ings
for prall patrol 1aun -
-Hﬁwt.ﬁnh gt RA wished at the n-u..wv.-n pos
to !.aﬁo.n.._i- rus-.--nnu pilson to notlfd the mnﬂpa_.u_ib
annwuvi.w- that this nﬁnﬂﬂunﬂu would ©° able YO purnish
two guell 1aunches end rﬂ%ﬁwﬂnﬂpﬂ rorty E.a..nenw_hb
gunée
Mre wileon said thet he would -oﬁu.ﬂpwﬁ the attl-
cudes of the gar snd Hevy a-ﬂnuﬁ-un- on this mattors
as woll as the yiews of vbo ni gher officiels of thid
u-vﬁ.ﬁlun.
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relations with the Arnulfo Arias Adninietration and

relations with the new Kicardo de la Guardia Oovernment

which came into power on October 9, 1941,

showed a delib-
lack nﬁ.unniu-nrunﬁﬂm of the spirit of the relation-
ship between Panama and the United States establlished by

the 1936 Treaty of Friendship und Cooperation,

erate

in accord-
&noce with which the two countries reiteruted their vital

interest in the protection of the Panama Cunsl. The
Arias group alleged that the United Stutes had never
properly "ocompensated® Panuma for the Canal. This led

to a position involving, in offeot, the contentlon that

the Ariuas Administration wus not bound by Statements or

Commi tments entered into by their prodecessors in offlce.

The present sasrgency wus usaed Ly the 4Ariss Administration




and implied that if this Oovernment did not treat the
Republic as it sbould, Penauma could eusily deal with
-Hnnlﬂ. power. Arias end some of his closest officlals
exhibited pro-totalitarian leanings and repeatedly
announced that the Government would take none other than
an attitude of -nrnun neutrulity with respect to the

present world orisis.
At its best, the administration in its relationship

with the United States udopted a policy of pin pricks,
and i1t became inoressingly evident that the uttitude of
the Arlas Government was one of ingratitude, coupled with
an augmented desire for further hopes and magnsnimous

compansations.

The Present ds_la CGusrdis Administration

In President de la Ouardia's message of November 1
to the Pansmanian people there was a welcome and encouraglng

indication thet the Uovernments of Panams snd the United
Statesa
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ment, 1f simllar action is taken in this country.

Othor warks of & cooperative attitude are: an
lmunnlhrn with the Compsfila do Fuerza ¥y Luz for lowering
electric light rates (the previous nnﬂulunnwtnpnu hud
uwnilaterally and arbitrarily attempted to enforce the
American-owned utilities coumpsny to reduce drastically
rates on eleotric, gas, and Ltelephone services); an
informal agreement, pending an exchange ol' notes, authori-
Bing the Public Rouds Administration to chunge the status
of the access road P-8 into what reully umounts to an
extension of the Trana-Isthaiun highway through lansmenian
territory to the Pacific coast} an inforasl statement of
willingness to turn over the responsibility for the com-
pletion of the Chorrera-Rio Hato highway to the FPublie
Roads Administration, dccepting thelr su;yestions for the
liquidation of present Punsmunisn firunclal interests in
the project; and' s voluntary statement that the policy

insugurated




of the sccepltance Ol IENURKILRIL pepus woee - oy
tender.

Puture Relations with the Present idministration

Ynile it is atill too esrly to determine accurately
the future of our relstlons with the de 1s Guurdia Admin=-
istration, 1t is, ut present, apperent thet there is every
good intention on the part of the President and hls
associntes for full cooperation with thls Governusnt
@uring the present emergency. No indlcutior. hus, aus yet,
been received as to the new Government's sttitude toward
the draft contract for Lthe lease of the Qefense sites,
snd on this Government's memorsndua of July 8, 1941 on
the twelve points which may bte termed itewms of compensa-
tion to Pupems. The Poreign Minister Lus given indloa-
tions that his attitude toward the pending negotiations

will be reasonable.
The greatest reason for this Jovernment's concern

over




would be
enhunoed by & Proxpt ...uu!uunnunn of the bending negotiutiong
on the defense sites ang the twelye boints This woulg
Dot only bring &bout mope Confidence in the ann_wugu-
between tne two Governmentg on the papt o the American
Press ung the Public in general, Lyt Would greatly inproye
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strong position and that 1t is wvulnorable on numérous
points, He feels that so long as the police force 1s
loyal, the present Government should be able Lo wmalntain
4tself in power.

President de la Ouardia 1s described as an honest,
straight-forward, hard-working man who desiros sincerely
to work for the well-being of his country. Some members
of his Cabinet, such as Dr. Octavio Ffbrega, Minister of
Foreign Affairs, Sr. Goytfa, Minister of Education, and
sr. Sosa, Minister of Finunce, appeur to be &ble and
honest men, considerably above the level of the usual
run of politicians holding office in Fanama.

The new Oovernment seems to have laid 1tself open to
attack on the grounds of nepotiem, and it is frequently
heard that Panema is now being governed by the de la Guardiaa
and the Pébregas. In reply to this many would say that

FPanama




Agriculture, reportedly unreliable, dishonest, anti-
American and closely connected with the guambling rackets,
has been named Supreme Chief of the National Hevolutlonary
Party in plece of Arnulfo Arias. The party is organized
along principles similar to those governing the Hazi
Party in Germeny. Many of the mon retained in the party
membership wore closely connected with Arnulfo Arias and
Ernesto Fdbrega in the gambling concessions, und, through
the new edministration, have loat revenues ranging from
§180 to $5,000 a month,

3. It 1s though that moat of the mombers of the
Hatlonal Assembly also shared the revenue from the gambling
rackets and are now obvliously discontent because of having
to lower their standard of living.

4. The present head of the police force, Colonel
Rogelio Féibrega is not considered & purticularly strong
figure, and was formerly looked upon as an Arnulfo Arias
"man”,

6. While
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azainst the Government, and even Join with Arnulfo Arias
to overthrow the presant administration.

T. Arnulfo Arius and his close essoclutes, auch as
Galileo, Solis, Enrique linares, et cetera, are in a
position today to control large auma of money in Panama
and thereby attempt & movement ajains the Government.

8. The maloontents aro seseking to muke en issue of
the 1941 Conatitution, claiming it is Jdictutorisl in
character and ought to be abolished, with a return to
the 1904 Constitution.
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s wws AAsip, § GUIGMGG SIU LG CENAL LON6. Pana-
manisn authorities have expressed concern over
the attitude of the Mexlican Minister and at
one time appeured desirous of declering him
.mwﬂw-ﬁoluwm non Emm. Ambassudor tilson thinks

s may not be done directly but that
the Panumanian Government may discreetly bring
about his withdrawal from Panama.

The attached memorandum on the dubious
attitude of Oeneral Breceda in relation to the
change of government in Panama tends to verify
reports that he may be an Axis agent.

It 18 of interest to note that Presldent
de la Guardial skepticel as to the willingness
or the ability of the Mexican Oovernment to
keep Arnulfo Arias from using the press and
the radlo, or from engaging in any politicsal
sctivities. It seems that Nr. /rlas snd
President Avila Comacho are personal friends.

RA:WISE:EJS




It may be that you have not yet seen all of the
attached correspondence with Panama on the question
under reference.

Telegram 278 of Ootober 29 to Panuma states in
part “"This Department and the War Department are grati-
fi0d to lesarn that the Government of Panama is preparsd
to intern Japanese as scon a8 similar action has been
taken by the United States.®

Telegram 279 of Novembor 2 to Panama states in part
"By instruction of the President you are authorised to
discuss an agreement with the Government of Panama in
behalf of this Government..... Such agreement may con-
tain the assurance of the Government of the United Stetes
that the expenses and coats involved will be currently
paid.”

~ Telegram 419 of November 7 from Fanams states that
the
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twettn tie Coste liican sna Colomblen bordere

Via the lecific Coust lacludiag mejor Llucenti.tionu - o7C riles
Vi. tae tlontlo Coust luviading o-jor ladeal tlone~ 420 wllews
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I gather that Nr, Bloom intends to bring the joint
resolution, ae passed by the 3enate, before Lhe Bouse s
goon a8 108alble by sevking "unanimous cossent', 1t may
be dLfficult to get a quorus. cverything wilch esan roasilly
bve done to larress uron Hr, =loom and hls colleagues toe
fmnortance of thls watter should be done., I would welpoae
guldanse and suggesticne, Should the ireslicdunt be usked
to use his influence? would it be vorthwille for me or
preferably for you or Mr, Lomg to tslk the sltuatlon over
with the Speaker?

Philip W, Bonsal
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Taere ur'e L.ote Wao Say 19'S. Driceio vy bu part
Chlnere, It 1o roported tunt s, Lnlcefio's ioboer
whd Gier stupfot.eXr esgicud for gome tise Lla LiiGu=
aulling tovelpneere in Jopun, The meb.er .uL wlso
bescn reportud to be on .xis Sgebt, Jpow Lio rsturn
Iroi Jupun, Ericefio wut appolntud . ucuber of tue
funsweaicn miszlon ot Hrvuwﬂ&ﬁau. W nosition e s
aeld on four differcit ooccsiong, serviug durlu,, tae
oEnYlle arlus cdmlalstrotion In t.e ¢..pacly, of

=Pe Driceflo wius sent wo gusala, ton Ly .rlus
sovoralng o reports Lo Zse: wi Oy 6 il BXe cbistogur
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he lict been EEHFWS& Ior G=2 wild tict au ls o vely
cloee frlend of tie Intelll_uage officurs,

On June 5, 1442, Brieceflo in partacrs.lp with one
Elguelo .mudo purciansed tac conel oie dheriie;, 3 of
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clme of tuws Coupr d'-tut 1R Jotober 1YL0, ta.tl Yhe .rlus
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During the w@uiy coululouces I cove hud wivs briceflo
1 hLuve LecTd no reuw.rLe walen led me to belleve that e
was otuer tanp frlendly ol pro=.mericen, I suaet wdralt At enr
toct I was surprised to leurn L.ot e LuG been employed
by G=2. I thine we shoula, ub tuls time, -k o tbal ol
wllvon for any edsitlon.l Inloris. tlon wilcir he wey .ve

concerning Bricefio.

RaiMdiise:iJI




ﬁnﬁﬂs oL =w
Hrﬂ jutis (R L

et aver 21 yeo’® of vyt
umﬂﬁwu:ma a__fa:ﬂ._.vu.:ﬁ

\ Wowah ov: T “

v, Ard ey a




Dr, Ricardo J, Alfaro, who has been President of

Panama and long and favorably known to the Department,

I would appreoiaste anything which can be done to
expedite the consideration of thege cuses and would also
like to be able to inform Dr, Alfaro of thelr status,
Dr, Alfaro says that he can vouch for these people as
being pro-Democratie and so forth,

Philip ¥, Boneal

Attachment!
1. Letter of st 22 from
Joseph D, Stier to Dr, Alfaro,
2, Letter of August 21 froam Luls
Morales Herrera to Dr, Alfaro.
3, Flimey of reply to Mr, Stier
from Dr, Alfaro,
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for the use of the Nutlonal Folloe. aAlthough sAmbassudor
Wilson polnted out the obvious objecticn to building up

too heavy armamente in the hands of the Panawanian police
force, he bellieved that as a wmatier of good policy 1t would
be advisable to comply to & reuscnable extent with Presgi-
dent de la Guardia's request. He sugpgested that we might
endeavor to cbialn for Pancma some 40 or 50 mwachine gunas.
General Andrews oconcurred in the Auwbassador's views. You
will recall that RA stated in various memorsnda that they
strongly relt that at lesst a token shlpument of machine
guns should be sent Lo Panuua at the earlliest possible date.

Upon taking thls matler up with the War Department,
we were informed that "in general no arus should be sup-
plied to Panuswa, and specifically that to furnish sub-
machine guns for use by the Pansuanlan Ratlonal Yolice
would be undesirable*. (3ee Colonel Barber's meworandum
of March 13, 1642). At a lialson comuittee meeting on
December 13, 1941, Mr. Welles had concurred in the Var
Department'a views) On August 3 Major Hero of the War
Depsrtment called to inquire whether this Department had
recelved further requests frow Panap: Tor arme and aumunl-
tlon and when I stated that 1 had see n> request of recent
date, he volunteered the inforuation thut the ur Depart-
ment would look with disfuvor upon the shinment of fire-
arms to the Panacsnlans.

IN
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the United Stites.

On 4 recent tour of lnapectisn througl: the interior
of Lhe hepuolle, Yresilent de la Guurtis mude hile Ciret
public utterunce of his inteati.n Lo reasln in orfice.

‘1 Puness-~méricy qurtes the Cnlef ‘recutlve sc having
suld: "1If the peopls of lPanams cdesire it, I ahull heed
thelr wishes ond realin as vhief of StU.ie until 1947
for the remalinder of the presidentinl verw, since the
will of the people, when Lt e freely ond frankly ex-
pregeed, phould be regected.” He 1u nlso cuoted aa have
ing et ted o € "My nolizy hig alveys been ne of na-
tlonal unlty. 7T may ary that =y tGovernuent hig no ene-
mies « If there are eny, they arve the Feoscoolon lasl
syupatnlzers, the eneales of Adsumoeracy. Politie2l in-
trigue in wy couniry cume Lo un end upon my as-usption
of the Exeautive i'over."

Our Lpbsaey continueas to recelve indletions that
Arnulfo ..ri.s has been sedilou-ly endeavoring to con-
vince Netlonzl Asgexblymen thut in January 1643, First,
Z“econd #nd fnird lesign tes should be electer nd thit
thereafter the Firet Decignile should spsutie the Presgl-
dengy. The Puncoe: Tunel hag heqrd of a politics! slun
inatlguted by Harmedi: ri.a © obtain the pup.crt of
Alfarista elewrnts by offering Un gupport Lr. ilenrdo J.
£1fero ug candidele for the rirct Deslgnste. Galfleo folils,
legul wentor of the Arins regine, auposedl. e sctively
eenleting Haricdio arl.s with the plen. he ubussy ferlea
thet the Haruodle hrles intriguee wil! Leer ¢ re w:tching.

(Sused cn deaputokes nos. 2483 and #454,voti of June £6,1947).
819.00/2291
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vomsanuer oI wne varipoean arera, stales, "we must understand
that the enemy expects us to smash this ring so-ner or lat:(r
and most likely hns preconcelved plans to pliuce another
echelon into operation. Our Intelligence agencies will leave
no stone unturned in ferret.ng out evidence of any such
aotlon. We will destroy the eneuy agencies before their
activities can be used to their further advantage."

Reoently I spoke to Mr. Toop and Mr. Alexander about
my concern over the number of Spanish citizena reguesting
visas for the Republic of Pansma., I have noted that wany
of these requests originated in the Dominican Hepublic.
Furthermore, I believe the Archbishop of Panama has been
making efforts to inorease the clergy there. Joue of the
recent applications for this wor: have been Spanish citizens.
Mr. alexander called this morning to s.ate his belief that
the "echelon" referred to by General Andrews is already at
work and 1s none other than the Falangistas. Attached la the
Embassy's despatch no. 2451 of June 23, 147 discussing the
actlvitlies of Manuel Onos de rlandolit. Clever as he 1s, he
way be the ringleader of a second spy element. If he 1a, he
covers his activitles so carefully th.«t it seems thut our
offlclals in Panamd lack conclusive supporting evidence to
prove it. ¥r. Mucclo feels thut 1t woild be unwige to ad-
vise Lhe Punamanian Government of our susplclone and thut
it would be inudvis:sble to think of asking that Government
to declare him pergona non grata untlil such a recuest can
be based on a aspecific incident.

I have every reason to believe that the Army Intelligence
Officers and our Fmbassy are more fully informed in these
matters than are we here in the Departoent, but it certainly
is out duty to be sn the lookout for "epecs" of information

coming
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Hinlster and our communications with the Hecretary of
War.

Colonel Yote informed me that all the oivilian
equipment requested lnoluding resplrators, anti-gae
masks, antigas gloves, anti-gus curtalne, eye shlelds,
eto., were shil:;j;ed frou the factory on :wu 186 wun reach-
ed the vort of departure on June lat. Allocatl:n for
the ebipping space vas made by General Andrews hlaself,
and the eguipment wius to have reuached its desfination
on June 7. 86,000 gus masks were iacluded as part of
the equlipment shipped und will be held in the Cansl Zcne
to be made available for the uee of the civilian posula-
tion in the cities of Penara and Colon, if ané when it
becomes appurent that there may be scrious threuts of
ges atBacks.

RAtK¥Wig01GH
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utmost ®o meet Fanamanian requirenents fop
export commodities. as you are well aw.re,
the difflcultica whion huve beaen exnerienced
with the BEW and the WPB in getiing agricul-

ncunwl-arpamuwan Panamx huve been largely
administrative.

The Depurtment Kave the Awbussador a
reasonable angwer oonoeraing sub-machine guns
4nd motor launches and recently succeeded in

anunnm 200Grevolvers of the Lyps ordered

Colts) and a commitment frog the Smith- !eason
people to supnly the remainder. The Department
spared no effort to ansver Panama's reauesgt

for




-

malillun Qraers “urgent" ana nug 1n BeVeral
cuses made unrraerved recomment! ticng for
prompt eand faverable nctlon, irrsspective

of tie vital iurortines of the anﬂﬁoupawwa.
Ihe best examplen of thle sre the Exbissy's
reconuwendations that orders for &n ornapen-
tul pari fountuin and #£0,000 worth of Qla-
mond rings be filled w=nd that the Departoent
use 1lg utmost influence with the eppropriate
agenoles.

It is pugwested that AE may wish to make
avallable to an appropriste officer in the
BEW a cogy of KEr. Gill's mecorandum (copny
attached), a caony of the Department's in-
etructicn no. 778 of May 13, 1942 to Punama
and a gony of the recent despatch from Panaua
on this subject ocslling purticular attention
to Iten 4.

It is
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r-u‘_l.‘. H.EH“ '] h “.‘.Tih- e
gd reason for urging the Har Heus ww -

expedite the yntrodustion of tne Joint leso-
jutions

y om informed LY the Legisletive Liatson
oprice of the 0 coﬂrﬂnﬂwﬂn that the dr 'Y
Jelnt Hegolution and the Hegsage O Joengreso
h.ve been ﬂﬁuununn ya final forw Lub «s yet
not uusu-ﬂﬂnn to the Buresu of the Budget,
ginoe at the laet minute 1% wa8 found neoss=
acry to prepare for the furesu o detailed
atulensnt of thé nw===nw¢p nn:mwnawenpoau
tnvolved; n: mely, tne value of the railrozd
1ote and the witel and mgﬂeﬂ:ﬁn.uuaﬂneu und
the unnual incope wnd expendlitnres which
“pwm ve curtailed as s rereuld of these LFuns:
ErE . ¥
1 sm sendin & cosy of the avtuanhed 'des-
pateh o the &T uuumunnu:n snd w111 fol ' ov
up with & telephone crll, ugedn atresbing Lhe

imoortence of gelting this metller pefure Con, 78«

mbnumtpmmunm '




cmeemnge ws BULEGE U0 WNe Twelve puinis and some in refer-
ring %0 the defens:.0ites agresement as a "treaty” or “pact®
etxBed that ratification by the -en.te of the United n.ates
viuld be necessary. Heaotlonsof Asmerlicun newsp:pers ware
ccngratulatory to both Governments and pleced ewrhuslas on
the fackt that the Funzuswn:an uovernment lon; ayo, rlor to
the forusl conclusion, agreed to the oesusatirn of the
sress by the armed forges of thias Uovernwent. ihe Pana-
maniun preds wun interested primarily in the benefite
galnad by Punsms, whille lMorth smerican pupers placed em-
phiale on the militury phases of the agreezent,

The offioclel Panamunian comouniqueé issued by the
President and signed by tho Forelpgn Minluter emphuzized
that the couree of the negotlatlins betweern the Lwo voune
tries hud Lsen mariked Dy a eplrit of frilandehly snd co=
operstlon, and that the sgreswent veuched wis ereellent
proof of the sscord which exlais belwesn Puncpu snd Lhe
United 5%atea 10 She present strugrle for the defon.e of
Lemoorrtcy. It atreaned the fuot that Lhe n.tionel govern=-
ment had in no way ocompromisud Pananu's sovereignty or
territorinl integrity and jolnted out Wit Panaws refused
to sovept the proposal of this Jovernment that the sites
be ceocupled uniil both Governmenis wore agreed thot the
gauses that motiviled the ocoupation had been rew:ved and
explained that the phrassolegy finully adopted wep thut
proposed by Fangma. In soversl instances thne st:tements
An the offiolal comizunigué iypeareéd to be addressed die
reotly tc op onents of Lhe de lz Uuardla reglws. Eaok

iten
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oF friendahip and sutusl respect. It peferred Go the ne=-
goklctlone sa “detulled snid winutely prealse®. L. 'alre la
dg Fannoa hailed the syreosent us ;rool th L vitil aroblcna
conoernlag Wha two gountrise could be putlafactorily solv-
ed in a splrit of harmony and aoopersti:n. 1t mptated that
Panansnian soverelynty h.d 1n ac uwsy Lesn Jaapardized and
that important aeplr tians on the part of Pinsws hud been
sompletely gatlerfled. It consldersd the defense slbes ke
greenment as proof of the new und graving spirit of Inter-
Amerlocn confldencs 2nd respect.

One mews myndicute in the YUnitad 5t.t.s f»lt Shut
Berlin wae probubly puzrled by the agreemsat which pere
Bitied uraed foraes of the United itiiva T: use Punsmanlen
territory anc stuted! *Unquestionsbly we hsve the military
strength to uvverwhels Panama and take tihe bisas by forae,
bulb we eigned a treaty with Panewa in 1928 whlelh rescves
that oouniry froa the puppst 2tute olusc. The iresty, a
pars of President Roosevel:i's Cood Helghuor Yolluy, re=
nounced our rlghts %o eend troons intv Psnsig. (vo koo
what liltler has done to slall .y trostlce with wenk nakiune
in the nawse of security.) Thic 16 s sound oxun . le of
hemisphare o B2F domin tisf.e...3it 15 an exsx;le
o our weuker n.tlung of the XAnd of trestuent they would
ARk get 1n un Axla domin:ted world."

One Berlin newspaper, by atstingy thot Frosident
flocaevelt had allowed the urued forces cf thias snuntery to
enter Panaus befors the notusl signing of the defense sites
agreemont, lmplled thuk the United it 'tus lLicd aguin in-

vaded ons of the other amerle.n republics. Ihe iiario de

Copty Higy
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This 18 a deeply disturbing report. The Ambassadop
is very much worried about enemy -n»nqununu. but feels
that the Americun intelligence Suthorities ipn Panana
are not mebting the 8ituation entirely uﬁnuu-nnnnqu.
Mr. wilson S8ya that "the inte

come 8xceedingly obscure, and

The mt&i-uu is worried;

because it believes 1n the existence of a
#-nuaufrunn-n enemy intells

8uthorities




wvwnv tae activities of supporters of Arnulfo
Arias, although 1t inclines to ugree with the Pres=-

ident of Panuma that the present government has
natiers well in hand

ruu:uuauu-mnann broubht in from Martinique
under diplomatic seul;

ebout race=-propaganda 8umong negroes
and ﬁl:nnuﬁh%"”uruo=u- ﬁnm"mwnu-mnauun is in po-
8sesslon.of strong evidence that this particulsrly

dangerous kind of ropagenda is spread throughout
the Caribdean -un-wm

about other clandestd

ne radio operations in
Panama ( toring e
¥ere bro 0 the Cana' abou mu. H
noraover v h8ve just begun to cet to work,
having -mu had the measles;

dnnununuwﬂauuaqi- the enemy has left be-
hind negro agents;

8bove all, because of what 1t takes to be
unwarranted complacency in the face of an ent!rely
dengerous situation (1f such complacency does, in
fact, exist, it 1a anﬁunaoﬂnnunﬂud-nnnﬂ.
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Sonsiderable dlscro.ancy exiut: between
£l ures of ranceun.an and Arwy Coumie.l.ona.
ApLeacador ¥ilgon would al'ow se nuch zo

. 184 for error.

Evalustionat Vilue of &l! lands plaoed ad $&0 downward by
arcy survey in e rly 1941 and 219,661 wun entls ted
as llberul coZpensuitl a for all :mrus. incluilag o
Hato. Under present Hi: Hale ccntr ot (signed bee
tvesn Arwy ond o Mp. flepuluff in Janu ry, 1938)
sray h.e pald 824200 (31 eents per :annnﬁ-_ annuil

. rental =ith wn op2ticn Lo purchuse a4t Y18 jper heoture.

anama

will acoept-~-annu«l rentsl of £1.00 for gll sub'le lunds.

pro;oscg-~~annuxl rentul of $100 p-r hectare for privile
lunde.

willlng===to treat Hic H.to on separuie rental basls.

proposes==-annual reatsl fee for Ri: Hato bDe estab-
liehed by t.vo exuerts, cone as:ointed by
esoh Uovernmsnt; 1n osss of dlsagreement
finsl deciuion in bkanda of arbitrctoer.

prorcses=--annusl rental for i tato to be Lald s
frou Junusry 1, 1035, ceducting sums which
have been oslid unauxlly Lo ouher.

Ambascador Wilson suggoatst th.t Ue; rtaent pro.ove fixed
sum of 300,000 or #400,00C annusl rentel for sll the
privite lanés lacluding Rlo Hato (leuving Pantwu to ¥

soete of expropri:tl.n, lndemnitles fur lmursvemente -t
ostora).




Financial beneflts to be recelved by Fanam. uniar ‘w-lve Polnt
agraement

Highway 43 (12 mlles of macadam, 10 fi. - 14¢) 4

Fxtenelsn of Truns-Tsthalan Highway (1-9) #3, 000,000

Hoad Xaintenunce--"o0s% constructlis=n :nd one
third snnuxl total maintenance 1¢0,0°0

Rio Hato -nnr:nu 2,800,000
Rallroxd Lots (mmnus) rental revanuesd3?0,002) 8,000,000

Water and Bewerage System 2,708,000
(spprorlmate originnl velue)

Totul Henofita eomewhorr betwsen §17,000,000
and 320,000,000,

RA; MMW: GH




AVALLBwa~-
was being sonfirmed yn writing 1a nes
thie confirmation peachesd Mr. Exton, jmpussedor Wileon
will be advised 4in ordser thut he oun yafors the
Panamanian officials of what the War ﬂcﬁmﬁaﬂuaa hsg
been 1.-3.- to do ad reapects thelr requeste

RA1¥isel GH




f&men i0av ner offiolal position when her brother,

Arnulfo Arine, wes deposed ae Fresident of Fanard.

Informants heave learned thut ghe 1g now liwv:

£ :m
in an spsrtaent at 530 Papy Avenue, Hew York Jity,

whers she intends to offer private Spanieh lessons.

Inforwants say she is now without funda and without

her officiul stitus s regarded as not being
sularly capabls of dolng anything eg

parti-

peclally detri-

mental to the beat Interest of the United Jlatesn,

evon though she might possess anti-American or pro-
German sentiments.

ANV se




Artiocle 1l OF TNO IFBBVY Vi 10uUv 4w weew o=, ——-

sites arrangement, I understund that 1t 1s our contention

that under that Article we gcan gontinue to ocoupy defenae
sites even though the "international conflagr tion" or the
"exietence of any threst of eggression® mentioned in Article X
of the Treaty does not exist.

I sn sympathetic with the politiocsal plight of the current
Panssanien Adminigtration, It finds iteelf unable to yleld
on a poiat of which Arnulfo Arims made such an issus, On the
other hand, we are being asked under the Twelve Polnts to
¢ive up permanently to Fanama a number of items and, therefore,
to weaken permanently our bargainiag power without obtuining
& definitive understanding on the praper interpretation of
Artiole II, %o whioh I believe both the Department and the
War Departaent rightly attach great importance,

The current Pansmanlan proposal sov-ring thle point 1s
as followst

*The
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sites mentioned herein,*

The u...u-l-n_.-.w note preaenting this formuls etates
that it 18 "iwpossible for the Jovornment of Panuma to aoccept
eny Article whioh, in referring to the period of ogcupansy
of the lande destined to defense -n.u- permite or even leaves
in doubt the faot that those lands oan remain occcupled for
an indefinite period even after the present war euergency nas
censed to exlet, ,... This 1s such a vital peint ,., that
the formula ,.. whioh my Government now proposes represents
the maximum of our oonceasions ae far aRs the duration of
the sald oocupangy is concerned and 1s, thersfore, our
non.-__..,_.«»__qa proposal,”

The queation which now arises ie thist Would we be
Justified in turning over permanently to Panama the railroad

lote




I bellieve that 1% would be desirable for you to jlve
MNr, Daniels, Nr. Wise and myself an opportunity of talking
this matter over with you, A possibllity whioh sugxests
iteelf i1e to acoept the Fanamanlan propogal without any wen=
tion whatever of Artioclea II or X of the Treaty and in return
to give Panama for the duration of thie emergenoy the returns
from the lots., In addition, I think we might go ahead
with the two and one-half million dollars on the Rio Hato
Highway, W¥ith regard to the water works, I would be willing
to endorse a reduction in water rates corresponding to a
recognition that amortization of the installations had besen
completed but the question of turning the properties over to
Panama oould be postponed, In tihls way and in view of the
epparent lmpossibility of a definitive settlement of this
whole question along lines favored by us, we would retain
title both to the railroad lote and to the water workd, to be
used in working out the finsl definitive agreement, Furthermore

the
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Wi ACLAULE L4 Tesd a6 Tollows!

"The Republic of Panamd gronts to the United
St:utes the temooruary use for defensec purposee of
the lando referred to in the Memor-.ndum attached
to this Agreement cnd forming &n integr:.1 psrt
thereof. These lznds ah:1l be evacuated and the
use thereof by the United 3t.tee of America shall
¢e..se one year ~fter the dute on which the treaty
of peace whlch brings sbout the ceasatiosn of the
present wur shall have entered into ef-cet. If
within that period the two Governments belleve
that, 1in spite of the cessatlion of hostilitiea,

& 8lale of emergency céntlnues to oxist whioh
wakes vitally neceasvary the continuaticn of any
of the sald defense bages or areas, the two (Gove
ernmente shall agaln enter into mutuasl consulta-
tion and shall conclude the new agreezent which
the circumatinces r: ulre.

“The nutionsl suthoritince of the Hepublle or
Panemd ehall have nccess ot all times to the de
fense sites mentioned herein.®
The Pansmunien note presenting this formulsa ptates
that 1t is “impossible for the Government of Pantma to
accept any Article which, in referring to the period of

occupancy




GuUNLESIDW Sl AU, wierciore, cur gerinitive propcgal.”
In efreot this proj;osal means that the right to
occupy permanently ufter the present emergency any of the
defense sites 1s contingent on the acqulescence of the

Panscanian Oovernment. The Department's proposals to
date have provided for the evacustln of the defense
aresas as soon as both governments agree that conditions
no longer warrant thelr ocontinued 'use; i.e. permanent
occupation was to be contingent upon the deslres and

needsof this Government.

The question now arises ae to whether it 1s advis-
able to turn over permanently to Panama the rallroazd lots
and the water and sewer.ge sy:temo, vhen ot Lhe some tige
this Government would receive the right to oocupy the
defense sltes only on a teaporury baelg, in other words,
if Panama proposes to conclude a contract for the tempo-
rary lease of tho defense sites (ussuming th t the cues-
tion of the annual rental csn be worked out sutlicfuctorily)

ghould




dicutlon that the Administration hae relingulczhed or

intends to relincuish indefinitely any of the BovVerelgn
rights of Panand.

RAtVWige:GH




and the liguidction of the Rlo Huto Highway oredll sno
have no agreement for the delfense sites, than to ap TOvVe
the Department's revised draft agreement contalning

Artiole I in its present form.
The portion of Abticle I to which ir. Fibrega

obJjects 1s that whioh reads?

“fhese lands shell ba evocucted by the United
States and ehall revert to Panama as 80ON A8
wonu governments nmqna that oonditlions no

onger warrant thelr continued use”.

Dr. Fébrega stzted that this phraseology is totally
unacceptable, He states thet it 1s absolutely easentlal
thot there be some exact definlitlion in the agreement
when the:e lands wil! revert to Panamu and that the
arrangement cannot be left on the basls of & Vaigue
forpula. He went eo far as to sey that he himeelf
would never gign an egreement which contained the

phraseology




tion of the sov:relignly and 1N0ADBAABAUE Ui & ww=ss
Latin Amerioan Republic.

tvmu respeot to our rerly on the question of
rental for the defensce sites the Porelgn Minlater

ssld that he was deenly &lsspuointed and felt that

his Government waé msking a slncere effort to reach

a reasonable agreement b, reducing the rental rice
from 4000 per hectars asked by the irias administra-
tion to $100. MHe expluined that the present adminis-

tration is under attaok by 1is political opponenta

for "giving the country away to the United :itates for

nothing."
The Panamanien Covernment has smended its prozossl

of February 8 regarding modlfic tlon of «rtiole I DY

suppresaing the word “reserve® s0 that the  roposnl now

reads thnt the lands wil! be evacu ted end revert to
Pununa




vhe lande "be evacu.ted by the United Jtutes snd re-
vert to Panama s soon as the conditlions which ore:ted
tie =-Lr-annu for their use have cessed to exist'.
This sugzestlion is lecs rigld than the Panamunian »ro=-
posul but even here 1T 1s obvious that both Govern=-
ments would in faol have to sgree that the conditlons
had ceased to exist. It 1s ‘robable thal Panuma

would refuse thls foruula.

Apbassador Wilson reiterates his feeling that
we should pay $100 per hectare as anauxl rentul for
the privately owned lunds and that we yay 31 s snausl

rental for all the public lunds.
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