition of repression and i
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the revoluticnary overthrow of the established system, The Commmnist Parties almea av

°°’ A
the abolition of the "cepitalist state and economy" through the revolutionary sotion

of the working clasees, the eateblishmont of A "proletarian dictatorship," and the rapid
dome

The indigenous social revolution was the piimary

transition to & socielist society.
and the USSR was to support the national Communist Parties in the attainment

in

objective,
was

of this objeotive, for in this way alone could the Soviet state survive,
suod

The events of the early 1920's brought about a fundamental change in the position
snoluding Austria and

te

of World Commmiesm, The European revolutions were defeated --
re
The desired extension of the Russian Revolu=~ £

Bungary in 1919, Germany finally in 1923,
Cze

tion did not ooour, The Russien Communists had succeeded in effecting the revolution
tri
only in a country whose level of development was far lowar than that achieved in the

The promised millenium of the socialist scolety wme

hoy
capitalist oountries of the Wesnt.

for away. A new Btaliniet leadership emerged that sought %o sttain the future goal in

a new wWay.

S

The "socialist revolution™ had succeeded in a country where few of the prerequisite *
g

for Sociallem existed, Therefore, the prerequisites had to be oreated after the faoct.

In a region with a low degree of technology and industrislization, with a small industri

proletariat, with a large backward and hostile peasantry forming the majority of the

CONFIDENTIAL

e e e

[ {3

e oy bk e e L

= T T ERT Y TR A

TR o L i
SIATHOMY wp (1w ML LY 030N00¥d3Y
¥ T ok . A 3 - r

AT R R B L




in s situation 1N WALGH viwy s == —— = - -
d damed as the worst features of the capitalist system in order to attain in a
rt time the level of industrial power that capitalism had graduslly attained over
enturies.
The complete subordinaticn of the national Commmist Perties to the foreign and
liomestio interests of the UBSR was the external conoomitant of this internal evolution

in the Soviet pattern during the period between the two World Wars, This tendency

ﬁ'- also reinforced by the failure of the Commmist Farties themselves to develop ae
suocessful revolutionary jnstyuments, The “great orisis of the capitalist systen”
terminated not in successful socislist rovelution but in the esteblishment of the Easi
regime in Germany, which pub -B.-E. 4o all Commmist action, absorbed Austris and
Czechoslovexis, and buttressed Italian Fasoiem, The Bpanish civil war ended with the
triumph of Francoc. The French Popular Front Govermment, which had gtirred Communist
hopes, failed. The anly intact bulwark of Commnmism was the USSR.
The oontinued survival of the USSR from external threat was ccneidered to be &
funstion of its ability to mansuver in e world of hostile -Fwoapww-wco-wnnuﬂuﬁs
-euw-_.el states, The primary Communl st aim was to avoid the development of & combined capitalist
the faot. fattack® on the “Sooclallst fatherland,” The Commmni st Parties were used as pawni in
”- | the dtplomatio geme of oreating govermmental poliey favorable to the USSR. Thie was
most clearly seen ab the time of the w-.-hooumoﬁg peoct of 1936, when the Frenoh Com-
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mmiste gave up thelr opposition to the French military budget. BSuch use of Commumnist




t omnly

The Commmist Parties, motivated principally by the desire to ensure the
and leade open

movemsnts,

defeat of the Nazis and the victory of the USSR, provided motive partioipants

in the resistance movemente, at the

the Communists had the advantage over their polities Th

In the underground movements,

rivals, They had perfected illegal orgenization in many areas leng before the cutbreak the =

The victories of the Russien Army togtified to the enormous pProgresés that * the
gtate and military machine in the USShgtern

of the war.
the Communists had achieved in creating a strong

and enhanced the prestige of Commmisgts elsewhere. At the war's end, Communiste were irope.

in positions of power in meny regions, yshwar

established in the Eastern Buropean ?

Commni st-controlled coslition rogimes were
of the Soviet armies snd within the reach of Soviet military power, _.op.wo

states in the wake

The military division of Europe and Asie marked the cutermost 1imits of thie expended o the

The political and economic congolidation of this Bastern orbit be- ent, ¢

Comnmumist orbit,

came the principal Commmist goal.
The Communist movement hed acquired new charaoteri stion,

ng ol
Emphasis now wad laid goome

on the utilization of the existing state machinery through holding kéy m.oﬂ..n. orld,

characteristioally the Ministries of Interior, National Defense, and Propaganda, in grti

®pational union" governments to achieve ultimate Commmist controle bjeot
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on_ at to warrant a revolutionary effort to seize pawer., The Commumi ste were deterred

but also by Soviet interest in avoiding

are_the only by the presence of the Allied armies
H open break in the wartime alliance, Under such ciroumstances, they mey have decided
t they could gain power by operating within the governmental coalltion.
rmous effect

The rapid expansion and coasolidation of Compunist power had an eno

the non-Communi st world, whioh correspondingly changed its poliocles.

an to be exerted to ocontain Communist expansion

The great power

the United Btates beg outside the

the non-Comaunist governments of Western

o meet the changed

tern orbit and to aid in the stabilization of

ope. The Commmiste were forced to adopt new strategy and tactios t

twar -wr.:!«wos.

evolution of the Communi #t movement since 1ts inception in=-

ths highly advanoed countries of the West

Jpean This sketoch of the

ower's ﬁop.«o- that the main foous has shifted from
aclward area of the Eastern orbit,
om the revolutionary efforts of the work-

From an indl genous social move-

ofPanded | the relstively ®

: ~.- be- |gt, deriving its basic dynsmism and force fr
e its own society from within,
and military system outside the oapitalist

The national Cowmmist

Communisn in the Bastern orbit has

olass to reorganis

L

1‘&&.— oome primerily s vest political,
r and direction located in the USER,

of this system, and their polioies and

econamio,

’ brid, with gentral powe
andy, 1n o5 are used primarily in the interest

jostives are adjusted to it.




loving anti~imperialist democratic oamp™ follows the lead of the Boviet Union,

and strength in Burope today lles in the hands of the West,
B, The Present Communist Plan

The principal components of the Commnist plan today are:

1, To direct the greatest affort toward matohing the power of the West
that would jeopardize the existence of the Rastern orbit.

danger of an imrediate major war,

political stabilization,
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on the American imperialists politically end economically,” Conversely, the "peace-

‘ocmprises the "new democraoies®™ in Eastern Burope, the Miberated areas® of China, the The p
Cormuni st Parties, the “laboring olass and people's democratic movement in various
ocountries, and SS national emancipation movement in variocus colonies and vassal statewould reso
Btripped of its propagandistic overtomes, the Commmist characterization of the

Western Powers as "aggressive" indioates recognition of the fact thet the inltiative

by transforming the Eastern orbit industrially into a highly integrated
economle unjt, This requires the avoidance of & world mlitary confliet

2. To oxpand Communiet power in Asia insofar as this does not involve the

3. To insure that Western Commumism shall operate as an internal opposi-
tion force devoted to a program of hampering capitalist eoonomic and

The Communist Parties in the Eastern orbit, in the colonial and semi-colonial
countries of Asia, and in the advanced Western states are implementing this program

m the act

the period

satellite

Therefores,

dispensabl

can be ove

In th

duotion red

improvemen

are integ

satisfacti

representa

soaroity

the USSR




bit are conventrating on this task, The BtablllTy OI TROED IVELMOB UDYOUUSs wpe: -

the military sund police power they possess, on the ™neutrality® {as & minimum) and

the astive support (as an optimum) of all classes of the working population during
he periocd of technological development of the national economies,

The pessantry, which atill forms the great majority of the population im all
atellite countries except Crechoslovakia, cannot be antagonized to the extent that it
ould resort to wn.-.moluan.u..o sabotage necessitating violent suppression by the authorities.
herefore, collectivization of agriculture, which Communist doctrine regards as in-
® 4s plowed down until the hostility of the property holders

epensable for "socialiem,

an be overcame by "educatiom” and a tengible increass in their living standards,
In the field of industry, the transition to mechanized and rationalized mass pro-
duetion requires the n.owu.aou.no._..uo.u and disciplining of the labor force accompanied by

improvement of efficiency and gpeed-up teolmiques, poward this end, the trade unions

are integrated into the state apparatus and lose their function as instruments for the
satisfaction of labor's demands vis-a-vis management and the government, The leading
representatives of the trade wnions are sbsorbed into the ruling strata, The prevailing
soarcity and the foroible adjustment of the mational economies to the requirements of
the USSR and the orbit make for further snd continued mow»ou controls,

Since the edonomio v..omn.!r of the Commmist regimes would be grsatly faoilitated

by the large-scale resumption of Bast-West trade, the Communista are in favor of
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rialists,” The Communiets softpedal rsdical agrarian reform, encourage § the East

n.ro%oounwno...au.waouowu&»ounﬂ..«r the ™imperialist powers®™
. ouwnob

private ocapital in selected sectors of the

basis of the regime.

—,

desirable, and to attaln this goal they may give economic conceasiong as long as they
ainst the

entail no politiecal concessions that would jeopardize Communist control. 3 B T
L]

This program reflects the fact that the Commmists have achieved leadership and b
pres

rarian revolution, al-

won thelr victories in China on the basis of the promise of ag lenti
antio F

though their cbjective im the creation of a "Sooialist state,™ following the model ont
organ

set by the USSR, Their problem is to prevent the devolopment of a series of oconflicts

bor® gov
ontrol, They seek to reconoile the as yot indispensable

1 Social
on of economio development; %o

revolution within 1imits and by texation provide for the costs of o
B_

that would undermine their ¢

bourgecis elements to the requirements of state directl
nists reg

contain the agrarian

tary and subordinate it to the

the administrative machlnery; and to restrain the mili
slatively

The Commmists hope to overcome their aiffioulties through

emorgent civilian regime.
arld -= ¢

inoludes representatives of all

the building of a national reconstrustion front that
“urban" and "proletarian® basis of the

stablishe

olasses. At the same time, they emphasize the
ttraction

revolution in order to prepare for the earliest possible transitlon 4o the form of

exists in the rest of the Bastern orbit, They ain %o

ountries

"people's demooracy” as it
F. Cormmin
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# the emergent national stauus miswse =
ationa between these states

Communists identify the interests o

{-imperialist democratic camp” and seek to promote good rel

4in the varicus international front

d the Eastern orbit through looal participation

ek support among all groups and strata of the popula-

anizations. The Commmists Be
4 the West, and, in particular,

set the peoples of these areas agains

on in an effort to

nst the United States.
The main Commmist objectives i
en Recovery Program and the North

8, The HWestern Countries, n the Western World

to slow down and sabotage the Europe

anti-war" sentiment through the galaxy of inte
ent "anti-Soviet” and "anti-

present aret
rnational

lentic Paot; to mobilize
!..-wou and possibly replace the pres
" and "pro-Soviet” government s; and to
ships, which the Com-

organizationsj to
defeat

» govermments by wmore *progrossive

Social Democratiec Party and anti~Commmist trade-union leader

elr most dangerous enenies,

costs of
This program is designed for the present period during which
£ living in the Testern

% - the
latively stable in the Vest, The persisting high stendard o
od with the Eastern orbit == results in continued support of the

sts regard as th
vcapitalism® 18

rld - as compar
The "socialist” orbit does mot have the

tablished syatem by the working classes.
to give to the soan..muoau c

1 usher in a higher type of society.

em to provide them

jon and appeal necessary ommuni sts of Western
ries the necessary prostige as leaders who wil

Commumists bank heavily on & orisis in the Western economlc syst

CONFIDENTIAL

Podiiutubmi




IV, ASSETS AND LIABILITIES OF WORLD COMMUNISM

Thi
A, General
nlats

The major appeal of Commmism stems from the paradoxical situation of the co-

existence of immense scoial wealth, techmological mestery of the productive forces, ”_““o““
and widespread want, toil, and injustice, Communism off'ers .dof.. & dootrine and ine & Sou
strumentality through which the struoture of world society can allegedly be altered » auth
to solve this paradox, Commmniem's relatively rapid expansion together with the statu ’ 1
of the orbit as a great regiomal world power, lends welght to the olaims of the Com- o
munists and infuses their followers with dogmatic faith in the inevitability of their ki

By
ffer

success. This Communist asset is further reinforoed dy the quality of the Communist

leadership and the hierarchic military character of the movement itself, which gives

a machine-1ike air of efficiency to its ovrunépolut 1 -
In evaluating the strength and weskness of Commniem in the Bastern orbit, it is

necessary to distinguish between overt Commmist power, as eoxpressed in oontrol over TETE

oligion

the adninistration, the police, and military and para-military organizations, and olitis
Communist popular support. Today in the Eastern orbit, there is & marked &.uuuduoaq.o 3
between overt power L.E- popular support. While in many of the regions where Commmist :
are now in oontrol the Communist regime followed a long uo_.w.on of pemi-dictatorial —.E_vqaa-.
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s had ean enormous impact on these peoples end on the dependent and semi~-dependent areas
the world cutaide of the orbit,

This impact has been particularly great in vast regions of Asis where the Com=-

sts have suoceeded in linking their program with the satisfaction of the material
ts of the underprivileged mass. In China, the Commmists are leading a combined
vement of u!....woﬂap reconstruction and agrarien revolution. In Indochina end through~
South Asis, Communism benefits from a similar union of national and social desires,
 authoritarisn character of the Comsmunist movement finds reinforcement in the struoturse
native soclety itself. _no._!._..n»-,«- are regarded as effective leaders who will ghow
wsy to an industrial system with all its attendaut benefits.

By the same token, the dependent and gomi ~dependent areas of the Near Fast would

or favorable prospects for Commnlst developuent, but here the potentialities of

Commmists are limited by Western influenoce, by conflicting loyalties of raclal,

ligious, and national groups, by & relative lack of political consclousness end
ie

rgenization, and by effective methods of governmental domirnation, Latin America is
r

litically and econamically an integral part of the Western system and therefore can

expected to offer adequate resistance to Commmist progress,

v d

There are also sffects attendant upon the regionsl concentration of Commumi st

8t
-...p_;s.z. {n the Eastern orbit that condition the Commmnist “yave of the future,” In its
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of ships, taxation, otc. A related probiem Dom uies Z-

Panamanian yvequest for permission to maintain in the Canal Zone
hant Marine. 2

2. There is growing agitation in Panema, in part Government

»
inspired, for revision of existing treaties with the U.S5. Panaua
would 1ike, among other things, an increased annuity (now $130,000) ,
greater restrictions on commissary and other commercial operations
in the Canal Zonse, and more favorable treatment for Panawanlan lebole.
President Remon wishes to come to Washington in April to initiate
negotiations. The Department is discouraging this approach but 1is
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this visit, but he is nevertheless prepared to undertake it if it
appears necessary in our relations with Panama.

Mr. Simmons would like to know as soon as possible (1) whether
the visit will take place, and (2) whether President Remon will wish
to travel to any parts of the United States other than Washington.

He said that these questions are not so urgent, howeveér, but that the
entire question can be discussed in ARA on Monday, August 17, with

Mr. Cabot before we send a telegram to Panama., The most time-consuming
part of the preparation is evidently the work of the 'ecivic committee!
in obtaining adequate numbers of Panamanian flags for decorating the
city and having them put up.

I told Mr. Simmons tentatively that (1) I thought the visit would
take place, and (2) that I believed that the only other part of the
United States that President Remon would like to visit would be New York
in order particularly to see a baseball game since he is an enthusiastic
baseball player.
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detail an intirate conversation with Remén. To my shocked horror, my
report appeared in accurate substance and considerable detail in Drew
Pearson's column. It was an upsetting incident that could have greatly
impaired relatiens of confidence betveen us. Later, I had occasion

to discuss this breach of security with Tom Kann, who shared my concern.
He made the suggestion, which I think wise, that such matters be handled
in future by private letter. Hence the present cormunication,

President and lrs., Remén dined with us last night. An account
of the protracted conversation is given in the enclosed memorandum,

is you will note, many of the President's remcrks are sultable only
for the very private ear of the Department.

most friendly, the President and Mrs. Remén invited us %o the Palace
for dinner, en famille, next Friday. They made a great point that
we would be the first guests in the Presidential residence since the

inauguration last October.

All the best,

Yours 7 ncerely,

Co Wiley

Enclosure:

Memoranduz of Conversation
of August 7 between President Remén
and Ambassador Wiley .

- At the E.a.. of the dinner, where the aimosphere was, as usual,

Robert F. Woodward, Esquire,
Department of State,

- : Washington, D. C.
cc: Oub Miieein . o
_ | SECRET
-m e Mi1D, SECURITY THFORMATION
S CORET SECURITY i TMANON




cerity and patriotic zeal, He took particular satisfaction in the
improved fiscal condition of the Govermment, in the close-knit politi-
cal organization he has created, and in the public confidence, tran-
quillity and order which now reign in tihe Republic., He felt that much
had been achieved in curbing Communist activity., The Coimunists, he
was convinced, had greatly abated their efforts, iatters having to do
with Communism were, he said, in the charpe of his secretary, Olmedo
FABREGA, whom he described as fanatically anti-Communist,

I agreed that the Communists in Panamd were lying very low for
the moment but expressed thé fear that they were continuing to make
organizational progress quietly, efficiently and dangerously. ais for
the anti-Communist steps taken by the Govermment, I pointed out that
some of them seemed to be half measures that might not prove to be
very effective, I cited as an example the case of César DE LEON, who
had been expelled from his post as professor of the University but had
been permitted to retain his post as professor in the tlational Institute,
This had seemed to me to be a non seguitur, since he had not been
removed from the educational system of the Republic,

The President did not deny that there were difficulties with the
University but pointed out that he had been obliged to proceed cau-
tiously, However, he was planning in due course, which he indicated
would not be long, to counduct a thorough house cleaning, lie remarked,
"I can tell you in two words what's wrong with the educational system
in Panam4: 'Méndez Pereira.'" # De Lebn would be eased out; so would
the others, .

President Remén expressed some concern over political unrest in
the Caribbean area and the danger of Communist success elsewhere,
In particular, he thought BATISTA was handling matters very badly and
that the position of his régime was precarious. He made it clear that
he was unhappy over developments in Costa Rica, President ULATE was
most dissatisfied over the outcome of the elections because of evidence
that FIGUERES had been rigging the voting., President lemén added

# Rector of the National University
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T countered that while his speech may have been excellent for do-
mestic consumption, I was not sure that it had made a particularly good
impression in the United States, His use of the word "Justice" implied
that Panemd had been the victim of injustice, Uhis we would never con-
cede., The President denied categorically that there was any implica-
tion in his speech of any injustice on the part of the United States.
He vehemently announced, however, that neither he nor any other Pana-
manian could ever accept the treaty of 1903. It had been the work of
s man (Buneau-Varilla) who in his own books had made it more than clear
that he was an adventurer, & scoundrel, a thief and & liar. The Presi-

dent repeated that no Panamanian could ever accept a treaty imposed

upon the Republic by a foreigner, Mrs. Remén nodded her head vigorously

in assent,

We then got into 2 discussion regarding Buneau Varilla in which
I presented our side of the picture, ending with the statement that
if Buneau Varilla had engaged in any skullduggery of importance in
the matter it was in bringing it apout that the American Congress ac-
cepted the Panamd route, rather than that of lilcaragua, There had, I

sajd, been much sentiment in Congress favoring Nicaragua over Panard.

President Remén was not convinced, 1 then inouired whether President

Remén intended to denounce the treaty of 1903. This question took the
President very much aback, He explained that our conversation was
purely personal and that for his part he did not have to report to
anyone, fe then hestened to assure me, presumably for the benefit of
the Department, that what he had said did not mean in any way that the
treat:r of 1903 would be denounced. Indeed, curing the negotiations
Panaméd would not raise any question as to the validity of the trealy.
For example, the question of the clause granting the United states
rights in pervcetulty would not be mentioned. Panamd, however, must
receive "Justice,” and if Panemd did not receive nJustice" there vould

undoubtedly be a popular reaction,

wWar II the american Government had,

by force of circumstances, grown to great dimensions. I had no idea

how the negotiations would proceed. 1 was, of course, optimistic. I

feared, though, that they would toke tine. Therefore, there could be

a danger that, as a ammﬂma50h-wsmgwﬁmdwm delays and the yicissitudes
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fits from being on the dollar standard., Panamd, of course, could not

be on a dollar basis without a monetary agreement, As for the question

of new coinage, no one on the dmerican side, so far as I knew, had

the slightest objection to the minting of new coins, It was Pznamd

that had created difficulties by proceeding needlessly and without prior
consultation to breach the terms of the agreement., I added that it

vas very difficult for either the Department of State or the bmbassy

to give as full collaboration as they desired when they were faced with

faits accomplis,

During the conversation President Remén referred frequently and
convincingly to his friendly attitude toward JAmerican interests., He
mentioned specifically his policy toward the United Fruit Company,
his effective intervention in the case of the SVAR CREST and the re-
cent law which restricts shrimping to Panamanians and Americans only.
He thought that the pending merger of the shrimp industry would be
mutually very advantageous and pointed out that the controlling inter-
est in the merger would be American, (The President, his brother,
Alejandro REMON, and his brother-in-law, Henrique DE OBARRIO, the
Camptroller General, are all financially interested in the merger.)

COMENTS:

I was favorably impressed by President Remén, Since assuming the
Presidency he has undoubtedly grown in stature, shows qualities of
strong leadership and has displayed great ability in composing differ-
ences with the opposition and in keeping a firm hold on his hetero-
geneous following, In a troubled period and in a disturbed area, it
is an asset to have a strong, stable, democratic government in Panam4,
We are now faced by a very difficult and challenging problem, how to
prevent the situation in Panamd, which is currently most favorable and
desirable, from going askew as a result of the forthcoming negotia-
tions,
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phatic in branding it as completely "unacceptable," Wevertheless,

he denied categorically any thought of its denunciation, This may be
reassuring, but it would appear, on analysis, to leave relations between
the two countries in & dangerous and uncertain twilight zone, even
assuming, as I think we can, that the Iresident is entirely sincere

in stating that he will not denounce the aforesaid treaty. Indeed,

I fear that there may be a very real possibility that if matters are
not handled most adroitly relations between Panamd, the Canal Zone and
the United States may assume an uneasy and disquieting character,

Phe difficulties confronting the Department in the matter seem
considerable. To increase the annuity would involve, disadvantageously,
a matter of basic princiyle, i, e., that of readjusting American com-
mitments on the basis of the depreciated purchasing power of the dol-
lar, which would imply, as far as Panamd is concerned, further read-
justments whenever the purchasing power of the dollar mi-~ht further
depreciate, Also, if the Renén administration were successful in ob-
taining an increase in the annuity, it would be a challenge to every
succeeding administration to strive for an additional increase. liore-
over, to accept under pressure a limitation on the internal administra-
tion and activities of the Canal Zone would be & direct encroachment
upon the rights enjoyed therein by the United Jtates under the treaty
of 1903, Sncroachment, if permitted, might prove to be an entering
wedge vhich could, in time, adversely and seriousl; alfect the Ameri-
can position in the Canal Zone.

There are certain steps that might be taken helpfully at this
moment, It would be veluable if discreet means could be found for
helpful publicity clarifying the realities of the situation, The course
of events leading to the signing and retification of the treaty of
1903 should be presented from the smerican point of view, For example,
a serics of editorials in the liew York Times would be an excelient means
of obtaining an echo in the pracs of Panamid. Indeed, ro meare chould
be ne:lected to get our point of view before the lanamainian public,
which has been exposed to only one cide of the story.
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prove cheaper than to accept an annual comnitment for increased pay-
ments that would run into perpetuity and very possibly be subject to
periodic increases in the future,

Finally, I would like to add that I think I have been successful
in remedying the time element in President Remén's thinking. 4t a
previous dinner, quite a few months ago, President Remén was determined
that he should be in a position to announce a "gesture" from the United
States to the National Assembly when it convenes on October lst.
UThere must be a gesture from the United States,” he insisted in no
uncertain tems, HNow, I think he is reconciled to slow progress. At
least so he told me last night., If true, this may be a helpful devel-
opment.,

Now, Panamd attaches tremendous importance to the cammemoration
of its 50th anniversary. Later in November, the Queen of ILingland will
visit the Republic, That too has importance in local eyes. I deeply
hope that the negotiations on questions of major importance will not
emerge from the official cocoon of study and consideration until these
events have become a part of recorded history, Thereafter, I recom-
mend an adroit by-passing of the absolute nezative until we have
resolved the guestion of timing and technique; and perhaps an alternative
policy.

I do not think an alternative policy would satisfy President emén,
(I am pretty sure he knows what he wants and is determined to get it.)
However, it might save him face and could afford us the protection of
a bulwark of public opinion, something we do not as yet enjoy in Panamd,
Probably Panamanians are not apt to go far in "popular reactions" against
Santa Claus, even if he is moved by self-interest.,
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