the Canal Zone on the Trade of Panama® stuted:

. *The basic oruse of the difricultysituation

__.21.-. arises out of the great differences in the

micee level in Panama and in the Zone, and to

the increaeingly large proportion of Panamanians
being employed in the Zone .En thereby provid-
ing themselves in the Zone and not thr-ugh Pan-
amanian trade channels. Moet students of this
problem realize that the sould solution is to
bring the two price levels into parody so that
there won't be the tremendous incentive to pur-
chuse in the Zone".

For several months during the latter purt of 1841
the Department recelved renorts thut the Panamanian
Government wae making a specisl study of the effecots
wvhich & reduction in Panamanian duties would have on

national




vuuse on which proteotive tariffe had been arnlied
J6ars ago, as a measure of furthering the develon-
ment of looaul industry. The reductions are to be-
come effective 8ixty days after the promulgation of
‘the offioclal decree.

An idea of the Panamsnian measure e:n be gained
from the following figures:

ARTICLE OLD TARIFPF REDUCED TARIFF
Canned or pre-
Pared meat «30 Xilo «5 Kilo
Ham & ﬂ-ﬁﬂﬂ 16 ¢ g "
Powdered Nilk 3 " 1
Klim 156 * 5
unnn-uf-uunnnu- 10 ¢ Free
Cheese-any kina 20 +06 *
Fighedried or 10 * «03 *
salted
numnlninns or +28 Dozen »10 Dozen
salted




*

B In January the Government Price Control Board
estzblished a schedule to control wholesale and retall
prices of potatoes and rice, and later regulated cell-

- ing prices for meat and sugar. The retail price of

sugar is set at 10§ per pound and the wholesale price

at $8.00 per owt.
Obviously the effect of reductions in Panamanian

duties and the control of prices within the Republlic
upon ‘the Commigsary and Post Exchange sltuation will
not be known for some time. It is encouraging to note
that the Panamenian Government at last has taken an
experimental step with respect to a problem which for

many yecrs has been a matter of great conocern to both

governments.
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faevorable. I belleve umsu
about 40 sub-machine guns and 2 launches.

RA would be interested iIn knowing the
gtatus of our consultations with the viar and

Navy Departments on this matter.
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the ovents of October 2 involving the fall of Arnulfo
Arles and the sibsoquent attlitude of the present ad-
ministration towus:d mossures wiloh had been taken by
the Arnulfo Arlas administration, fThe contents of
the despatchss describlng Lthe cvonls of October 0 wepe
made known in full to the Department through telejrams
from Panuma durinzg the days when the new group came
into power, I suggest thut in view of the good report-
ing representud by thase two desputches 1t mizht de
opportuns to commend the Embassy on its work,

In the election of June 2, 13940, rﬂuﬁuhﬂ.hﬁu-
received 90,000 votes = the hoaviest vote ever cast
for a presidential candldate in Panama. He entered
office spsaking of the drastic measures of government
he would inaugurate, and subsequently brought needless
sufering to the Panamanien citizenry, both rich and poor.

kugh




It 18 well to give some attention to the signifricant
inistration has already taken
loned in the

1. 7o terminate the political

(most - op which are ment attached Papers);

with the English

gide out (Arias haq arbitraryly forced the

fold the Spanish gide out),

- B N e
- e
am /)
- B .
-
= B
o
a



school toachers.

7. To disband the Fascist-like organization
known as the Cubs of Urraca.

8. To destitute Prancisco Villalaz, pro-Nazl
Panamanian Minister, befione the Govornments of Germany,
Holland and Poland,

9. To destitute the Panamanian Consul at Hamburg.

10, To announce that the recently passed Civio
Service law obliging Panamaniana to serve the ocountry
for at least six months would be studied and probably
annulled,

11. To declare Cerjack Boyna (number one Hazi of
the Oerman colomy and Civic Attaché to the German
Legation at Panama) persona non grata.

12. To declare the Spanish Minister to Peanama
persona non grata,

18, 7o




resolutions issued by the previous sdministration
would be carefully revised, and those contrary to

" democratic and republican standards would be discon-
tinued,

RAtEMWise : HJH
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The question of the intermment of enemy aliens in
Panama has, on various ocoasions, been discussed with
the Pansmanian authorities by Ambassador Wilson.
Enclosed with despatch no. 300, October 20, 1941, from
Panama are memoranda of recent conversations with the
pew Pensmanien Foreign Minister regarding the question
of intermment of Japansse. The Pansmanian Cabines,
through the Poreign Minister, has expressed te
Ambassador Wilson the attitude of the Panamanian
Government regarding the internment of Japanese. The
Ambassador believes it important that the Department
instruct him by Selegraph to assure the Foreign Miniater
that the pointe which he set out meet the approval of
our Government.

The attitude of the Panamanian Jovernment seéms
satisfactory and cooperative. The Panamanian Cabinst

feels that it should be the Panamanian suthorities who
should




aliens.

The Panamenian cabinet is willing to have an
arrangement for internment set forth in &n exchange of
jetters with the Embassy. If trouble with the Japanese
doos not bresk {mmediately, the Panamanien Porelgn
Minister and Asbassador Wilson would agree informally
on the wording of the letters and sign them only &t the
moment when internment beooceme necessary.

The Voreign Minister astated that Panama would pro-
ssed to intern enemy allens only after, OF slmul taneously,
with action by the United States Government interning

E. 78 it thought advisable %o instruot
Ambassador Wilson to assure the Poreign Minister that
the points set forth in the memorandum of October 80,
1941 meet the approval of this Government, snd should
the Ambassador be authorised to proceed with the drafting
of letters whiah might be exchanged in the event intern~

ment became necessary?

RASWISE;EJE




Changes whioh have tuken place,

the Pansng Governwent
emphutiocally atutes,

were due exclusively to tne indepen~
Qoeat actlion of fanawanian politicsl groups eand in no way

¢an they be construed as ludirectly suggested by any foreign

Waashlagton, p. C.
October 16, 1941




profoundly shogked by the glaring inacouracies and willful
misrepresentations set forth in that artiole, Without any
attempt to verify the facts, or even to consult with the
officiale so unfairly oriticised, the writer of thie
article presumes to place in question the good falth of
the State Department snd the foreign policy of the United
States Oovernment, Fortunately such instances of irres-
ponsible reporting are rare, It is deplorable, however, that
untrue statements of this character should arpear in print,
particularly vhen they are of a character to undermine our
national reputation and give aid and coafort to foroes
inimieal to the United States, I feel the matters touched
upon in this case are 8o important, and affeot so vitally the
faith snd integrity of the United States, that I do not feel that
I can properly let them pase unnotioced.

I refer, of course, to the attempt which ie being made

to make political eapital out of the recent events in Panama.
Lest




before you freely and frankly.

On Ootober 7 a brief message was recelved from Ambasea=-
dor :_.w-.ﬁn indicating that he had received informatlon from
reliable sources for the first time indicating dlsaffectlon
among Panamanian officials and the possibility of a move=
ment against the Government. On the same day later informa-
tion wae received to the effeot that a vaesenger by the name
of A, Madrid taking the Pan Ameriocan plane for Habana that
morning was in faot President Arnulfo Arias. The Ambassador
commented that this information d14 not necessarily bear any
relation to the rumor reported earlier in the day, He oom-
mented that the President may merely have wished to make a
brief viesit to Cuba for personal reasons.

The seme evening the uﬁiunlu:n informed our Embasay at
Habana of President Arias' trip, stating that it might be
merely a brief vacation trip, although there had been some

reports




garded in the United States. The Aabassador called the
attention of these officlals to the well-known policy of the
United un-a- to refrain from interfering in the uunnuﬂnw
affairs of other countries, emphasizing that our desire was %o
cooperate loyally with all the American republics on a basis
of complete equality and respeot for each others' right. The
Ambaseador even went so far as to state that he would not
depart an inch from this baeic polioy irrespsctive of what
apparent inducements of galn or adventage might be offered the
United States.

Further developamente in the appointment of new officlals
were reported by the Ambassador later that day, Cctober 9,

That same night Ambassador Wilson referred to the pertinent
Constitutional provislons, specifically Article III of the
Panamanian Constitution of January 2, 1941, He reported the
position taken by the Panamanisn officlals to the effect that
the President, having left the country without permiseion of
the National Agsembly and without permission of the Supreme

Cours
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requirements, our Bmbassy and the Department felt that the
only proper poeition to take was that of merely continuing
normal relations with the Government of Panama. Any other
action would have lent itself to undesirsble interpresations
of interference with internal political affaire.

During the days following these evente and the return
of Dr. Armulfo Arise to Panama, all United Btutes offioials
have done everything within their power to extend to him
every courtesy, and have facilituted his contacts with
relatives and friends who visited him aboard the steamship
on which he returned to Crietobal. Dr. Ariss returned to
Panama, of course, on his om wolition.

From the foregoing summary ofevents i1t will be quite
apparent to the unprejudiced observer that the United
States Government hae in no way deviated from its basio
and fundamental polioy of non-interference in the internal

political




"J¢ is olear and beyond doubt that the United
States used a temporary absence of the President of
Panama, who was inconvenient to 1%, to stuge a
putsoh in this small Central American Republic.”

This judgment of events was promptly echoed by official

spokegmen in Rome.




waoss original langusge is not Spaniah, of the yellow
race, and the reces originating in India, Asia simor,
and Nerth Africa",

President Arias announces that he 1a wn-uﬁunn to
18828 & Decree-law to clarify the above-mentioned Artiele.
In a recent letter in reply to a memorial presented to
him by a group of Libanese Christiesns in Panama, protest-
ing over the poesibility of their inelusion in the cate-

. 8ory of prohibited immigrents, President Arias explained

that there would be imcluded in the prohibited category,
"in addition to the PArsons mentioned in Article 28 of the
Constitution, the Armenisn 8ypeles, Arabs, Turks, Syrians,

Libanese, Persians, Egyptians, Iranians, Hebrows, Malayens,
ote,.",

The Libanese Christians menticned above, as well as

& group




" peseareh work which might assist in the presentation of

thelir cese. It ies understood that they have offered Arias
a feo of $10,000 if he is suocessful in their behslf.

When Robepto Ariss returned to Penama on Septeaber 2,
1961, he was met with the almost agcomplished fact of the
dofinite inolusion of the Jews in the prohibited immigra-
tion eategory. Apparently, the Supreme Cowrt of Punama
will not be called on by the President to interpret the
seope of the Constitution, It will be done by Decree-law.

The Decree-Law serves to confirm earlier reports that
President Ariss planned to bar &ll Jews from business in
Panama. Artiele S of Law 24 of March 24, 1941 (Nstiomal-
isation of Commerce Law) provides that licenses %o do
business in Paname will not be granted to foreigners of
races the immigration of which is prohibited.

e prommlgation of the Decree-Law may be expected teo
EE a panie similer to that in which the Chinmese
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The attached despateh from Pansud merits speeial
consideration. Ambassador Wilson 1s apparently quite
concerned over the faot that some of ocur own Amerilcan
ecrganizations unconselously support to a sizeable degree
the Nazis in the distribution of their propagsnda. The
aotivities of certain mevspaper sssociations, national
eolumniste end movie producers, socording to the Ambas~
sador, often innooently produce and distribute objestion-
able materisl whioh oan only have the effect of nmipﬂ:-u
United States prestige in the other Americen Republiocs.
Many of our diplomatic and consular officers in the
other American Republios have aschieved noticeable success
in their endeavors to check the spread of Nazi dootrines
but are apparently frequently embarrassed and digoouraged
when they see the resultes of their efforts swept away by
the E%gﬂnnpiﬂﬁvﬁnnn our own American
organizations.

Ae




determination to drag or force the United Btates into the
Buropesn Var has nov become obvious". In the same column
there later sppeared this statement: ®Aerlal warfare will
hit a new and terrible high when Adolf Hitler, after
conquering Fussia, resumes his blitzkreig against the
British Tsles.® Further on the columniest gives a gloving
acoount of the Oerman Army beginning E,m.\ conments a8
follows: "Believe it or not, Pncle Sam is training end
drilling his soldiers on the German model. Confidential
studies ..... eonvince our people that Hitler has the
right idea."

Mot long ago e full page of the Panami-American
appeared to be composed of Uerman pictures of the recent
osmpaign ageinst Rusesia. These pictures, 28 well as
othere 1ike them which have since sppeared in the sewe

paper, bear the symbol NEA (National Editors' Ageociation).
) § 3
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unfortunate remarks of national Suﬁn:u- end misleading
newe reel features by seeking the gooperation of our own
American organizations and by !Bconn-._pun them with the
faots concerning their influence on the peoples of the
other American Republics. As & seoond scheme for checking
the activities of the Nazi regime, Ambassador ¥ileon feels
that a mortal blow could be given Axis propaganda through
a vigorous campaign among the Latin Americen nations in
favor of sotion under Resolution VI of the Second Meeting
of Poreign Winisters, Habsna, 1940.

A fow days ego an instruotion was sent Azbassador
¥ilson enolosing & cumzarization of steps whioh have been
taken in various of the other Ameriocan Republics to pro-
hibit the disesemination of propaganda of belligerent
gountries, with the hope that the Agbassador would be
furniehed with enough precedent and baskground to be
able to epproach Panamanian authorities for the purpose

of




movie organizations as regarde the material they distribute
would bs moet opportune.

N. N. Wige
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recent presidential campalgn by permitti

the natlonal police and other governmenta
agencies to over-awe and intimidate the
electorate in favor of Ariae.

Dr. Boyd hae recently visited Liams where
he ls reported to have msde very interesting
statemente supporting continental soliderity.
He spoke very highly of President Roosevelt,
Panama, he sald, has adhered ts the commit-
ments of the conolusions of the internz=tional
conferences signed by the Awmericesn natlone
and maintains its positlion on continental
golidarity in thése moments of orislis,

Dr. Boyd warned against subveraive forces at
work to undermine the democratlic order,

un-u-nnrtn.vﬁanrﬁnlh:ﬁ:nnwpﬁpﬂ
File 810.20 Defense/120%. ! !
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indicated a willingnoss to teke ocertuin measures against
susposted Duropeans, if appropriacte evidence of thelir
undesirablility were furnished by the Ambassador. He also
indicated that he might be willing to request the removal
of Cerjaock-Boyna from the Jerman Legation. (It will be
remembered that the Panamonian Government accepted Boyna
as an attaché at the German Legation. Boyna has been
seen handling mail in the Panama Post Office.)

The Ambassador informed President Arias that military
and naval authorities in the Zone had received information
from Washington to the effect that any moment now an
attempt might be made against the sarfety of the Panama
Canal. The Ambassador explained that thlis information
did not indicate that any movement in force was expeoted
which might endanger the safety of Panama, But he further

explained
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the situation was becoming more oritical and that it might
be necessary for the United States authorities, for reasons
of legitimate defense of the Canal, to take certain measures
in an emergency in which they would not be able to consult
with Panama beforehand. He sald that by taking this step
Panamanian opinion would be put on guard.

President Arias stated that when he took office

eight monthas ago, he had not believed that there was any
danger to the Amerlioan Continent from the Buropean war,
but that he had recently chmged his opinion and that now
he was "frightened" at the danger. The President said that
he was considering ways of beginning to impress Panamanian

opinion with the danger which might exist for Panama from
overseas. In this connection he referred to the Law for
Civie Service for Panemanian youth, and expresssd his hope
to organise girls into Red Orosa units. He asked if the
United States hed any plan to evacuate women and children

from
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took office he was faced with three problems of an inter-
national order. Firast, relations with the United States;
second, the frontier question with Costa Rica and, third,
the refunding of the foreign debt. The last two problems
had been satisfactorily disposed of. The President
expressed the hope that as soon as the negotiations now
taking place were oconcluded satisfactorily, there would no
longer be any problem of diffioulty with the United States.
He added that in these negotiationa he was trying to get
for his country everything that he possibly ocould nm..ﬁu‘ the
United States and that he would continue nuu_uumk_swﬂ.»um the

negotiations.
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Dr, Arias & letter authorizing him to reside in Venezuela
indefinitely, Before leaving Mexioo, Dr. hrias stated
that he had had an offer to practice medicine in Caracas
and that he would terminate his arrangements for doing
so in Haobana.

Reports from Mexico would indicate thut Lr. irias
was closely in touch with the Central American Hevolu=
tionary group in Mexico, which soems desirous of stiming
up trouble in Central smerican countries,.

Our poats in Carucas, Port=au-Prince, llabuna,

Panama and other Central Amsrican countries uro being
kept informed of Dr. Arias' activities.

819,001 Arias, Arnulfo
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