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i 2
. Ibhaw honor to submit, in complionce with the Dopartasut's

Noe I of Jamuary 31, the following disouecion and amlifi-

of the recomucndationn sot forth in the Lmbossy's telogron

i 61 of Fobwuory 1, 19L9. Referonce is mads also to the Department's
‘sdroular alvgron of 29, 19L8 8:05 a.m. regarding information
spaswree ohroad dosignad to influcnog attitudet to achicwe objcotivee
and ocuntsr onti-United Statce propagands, to the Dspartasnt's
siroulor instructions of Movesmber 3 and 4, 19LU on relatcd subjcets,
and to my deapotoh No. 30 of today's date on "Dofense Sitcc.” The
purpose of this roport is to projoes a constructive progrma desipned
to clear up owrrsnt misunderstandings, dispoes of panding protlsms,
and effcot on Amprovesment in the prescat unsatisfactory relaticus
betsucn the Unitsd States and Ponond,

i T™he moed for sombating anti-Amerisan influcnocs in Panmad is
aouts because of tha suwosse of pubwvarsive ¢lements in ochicving a

- position of roal power and booduze of the vital pelitical and

ptrateyio intorcets of the Unitsd Statge in thic country. The dis-
opproval of the prosooed Defense Sitsc Agreoment in Docgalicr 1947

was effzoted by o cosbination of local and foreign political factors,
but it ic doubtad whethsr the defcat of Amcrican intcrcrte would

bave been £0 doodsive without leny preparation through (1) the ine
f1ltration of fmtcllgctunl oirelse (espooinlly the iatisncl Univercity)
@nd lobor organisations by Communisteinflucnccd cubwereive clsmonts,
and (2) the davelopment of on oggressive, nationalistio pullosophy

. nder the leadopship of Dr. Kicardo J, ALFARO, based ea unilateral
interpretations of treaty provicions and o poltoy of deliberate

encrocchment on tho righte grantsd to the Unitod Statcc by existing
troatics, The political cncmice of the United States, particularly

the Cowmmigts, now organiscd oe the “lurtido dal -usble,® qulckly

adoptcd the progeem of proteoting ths territory and soversi nty of

the fatherland ae & popular meanc of aecwalng lsaders:i) tnld preventing
normally relations with the tnited Statec. The rocult buc boco

8 pousra who coniider that the eriginal relationsniy with the nitsd
States wio diegrocpful, that Panssanian intercste were bitroyed, th.t

. the United Stotee
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1. Panama M

With respect to Panama, it is recommended that the
Becretary state ON THE RECORDs

"] fully endorse the statements made Dy Assistant
Secretary Miller in his press conferences of Tuesday

" apd Priday of last week regarding the deplorable

disruption during the past ten days of conatitutional
and demoocratic processes of government in Panama.

"Phis Government does not have diplomatic relations
with the régime of Arnulfo Arias. Views will be
exchanged with the other Americen republics regarding
the situation in Panama., These exchanges will commence
when political developments in Papama are more fully
clarified.” End of ON THE RECORD.

CONFIDENTIAL BACKGROUND FOR THE SECRETARY

The past ten days in Panama have witnessed the
forcible ouster of President Chanis by the National
Police, a five-day rule by Vice President Chiari, and
the ultimate delivery of the presidential office to
Arnulfo Aries. This sequence of events resulted from
an attempt by President Chanis, at the ipnstigation ¢
Harmodio Arias,. rominent pc cian and cattle ra

o-break UP an_11lvgal s.
Colonel Remén,

hie uhu,.-

Arnulfo Arias' position appears to be increasingly
secure, He hss obtained a recount in his favor by the
National Electoral Jury of the votes im the 1948 presi-
dential election and on this ground bases the consti-
tutionality of his claim to power. He has been sworn in
before the National Assembly and has appointed a

coalition
CONFIDENT IAL




appears inevitable. Ambassador Lavie L T R p—
is possivle but not probable.

2. Colomb fuatd

If the Secretary should be asked regarding the
Presidential eleotion in Colombia last Sunday, he might
state ON THE RECORD as followat

®Aogording to information reaching the Department,
the Presidential election took place in Colombia last
Sunday with adherents of the Liberal mranwr-u-uuun away
from the polls, as planned. Apparently the day passed
without serious indident."

If the Secretary is asked whether he conaiders the
elsotions to have been fair and democratioc, it is
suggested that he make no comment.

.. .r..1_,._..-.1_. .wl‘...ﬂ..]-.l.—..l___..l.ﬁ.ﬂ..luns uuﬂ."u.u.__-
D 8 i-a....;..‘!.lnilfa .

CONFIDENTIAL BACKGROUND FOR THE SECRETARY

Btimmlated by and under the cover of high political
feelings, Colombia was engulfed in a wave of violenocs
starting early in September. The press of both major
political parties exaggerated the situation for partisen
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issus.

In case of very serious emergency, has
arranged for internatiomal flighta to 1 at Albrook;
up to now they are still using Tocumen, There are no
reports of damsge to U,8. property. W.S. citizens at
Hotel El Psnams reported to be much concerned. They
have been visited by Embaasy officers and Folice and
promised full -_nnn-uni-

Last night the Guard was removed from the U.3,
Exbassy, but Eemfn has promised to restore the Guard.

The Foreign Minister spoke to Wise before luneh.
He said there would be an immediate Cabinet meeting to
determine upon the election of a new Assembly and a
pleblascite to determime which Constitution the peaple
wanted. Tentative sechedule is for both in August. The
President says he wants to do what the people desire
and determine acoordimg to the plebiacite.

Mr. Wise said that the tempo of rioting ia increas-
"ﬂ.ﬂi it¥s probeblg that at the proper tims time they

move against the Presidencla. If successful, the
opposition will put up Arosemena to replace Arnulfo.

The Foreign Minister asked un_.unnhww«-un specifically,
as 4id a personal representative of the President a few
minutes ago, if General Morris could appeal to Remén to
restore order. Mr, Wise informed him that this would

be improper, and that our position is completely neutral
in this matter, He them asked if the Diplomatic Corps
ocould intervene and appeal to Hemfn., Wise has not spoken
to the Dgam of the Corps, and states he will take no
actien unless he is so directed by the Dgpartment., I

CONFIIRNTIAL asked



over “‘E PAOPLE WLSm e w—-—

Government. Ths CGovernor replied in the negative. 11
the situation worsens, trains will not enter Panama
City but will stop {n Balboa. There have been threatsa
already &o pull up the rails and desatroy locomotives 1f
they coms im.

¥r. Wise sald that he pelieves the situstion will
got more serious and that & declasion will be forced
this afterncon. The Foreign Minister, however, spoke
with oconfidence about the plebisoite inm August,

I then told Mr. Wise that the Foreignm Minister had
endeavored to contact Mr, Miller. MNr. Miller, I said,
was upavailable. I asked Mr. Wise to call the Foreign
Minister and tell him this, and say that the Department
would be glad to recelve any communications through
Mr, Wise or through the Panamanian Embassy in Weshington.
1 emphasised to Mr, Wise that this gltuation would
prevail. He expressed full agreement and sald he would

L L] I‘.I.'."-'.".'.

Subsequently, President Arias endeavored to econtact
Mr, Miller and Ambassador Hufer by Belephone. At Mr.
Miller's suggestiom, I called Mr. Wise and told him
to inform the President that Mr. Miller and Mr. Nufer
were unavailable, and that we would be pleased to receive
any commaications through our Embassy in Panama or the
Panamenian Embassy here.

; e
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doubtedly, the only thing which elunes nss:=— -
to ask would be assi Ach would have to Lo
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H.ﬂ:ﬁw.laur hope that while you are in Panami we
shall all be able to sit down together and go over the
basic problems of the Republic in erder to determine what
if any modifications or vations there should be

in our basie m”p»nw for this country. As you know, I

am under the influence only of first impressions. They
are, however, very vivid.

Panam in relation to its population is large and
is not without natural resources. There is adequate
soil and water fer agriculture, yet Panami is far from
self-sufficient in badc foodstuffs. Much of the land
is badly or inadequately exploited or not exploited at
all. In the countryside there is at poverty. And
throughout the Republic there is the great distinction
between the rich, few in numbers, and the poor who
are many.

The major urban centers of Panama n»nm and Colon
have developed very well under American stimuli. In-
deed, Panama City, for this area, has wnﬂnnupm become
a somewhat resplendent Capital, But the coun side
has not kept pace with this development. This leaves,
of course, a marked disequilibrium in the economic
structure, with naturally repersussions on the political
1ife of the nation. .

There is, as you know, excessive Panamanian de-
pendence on umo Canal Zone. As activities in the Zone
pick up so does the economic life of Panamf; as

/activities

The Homerable
Edward G, Miller, Jr.

Asst m-nu'm-uw of State
‘Department of State’

Washington, D.8,

ELERIE vl




ey wa wMT wHEDAl
-y e+ vi vur planning, both short and long term,
urn:mn have the economic problem well in mind. In
Panama City and Colon unemployment has increased, accord-
ing to local statistics, from 5,000 to 10,000 and finally
to 15,000; all in three years, This trend is not good.

Conditions in the country are very unsatisfactory
except for the favored few; and these are very few in-
deed. That the normal magnetic attraction of the urban
centers should be considerably accellerated by this is,
of course, not surprising.

Our Point IV program is excellent and indispens-
able, It is, however, small and its benefits will not
be felt for quite some time, I think we should cone-
slder other initiatives and if posaible devise pro=-
Jects with greater scope and a more” immediate appeal
to Panamanien imagination and aspirations, That this
would be desirable is, I think emphasized by the fact
that there is nothing in 4mn:.m-u- that wHQIWunn any
really effective remedy or alleviation of the situation
in the foreseeable future. Certainly, the Free Zone
at Colon will for a long time to come give at best
nothing more than a mild shot in the arm,

Since our interest in Panamé is unique, and since
the Canal converts Panamé into a show case for the
United States in Latin America, I feel convinced that
wg should leave nothing within reason undone to assist
this country out of its economic and political weaknesses.
I do not have in mind any eleemos program but I do
feel that there is a great deal that can be done here
within the framework of a purely practical approach, .

/To anything
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there are in Panamd the traditional vested interests,
presumably quite as selfish and quite as short-sighted
as such interests generally are. Many of the business
community are dedicated to the maintenance of things
as they are, The land-owners for the most part are
entirely satisfied with their backward economy. Then
the masa of the uawzunnunﬂ lack most of the qualities
necessary for the building of a sound national structure.
United Fruit, I am told, is obliged to import large
numbers of farm labor from Central America to wer
their holdings in Panamfi, Attempts to recruit from
the unemployed in Panamf have been fruitless. Convoys
of workers locally engaged arrived, viewed the scene
and returned promptly to their urban unemployment.

. Communists and radical influences are active and
well organiged. The effectiveness of their efforts
will certainly increase and be much favored by a
continuation of existing trends.

Apparently at present some 30 percent of the popu-
lation of Panama City and Colon is empleyed in the Zone
and somewhere between 8 and 12 percent of the mawrwnn»oa
is employed either by the National or the two icipal
CGovernments. This demonstrates sharply the great de=-
pendence of the two economic centers of the count
on the Canal Zone and governmental payrolls. How
change the unwholesome course of things in Panamé is
a question for which I as yet have no answel save
that the matter should be studied without delay with

prompt measures in view. As a preliminary step I
\rnun1qu
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Thers was immediate marching and counter-marching
and the consensus was that Henrique Obarrio, the Comptroller
General,would receive the nomination, Now, however,
Obarrio's chances seem pretty slim,

hs - The political situation as I see it is about as
follows: a weak and ineffectual government is confronted
. by an equally weak and ineffectual opposition, The

. struggle between them is intense and bitter, This picture
is strangely lighted by the paradox that there are no
issues, The mnnmwwu dominant factor in the political

turmoil is to gain office for the satisfaction of personal -
ambitions,

The constantly changing political scene revolves

o ..rnwmwnumnmwwnwwwﬁ“ w:wm:ﬁwunuccunoamnm:#ﬁmptnﬂmp:.
. . Colonel " Chi®™ Rémon,

Colonel Rémon's position is extrenely strong and,
within the orbit of his operations, he is aluwost all-
mu:aunﬂpa He dominates the police furce and, by constantly

ing small things for many wanwwm. he is not swwra:ﬂ sSome
personal following. However, his position is secure only
so long as he exercises effective control over the police
and so long as there is not a Fresident hostile to mpsa

. - /According
The Honorable
‘Edward G, Miller, Jr.,
Assistant Secretary of State,
Washington, D, C,
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1t he had to match his strength against such a Fresident,
the repercussions would be damaging even if he won the
contest, His position certainly would not be strengthened,
His real desire probably is to have someone else elected
President who could be counted upon not to interfere with

his imperium in imperio.

. His brother-in-law, Obarrio, would seem to be an
ideal choice from his point of view., Obarrio has a good
reputation for integrity and, in the present economic crisis,
he would enjoy prestige as an economist and successful
w¢u»=muuannm well-liked abroad, particularly in the United
tates,

However, the group around the President responsible
for the m&uwmnunﬂ_u nwwawp for a single national candidate,
did not have Obarrio mind. The Arosemena candidate,
in fact, was no less a person than Ricardo J. Alfaro,

nﬂu&nﬂnﬂmﬂawdnuqﬁrnnanumutﬁu-nmawwwmmuu:.
Chiari, and Navarro are the principal party candidates.
Chiari, whose political position in the country 1is to

some extent inherited, is not a particularly strong candi-
date, As a person, he is supposed to be on the weak side.
However, in an honest election he probably would be elected.
Navarro does not have the votes to be a serious contender,
But, Rémon, under present conditions, has the police, and
the police would have the ballot boxes, Presumably, Kémon
would be elected, However, as President, he would encounter
a very strong opposition. This is not without threatening
significance in a country which 1is notorious for its
political turbulence,

/The wsuﬂuuoroﬂ
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