As for Ricardo J.: the consensus in the American
community in the Republic is that Alfaro would be a
calamity as President. I do not have to tell you what the
sentiment in the Canal Zone would be, With regard to
Colonel Rémon, attention is drawn to the fact that he is
surrounded by unmitigated scoundrels. In this connection,
reference is made in particular to "Bebe" Jiminez and
"Teme™ Diaz.

maaaﬂswsmmpw.wmmnoﬂnupnﬂmubbppmsuz.Hw.ﬂo:mdmu'
he became muﬁmwmmﬂﬂ. he would doubtless play the game with
both the Armed Forces and the Civil Government of the Canal
Zone, but he and his associates would undoubtedly set about
Emunmpumuww to loot this bankrupt country, The end result
would be, of course, that the frail, soiled fabric of the
economy of the nation would be nmuﬂmwp tettered and that
political stability in the country could rely on strong-arm
measures only. Qulet and peace would not descend upon the
Republic,

- While I do not think that Obarrio, as President, would
introduce either the Augustinian Era, or the Golden Age
rm wu certainly, at the moment, by far the least ouumnnmaﬂmﬁwm
chnolce,

The imperatively pressing needs of Panama scream for
economic reform, Of such reforms, there is, as yet, not
even the faintest whisper., In the long run, this affords
perfect incubation for subversive penetration,

Best regards, ,
Yours sincerely,
~—T
ohn C, Wiley,

cc: Ernest V, Siracusa, Esquire,
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The political situation remains unchanged; there
has been as yet no mnnuusmmmmm. and Colonel Remon, the
outstanding candidate, remains under the tyranny of
rapidly approaching dates.

He is to be nominated by the bloc of parties
supporting him in a joint convention which is to be
held toward the end of this month. His problem is
that by law he is obliged, six months wu or to the
elections, namely, on November 11, 1951, to relinquish

any public office con mando y d o

. Colonel Remon is a tower of strength so long as
the police are behind him; without this, he could be
a Samson shorn of his locks, Therefore, the scheming
on the part of his opponents is effectively to divorce
him from the police,

Recently, Colonel Remon was slated to head a Pana-
manian mission to Venezuela to mbmunmmm»buwhnu the
statue of Bolivar, the gift of Venezuela, As late as
October 6, the Panamanian Ambassador in Caracas publicly
announced that Colonel Remon would arrive. Now, however,
Colonel Remon is scheduled to -wmnr in Chilibre at a

18

muwﬁnpnnp gathering on October 0, presumably,
lonel Remon will not, after all, head the delegation,

/According to

The Honorable
Edward G, Miller, Jr.,
Assistant Secretary of State,
‘."gg ] ul o [ ]
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' rights, Remon W

ent agrees to 10T UL® wwm—--
for acting on his resignation. aturally, the successor

The fly in the ointment, however, 418 that if the
President lﬂnuﬁuuw-ﬂ which {s within his constitutienal
d have his bluff called. In ether words,
Remon would be obliged to continue as Chief of Police, which
uﬂﬂHMIJnnw him constitutionally ineligible to run for
flLdent .

Or, on the other hand, if Remon were to resign without
the President committing bimself, Remon might have to pursue
his candidacy with only dubious support, if any, from the
National Pelice. Curiously enough, he might succeed in
this if he makes a deal with Apnu1bo Arias. The latter's
strength bhas reached a point where *n is the consensus that
none of the three candidates can be -elected, if the votes

slection.

Since Remon and Arpulfo do not trust each other, there
is a bitter seesaw going on new to decide which one will
trust the other first. Very reliable information has it
that Aroulfo is insisting on amnesty as & condition pre-
cedent to his -smwwn« to Remon. Apparently,

the National Assembly i8 such
that an amnesty law could be enacted, Remon however, is
Gomsnding that Arpulfe until after the elections confide
in his promise that, once in the Presidential Palace, he

/would




ousting Remon from the Presidency, thus depriving him
at one stroke of both power and autherity.

There are a lot of very interesting by-plays and
end runs, The element of the Diplomatic Corps
is now involved in the domestic political scene up te
its eyebrows. A few nights ago, the Diplomatic Corps
ve a dinner in honer of the President, The Chilean
assador, Manuel Hidalge Plaza, took the President
side and shot the works the cause of Chiari, Remon's
W"wunnupw rival (Remon, who was present, was naturally
ious). The Venezuelan Ambassador, Enrique Castre
Gomez, and the Peruvian Ambassador, Dr. Emilio Ortis
de Zevallos, likewise intervened for Chiari. The Mexican
Ambassader, Eduarde Merrillo Safa, spent the -i-uw"w
actively wor for Remon. Where the Argentine assador |
stands is not clear, Hewever, he is active, s0 | . |
presumably he is buay., All that I have been able to & %
observe is that a radio program subsidiszed by the [ A~ 0
Argentine Embassy, while lauding Peron, laments that -
Panama lasks a Peren. \
Curiously encugh, the most active diplomatic inter-
vention is on the of the Guatemalan th-nnu.. Osgar
Benetiz Bone, who 1s about as slimy a gasteropoed as one
can find in the spermy trepics.

Of course, Arevale om his two visits to Panama, has
besn n-uwm swan dives into Panamanian politics., Bone
acts as his chief of staff. Arevalo has used Bone teo
pay money to the pro-Guatemalan group. This group in-
e¢ludes Bersmdes, the Minister of Education, generally
regarded as a Communist, Ordofiezs, the Minister of Govern-
ment and Justice, and Mendes Pereira, the Rector of the
University, with the very active support of Jerge Illueca,
& young n!a.m_- who may grow in scap box stature and
is now the head of the m-n_.hpv%ab. Navarro, the
Minister of Public Werks, who is runn a poor third
among the three candidates for the Presidemncy, is also
reported to be involved with Bone. Bone's very active
supporter is Eduardo Ritter Aislan of the Presidencia,

/who has




path as Guatemala.

There is on sale in Panama, "The Tropical Cookbook™.
It eontains a recipe for pre and cooking the quetsal.
miaw-wn we ought to hawe recourse to this recipe. At this
moment, it might be a dainty dish.

Remon, of course, could be counted upon for a fair
ameunt of collaboration if he were President. I am sure
-he would want his relations with the Armed Forces to be
always of the best. Though he is conspicueusly allergic
to -wurnp-nPHWMW|. he has, after all, a certain talent
for the impos and enforcing of discipline; something
which, of course, leads his enemies to foresee that his
regime, if it -ﬁmuu-n. would inevitably take en the
aspects of a “police state®,

The situation seems to be a weird blend of the fifth
act of a Greek tragedy and a tinpet Central American comedy.
It is a tempest in a vacuum, :




H&ﬁﬁpnwwwmﬂan:awnmwncﬂmﬂﬂm:ﬂunn wﬂ
to despatch 452 of December 27, 1951 ﬂmwgﬂ.:m. ﬁ_bi..ﬁr e
on Communist influences in the politica

scene in Panama, I am really very worried s MULD,
by the situation. Communist activities are e
being directed and carried out with great

skill and adroitness., The vulnerabilities,

and they are many, of the country are being
exploited in a masterful manner.

The elections come on the 1llth of May.
‘I think we must be on the gui vive for the
- next few months,

' Yours sincere

i
o

.ll.lllll.ll.
John C,. Wiley.

The Honorable
Edward G, Miller, Jr.,
Assistant Secretary of State,

Washington, D. C.
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his antecedents are more colorful than reassuring, and he is being

*  exposed to influences that are, of course, notoriously bad, The
combination of Alemfn, Temistocles Diaz, "Bebe" Jimenes, Quizado, &lu.,
etec., is an i1l wind that blows no one good. but after considerable
thought, I am not too pessiwistic, provided that to our liopes for
the future we can add a large measure of paticuce.

The crowd around Remén has obviously influenced him into the
belief that he can outsmart everybody everyuhere all the time. This
has been brought into relief by the big gesture of the eccentric
oppositionist Deputy, Homero Velascos, in proposing his resclution

_ having to do with the Canal Zone, It was very probably inspired by
' Remén and, in any event, it has had the enthusiastic approval of the

L Remonist majority in the National Assebly.

Also, the recent sudden and hurried move by the Supreme Court
against the Fuerza y Luz was likewise doubtless pushed through at
the instigation of Col, Remén as well, On the subject of Fuerza y
Luz, as things now stand, the outlook for the Company is very bleak,
Unless we can readjust the status of Fuerza y Luz, we are in for an
endless series of headaches. I do not think that the financial
aspect of such an operation would be easy, but at the same time, I
do not believe the problem is insolubls,

s SR S
Q.h_ “__.ﬂ? %ﬁ; recent effort to put the Union Oil Company on the hook is
(h anothe “shoddy and fransparent maneuver. - Then, Gf course, the
outlook for effective intervention by the IBRD has been considerably
Q ,?;\ \E while Point Four activities will certainly require read justument.
.q_“ We shall have to chart a course, combining a certain amount of
conciliation with a great deal of firmness., This will require
: careful consideration. :
s 3R . : \
ARl i .
' . . The Homorsble
e Edard G, Miller, Jr.,
.1? 2 i bﬂﬂ&.ﬂ.ﬂﬂbﬁ_ ﬂﬂ.ﬂu.ﬂ.n.ﬂ.q of mﬂﬂ_.—.‘ﬂ..- Ly [t T
i Department of State,
; ! - Ewﬁ—'ﬂm.ﬂgu D. C.
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contract of 1917 and decisions of Panama courts and administrative bodies
requiring the company to withhold tax on dividends paid to its stockholders.

ecision by the Contencioso Court in 1948 held .EE&WP: American Adir-
ways, ch has a contract roughly similar to that of Fuerza y Luz, must
pay s on profits, Under Panama tax laws informers who report tax evaders
may receive 25% of taxes and fines collected.

In May 1950 a denunciation was made against Tuerza y Luz by Carmen liarfa
Sénchez charging that Fuerza y Luz had not paid profit taxes, apparently
justifying the charge by the PAA case., Carmen Sénchez was the secretary of
"Lolo" Patifio, a lawyer, who according to Mr, Billings (U.S, Legal :dviser
of Fuerza y Luz) was back of the charge., Billings believes that Patifio did
not make the charge in his own name because he previously held an official
position (judge) which enabled him to obtain the information.

On the basis of the Sanchez (Patific) denunciation, in June 1950 a tax
bill for $320,000 was sent to Fuerza y Luz by the Panama Income Tax Office
ﬁﬁngﬁﬂn?ﬂ.w&ﬂﬂ- tax bill was not paid and the Panama
Tncome Tax Office attached Fuerza y Luz's bank account, "Toto" Remén, brother
of President Remén and currently President of the National Assembly, was ap-
pointed ejecutor of a special court set up to enforce the tax collec-
tion (the Juez is allowed 203 of the collection as a fee plus 3% for a sec-

retary).

Fuerza y lLuz was able to get the attachment lifted because of a law which
provides that the alleged delinquent taxpayer must be given 15 days notice
to prepare a defense. For reasons unknown to Billings the case apparently
was dropped until September, 1951, when Fuerza y Luz received notice from
the Income Tax Office that it must pay the tax, This time the normal proce-
dure applied and Fuerza y Luz appealed to the Minister of Finance and Treasury

(Solfs), During the last days of September, 1952, upon the advice of the
Ministry's Legal Adviser, Solfs signed a decision favorable to Fuerza y Luz,

CONF I DENTIAL




actually havejwon), Patifio presumabLy wousu we s wee”

tration if he'had not made a deal with Rembn, an unlfavorable decision for
Fuerza y luz would pive vatifio = throush Camen Sdnches - 257 of Puerza y luz's
tax payment. | "Toto" Remén zpparently wiy sbill have <« elaiw wa tie ori ducl
juez ejecutor and 2 number of vihers (Billiugs did aol litond giedue s, Lr uonld
not tell), such 25 of ficiuls of ihe hindstry of Vigmnus 2od Tesuesury, Lhe lu-
come Tax Office, the Fresideacy and Lhs licM Lepal ddvisvis ey Lave Lu reueive
their share to be persuaded to make and/or formard the “right” decision,

that their case appeared encouraging but that several others would have to

About three months wmn Patiiio approached Molino with a prondse of a share,
if Molino would persuade fuerza y Luz to pay the tax bill. This offer was
made during the old Administration when Patifio umay have known of the forth-
coming decision of So1fs, Possibly, Patifio's offer Lo Molino is now off.

If an unfavorable decision is received by Fuerza y Luz from the Ministry,
the company probably will appeal to the Courts. Billings believes that the
Company's legal position is good (though perhaps not good enough for a "fixed"
Court). Another point in favor of Fuerza y Luz is that the Statute of Limita-

tions is still operating in the case. The original claim was for taxes dur-
ing the years 1945, 1940, 1947, 1948, and 1949. (Tax matters for 1950 and
subsequent years were adjusted by a special law passed in 1951). A flve-ysdr
1imit already has eliminated tax claims for 1945 and 1946,

Copy to: Mr, Sowash
it .......,. :
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e med SiOre Y e tiird, wwe have heen having 1o .
L ATV He Mo d Y ‘méeting vofl . the Board .of. ] .mwﬂ..nuu
! Zotld fwént (Sr£5 B othink, squite well, Karl

th made "Jorie puylio statements .with. negard
At fecting lodalrate warkers .and ,the
o mmmw_...“i Qanal“3dnd.in 'genenal that, have
f“Helpful.)’ He amdthis:associates.showed much

BAIFY §ss fof ithe- Repubiic and a numbep of ep~, |
propri
: Hnu ofib é431'6h' Colonel! Bemon:which, I think,

mn attentions were pald to the Panamanians,

_6n&oiFags Him'atua imomentvwhen he.:particularly
se mw..m bliragemdnt, . Then, Hr. George Garyy of.
mm&mf tUm.u.u Reserve 'Bank.of w#ﬂtqﬁﬂﬁﬂ.“u F._uu.ﬂ .,"__MW e=
BR17%027 the IBRD-on as forsnight's, ppophylagtic E..u.wu.
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; Wi ol fuits s s adtobe Hedurbematibe retwmed tq, Washi n
*.W_.wm%m of' my depeivturiey: ha. :n?.ﬁﬁu?mﬁnﬂ con=
. Péfhed over Colohiel Remon*s: apparent susaeptibllity

3 _._W,arﬁf!oﬁ;%.. more radical advisers such as Lasso
M. : qlgﬁr _ﬂm’&a aaﬂ‘..ﬂwggfhr,hn ] .—.r 3 P : "
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iy zed a4 ¥ !that ‘He .would face the ri ...uMu
o B Befide ) cof being lengulfed politigally by
b ute hm_-mﬁ gn»uﬁiiuuﬂnﬁ#?nuwmfum Qn, NowW
nﬂu aﬁwuﬁ e ‘Republics, He'wss, thegefore, heing

. ¢“€o 'embark ‘on: the :path.of unerthqodexy. . To redress

the situation in Panama, conventional corrections
. _would fist' sufficepiso thase p-nﬂwuﬁm.”tmﬂmhwﬂnaﬁnpﬁm
2 mﬂ..“ﬂnm..n wand-ds.well ias.the: hat from which white
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. .Agsistent Secrétary, Unpaid
Department of State,
Washington, D. C,




1 returned to Panama, naturally, much concerned
since Remon at best is not a tower of strength. Im=-
mediately after my arrival, I dined at Governor
Seybold's. Late in the evening, Olmedo Fabrega,
President of the National Assembly and one of the
most intimate advisers of Remon, led me into a corner.
He raised the cry of alarm. Unless Remon could be
given a "program", the sound, conservative advisers
around him would be defeated. The radical group
would unquestionably win out. Heaven alone could
foresee the consequences., 4nd so forth and so forth.

I discussed matters quite fully with Bendetsen,
Beasley and Garvy and we have separately canvassed
the situation pretty carefully. The result of our
inquiries has convinced us all that the situation
per se is not nearly as alarming as plctured.

From figures which Garvy has obtained from
Henrique Obarrio, the Comptroller General, it would
appear thet the floating debt of the government as
of the month of #ugust was $11,560,000, with the
wunwnuﬁpﬂﬂq that it would be around #13,000,000 on

ctober 1, namely, the date of the inauguration of

the new administration. ($13,000,000, however, 1s

regarded as the maximum figure if the government

adopts a sound finan¢ial policy.) The breakdown

seems to be as follows: unpaid salaries for positions
ovided for in the budget, ¥640,000; extra-budgetary
electoral) commitments for payrolls, $1,366,000.

In connection with this latter item, I might edd
that during the electoral campaign, 29,000 persons
were allegedly put on the p 11 by the outgoing ad=-
ministration, where 6,000 still remain., (Total campaign
"expenses” of the government are estimsted at between
$4.,000,000 and $5,000,000,)

Unpaid
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The substantial sum owed to the yuja veu -
sent no fmmediate

funded. It, therefore, ghould pre
ﬂunnnaﬁﬁnnwoﬁ. of other obligations of the govern=

ment, major credlitors apre: the Union 01l Company ,
plus, Fuerza

$500,000 plug, Esso 0il noaﬁﬁ_qwmoacac
g Luz about «ncn»onc- and the Canal mnﬂw uoauwﬁwﬁm

r.\\\\ Egﬂ_ “W“Oh.ugi

Bendetsen took the position that the amount owed
to the Canal Zone could be put into faccounts recelv-
able" until a later date. REsso has mentioned the
possibility of taking bonds, Fuerz& y Luz stated
unhappily that i1t was in no position to press for
payment and would not do so. The head of Union 0il
is not in Panama, butb 1t may be presumed that Union
011 may be obliged to follow suit, In this way, it

t of a falrly substantlal

may be assumed that in respec
uﬁH.dwuuu: administration may obtsin relief from

pressure for & comfortable period.

Conversations we have nad with Healy of Chase
Bank and Cramer of the National City Bank in no way
confirm the alerming reports about the desperate
situation of the merchants end the depth of the

as geined the

present depression. dopeover, Garvy h
same impression from his examination of the situation.

-~ ~
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Local merchanis, it appears, &re in no sense of
the word suffering from panic or even fear. There
mﬁﬂﬂ@ﬁdapﬂnuwwma they will

seems to be no nﬁmuw»aﬂ
eventually be pald. Tn selling to the overnment,
they have marked un prices 50% or more,.n order

slow collectlion. Inquiries

generously to teke cace of
reveal that the inventory position of locel merchants

1a about normal.

The revenues of the government may be estimated
at a figure slightly less than 3,000,000 & month.
It is felt that if Remon 1s preally serious and goes
in for a period of governmentel economy with an

earnest
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seems to have the unreallstlc 1lU€A Li&L LUS lave—
tpack =- of which his brother is the head =- will
immediately preciptate a golden flow of tourist
dollars and that the American of{icer personnel

will spend its weekends and 1ts pay listening to

the thunder of horses' hoofs, Possibly, though, the
racetrack may be linked to some scheme of setting
up a gambling casino.

Unfortunately, Remon and his sulte, which in-
cludes Obarrio and de Diego, have departed for Mexico,
However, they will return on the 19th, Garvy will
remain here until September 23, at which time he
must leave to meet hils commitments in the United

States (he is likely to return in November for
another visit). The great hope is that during those
few days after Remon's return, Garvy will be able to
formulate with Remon and his advisers an approprisate
program, placing the floating debt in 1ts proper per-
spective, and thus persuade the Colonel to revert to
his original concept of what Panama can do for iltselfl
by means of orthodox methods.

There 1s one point, however, which merits ex-
amination, Under one of the articles of our treaty
of 1903, Paname is estopped from taxing Panesmanlans
who are employed by the Canal Zone., The fact that
the United States now collscts income tex from Americans
in the Canal Zone has inspired the Panamenians to feel
that they must have the privilege of doiny likewise.
To yield on this point might involve treaty revision.
Unfortunately, ‘once we touch the treaty, there are Panemanian
elements who would drag in the sun, moon and stars as
well. Moreover, a 2% tax on salarlies of Panamenlans
working in the muﬂnw Zone would at most not yield $120,000
a year; indeed, Panama would probably be lucky to collect
$100,000, which is not very much, We are having the
legal aspects of all this carefully studled.

I am




Mais of United Fruit thinks Aleman 1s an excellent
choice, & man of decision who has had ample experience
in business to do a good job, Others say Aleman
himself is not so bad, but that his son, "Baby® Aleman,
is one of the worst spoilsmen in Panema and has the
support of his father in everything.

This 1s a thumbnail sketch of things up to the
present,

A1l the best.

Yours sinc

ohn C. Wiley.
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El Panama Hotel. The puilding 1n Yueoveve - o
without a doubt, the one {nmediately on the right
of the driveway &s one enters the ﬁ.oﬂunw. To

the casual observer, it would appe&r as part of the
El Panama compleX.

There is also enclosed a very good, gelf-ex~-
planatory memor andum by MTe Fred Durling of, the
Economlc gSection., The American mentioned as an

To have Sonmer involved in 8 gambling project
that spparently would be pretty closely tied in
with the hotel would be unfortunate, and might
give some food for thought to some future Congres=
sional Commlttee such as the one presided over by
senator Kefauver.

I have on various occasions dropped hints
where they would do the most good and I shell not
fail

The Honorable
Edward Ge Miller, Jres

Assistent Secretary of State, . .
ﬂ:ﬁﬂﬂﬂg- D. Ce g /&\
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ing out oconcerning the dangers of comuunism, this can be doue immediately
in ons or two ways, If English-language versions are available locally,
they can be purchased from USIS general operating fwuds, If the books

are not availabls locally, USIS ean send up & 1ist and request that they

be purchased by the Uspartment and this will be done.
' The question of getting important Americsn books translated into
‘Spainish has been a contimming problem for the Information Program, The

recent years has set aside siszeable sums to be used to

and distribution of books of this mature in translation,
and we have had only limited succeas in gettiug loocal publleners to do the
Job even when publication rights were made available in additvion to a sub=
#idy, As you have probably heard, the Department is now planning to estabe
lish a nom=profit book publishing corporation which will devote itself to
underwriting low cost foreign-language reprints of the type of ook you
outline in your letter, Until that operaticn gets going, ano 1t is due to
start very shortly, we will not be able to do too much. I understand that
Mpxiso has receptly had a little bit of success in obtaining the coopers=
tion of a loeal publisher, and you should be raceiving some boeks in

|
g

Spanish for presentation before the end of this year,
|, Wth kindes$ regards,
1 1 .m,”“.._._“...,m_._w

Sincerely yours,
Lher o, M 6, Kaller, dr
b 220 K :
Al
Vi .EJP Lo
Bo iy 490100
i 1nid 2F
L
S
HErS ._
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The Honorable
Edward G, Miller, Jp,
/ dssistant Secretary of State,
Department of State,
J’ Washington, D, c.
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become ...MPHE.HHM friendly to the United States, in~
cluding the sensational LA HORA. A very recent
number of the Communist front PRENSA LIBRE dedicated
its editorial to praise of the United States and a
lead article to its defense. FProfessor Bayard,
the ent crypto-Communist, despatched a warm
telegram of felicitations on the occasion of the
Glorious Fourth, while Jorge Illueca sent an imposing
floral offering. There has been much of this sort

of thing. .

No, the millenium has not arrived, At least, not
yet. While everything looks mearvelous at the moment,
the undercurrents are still here and they are strong.
Indeed, we are entering & period that requires excep-
tional care and prudent handling,.

If things continue to go well, we shall have an
opportunity really to achlieve constructive resul ts.
early months of the Remon regime cuourd pe &

rruitrul period, but they will be declisive, To
sccomplish our ends, our delicate equilibrium ahould
under no circumstances be disturbed.

A great integrant of the present favorable oon-
juncture has been the Department of the Army and its
wigse and understanding approach to the problems

affecting

The Honorable
Edward G, Miller, Jr.,
Asgsistent Secretary of State,
Washington, D. C,







