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Preface

The publication Foreign Relations of the United States constitutes
the official record of the foreign policy of the United States. The
volumes in the series include, subject to necessary security considera-
tions, all documents needed to give a comprehensive record of the
major foreign policy decisions of the United States together with ap-
propriate materials concerning the facts that contributed to the formu-
lation of policies. Records in the files of the Department of State are
supplemented by documentation from other government agencies in-
volved in the formulation of foreign policy.

The basic documentary diplomatic record printed in the volumes
of the series is edited by the Office of the Historian, Bureau of Public
Affairs, Department of State. The editing is guided by the principles of
historical objectivity and in accordance with the following official
guidance first promulgated by Secretary of State Frank B. Kellogg on
March 26, 1925:

There may be no alteration of the text, no deletions without indi-
cating the place in the text where the deletion is made, and no omis-
sion of facts which were of major importance in reaching a decision.
Nothing may be omitted for the purpose of concealing or glossing over
what might be regarded by some as a defect of policy. However,
certain omissions of documents are permissible for the following rea-
sons:

a. To avoid publication of matters that would tend to impede
current diplomatic negotiations or other business.

b. To condense the record and avoid repetition of needless details.

c. To preserve the confidence reposed in the Department by indi-
viduals and by foreign governments.

d. To avoid giving needless offense to other nationalities or indi-
viduals.

e. To eliminate personal opinions presented in despatches and not
acted upon by the Department. To this consideration there is one
qualification: in connection with major decisions it is desirable, where
possible, to show the alternative presented to the Department before
the decision was made.
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IV Preface

Principles of Selection for Foreign Relations, 1958-1960, Volume V

The initial research, compilation, and editing of this volume took
place in 1980 and 1981. Before selecting documents, the editors devel-
oped a research plan based on the topics to be included and on official
records and other documentation in the Department of State and at the
Dwight D. Eisenhower Library at Abilene, Kansas.

The documents printed in this volume and in a microfiche supple-
ment present the record of basic U.S. policies toward South America,
Central America, and the Caribbean area, and of the major incidents in
U.S. relations with the nations in the region. The documentation on
multilateral issues and regional U.S. policies focuses on U.S. concerns
in the years 1958-1960 over economic development problems, politi-
cal instability, the Castro regime in Cuba, Communist activity, the
U.S. role in hemisphere defense, and the role of the Organization of
American States in promoting stability and peace in the region. The
good will trips by President Eisenhower, Vice President Nixon, and
Dr. Milton Eisenhower, which reflect these concerns, are documented
in some detail. U.S. relations with Cuba and the U.S. attitude toward
the regime of Fidel Castro are extensively documented in volume VI.

In selecting documents for this volume, the editors concentrated
on National Security Council and Cabinet meetings, NSC and Depart-
ment of State policy papers and memoranda that set forth policy
options. The editors also selected finished intelligence reports (such as
National Intelligence Estimates and intelligence briefings to the NSC)
on which policy decisions were made, communications with foreign
governments and international organizations, and policy recommen-
dations and analyses sent by U.S. missions abroad to the Department
of State.

Because the focus of the volume is on major diplomatic aspects of
U.S. policies toward the region, the editors did not document the U.S.
military assistance program, intelligence activities, or detailed aspects
of economic and cultural relations. They did not, therefore, seek ex-
panded access to foreign affairs records of agencies outside of the
Department of State, the White House, and the National Security
Council.

The editors had complete access to the records of the Department
of State including all the central indexed decimal files of the Depart-
ment of State and the various special decentralized files (lot files)
relevant to the volume. At the Eisenhower Library, the editors gave
particular attention to the Ann Whitman file, with its master collection
of National Security Council records, Cabinet papers, and other im-
portant Presidential records. The editors reviewed other pertinent
records at the Eisenhower Library, including papers of Secretaries of
State John Foster Dulles and Christian A. Herter, and records of the
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President’s Special Assistant for National Security Affairs. The editors
believe that no documentation at the Eisenhower Library relevant to
the subject matter was overlooked or withheld. A complete list of the
files consulted in preparing this volume is on pages XIII-XX.

This printed volume includes compilations on U.S. relations with
Argentina, Brazil, and Mexico. Compilations on relations with the
remaining Central and South American and Caribbean nations (except
Cuba) are included in the microfiche supplement. Compilations on
bilateral relations in this volume and in the microfiche supplement
include the texts of telegrams from the Department of State to posts in
the region containing instructions and policy guidance; telegrams from
posts to the Department of State containing reports, analyses, and
recommendations; the texts of policy memoranda and reports; and
memoranda of conversation between U.S. and foreign officials. The
printed volume includes a narrative summary of each compilation that
appears in the microfiche supplement, and each summary includes
references to specific documents. The printed volume and the micro-
fiche supplement will have separate indexes.

The editors of the volume are confident that the documents
printed here and in the microfiche supplement provide a comprehen-
sive and accurate record of U.S. diplomatic policies toward the Carib-
bean, Central America, and South America region. The declassification
review process for the documents originally selected for this volume,
outlined in more detail below, resulted in withholding from publica-
tion approximately 3 percent of the manuscript of the printed volume
and 4.4 percent of the microfiche supplement.

Editorial Methodology

The documents are presented chronologically according to Wash-
ington time. Incoming telegrams from U.S. missions are placed accord-
ing to time of receipt in the Department of State or other receiving
agency, rather than the time of transmission; memoranda of conversa-
tion are placed according to the time and date of the conversation,
rather than the date the memorandum was drafted.

Editorial treatment of the documents published in the Foreign
Relations series follows Office style guidelines, supplemented by guid-
ance from the Editor in Chief and the chief technical editor. The source
text is reproduced as exactly as possible, including marginalia or other
notations, which are described in the footnotes. Obvious typographical
errors are corrected, but other mistakes and omissions in the source
text are corrected by bracketed insertions: a correction is set in italic
type; an omission in roman type. Bracketed insertions are also used to
indicate text that has been omitted because it deals with an unrelated
subject (in roman type) or because it remained classified after the
declassification review process (in italic type). The amount of material
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not declassified has been noted by indicating the number of lines or
pages of source text that were omitted. All ellipses and brackets that
appear in the source text are so identified by footnotes.

The first footnote to each document indicates the document’s
source, original classification, distribution, and drafting information.
The source footnote also provides the background of important docu-
ments and policies and indicates if the President and/or his major
policy advisers read it.

Editorial notes and additional annotation summarize pertinent
material not printed in this volume, indicate the location of additional
documentary sources, provide references to important related docu-
ments printed in other volumes, describe key events, and summarize
and provide citations to public statements that supplement and eluci-
date the printed documents. Information derived from memoirs and
other first-hand accounts has been used when applicable to supple-
ment the official record.

Declassification Review Procedures

Declassification review of the documents selected for publication
was conducted by the Division of Historical Documents Review, Bu-
reau of Diplomatic Security, Department of State. The review was
made in accordance with the Freedom of Information Act, the Privacy
Act, and the criteria established in Executive Order 12356 regarding;:

1) military plans, weapons, or operations;

2) the vulnerabilities or capabilities of systems, installations,
projects, or plans relating to the national security;

3) foreiqn government information;

4) intelligence activities (including special activities), or intelli-
gence sources or methods;

5) foreign relations or foreign activities of the United States;

6) scientific, technological, or economic matters relating to na-
tional security;

7) US. éovernment programs for safeguarding nuclear materials
or facilities;

8) cryptology; and

9) a confidential source.

Declassification decisions entailed concurrence of the appropriate
geographic and functional bureaus in the Department of State, other
concerned agencies of the U.S. Government, and appropriate foreign
governments regarding documents of those governments. The princi-
ple guiding declassification review is to release as much information as
is consistent with contemporary requirements of national security and
sound foreign relations.

N. Stephen Kane supervised the planning and compilation of this
volume under the direction of Paul Claussen. Former Editor in Chief
John P. Glennon supervised the final preparation of the volume for
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publication. Mr. Kane compiled the sections on general policies re-
garding Latin America, hemisphere defense, economic and technical
assistance, political developments in Central America and the Carib-
bean, and relations with Colombia. Carl N. Raether compiled the
sections on trips to Latin America by the Vice President, Dr. Milton
Eisenhower, and the President, as well as on U.S. relations with Hon-
duras and Panama. Evans Gerakas prepared compilations on Brazil,
Costa Rica, Ecuador, El Salvador, Guatemala, and Peru. Other compi-
lations were prepared by Edith James (Bolivia, Chile, Paraguay, Uru-
guay, Venezuela); Delia Pitts (Mexico); Aaron D. Miller (Argentina,
Nicaragua); and Nina J. Noring (Dominican Republic, Haiti). Bret D.
Bellamy prepared the lists of sources, abbreviations, and names. Al-
thea W. Robinson and Rita M. Baker performed the technical editing.
Barbara A. Bacon of the Publishing Services Division (Paul M. Wash-
ington, Chief) oversaw production of the volume. Do Mi Stauber pre-
pared the index.

William Z. Slany
The Historian
Bureau of Public Affairs

April 1991
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Affairs, Department of State

ARMA, Army Attaché

ASW, anti-submarine warfare

AV, Aviation Division, Department of
State

BAR, Browning Automatic Rifle

BMEWS, Ballistic Missile Early Warning
System

BNDE, Banco Nacional do Desenvolvimento
Economico (National Bank for Economic
Development), Brazil

C, Counselor of the Department of State

CA, Central America

CA, circular airgram

CAB, Civil Aeronautics Board

CABEI, Central American Bank for Eco-
nomic Integration

CADE, Compaiiia Argentina de Electricidad
(Electric Company of Argentina)

Cahto, seris indicator for telegrams from
Secretary of State Herter while away
from Washington

CAIRC, Caribbean Air Command

CAP, Corporacion Argentina de Productores
de Carnes (Argentine Meat Producers
Corporation)

CARE, Cooperative for American Remit-
tances to Everywhere, until July 30,
1958; thereafter Cooperative for Ameri-
can Relief to Everywhere

CCC, Commodity Credit Corporation,
Department of Agriculture

CFEP, Council on Foreign Economic Pol-
icy

CG, Commanding General; Consulate
General

CGS, Confederacion General de Sindicatos
(General Confederation of Trade Un-
ions), El Salvador

CGT, Confederacion General del Trabajo
(General Confederation of Labor) Ar-
gentina

CGTS, Confederacion General de
Trabajadores Salvadorenos (General Con-
federation of Salvadoran Workers)

CIA, Central Intelligence Agency

CIVI, Corpo Identification, Vigilancia, y In-
vestigacion (Identification, Vigilance,
and Investigation Corps), Peru

CINC, Commander in Chief

CINCARIB, Commander in Chief, Carib-
bean

CIO, Congress of Industrial Organizations

cirtel, circular telegram

CMA, Office of Caribbean-Mexican Af-
fairs, Bureau of Inter-American Affairs,
Department of State

COAS, Council of the Organization of
American States
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COB, Central Obrera Boliviana (Bolivian
Labor Central, Bolivian Workers Feder-
ation)

COCOM, Coordinating Committee of the
Paris Consultatiove Group of Nations
working to control export of stategic
goods to Communist countries

Codel Nixon, series indicator for tele-
grams concerning Vice Presidential del-
egation travel

COMIBOL (CMB), Corporacién Minera de
Bolivia (Bolivian Mining Corporation)

COPEI, Partido Social Cristiano Copei
(Christian Socialist Party), Venezuela

CORFO, Corporacion de Fomento de la
Produccion (Production Development
Corporation), Chile

CORPOSNA, Corporacion do Obras
Sanitarias de Asuncion (Sanitary Corpo-
ration of Asuncion), Paraguay

CP, Cabinet Paper

CPN, Coalicion Patriotica Nacional (Na-
tional Patriotic Coalition), Panama

Cr, cruzeiro, Brazil

CTAL, Confederacion de Trabajadores de
America Latina (Confederation of Latin
American Workers)

CTC, Confederacion de Trabajadores de
Cuba (Confederation of Cuban Workers)

CTP, Confederacion de Trabajadores de
Peru (Confederations of Workers of
Peru)

D/USOM, Director, United States Opera-
tions Mission

DA, Department of the Army; Defense
Attaché

DCM, Deputy Chief of Mission

DD, destroyer

DE, destroyer escort

Depcirtel, Department of State circular
telegram

Deptel, Department of State telegram

DLF, Development Loan Fund

DLM, Dominican Liberation Movement

DLP, Democratic Labor Party, West Indies

DOD, Department of Defense

DPA, Defense Production Act

Dulte, series indicator for telegrams from
Secretary of State Dulles while away
from Washington

E, Assistant Secretary of State for Eco-
nomic Affairs; Bureau of Economic Af-
fairs, Department of State

ECLA, United Nations Economic Council
on Latin America

ECP, Office of Regional Economic Policy,
Bureau of Inter-American Affairs, De-
partment of State

ECU, Engineering Construction Unit

ED, Investment and Economic Develop-
ment Staff, Office of Financial and De-
velopment Policy, Bureau of Economic
Affairs, Department of State

EDT, Eastern Daylight Time

Emb, Embassy

Embtel, Embassy telegram

EST, Office of East Coast Affairs, Bureau
of Inter-American Affairs, Department
of State

EST/A, Officer in Charge of Argentine
Affairs, Office of East Coast Affairs, Bu-
reau of Inter-American Affairs, Depart-
ment of State

EST/B, Officer in Charge of Brazilian Af-
fairs, Office of East Coast Affairs, Bu-
reau of Inter-American Affairs, Depart-
ment of State

Exim (Eximbank), Export-Import Bank of
Washington

FAO, Food and Agricultural Organization,
United Nations

FBI, Federal Bureau of Investigation

FCDA, Federal Civil Defense Administra-
tion

FCN, Friendship, Commerce and Naviga-
tion (Treaty)

FHA, Federal Housing Administration

FHLB, Federal Home Loan Bank

FLP, Federal Labor Party, West Indies

FM, Assistant Secretary of the Army (Fi-
nancial Management)

FonOff, Foreign Office

FSB, Falage Socialista de Bolivia (Socialist
Falange Party of Bolivia)

FSO, Foreign Service officer

FY, Fiscal Year

FY]I, for your information

G, gourde (Haitian monetary unit)

G, Deputy Secretary of State

G-2, Army general staff section dealing
with intelligence at the divisional level
or higher

GAF, Guatemalan Air Force

GATT, General Agreement on Tariffs and
Trade

GCR (GOCR), Government of Costa Rica

GNP, gross national product
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GOA, Government of Argentina

GOB, Government of Bolivia; Govern-
ment of Brazil

GOC, Government of Chile; Government
of Colombia; Government of Costa Rica

GODR, Government of the Dominican
Republic

GOES, Government of El Salvador

GOG, Government of Guatemala

GOH, Government of Haiti; Government
of Honduras

GON, Government of Nicaragua

GOP, Government of Panama; Govern-
ment of Paraguay; Government of Peru

GOV, Government of Venezuela

GSA, General Services Administration

H, Assistant Secretary of State for Con-
gressional Relations

HEW, Department of Health, Education,
and Welfare

HOLC, Home Owner’s Loan Corporation

IA, Inter-American

IADB, Inter-American Defense Board

IACC, Inter-American Cultural Conven-
tion

IA-ECOSOC, Inter-American Economic
and Social Council

IAPC, Inter-American Peace Committee

IBRD, International Bank for Reconstruc-
tion and Development

ICA, International Cooperation Adminis-
tration

ICA /W, headquarters of the International
Cooperation Administration in Wash-
ington

ICAITI, Instituto Centroamericano de In-
vestigacion y Tecnologia Industrial (Cen-
tral American Research Institute for In-
dustry and Technology)

ICE, Instituto Costarricense de Electricidad
(Costa Rican Institute of Electricity)

ICEM, Intergovernmental Committee for
European Migrants

ICFTU, International Confederation of
Free Trade Unions

IC], International Court of Justice, The
Hague

IDA, International Development Associa-
tion

IFC, International Finance Corporation

IIAA, Institute of Inter-American Affairs

IMF, International Monetary Fund

IND, Partido Independiente (Independent
Party), Costa Rica

INR, Bureau of Intelligence and Research,
Department of State

INS, Immigration and Naturalization
Service

10, Bureau of International Organization
Affairs, Department of State

IR, Integracion Republicana (Republican
Integration), Venezuelan political party

IRCA, International Railways of Central
America

ISA, Assistant Secretary of Defense for In-
ternational Security Affairs

ITC, International Tin Council

JBUSDOC, Joint Brazil-United States De-
fense Commission

JBUSMUC, Joint Brazil-United States Mili-
tary Commission

JCS, Joint Chiefs of Staff

JMUSDC, Joint Mexico-United States De-
fense Commission

L, Legal Adviser, Department of State

LA, Latin America

LAV, Linea Aeropostal Venezolana, Vene-
zuelan airline

LORAN, Long-Range Navigational Aid

M, Under Secretary of State for Political
Affairs

MA, Military Attaché

MAAG, Military Assistance Advisory
Group

MAP, Military Assistance Program

MC, Division of Munitions Control, De-
partment of State

MDAP, Mutual Defense Assistance Pro-
gram

MDN, Movimiento Democratico Nacional-
ista (Nationalist Democratic Move-
ment), Guatemalan political party

MDP, Movimiento Democratico Peruano
(Peruvian Democratic Movement), Pe-
ruvian political party

MFM, Meeting of Foreign Ministers

MID, Office of Middle American Affairs,
Bureau of Inter-American Affairs, De-
partment of State

MNR, Movimiento Nacionalista Revolu-
cionario (Nationalist Revolutionary
Movement), Bolivian political party

MSA, Mutual Security Assistance; Mutual
Security Act; Mutual Security Agency

MSF, minesweeper, fleet

MSP, Mutual Security Program
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NAC, National Advisory Council on In-
ternational Monetary and Financial
Problems

NACOIIA, National Advisory Committee
on Inter-American Affairs

NATO, North Atlantic Treaty Organiza-
tion

NCG, National Council of Government,
Uruguay

NCWC, National Catholic Welfare Con-
ference

niact, night action, communications indi-
cator requiring attention by the recipi-
ent at any hour of the day or night

NIE, National Intelligence Estimate

NSC, National Security Council

OAP, Office of Central American and
Panamanian Affairs, Bureau of Inter-
American Affairs, Department of State

OAP/N, Officer in Charge of Nicaraguan
Affairs, Office of Central American and
Panamanian Affairs, Bureau of Inter-
American Affairs, Department of State

OAS, Organization of American States

OCB, Operations Coordinating Board

OCDM, Office of Civilian and Defense
Mobilization

ODECA, Organizacion de Estados Cen-
troamericanos (Organization of Central
American States)

OEA, Organizacion de Estados America-
nos (Organization of American States)

OECD, Organization for Economic Coop-
eration and Development

OEEC, Organization of European Eco-
nomic Cooperation

OFD, Office of International Financial and
Development Affairs, Bureau of Eco-
nomic Affairs, Department of State

OIC, Officer in Charge

OISP, Overseas Internal Security Program

OPA, Operation Pan America

OPAR(s), Operations Program Approval
Request(s), administrative form(s) used
by the International Cooperation Ad-
ministration to request allocation(s) of
local currency resources

ORIT, Organizacioén Regional Interameri-
cana de Trabajadores (Inter-American
Regional Organization of Workers)

OSA, Office of South American Affairs,
Bureau of Inter-American Affairs, De-
partment of State

PA, purchase authorization

PAO, Public Affairs officer

PAR, Partido Accion Revolucionaria (Revo-
lutionary Action Party), Guatemala

PBOS, Planning Board for Ocean Ship-
ping (NATO)

PCA, Partido Comunista de Argentina
(Communist Party of Argentina)

PCB, Partido Comunista de Bolivia (Com-
munist Party of Bolivia)

PCE, patrol craft

PCP, Partido Comunista de Paraguay
(Communist Party of Paraguay); Partido
Comunista Peruano (Communist Party of
Peru)

PCV, Partido Comunista Venezolano (Com-
munist Party of Venezuela)

PEMEYX, Petroleos Mexicanos, S.A. (Mexi-
can Petroleum Corporation)

Petrobras, Petroleo Brasileiro, S.A. (Bra-
zilian Petroleum Corporation)

PGT, Partido Guatemalteco del Trabajo
(Guatemalan Labor Party), Communist
Party of Guatemala

PLN, Partido Liberacion Nacional (National
Liberation Party), Costa Rica

PMG, Postmaster General

POR, Partido Obrero Revolucionario (Revo-
lutionary Workers Party), a Trotskyite
faction of the Bolivian Communist Party

PR, Partido Revolucionario (Revolutionary
Party), Guatemala

PRAM, Partido Revolucionario Avril y
Mayo (April and May Revolutionary
Party), El Salvador

PRG, Partido de la Revolucién
Guatemalteca (Party of the Guatemalan
Revolution)

PRUD, Partido Revolucionario de Unifica-
cion Democratica (Revolutionary Party
of Democratic Unification), El Salvador

PSD, Partido Social Democratico (Social
Democratic Party), Brazil

PSD/ICA /W, Public Safety Division, In-
ternational Cooperation Administra-
tion, Washington

PSP, Partido Socialista Popular (Popular
Socialist Party), Cuban Communist
Party

PUN, Partido Union Nacional (National
Union Party), Costa Rica

REA, Office of Inter-American Regional
Economic Affairs, Bureau of Inter-
American Affairs, Department of State
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RPA, Office of Inter-American Regional
Political Affairs, Bureau of Inter-Ameri-
can Affairs, Department of State

RPA/S, Office of Inter-American Regional
Political Affairs, Security and Military
Assistance, Bureau of Inter-American
Affairs, Department of State

S, Office of the Secretary of State

S/AE, Special Assistant to the Secretary
of State for Atomic Energy Affairs

SAMF, Sindicato de Accion y Mejoramiento
de los Ferrocarrileros (Railwaymen's Ac-
tion and Improvement Union), Guate-
mala

SCA, Bureau of Security and Consular Af-
fairs, Department of State

SCIDA, Servicio Cooperativo Interameri-
cano de Agricultura (Inter-American Co-
operative Agricultural Service), United
States agricultural cooperation with
Guatemala

SCIPA, Servicio Cooperativo Interameri-
cano de Produccion de Alimentos (Inter-
American Cooperative Service for Food
Production), Peru

SCISP, Servicio Cooperativo Interamericano
de Salud Publica (Inter-American Coop-
erative Public Health Service)

SEATO, Southeast Asian Treaty Organi-
zation

Secto, series indicator for telegrams to the
Department of State from the Secretary
of State or his delegation at interna-
tional conferences

SHAPE, Supreme Headquarters, Allied
Powers, Europe

Sitrep, Situation Report

SOMISA, Sociedad Mixta Siderurgia Ar-
gentina (Mixed Steel Company of Ar-
gentina)

S/P, Policy Planning Staff, Department of
State

SS, submarine

Stat., United States Statutes at Large

STICA, Servicio Tecnico Interamericano
Agricola (Inter-American Technical Ser-
vice for Agricultural Cooperation)

SUMOC, Superintendencia da Moeda e do
Credito (Superintendency of Money and
Credit), Brazil

TAC, Trade Agreement Committee

TC, technical cooperation

TCA, Technical Cooperation Administra-
tion

Tedul, series indicator for telegrams to
Secretary of State Dulles while away
from Washington

TIAS, Treaties and Other International
Acts Series

Tomur, series indicator for telegrams con-
cerning the Under Secretary of State for
Political Affairs (Murphy)

TPC, Trade Policy Committee

U, Office of the Under Secretary of State

U/MSC, Office of the Deputy Coordina-
tor for Mutual Security, Department of
State

UAR, United Arab Republic

UBD, Uruguayan political party

UCR, Union Civica Radical (Radical Civic
Union), Argentina

UCRI, Union Civica Radical Intransigente
(Intransigent Radical Civic Union), Ar-
gentina

UCRP, Union Civica Radical del Pueblo
(People’s Radical Civic Union), Argen-
tina

UDN, Uniao Democratica Nacional (Na-
tional Democratic Union), Brazilian po-
litical party

UFCO, United Fruit Company

UN, United Nations

UNEF, United Nations Emergency Force

UNESCO, United Nations Educational,
Scientific and Cultural Organization

UNGA, United Nations General Assem-
bly

UNICEF, United Nations International
Children’s Emergency Fund

UNO, Nicaraguan Opposition Union

UNTAA, United Nations Technical Assist-
ance Administration

UP, United Press

UPD, Democratic Patriotic Union, Domin-
ican exile organization

URD, Union Republicana Democratica (Re-
publican Democratic Union), Venezue-
lan political party

USARCARIB, United States Army, Carib-
bean

USAF, United States Air Force

USC, United States Code

USDel, United States Delegate (Delega-
tion)

USIA, United States Information Agency

USIB, United States Intelligence Board

USIS, United States Information Service

USMA, United States Miltiary Attaché
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USMC, United Staes Marine Corps

USOM, United States Operations Mission

USSR, Union of Soviet Socialist Republics

UST, United States Treaties and Other In-
ternational Agreements

UTE, Administracion General de las Usinas
Electrica y los Telefonos del Estado (Gen-
eral Administration of State Electric
Power and Telephone Services), Uru-
guay

VARIG, S.A. Empresa de Viacao Aerea Ri-
ograndense, Brazilian commercial airline

W, Office of the Deputy Under Secretary
of State for Economic Affairs until July
30, 1958; thereafter Under Secretary of
State for Economic Affairs

W/MSC, Office of the Special Assistant
for Mutual Security Coordination, De-
partment of State

WFTU, World Federation of Trade Work-
ers

WHO, World Health Organzation

WHO/PAHO, Pan American Health Or-
ganization, World Health Organization

WST, Office of West Coast Affairs, Bureau
of Inter-American Affairs, Department
of State

YPF, Yacimientos Petroliferos Fiscales (Na-
tional Petroleum Company), Argentina

YPFB, Yacimientos Petroliferos Fiscales Bo-
liviano (Bolivian National Petroleum
Corporation)
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Editor's Note: The identification of the persons in this list is generally limited to
circumstances and positions under reference in this volume. All titles and positions are
American unless there is an indication to the contrary. Where no dates are given, the
official held the position throughout the period covered by this volume.

Achilles, Theodore C., Ambassador to Peru until January 1960; Counselor of the
Department of State from March 1960

Acosta, Eduardo, Minister and Petroleum Counselor of the Venezuelan Embassy in the
United States, April 1958-January 1959

Adair, Charles W, Jr., Chief, Trade Agreements and Treaties Division, Office of Interna-
tional Trade, Department of State, until June 1958; Director, Office of International
Financial and Development Affairs, June 1958-October 1959; Deputy Assistant
Secretary of State for Economic Affairs from November 1959

Adams, Sherman, The Assistant to the President until November 1958

Alessandri Rodriguez, Jorge, President of Chile from November 3, 1958

Alkmin, José Maria, Brazilian Minister of Finance until June 1958

Allen, George V., Director of the United States Information Agency

Allende, Salvador, Marxist Chilean Senator

Anderson, Robert B., Secretary of the Treasury

Aramburu, Major General Pedro Eugenio, Provisional President of Argentina until
May 1, 1958

Arcaya Rivero, Ignacio Luis, Venezuelan Foreign Minister from February 13, 1959

Arey, Hawthorne, Director of the Export-Import Bank of Washington

Barnes, Robert G., Special Assistant to the Under Secretary of State for Mutual Security
Affairs until March 1958; Special Assistant for Mutual Security Coordination,
March 1958-July 1959

Batista y Zaldivar, Fulgencio, President of Cuba until January 1, 1959

Beaulac, Willard L., Ambassador to Argentina until August 1960

Bell, John O., Regional Director for Near East and South Asia Operations, International
Cooperation Administration, until December 1958; thereafter Special Assistant for
Mutual Security Coordination in the Office of the Under Secretary of State for
Economic Affairs

Beltrin Espantoso, Pedro G., Director of Peruvian newspaper La Prensa until July 20,
1959; thereafter Prime Minister, Minister of Finance, and Minister of Commerce

Benson, Ezra T,, Secretary of Agriculture

Berding, Andrew H., Assistant Secretary of State for Public Affairs

Bernau, Phyllis D., Personal Assistant to Secretary of State Dulles

Bernbaum, Maurice M., Director, Office of South American Affairs, Department of
State, until September 1958; Director, Office of East Coast Affairs, September
1958-April 1959; Counselor of the Embassy in Argentina, April 1959-October
1960; Ambassador to Ecuador from November 1960

Betancourt, Romulo, President of Venezuela from February 13, 1959

XXVII



XXVIII List of Persons

Black, Eugene R., President of the International Bank for Reconstruction and Develop-
ment

Boggs, Marion W,, Director of the National Security Council Secretariat until July 1959;
thereafter Deputy Executive Secretary of the National Security Council

Bonsal, Philip W,, Ambassador to Bolivia until February 1959; Ambassador to Cuba,
March 1959-October 1960

Boonstra, Clarence A., Deputy Director, Office of South American Affairs, Department
of State, June-September 1958; Deputy Director, Office of East Coast Affairs, Sep-
tember 1958-March 1959; thereafter Director

Brand, Vance, Director of the Export-Import Bank of Washington; also Director of the
Development Loan Fund from September 1959

Briggs, Ellis O., Ambassador to Brazil until May 1959

Briggs, William T, Office of South American Affairs, Department of State, until Sep-
tember 1958; Officer in Charge of Brazilian Affairs, Office of East Coast Affairs,
September 1958-March 1959; Deputy Director, Office of East Coast Affairs, March
1959-August 1960

Brucker, Wilber M., Secretary of the Army

Burke, Admiral Arleigh A., USN, Chief of Naval Operations

Burris, Philip H,, Policy Coordinator, Bureau of Public Affairs, Department of State,
until November 29, 1959; thereafter Director of the Policy Plans and Guidance Staff

Burrows, Charles R., Minister-Counselor of the Embassy in Venezuela until August
1960; also Consul-General, April 1958-August 1960; Ambassador to Honduras
from November 1960

Cabot, John M., Ambassador to Colombia until July 1959; Ambassador to Brazil from
July 1959

Calhoun, John A., Deputy Director, Executive Secretariat, Department of State, until
September 1958; Director, September 1958-September 1960

Castro Ruz, Fidel, Commander in Chief of the Cuban Armed Forces, January 2-Febru-
ary 15, 1959; Premier of Cuba from February 16, 1959

Chiari, Dr. Roberto E, President of Panama from October 1, 1960

Coerr, Wymberley D.R,, Counselor of the Embassy in Bolivia until October 1959;
Director, Office of West Coast Affairs, Department of State, October 1959-October
1960; thereafter Deputy Assistant Secretary of State for Inter-American Affairs

Conover, Harry, Deputy Director, Office of Inter-American Regional Economic Affairs,
Department of State, until May 1959; Counselor for Economic Affairs of the Em-
bassy in Argentina after September 1959

Coughran, Thomas B., Assistant Secretary of the Treasury for International Affairs until
1958; thereafter Assistant Secretary of the Treasury

Cumming, Hugh S, Jr., Director of Intelligence and Research, Department of State

Cutler, Robert, Special Assistant to the President for National Security Affairs until
January 1960; thereafter United States Executive Director of the Inter-American
Development Bank

De la Guardia, Ernesto, Jr., President of Panama until October 1, 1960

Devine, Frank J., Office of South American Affairs, Department of State, until March
1958; Staff Assistant, Bureau of Inter-American Affairs, March 1958-August 1960;
thereafter Special Assistant to the Assistant Secretary of State for Inter-American
Affairs

Dihigo, Ernesto, Cuban Ambassador to the United States, March 16, 1959-January 18,
1960

Dillon, C. Douglas, Deputy Under Secretary of State for Economic Affairs until June
1958; Under Secretary of State for Economic Affairs, July 1958-June 1959; thereaf-
ter Under Secretary of State
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Downs, Donald P., Counselor of the Embassy in El Salvador from June 1959

Dreier, John C., Acting Director, Office of Inter-American Regional Political Affairs,
Department of State, until January 1960; Representative to the Council of the
Organization of American States until November 12, 1960; Chairman, Inter-Ameri-
can Peace Committee, August 7, 1959-August 6, 1960

Drew, Gerald A., Ambassador to Haiti until July 1960

Dulles, Allen W,, Director of Central Intelligence

Dulles, John Foster, Secretary of State until April 22, 1959

Duvalier, Frangois, President of Haiti

Eaton, Samuel D., Second Secretary of the Embassy in Colombia after October 1959

Echandi Jimenez, Mario, President of Costa Rica from May 8, 1958

Eisenhower, Dwight D., President of the United States

Eisenhower, Major John S.D. (Lieutenant Colonel from May 1960), USA, Assistant
Staff Secretary to the President after October 20, 1958

Eisenhower, Milton S., member, President’s Advisory Committee on Government Or-
ganization; Personal Representative of the President with rank of Special Ambassa-
dor, July 12-August 1, 1958; member, National Advisory Committee for Inter-
American Affairs, from November 14, 1959

Falcon-Briceito, Marcos, Venezuelan Ambassador to the United States, August 14,
1958-November 11, 1960

Farland, Joseph S., Ambassador to the Dominican Republic until May 1960; Ambassa-
dor to Panama from August 1960

Figueres Ferrer, José, President of Costa Rica until May 8, 1958

FitzGerald, Dennis A., Deputy Director for Operations, International Cooperation Ad-
ministration

Frondizi, Arturo, President of Argentina from May 1, 1958

Gallo Porras, Luis, First Vice President of Peru; Prime Minister and Minister of Finance,
June 10, 1958-July 19, 1959

Gates, Thomas S., Jr., Secretary of the Navy until June 1959; Deputy Secretary of
Defense, June-December 1959; thereafter Secretary of Defense

Gleason, S. Everett, Deputy Executive Secretary of the National Security Council until
July 1959

Goodpaster, Brigadier General Andrew J., Jr., USA, Staff Secretary to the President

Gray, Cecil W,, Minister of the Embassy in Mexico until September 1959

Gray, Gordon, Director, Office of Defense Mobilization until July 1958; thereafter Spe-
cial Assistant to the President for National Security Affairs

Greene, Joseph N,, Jr., Special Assistant to the Secretary of State until December 1959

Guevara Serna, Major Ernesto (Che), Commander of La Cabaiia fortress in Cuba from
January 1959; head of Industrial Department, National Institute of Industrial Re-
form from 1959; President of the National Bank of Cuba from November 26, 1959

Hagerty, James C., Press Secretary to the President

Hanes, John W, Jr,, Deputy Assistant Secretary of State for International Organization
Affairs until January 1959; thereafter Administrator, Bureau of Security and Consu-
lar Affairs

Harley, Charles R., Chief of the Latin American Division, Office of International Fi-
nance, Department of the Treasury

Harr, Karl G,, Deputy Assistant Secretary of Defense for International Security Affairs
until March 1958; thereafter Special Assistant to the President and Vice Chairman
of the Operations Coordinating Board

Harrington, Julian F, Ambassador to Panama until July 1960; Special Assistant to the
Deputy Under Secretary of State for Administration from August 20, 1960
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Hartel, Brigadier General Frederick O., USA, Regional Director, Western Hemisphere,
Office of the Assistant Secretary of Defense for International Security Affairs from
1959

Hemba, Alton W, First Secretary of the Embassy in El Salvador until July 1959; Officer
in Charge of Brazilian Affairs, Office of East Coast Affairs, Department of State, July
1959-August 1960; thereafter Deputy Director, Office of East Coast Affairs

Henderson, Horace E., Office of the Deputy Under Secretary of State for Administra-
tion, June 1958-January 1959; thereafter Deputy Assistant Secretary of State for
International Organization Affairs

Henderson, Loy, Deputy Under Secretary of State for Administration

Herter, Christian A., Under Secretary of State until April 1959; thereafter Secretary of
State

Hill, John C,, Jr., Officer in Charge of River Plate Affairs, Office of East Coast Affairs,
Department of State, June-July 1958; Special Assistant to the Assistant Secretary of
State for Inter-American Affairs, July 1958-August 1960

Hill, Robert C., Ambassador to Mexico until December 1960

Hoegh, Leo A., Administrator of the Federal Civil Defense Administration until July
1958; thereafter Director of the Office of Civil and Defense Mobilization

Howe, Fisher, Director of the Executive Secretariat, Department of State, until October
1958

Hoyt, Henry A., Special Assistant to the Assistant Secretary of State for Inter-American
Affairs until August 1958; Counselor of the Embassy in Uruguay, August 1958-No-
vember 1960; thereafter Counselor of the Embassy in Argentina

Ibéafiez del Campo, General Carlos, President of Chile until November 3, 1958

Ingersoll, John J., Office of South American Affairs, Department of State, until Septem-
ber 1958; Office of East Coast Affairs, September 1958-August 1959; thereafter
Officer in Charge of Venezuelan Affairs

Irwin, John N,, II, Deputy Assistant Secretary of Defense for International Security
Affairs until September 1958; thereafter Assistant Secretary of Defense for Interna-
tional Security Affairs

James, A.G., Reports and Operations Staff of the Executive Secretariat, Department of
State, until November 1959; Technical Staff Officer, Delegation at the Fifth Meeting
of Consultation of Minister of Foreign Affairs at Santiago, August 12-18, 1959

Jamison, Edward A., Counselor-Consul of the Embassy in Costa Rica until February
1959; Counselor of the Embassy in Guatemala, February 1959-January 1960; there-
after Director of the Office of Inter-American Regional Political Affairs, Department
of State

Johnson, Lyndon B., Democratic Senator from Texas; Senate Majority Leader

Johnson, Robert H., member, Special Staff, National Security Council, until 1959;
Director, Planning Board Secretariat, National Security Council, from 1959

Kalijarvi, Thorsten V., Ambassador to El Salvador until December 18, 1960

Krebs, Max V., Special Assistant to the Under Secretary of State until June 1959;
thereafter Special Assistant to the Secretary of State

Krieg, William L., Deputy Director and Officer in Charge of Puerto Rican Affairs, Office
of Inter-American Regional Political Affairs, Department of State, until June 1958;
Counselor of the Embassy in Chile from July 27, 1958

Kubitschek de Oliviera, Dr. Juscelino, President of Brazil

Lafer, Horacio, Brazilian Foreign Minister from August 4, 1959
Lay, James S,, Jr., Executive Secretary of the National Security Council
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Leggett, Herbert B., Officer in Charge of Central American and Panamanian Affairs,
Office of Middle American Affairs, Department of State, until September 1958;
Deputy Director, Office of Central American and Panamanian Affairs, September
1958-August 1959

Lemus, Lieutenant Colonel Jose Maria, President of El Salvador until October 26, 1960

Lightner, E. Allan, Jr., Deputy Assistant Secretary of State for Public Affairs until June
1959

Litsey, Weldon, Office of Inter-American Regional Economic Affairs, Department of
State, until August 1959; thereafter First Secretary of the Embassy in Argentina

Little, Edward S., Officer in Charge of Caribbean Affairs, Bureau of Inter-American
Affairs, Department of State, until September 1958; Deputy Director, Office of
Caribbean and Mexican Affairs, September 1958-September 1959; thereafter Coun-
selor of the Embassy in Ecuador

Lleras Camargo, Alberto, President of Colombia from August 7, 1958

Lopes, Lucas, President of the Brazilian National Bank for Economic Development until
June 1958; Minister of Finance, June 1958-June 1959
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GENERAL UNITED STATES POLICY TOWARD
LATIN AMERICA'

1. Editorial Note

On May 9, the Board Assistants of the Operations Coordinating
Board (OCB) reviewed a draft “Report on Latin America (NSC 5613/
1),”” dated April 30, prepared by the OCB’s Working Group on Latin
America. Suggested changes were incorporated into a revised draft,
submitted to the OCB under date of May 12. (Record of Actions at
Board Assistants’ Meeting, May 12; Department of State, S/S-OCB
Files: Lot 62 D 430)

The Operations Coordinating Board discussed the draft report at a
formal meeting on May 21, and took the following actions. First, it
revised the draft in light of recent developments in Latin America,
particularly Vice President Richard M. Nixon’s trip to South America,
April 27-May 15, and concurred in its transmission to the National
Security Council (NSC), with the understanding that the NSC’s Execu-
tive Secretary, James S. Lay, Jr., would arrange with appropriate agen-
cies for the “further revision of the paper in accordance with the
Board’s general agreement.” Second, it agreed to recommend NSC
review of NSC 5613/1, because of difficulties encountered in the
implementation of the policy, the impact of possible Congressional
actions pursuant to the Vice President’s trip, and such recommenda-
tions that he might make. Third, it concurred in a Treasury request to
retain more precisely defined split decisions in the report, if such
decisions were not readily eliminated during the course of further
revision. Finally, it noted that the split decision in the draft report
concerning basic commodity problems already had been eliminated by
recent action of the Council on Foreign Economic Policy (CFEP), au-
thorizing the Department of State, as an exception to established pol-
icy, to participate in discussion of an international coffee agreement.
(Minutes of OCB Meeting, approved May 28; ibid.)

NSC 5613/1, “U.S. Policy Toward Latin America,” was approved
by President Dwight D. Eisenhower on September 25, 1956; for text,
see Foreign Relations, 1955-1957, vol. VI, page 119.

! Continued from Foreign Relations, 1955-1957, volumes vi and vii. For documenta-
tion on U.S. relations with Cuba, see volume vi.
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2. Report From the Operations Coordinating Board to the
National Security Council’

Washington, May 21, 1958.
REPORT ON LATIN AMERICA (NSC 5613/1, September 25, 1956)
(Period Covered: September 12, 1957 through May 21, 1958)

A. Summary Evaluation

1. Despite encouraging® developments in several countries lead-
ing to more representative forms of government, continuing political
instability and intensified economic problems in most of Latin America
(which were reflected in the Vice President’s recent trip to South
America—See Annex C)? have overshadowed other progress in the
political field and have led to increased social unrest. These adverse
factors, coupled with increased Soviet Bloc attention to the area, call
for prompt effective action to help solve some of the economic prob-
lems and to give greater political and psychological emphasis to U.S.
policy in the area.

2. During the period, the principal factors deterring more substan-
tial progress were: a sustained and widespread decline in markets and
prices for basic export commodities deriving in part from the slacken-
ing of business activity in the United States; reduction in the foreign
exchange holdings in most countries; the continued danger (and the
imposition in certain cases) of U.S. restrictions on imports from Latin
America; the failure of some Latin American governments to put their
own economic and political houses in order; an increase in the propa-
ganda and activities of the Soviet Bloc and local communist groups
following the sputnik launchings; the failure of most countries effec-
tively to curb communist activities; an intensification of ultra-national-

! Source: Department of State, S/P-NSC Files: Lot 62 D 1, NSC 5613 Series. Secret.
Transmitted to the NSC under cover of a June 3 memorandum from OCB Executive
Officer Elmer B. Staats to NSC Executive Secretary Lay. The memorandum states that
NSC 5613/1 was “consistent with National Security Policy (NSC 5810/1) except that
Paragraph 6.g. of the latter policy clarifies Paragraph 15.d. of NSC 5613 /1.”

Paragraph 15.d. of NSC 5613/1 reads as follows: “‘Reduce and eventually eliminate
Soviet bloc and Communist influence in the area.”

Paragraph 6.g. of NSC 5810/1, “Basic National Security Policy,” approved by
President Eisenhower on May 5, 1958, reads as follows: “To destroy or neutralize the
international Communist apparatus in the Free World.”

? As approved on May 21, this word read “increasing”, but on June 16, at the
request of the OCB, it was revised to read “encouraging.” (Memorandum by Lay, June
16; ibid., S/S-NSC Files: Lot 63 D 351, NSC 5432—Memoranda)

* Not printed. Regarding the Vice President’s trip, see Documents 42 ff.
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ist, anti-U.S. sentiment; and the increased political instability in some
countries, notably Venezuela, arising principally from efforts to
achieve representative governments.

3. On the positive side strong Latin American support for major
U.S. and Free World policies continued. Bilateral relations with the
various American Republics were genuinely friendly, and increased
multilateral cooperation was achieved through expansion of the activi-
ties of the Organization of American States (OAS). Improved cultural,
technical cooperation and labor programs, utilizing local resources and
working through national institutions, helped offset anti-U.S. criticism
by ultra-nationalists and others. The value of U.S. private direct in-
vestment is expanding by $1 billion per year. Export-Import and IBRD
loans continue to be a significant factor in Latin American develop-
ment. U.S. trade with Latin America amounting to $8 billion in 1957
was greater than with any other area in the world except Western
Europe. The communists remained incapable of seizing power in any
country through their own means.

4. The Board recommends that the Council review NSC 5613/1 in
the light of this Report and the intensification of problems noted
herein, the impact of possible Congressional actions, such recommen-
dations as the Vice President may make in connection with his recent
trip to South America, and the difficulties which have been encoun-
tered in the implementation of policy as set forth in Para. 24.*

B. Major Operating Problems or Difficulties Facing the United States
5. Political

a. Political Instability. A vital factor limiting progress and long-
range economic planning was the political instability which continued
to plague the area. Economic deterioration in the area has, in turn,
aggravated political instability in countries such as Brazil, Chile, Co-
lombia, and Peru. Even in those countries which made substantial
advances toward more represeritative government (Argentina, Colom-
bia, and Venezuela) political instability, intrigue and turmoil at times
were heightened rather than diminished. Civil strife in Cuba, Colom-
bia, Haiti, and Paraguay further emphasized that the achievement of
political stability in Latin America remains a long-range goal toward
which the United States must continue to direct its policies and efforts.

b. Difficulties in Adhering to the Policy of Non-Intervention.

(1) Charge that U.S. Supports Dictatorships. Despite continued strict
adherence by the United States to its policy of non-intervention in the
internal affairs of Latin American countries, there were increased un-

* Paragraph 24 of NSC 5613/1 relates to the extension of soft dollar loans and the
provision of grant economic assistance to resolve emergency situations affecting U.S.
interests in countries where the local government’s resources were inadequate.
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founded charges during the period that the United States was support-
ing dictatorships. The cumulative effect of the overthrow or termina-
tion of dictatorial regimes in Argentina, Colombia, Haiti, and Peru in
recent years, and particularly the overthrow of Perez Jimenez in Vene-
zuela in January, has generated a particularly strong wave of anti-
dictatorial feeling in the hemisphere and intensified criticism of U.S.
non-intervention policies. The tense situation in Cuba was used as the
principal example by anti-Batista and liberal groups in the U.S. Con-
gress, press and general public to attempt to prove the charge of U.S.
support for dictatorships. Statements by U.S. Government spokesmen
praising steps taken in Latin America toward democracy only slightly
mollified these groups, many of whom advocate the abandonment of
the policy on non-intervention insofar as the dictators are concerned.
Yielding to these great pressures would, of course, place in jeopardy
one of the cardinal doctrines of our inter-American relations—non-
interference in the internal affairs of other countries.

(2) Arms Shipments. Related to the foregoing is the question of
shipment of arms to countries involved in internal strife—particularly
those having dictatorial regimes. Again, Cuba is the principal case in
point. Anti-Batista forces call for a complete embargo on arms ship-
ments to the Cuban Government—despite our bilateral military agree-
ments. The Cuban Government counters with the assertion that these
arms had been purchased or promised before the present situation and
that their denial has an important bearing on the constituted govern-
ment’s ability to maintain internal security and to protect the lives of
Americans and American property. The United States has called to the
attention of the Cuban Government restrictions against the use of
MAP grant equipment against rebel forces without obtaining United
States concurrence in their use and has suspended temporarily a ship-
ment of rifles because of the existent tension in Cuba. It has also taken
action to stop clandestine arms shipments destined for the rebel forces.

(3) U.S. Advice and Direction. A continuing difficult problem faced
by U.S. representatives in the field is the necessity for affording
friendly advice to Latin American governments on important problems
without incurring charges on intervention. The effective implementa-
tion of economic stabilization programs in several countries and the
efforts of the United States to encourage Latin American governments
to take salutary political and economic measures, for instance, call for
careful discreet action by U.S. officials.

c. Problems of Ultra-Nationalism. Agitation by ultra-nationalist
groups, particularly in Brazil and Argentina, has helped encourage
adoption or continuance of protectionist policies which hinder eco-
nomic development in several of the countries, e.g., state oil monopo-
lies. This ultra-nationalist agitation has become more serious because
of the strong anti-U.S. themes developed, and because the commu-
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nists have been able to align themselves with ultra-nationalist groups
and encourage or direct their programs into a ““Yankeephobia” line. In
so doing, the communists have been able in many cases to pose as
local patriots. Opportunities still exist for the United States to develop
an effective program to prevent these nationalist feelings in Latin
America from becoming the focus of anti-U.S. fervor which they are in
certain other underdeveloped countries of the world.

d. Latin American Complaint of Neglect of the Area. Many Latin
Americans continue to feel that the area is being neglected or taken for
granted by the United States. They point with resentment to the dis-
proportionately small share of our total foreign economic and military
assistance which Latin America has received and they tend to use
these as a measure of our respect and consideration for them. These
charges and complaints are highlighted by the economic difficulties
now being experienced by Latin America and there have been indica-
tions that some Latin Americans believe the solution is to seek help
from other sources, including the Soviet Bloc. Latin Americans charge
that the United States accepts their solidarity and help in the United
Nations and elsewhere but gives little recognition to this solidarity in
considering Latin American problems. Failure adequately to dispel it
through effective courses of action could have important repercussions
on United States-Latin American relations and cooperation.

e. Impediments to the Free Trade Union Movement. The free trade
unions in Latin America lack resources and capable leadership to carry
on the educational, training and publicity activity necessary to effec-
tively meet the communist challenge or to efficiently represent the
interests of workers with employers and governments. International
free trade union organizations do not have the means fully to supply
the deficiency, even if available means were applied more efficiently.
Workers are still generally unaware of the methods, implications and
purposes of communism; in many cases they regard communists
merely as fellow workers. Indeed they often consider communist
workers or labor leaders as even more dedicated to the interests of
labor than other workers or labor leaders. Legitimate trade unions are
obstructed by efforts of political parties to utilize them for political
ends and by management attitudes resisting modern concepts of em-
ployee representation and consultation. Frictions between the Interna-
tional Confederation of Free Trade Unions (ICFTU) and its regional
organization, ORIT, particularly those deriving from the tendency of
the ICFTU to seek to over-centralize direction of its labor activities in
Latin America, handicapped their effectiveness in the area.
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f. Industrial Relations. Aside from economic conditions unfavor-
able to workers, industrial relations are aggravated by the scarcity of
managerial and administrative skills, lack of advanced personnel prac-
tices, the deficiency of capable and responsible trade union leadership,
and the agitation of communist elements.

g. Communism and Relations With the Soviet Bloc.

(1) Increased Soviet and Communist Political, Propaganda and Cul-
tural Activities. As a result of developments generally favorable to
Latin American communists during 1957 and early 1958—Soviet sput-
niks, ’ Latin American economic difficulties and preparations in several
countries for national elections—overt Soviet-communist political and
propaganda activity increased in parts of the area.® Emphasis on ultra-
nationalist and anti-U.S. themes, accelerated cultural exchange pro-
grams and an increased use of national liberation front tactics and
alliances were noted. The communist propaganda efforts were de-
signed to make the USSR appear to be dynamic and positive in con-
trast to an allegedly static, negative U.S. position. Increased and more
intelligent efforts to play on local themes were evident, and intensified
efforts of local communists to infiltrate and control labor organizations
were important. Efforts to gain acceptability and legality for local
communists increased and were particularly important in Brazil and
Venezuela. In the latter country the Communist Party is emphasizing
its part in the recent revolution and its cooperation with the incumbent
government as well as the other political parties, and has increased its
efforts in the government, in labor organizations, in the university,
and in the press. The establishment of economic and diplomatic rela-
tions with the Soviet Bloc was a favorite communist propaganda
theme. In addition, the continued overt and covert activities of Soviet
Bloc missions were intensified, particularly in Mexico, Argentina, and
Uruguay, where there are Russian missions. Details concerning these
efforts are included in Annex B.”

(2) Intensified Soviet Efforts to Increase Trade Relationships. Cou-
pled with the foregoing has been a highly publicized increased effort
on the part of the Soviet Bloc to expand trade relations with Latin
America. While Soviet Bloc trade constitutes less than two per cent of
total Latin American foreign trade, it is evident that the Soviets hope
to take advantage of Latin American economic difficulties to gain

* Reference is to the launching of earth satellites by the Soviet Union on October 4,
1957 (Sputnik I) and November 3, 1957 (Sputnik II), ostensibly in connection with the
Soviet Union'’s participation in the International Geophysical Year (IGY), 1957-1958.

* On March 14, Director of Central Intelligence Allen W. Dulles sent a report on the
subject ““Soviet Bloc Efforts at Penetration of Latin America” to the White House, under
cover of a memorandum to Brigadier General Andrew J. Goodpaster, White House Staff
Secretary. A copy of the memorandum and attached report, both dated March 14, is in
the Eisenhower Library, Staff Secretary Records.

7 Not printed.
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greater entree into Latin America and at the same time to press anti-
U.S. themes. The Soviets have made it plain that their offers of trade
are closely connected with the question of the resumption of diplo-
matic relations. To date, most of the rumored trade offers have not
materialized into concrete agreements and their greatest effect has
been in the propaganda field. Nevertheless, there is no doubt the
Soviets are concentrating more attention on Latin America and will be
increasingly alert to take advantage of any mis-step by the United
States or difference of opinion between the United States and its Latin
American neighbors.

(3) East-West Trade. Many Latin American countries continued
their small participation in Soviet Bloc-Latin American trade; i.e., prin-
cipally Argentina, Brazil, Cuba, Uruguay, and to a lesser extent Chile,
Colombia, Mexico, Peru, and Venezuela. In order to push exports of
products not readily disposable to Free World countries because of the
existence of surpluses or price differentials, these countries increased
somewhat the percentage of their total export sales in 1957 which
went to the Soviet Bloc countries. On the other hand, lack of availabil-
ity of suitable merchandise in the Bloc countries resulted in a decrease
of percentage of total Latin American imports originating in the Bloc.

(4) Impact of Expanding Soviet-U.S. Cultural Relations on Latin
America. This is one of the most important developing problems and
one which will necessitate further close consideration by the United
States. In the past, most Latin American countries have had only
limited cultural contact with the Soviet Bloc and most interchange has
consisted of the travel of known communists or pro-communists be-
hind the Iron Curtain. Recently there have been increased approaches
by the Soviet Bloc for travel of cultural groups to Latin America. In line
with the Caracas Resolution on Communism, the United States has
furnished information on communists to the Latin American govern-
ments and has urged these governments to restrict cultural and other
types of exchanges. The recently concluded U.S.-Soviet cultural agree-
ment will, however, make it increasingly difficult to request the Latin
Americans to refrain from accepting the visits of Soviet Bloc groups
and may even make it counter-productive in certain cases for the
United States to approach the Latin American governments.

The expected increase in this type of contact between Latin
America and the Soviet Bloc will provide the latter with more opportu-
nities for infiltration, subversion, propaganda and other activities det-
rimental to United States activities in Latin America. It will be neces-
sary for the United States to develop programs and policies to offset
the increased Soviet influence which can be expected in the cultural
field. Failure of the United States to take appropriate measures and to
develop effective courses of action could certainly prejudice the United
States position in Latin America.
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h. Overseas Internal Security Program (OISP). The concept for Over-
seas Internal Security Programs is to develop the capabilities of inter-
nal security forces and agencies to enable them to counter communist
subversion. The problem arises as to whether public safety programs
in Latin America may be initiated where the immediate threat derives
from ultra-nationalism or political and economic instability in the ab-
sence of any immediate threat from communist subversion.

6. Military

During the period covered by this report, military policy devel-
oped to implement U.S. policy towards Latin America has been fully
disseminated to U.S. field representatives to provide the necessary
guidance to place current and future U.S. military programs in the
Latin American area in consonance with national policy and objec-
tives. However, because of the generally restrictive guidance contained
in current national policy compared to that contained in previous
national policy, it will require the continuing efforts of U.S. agencies
and representatives at all levels to gain the acceptance and under-
standing of the Latin American countries for the reduced active mili-
tary role that they will be expected to have in defense of the western
hemisphere in accordance with current U.S. strategic concepts. On
November 8, 1957 the OCB concurred in a special report on the
interpretation of military assistance policy toward Latin America. ®

a. Obtaining Military Rights in the Latin America Area. The year-old
military discussions with Brazil arising out of the Fernando de
Noronha Agreement® have reached the counter-proposal stage. Brazil
has requested a list of military equipment valued at $600 million as a
quid pro quo for the establishment of a U.S. missile tracking station on
the Brazilian island of Fernando de Noronha. The Departments of
State and Defense are currently considering a counter-proposal involv-
ing military assistance, primarily equipment, valued at $ 10 of
which a substantial amount would be matériel excess to U.S. service
and MAP needs. If this proposal is adopted by the United States and
negotiated with the Brazilians it would probably be implemented
through the provision of $15 million of equipment in FY 1959 with the
balance to be made available in the next two or three years. At such
time as a U.S. position is developed on this matter, the procedure will
be to have the Chairman, U.S. Delegation, Joint Brazil-United States

* This special report is presumably the paper entitled “U.S. Military Planning Guid-
ance—Latin America,” prepared by the Joint Chiefs of Staff in mid-1957; for documen-
tation on the subject, see Foreign Relations, 1955-1957, vol. vi, pp. 213 ff.

* Reference is to the “Agreement for establishment of a guided missile facility on
Island of Fernando de Noronha,” effected by an exchange of notes at Rio de Janeiro,
January 21, 1957. For text, see 8 UST (pt. 1) 87.

' No figure is provided in the source text.
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Defense Commission (JBUSDC) proffer the list to the Brazilian Delega-
tion in expectation of providing mutual settlement of Article 6 of the
Noronha Agreement. With respect to U.S. desires for military rights in
Mexico, the long-awaited agreement from the Mexicans for an early
Joint Mexican-United States Defense Commission (JMUSDC) meeting
to revise the Mexico-United States Emergency Defense Plan'' has
only reached the stage of discussing an agenda. The United States has
a continuing requirement for rights to over-fly Mexican territory in
connection with U.S. air defense operations.

b. Latin American Interest in Excessive Military Equipment. It is the
general policy of the United States not to provide Latin American
countries with military equipment, through either grant or sale pro-
grams, which is not suited to the objectives envisaged in U.S. national
policy and current strategic concepts. Despite U.S. efforts to discourage
Latin American countries from excessive military equipment
purchases, it can be expected that their desires for such equipment will
continue as will their procurement from non-U.S. sources, principally
Western Europe.

c. Inter-American Military Relations. An increasing problem is re-
sistance of Latin American Republics to suggestions that they tailor
their military forces to roles and missions of maintaining internal
security and territorial integrity with minimal military equipment best
suited to these tasks. There is a further problem of assuring that the
savings resulting from the elimination of unnecessary military expen-
ditures will be diverted to economic development. The dominant posi-
tion the military occupies in political matters in their respective coun-
tries not only makes the foregoing problems difficult of solution, but
makes the maintenance of good relations with them a problem in
itself.

7. Economic

a. Problems of Financing of Economic Development.

(1) Financing Dollar Costs with U.S. Assistance. Most of the Latin
American countries have generally been able to obtain Eximbank,
IBRD, or IFC financing for the dollar costs of sound development
projects. Some countries, however, notably Bolivia, Haiti, and Para-
guay, have exhausted or nearly exhausted their current dollar debt
servicing capacity. Such countries are characteristically those with the
lowest levels of economic development in the area. Despite the fact
that existing institutions have financed the dollar costs of some
projects in the following categories, consideration is being given to the
need for loans for dollar costs connected with municipal water supply
and sanitary installations, rural electrification, scientific and technical

" Not printed.
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schools and colleges, hospitals and health centers. This is one of the
problems that will be considered in the review of Para. 24 of NSC
5613 /1. The Development Loan Fund (DLF), '* which among its other
powers, can make loans for dollar costs on a local currency repayment
basis, provides a means for meeting these problems in appropriate
cases.

(2) Financing Local Development Costs With U.S. Assistance. There
is a scarcity of funds in most of Latin America available for medium or
long-term local currency development loans at reasonable rates to
cover local costs of projects in the private and public sectors. In the
public sector this applies to projects not ordinarily financed by private
or government lending institutions such as farm-to-market or feeder
roads, municipal water supply and sanitary installations, rural electrifi-
cation, scientific and technical schools and colleges, hospital and
health centers. Local currency generated by PL 480 ' sales has made
and is expected to continue to make a useful contribution in regard to
local currency financing of development projects in both the private
and public sectors. However, the supply of such funds is limited and
there are no PL 480 programs in many of the countries. In those few
countries where Special Assistance programs prevail, local currency
generated thereby can also help finance development. The DLF has
approved two loans to help cover local currency costs of projects in
Paraguay and Honduras.

b. Congressional Appropriations Limitations. During the first ten
years of the existence of the Institute of Inter-American Affairs
(1942-1952) it was possible to carry over funds from one year to
another for the Latin American Technical Cooperation program, and
for the Institute to adjust allocations between countries and projects in
carrying out the program. As a consequence there was a flexibility in
the utilization of the funds and it was possible to plan projects with
the host governments on longer than a one-year basis. At present the
amount of the funds made available for the Latin American program is
reduced in an amount equivalent to those carried over from the previ-
ous year. In these circumstances, the inability to obtain Congressional
authorization and appropriation beyond a one-year basis deprives the

2 The Development Loan Fund was established pursuant to a provision in the
Mutual Security Act of 1957 as part of the International Cooperation Administration, to
assist free peoples abroad to develop their economic resources and to increase their
productive capacities. Its responsibilities were carried out subject to the foreign policy
guidance of the Secretary of State. The Under Secretary of State for Economic Affairs
served as Chairman of the Board of Directors of the DLE For text of the Mutual Security
Act of 1957 (Public Law 85-141), enacted August 14, 1957, see 71 Stat. 355.

13 Reference is to the Agricultural Trade Development and Assistance Act of 1954,
enacted July 10, 1954; for text, see 68 Stat. 454.
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region of the flexibility previously enjoyed both in respect to longer
range planning with the host governments and in utilization of the
funds.

c. Scarcity of Skilled Human Resources. Scarcity of managerial and
administrative personnel, as well as technicians, scientists, economists,
researchers, teachers and engineers, exists because of the lack of busi-
ness and public administration schools and education training facilities
in the scientific and financial fields. This impedes economic develop-
ment in both the private and public sectors and results in frustrations
and resentments which give rise to excessive nationalism in many
countries.

d. Economic Development Problems.

(1) Diversification. In countries whose economies are based on one
or two commodities (i.e., Bolivia, tin; Brazil and Colombia, coffee;
Chile, copper and nitrate; etc.), sudden or violent fluctuations in the
demand or prices for these commodities bring about difficult economic
situations. While steps to diversify the economy of these countries
have been taken, diversification is a long-term problem affecting most
of the area.

(2) Basic Commodity Problems. During the period under review
rising production combined with a decline in prices and/or sales of
most of Latin America’s basic export products, i.e., sugar, coffee, fibers
and minerals, has accentuated the economic problems of the area. The
decline in mineral prices reflects in part a reduction in the U.S. stock-
piling program and the slackening of business activity in the United
States. Prices of minerals and other industrial raw materials may be
expected to improve when economic activity in the United States
resumes its normal growth. Coffee prices, on the other hand, are likely
to continue downward since supplies in prospect over the next five
years greatly exceed world requirements. In view of its long produc-
tion cycle and the relatively inelastic short run demand for coffee,
producing countries feel that they are faced with the alternatives of: (1)
a sharp drop in coffee prices and decline in foreign exchange receipts;
or (2) limiting exports to maximize dollar receipts and assuming the
heavy financial burden of stockpiling surpluses. Any long term solu-
tion to the coffee problem must take account of the fact that at current
prices world production of coffee is being stimulated beyond existing
demand. Latin American countries have urged the negotiation of inter-
national commodity agreements in certain basic products as a means
of stabilizing raw material prices. The United States has usually op-
posed this approach as at best offering only a temporary solution
while limiting the function of the free market. The U.S. does, however,
participate in the International Sugar Agreement'* and the Interna-

" For text, see 6 UST (pt. 1) 203.
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tional Wheat Agreement'> where important U.S. producing interests
are involved. Since coffee accounts for almost twenty-three per cent of
the total value of exports from Latin America and economic problem
of this magnitude has serious political implications for U.S. relations
with the area, the State Department has been authorized by the CFEP
to participate in an international coffee study group and, as an excep-
tion to general policy, to discuss an international coffee agreement if
proposed by another member of the group, provided that it does not
imply either directly or indirectly that the United States would either
participate in or assist in policing such an agreement.'® As regards
metals, the recent proposal of the Secretary of the Interior to subsidize
domestic production of certain metals as an alternative to increasing
restrictions on imports received some favorable comment in Latin
America, but there were also expressions of fear that this may stimu-
late U.S. production and further reduce world prices.

(3) Foreign Private Development of Petroleum Resources. The resist-
ance of certain countries, such as Argentina and Brazil, to admitting
foreign capital in the development of the petroleum industry is an-
other important problem. These countries have neither the capital nor
the know-how to develop their petroleum resources at a rate which
would keep pace with their increasing needs for petroleum products.
They are, therefore, forced to allocate a very large portion of their
dollar exchange for imports of petroleum in its various forms. If for-
eign interests were admitted to the full development of the oil re-
sources, not only would savings in foreign exchange be effected, but
the receipts from investments and from eventual exports of petroleum
would produce additional foreign exchange for other needed imports.
In view of the importance of the problem and because of the varied
statements made by Frondizi, there is considerable interest and specu-
lation as to the policy with respect to the development of petroleum
resources which the new Argentine government will adopt. The Sovi-
ets are known to desire to exploit against the United States this prob-
lem of petroleum policy.

(4) Foreign Investment Climate. Notwithstanding the fact that U.S.
private investment in Latin America is greater than in any other area,
economic development has been retarded in certain countries where
the climate is such as to discourage foreign private investment because
of (a) unstable political conditions; (b) restrictive regulations governing
the entry of foreign capital; (c) unreasonable impediments to remit-

'* For text, see 7 UST (pt. 3) 3275.

' Reference is to CFEP 569, an action taken by the Council at its meeting on May
20, 1958. The minutes of the meeting and the record of action are in the Eisenhower
Library, CFEP Records.
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tance of profits and repatriation of capital; and (d) pressures of various
kinds on foreign investments in order to force sale to domestic private
or Government enterprises.

e. Trade and Commercial Problems.

(1) Import Restrictions. Increased restrictions have been imposed
on trade within the area and further restrictions are in prospect. The
United States is considering proposals which would increase restric-
tions on imports of commodities important to the Latin American
countries such as copper, lead, zinc, petroleum and tung oil. The
outcome of the Administration’s bill for the renewal of the Trade
Agreements Act remains uncertain. On the Latin American side a
number of countries have taken restrictive action in the form of higher
duties, increased import restrictions and tighter exchange controls.
Frequently these measures are designed to check the tendency toward
higher imports generated by internal inflation. In some cases they are
intended to protect domestic industry, reduce balance of payments
difficulties and produce more government revenue.

(2) Other Limitations Affecting Trade. U.S. export trade to Latin
America continues to be confronted by a number of adverse factors,
such as (a) limitations on the freedom of the exporter in placing insur-
ance on goods shipped to Latin America where he chooses (i.e., Ar-
gentina, Colombia, Cuba, Mexico, etc.); (b) legal difficulties in connec-
tion with the termination of services of agents or legal representatives
(i.e., Cuba, the Dominican Republic); (c) extremely detailed and exact-
ing requirements for documentation of shipments, and penalties for
infractions thereof (Argentina, Brazil, Colombia, Cuba, Ecuador, etc.).
The early completion of the Inter-American Highway will accentuate a
problem regarding commercial use of this highway, arising from legal
provisions in Mexico requiring trucking and bus firms to be composed
of native-born Mexicans.

[Here follows a list of the Attachments. A Financial Annex and
Pipeline Analysis are not printed.]

Annex A

ADDITIONAL MAJOR DEVELOPMENTS

8. Increased Communist Activities. There were increased commu-
nist activities throughout the area during the period. A conference of
northern communists was held in Mexico in March; an increased num-
ber of Latin Americans attended conferences behind the Iron Curtain
during the period; and there were increased offers of Soviet bloc trade.
A meeting of Latin American communists in Moscow during the 40th
Anniversary Celebration stressed the need for increased coordination
of communist activities within Latin America. The surfacing of Brazil-
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ian communist leader Luis Carlos Prestes after a court charge against
him was revoked spurred communist political activity in Brazil. A
Uruguayan trial purchase of crude oil from the Soviets and a Soviet
offer to take an increased amount of wool tops directly from Uruguay
were among the commercial agreements concluded. An increasing
number of cultural visits from the bloc, the proposed visit of ten Soviet
journalists to Latin America and the high-ranking delegations sent by
the Soviet bloc to the Frondizi inauguration '” were further evidence of
increased USSR attention to the area.

9. Soviet Bloc Diplomatic Relations. No country in the area resumed
diplomatic relations with the Soviet bloc during the period, although a
Rumanian Legation was opened in Uruguay and a third Polish Consu-
late in Brazil in the last half of 1957. On the other hand, the govern-
ments of Ecuador and Peru expelled Czechoslovakian diplomats from
their countries, and Peru actually broke diplomatic relations. Both
Ecuador and Peru gave as reasons the interference in domestic affairs
by the Czechoslovakian diplomats.

10. Copper, Lead and Zinc. The Secretary of Interior '® presented a
five-year Domestic Minerals Stabilization Plan, with the President’s
endorsement, intended as a substitute for proposals before the Admin-
istration for increasing barriers to importation of these minerals, which
had been severely criticized in Latin America as a departure from U.S.
liberal trade policy. He indicated the plan would shortly be introduced
in Congress. Initial response to the proposal in Latin America was
favorable in many countries; in others it met with serious misgivings.

11. Development Loan Fund. The first loans for Latin America by
the Development Loan Fund (DLF) were authorized during the period.
These were for road construction of $2.5 million in Paraguay and $5.0
million in Honduras.

12. Engineer Construction Unit Program. Engineer construction
units are in process of being trained and equipped in Bolivia and
Honduras culminating an effort over a period of three years to launch
a program under which the Latin American military forces actively
participate in projects contributing to economic development. These
units are being trained in the use of civilian type construction equip-
ment which is supplied under the program. They engage in public
works projects of the host government such as roads, bridges, sewage,
irrigation, rural electrification, airports, river navigation and port de-
velopment.

Under the Technical Cooperation Program a number of related
activities are being carried on. Units of the Paraguayan Army engaged
in road building and maintenance are being assisted by a U.S. high-

' Arturo Frondizi was inaugurated President of Argentina on May 1.
'* Fred A. Seaton.
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way engineer and are being provided technical advice and demonstra-
tion equipment. An agricultural experimental project renders advice to
military units in El Salvador. The U.S. Army Mission has been re-
quested to submit recommendations for the organization of an engi-
neer construction unit from Salvadoran Army personnel. A project has
been included in the Guatemalan program for FY 1958 which provides
for agricultural and vocational training of army recruits.

Costa Rica and Mexico have expressed interest in engineer con-
struction units under the President’s program to help Latin American
countries use their military forces for the construction of useful public
works projects.

14. [sic] Financial Reform. The United States, in cooperation with
the International Monetary Fund (IMF) and with private U.S. banks in
some countries, entered into, or extended, financial arrangements with
Bolivia, Chile, Nicaragua, Paraguay and Peru in support of efforts by
these countries to achieve internal financial stability and balance of
payments equilibrium. Colombia adopted various internal and exter-
nal reform measures in the financial field and received assistance from
IMF, Exim Bank and various commercial banks in connection with
arrangements for consolidating its external commercial debt. Discus-
sions are now being held with Brazil and Haiti regarding financial
reforms. Latin American countries are increasingly utilizing the re-
sources of the IMF to deal with temporary swings in their external
payments positions.

15. Training. In the increased emphasis that is being placed on
training of nationals within their own countries, important steps have
been taken to build up local institutions, to assist local nationals in
attending these institutions and to employ qualified local teachers
trained under U.S. and UN programs instead of using additional
American technicians. For instance, the Public Administration School
at Sao Paulo is helping to strengthen the business community in Brazil
by training persons in managerial and administrative skills. A
Smathers loan' provides scientific and technical laboratory equip-
ment for seven universities in Chile. Two technical universities in
Chile are being aided in developing an industrial training program for
skilled industrial personnel. We have assisted in the establishment of
an agricultural college in Paraguay and are providing scholarships
enabling local nationals to enroll in the college at about one-eighth the
cost of training in the United States.

' Smathers loans were authorized by an amendment to the Mutual Security Act of
1956, named after Senator George A. Smathers (D-Florida), designating a portion of
defense support funds to promote health, education, and sanitation programs and land
resettlement projects in Latin America. For text of the act (Public Law 726), enacted July
18, 1956, see 70 Stat. 555.
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16. Petroleum. At the suggestion of the U.S. Government, consul-
tations were held in March at Caracas, Venezuela between high-level
representatives of the United States, Venezuela and Canada, regarding
the U.S. voluntary limitations program on crude oil imports.* The
U.S. objective for these discussions was to explain the need for a
further slight curtailment in the level of crude oil imports and to obtain
the tacit concurrence of Venezuela and Canada to continuance of the
U.S. program on a voluntary basis without disruption of other trade
relations, or challenge of the program as being in violation of the spirit
if not the letter of basic trade agreements. The consultations were
successful. Legislation has been introduced to substitute mandatory for
voluntary limitation on crude oil imports and to extend controls to
petroleum products. An important factor in avoiding possible enact-
ment of such legislation, which would have serious foreign policy
implications, will be the success which the voluntary program, with
government-to-government consultation, has achieved.

17. Implementation of Recommendations of the Inter-American Com-
mittee of Presidential Representatives. Following the submission of its
recommendations to the Presidents of the American Republics, the
Inter-American Committee of Presidential Representatives adjourned
and left to the governments and the Organization of American States
(OAS) the implementation of their recommendations. In November
1957 the Council recorded approval in principle by the governments of
these recommendations and appointed a number of committees to
plan their implementation. Consideration is now being given to the
statutes of an Inter-American Nuclear Energy Commission and to the
revision of the Convention of the Inter-American Institute of Agricul-
tural Sciences. The OAS fellowship program has been approved by the
Council, and it is hoped that the program will first get under way in
the fall of the current year.

18. OAS-NATO Exchange. At the Heads of Government Meeting in
December 1957, the Secretary proposed that NATO and other Free
World regional organizations establish informal contact with each
other and exchange information of mutual interest.?' After approval
by the NATO Council, Secretary General Spaak of NATO wrote on
February 24, 1958, to Secretary General Mora of the OAS, asking his
views on such an exchange. Despite some initial coolness, the General
Committee of the Council of the OAS approved Mora’s draft reply,
and it was dispatched to Spaak on March 26, 1958. This reply agreed

* These consultations were held in Caracas, March 12-14, 1958; the Canadian
Ambassador to Venezuela attended as an observer. Documents pertaining to this subject
are in several Department of State Central Files, principally 411.006 and 831.2553.

2 For documentation on the Heads of Government Meeting held in Paris, December
16~19, 1957, see Foreign Relations, 1955-1957, vol. v, pp. 1 ff.
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to an exchange of information but underlined the separate and distinct
natures of the OAS and NATO. The net effect was thus to accept the
NATO initiative, but without enthusiasm.

19. Additional developments during the period were:

a. In April, on the eve of his departure for Washington, President
Ibanez of Chile cancelled his official visit to the United States. Al-
though internal political conditions were given by Ibanez as the offi-
cial reason for the cancellation, the immediate cause was believed to
be a public statement by the United States Secretary of Interior a few
days earlier endorsing proposals to reimpose at this time the import
duty on copper rather than await its automatic reinstatement on July 1,
1958.2% Chilean press and public reaction was overwhelmingly in sup-
port of President Ibanez’ action and provided eloquent proof of the
sensitiveness of Latin Americans to issues affecting their basic com-
modities. Ibanez’ decision evoked demand in Chile for increased trade
with the Soviet bloc.

b. Dr. Jose Ramon Villeda Morales, head of the Liberal Party, was
named President of Honduras in November 1957 by a freely elected
Constituent Assembly. It was the first time in twenty-five years that a
Liberal government had been in power, and the Constituent Assembly
election constituted one of the most important steps in Honduras’
history toward representative government. The Villeda Government
replaced a military junta which had ruled since the overthrow of the
previous Lozano * regime.

c. Gen. Miguel Ydigoras Fuentes, the candidate supported by
rightist elements, was elected President of Guatemala in January 1958.
This election followed an election only three months previously which
had been nullified after Ydigoras groups and leftist mobs took to the
streets to protest the announced election of the Nationalist Democratic
Movement (MDN) candidate. The January election was a culmination
of a period of unrest and political turmoil following the assassination
of President Castillo Armas. The election campaign saw the return to
an active role of extreme leftist and communist groups. It has produced
a situation in which the extreme left has now gained a powerful
position in Guatemala'’s political scene.

d. Francois Duvalier was inaugurated as President of Haiti in
October 1957 replacing the military government of General Kebreau,
thus restoring constitutional civilian control to Haiti. Nevertheless,
political and economic instability continued. The assassination by Hai-
tian military and police authorities of an American citizen in Septem-

2 Regarding Seaton'’s statement, see the microfiche supplement to this volume.
* Julio Lozano Diaz, Honduran Head of State, December 6, 1954-October 21, 1956.
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ber further complicated the political situation and caused strained
relations with the United States until a satisfactory settlement of the
United States diplomatic demands was reached.

e. Early in January 1958 the dictatorship of General Marcos Perez
Jimenez was overthrown in Venezuela and a junta composed of mili-
tary and civilian members assumed power and promised to hold elec-
tions within the near future. All political parties, including the commu-
nists, became active once again and a delicate political situation
developed in which there was a tenuous balance between military and
civilian groups. A few days after the Nixon trip the two civilian mem-
bers of the junta resigned and were replaced by two other civilians,
and the military seem to have assumed a stronger role. Further possi-
ble shifts in the junta have been rumored. On May 27 several impor-
tant cabinet changes were made. The failure of the Venezuelan Gov-
ernment to take a responsible position concerning the causes for the
violence against the Vice President is believed to be principally the
result of the political turmoil and uncertainty which is continuing as
Venezuela attempts to establish a more democratic form of govern-
ment. The increasing importance and activity of the communists in
Venezuela in practically all walks of life is being viewed with concern
in the United States.

The ex-Chief of National Security Police, Pedro Estrada, departed
voluntarily from the United States on May 17. Ex-President Perez
Jimenez, whose visa case along with that of Estrada has been a serious
point of issue between the Venezuelan Government and the United
States, still remains in the United States. The Venezuelan Government
has not as yet taken any steps to request extradition, even though Vice
President Nixon made it clear that the responsibility for such action
lay entirely with the Venezuelan Government.

f. On May 1, 1958 Dr. Arturo Frondizi was inaugurated as the
new President of Argentina. The support of Peronists and communist
groups made Frondizi’s election a landslide. His future policies are a
matter for conjecture. Frondizi succeeds the provisional government of
General Aramburu? which assumed power in the aftermath of the
overthrow of dictator Peron. # The latter is in the Dominican Republic.
There are rumors he hopes to return to Argentina under a Frondizi
amnesty, or failing this, go to Europe to live. Argentine-Dominican
relations were “interrupted” prior to the Frondizi inauguration be-
cause of the presence of Peron in the Dominican Republic. The Argen-
tine Government, however, renewed relations with Venezuela after
Perez Jimenez was overthrown and Peron left that country.

* Major General Pedro Eugenio Aramburu, Provisional President of Argentina,
November 1955-February 1958.

* General Juan Domingo Peron, President of Argentina, February 1946-September
1955.
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g. Dr. Alberto Lleras Camargo was elected President of Colombia
on May 4, 1958 after bitter debate between the traditional Conserva-
tive and Liberal Parties over the selection of a single candidate. Politi-
cal turmoil in Colombia continued and an attempted coup in which
former dictator Rojas Pinilla was believed involved, two days before
the elections, resulted in the arrest by the rebel forces of four of the
five members of the governing junta and also of Dr. Lleras. Quick
action by loyal army troops prevented the coup from succeeding. The
election of Dr. Lleras presents a unique experiment in which the two
dominant traditional parties of Colombia have agreed to rule the coun-
try jointly for the next 12-16 years in an effort to bring about political
stability.

h. Violence and political turmoil increased in Cuba during the
period. Constitutional guarantees were suspended, reinstated, and
suspended again as a fight for power developed between Batista’s
government forces and those of rebel leader Fidel Castro. Castro’s call
for a general strike and a fight to the finish in April failed and his
“army”’ was forced to flee again to its mountain stronghold. Batista has
called for elections in November, but many opposition groups refuse
to participate in ““Batista-conducted” elections.
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3. Operations Plan for Latin America Prepared by the
Operations Coordinating Board’

Washington, May 28, 1958.
OPERATIONS PLAN FOR LATIN AMERICA
I. Introduction

A. Special Operating Guidance

1. Objectives:

a. Keep the other American Republics friendly toward the United
States and retain their support of our world policies.

b. Encourage the development of stable political systems along
democratic, representative lines.

c. Encourage the growth of sturdy, self-reliant economies based
upon the free enterprise system.

d. Destroy or neutralize Soviet bloc and Communist influence in
the area.

e. Obtain adequate production of and access to materials essential
to our security.

f. Obtain the participation in and support of measures to defend
the hemisphere.

2. In implementing our policies and seeking our objectives in
Latin America, emphasis should be placed on the following principles
and programs:

a. Principle of Non-intervention. This principle, proscribing inter-
vention by the United States Government unilaterally in the internal
affairs of the other American republics, is the cornerstone of our inter-
American relations. It is a principle based on the cardinal U.S. policy
for self-determination of peoples. It does not preclude multilateral
action through the Organization of American States (OAS) against a
government of the hemisphere. The concept that the United States
attempts to maintain friendly relations with the governments of all the

! Source: Department of State, S/S-OCB Files: Lot 62 D 430, Latin America—1958.
Secret. The OCB concurred in this Operations Plan at its meeting on May 21. An
undated covering memorandum by Staats indicates that the plan superseded the ““Oper-
ations Plan for Latin America,” dated April 18, 1957. For text of the earlier plan, see
Foreign Relations, 1955-1957, vol. vi, p. 61.

Operations Plans described Executive branch programs and responsibilities for
courses of action to implement NSC policy, for which the OCB was coordinating
agency. Concurrence in Operations Plans by responsible agencies represented in the
OCB did not automatically constitute authorization for operating officials to institute
new programs or modify existing ones, but rather served as a basis for the development
of appropriate operating instructions by each of the participating agencies. The Depart-
ment of State ordinarily transmitted the text of approved Operations Plans for Latin
America to the respective Chiefs of Mission.
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other American republics without implying approbation or disappro-
bation of the domestic policies of those governments should be devel-
oped and publicized. There should be increased efforts to convince the
governments and peoples of the democracies that U.S. action or dis-
crimination against the dictatorships would be the very type of inter-
vention they themselves so vigorously decry, and could often have an
effect the opposite of what was intended. Nevertheless, while making
clear our position of non-intervention in the internal developments of
the Latin American countries, we should express our satisfaction and
pleasure when the people of any country determinedly choose the
road of democracy and freedom.

b. Principle of Individual and Collective Aid. This principle is based
on solemn inter-American treaties and agreements, particularly the
Rio Treaty? and the Caracas Resolutions,® which establish that an
attack against one state is an attack against all and provide for individ-
ual or collective (OAS) aid to any one of the 21 republics against
intervention, attack or communist subversion.

c. Elimination of Soviet Bloc and Communist Intervention. A contin-
uous program to achieve this objective is consistent with the provi-
sions of Article 93 of the Caracas Conference Resolutions.* It is of
particular importance as the Soviets and communists increase their
activities and seek to extend their influence in this hemisphere. The
Latin American governments and peoples should be more fully in-
formed and made aware of the use to which the Soviet Union and its
satellites put their diplomatic, military, trade and other missions for
purposes of subversion, intervention and direction of local communist
activities.

d. Development of Internal Security Programs. The absolute
strength of Latin American communist parties is not impressive at the
present time. However, factors such as unstable political systems, ul-
tra-nationalist sentiment, inadequate internal security forces, poverty
and unstable economic conditions, are susceptible to exploitation by
the communists. The United States should assist in strengthening the
internal security forces in selected countries. In so doing, care should

?Reference is to the Inter-American Treaty of Reciprocal Assistance (commonly
called the Rio Treaty), opened for signature at Rio de Janeiro, September 2, 1947, and
entered into force for the United States, December 3, 1948; for text, see Charles I. Bevans
(comp.), Treaties and Other International Agreements of the United States of America, vol.
4, pp. 559-566.

? Reference is to the series of resolutions approved at the Tenth Inter-American
Conference, held in Caracas, Venezuela, March 1-28, 1954; for documentation, see
Foreign Relations, 1952-1954, vol. 1v, pp. 264 ff.

* For text of Article 93, ““Declaration of Solidarity for the Preservation of the Political
Integrity of the American States Against the Intervention of International Communism,”
approved March 28, 1954, see Tenth Inter-American Conference, Caracas, Venezuela,
March 1-28, 1954: Report of the Delegation of the United States of America With Related
Documents (Department of State Publication 5692, Washington, 1955), pp. 156-157.
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be taken to avoid creating the impression that the United States has
abandoned the principle of non-intervention or has committed itself to
the preservation of the status quo through repression of the non-
communist political opposition. In the development of Overseas Inter-
nal Security Programs requiring the assignment of police technicians
to the field, the basic anti-communist objective of the program must be
strictly observed. Specific OISP programs for Bolivia, Brazil, Chile and
Guatemala have been designated Annex A to this Operations Plan.’

e. Encouragement of Private Enterprise. Every opportunity should
be taken to encourage the expansion or adoption of a system of free
enterprise in the area. Without in any way attempting to impose our
own methods, increased efforts should be made to explain adequately
the benefits to be gained from this system. Achievements of free
enterprise in the United States, in Latin America and elsewhere should
be increasingly emphasized and publicized. The decision of certain
governments to create state monopolies, particularly in the oil indus-
try, has hampered their economic growth and development.

f. Labor. Constant attention should be given to encouraging in the
area strong, free trade union movements capable of effective collective
bargaining, as a bulwark against communism and totalitarianism as a
factor in the free enterprise system, and as a force for political stability
and economic development.

g. Encouragement of Economic Development. Each of the other re-
publics should be encouraged to do all in its own power to set its
house in order for economic development (especially through adop-
tion of sound monetary and fiscal policies, utilization of free private
enterprise, and maintenance of freedom from Soviet bloc or commu-
nist influence). Without committing the United States, the belief
should be promoted within recipient governments that continued co-
operation and assistance from the United States depend in part on
their willingness and ability to cooperate with us in achieving common
objectives. The maintenance of a genuine and effective anti-commu-
nist policy, and the requisite self-discipline to withstand those hard-
ships which may be necessary to achieve greater economic vigor and
stability are important in this regard.

h. Encouragement of Trade Expansion. Encouragement should be
given throughout the area to trade expansion, and the reduction or
elimination of barriers to such expansion.

3. Special Considerations.

a. Unique Position of Latin America. The Organization of American
States is the oldest and most experienced of the world regional organi-
zations. Latin Americans, proud and jealous of their sovereignty, nev-
ertheless take pride in this unity and affinity with the United States

* Not printed.
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which is based on mutual interests, common beliefs and heritage, and
on equality. Their almost unanimous, consistent support of our posi-
tion in international affairs is unequaled elsewhere. This unique situa-
tion is one which must be recognized and preserved and not allowed
to deteriorate or to splinter. American unity constitutes a bulwark
against Soviet and communist expansion and is an important factor in
the total economic and political strength of the Free World.

The rapid rate of population increase and economic growth in
Latin America, portending as they do a greatly increased strength and
importance for the area, should be taken into consideration in the
execution of all our programs. The intense desire in Latin America for
rapid economic progress and higher standards of living, and the in-
creased Soviet bloc economic and political drive in the area emphasize
the need for the United States to so implement its policies that the
continued alignment of Latin America with the United States, and its
unique position of solidarity against communism are assured.

b. Latin American Attitudes.

(1) Low Priority Accorded Latin America. A major threat to the
achievement of U.S. policy objectives in Latin America is the feeling
Erevailing among Latin Americans that a much too low priority has

een placed by the U.S. Government on operations in the area, partic-
ularly when compared to U.S. policies, objectives, programs and all:_
proaches in other parts of the world. Many Latin Americans feel the
United States neglects them or takes them for granted. They point
with resentment to the minuscule proportions of our total foreign
economic and military assistance funds which have gone their way
and tend to use these as a measure of our respect and consideration for
them.

Many Latin Americans in their efforts to solve their economic
problems are showing an interest in increased Soviet bloc offers of
trade and economic assistance, particularly offers in those segments of
the public sector in which the United States is reluctant to enter.
Although, on the basis of past experience, there is some recognition in
Latin America of the pitfalls involved in trade with the communists,
there is a temptation to use Soviet bloc offers for bargaining purposes
in negotiations with the United States.

U. S. economic assistance to neutralist and, on occasion, commu-
nist governments, is widely criticized in Latin America. Such assist-
ance is contrasted to the allegedly niggardly share of U.S. public capi-
tal made available to Latin America. Latin Americans gelieve the
United States should help them first; other areas later.

Consequently, in the entire range of U.S. relationships with Latin
America, we should strive to convince the governments and peoples of
the area that the United States is aware of and sympathizes with their
legitimate interests and aspirations and considers them as equal part-
ners in undertakings of mutual interest and benefit.

(2) Ultra-Nationalism. The strong nationalist sentiments prevailing
in most countries of the hemisphere should be taken into account by
all United States activities, whether government or private. The ex-
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treme form—ultra-nationalism—is usually anti-U.S. in character and
constitutes a major obstacle to the achievement of U.S. foreign policy
objectives. The communists have allied themselves with the various
ultra-nationalist groups in order to gain support for and to cloak their
operations. The communists have used uﬁra-nationalism to obscure
and disrupt the general progress in several countries and to intensify
anti-U.S. sentiment and focus it on defeating U.S. objectives.

Ultra-nationalism breeds on resentments and frustrations which
are all the more deep-seated because of widespread poverty and illiter-
acy existing side by side with islands of material wealth concentrated
in the hands of a few. A serious lack of managerial and administrative
personnel, researchers, teachers, scientists, engineers and technicians
in almost all fields of endeavor tends to retard the development of
indigenous food, mineral and industrial productivity potentials.
Human and material resources are available but their development
awaits the application of technology, managerial skills and the neces-
sary finances for capital equipment.

(3) Conflicts with U.S. Policy. Latin American attitudes of ultra-
nationalism and resentment against the alleged low priority given by
the United States to the area are important and cannot be overlooked,
since they tend to conflict with current U.S. economic policy with
respect to Latin America. We place reliance and stress in economic
development on the free enterprise system and private capital invest-
ment, with grant economic assistance being reserved for temporary
emergencies which affect U.S. interests, supplemented by loans for
sound economic projects for which private capital is not readily avail-
able. These policies often create in the minds of Latin Americans the
misconception that our failure to J)rovide all the help which they
request just when they want it, indicates that the United States has
relegated Latin America to a “back seat”. Ultra-nationalist groups
calling for increased national control, as opposed to foreign private
enterprise, heighten these misconceptions and falsely interpret U.S.
policy. The Soviets and the communists are also attempting to increase
these misconceptions and foster the belief that the Soviets are willing
to step in to aid Latin America and that the United States is neglecting
the area. Those charged with implementation of the U.S. Eolicy for
Latin America should at every appropriate opportunity seek to disa-
buse Latin Americans of these misconceptions. They must, however,
realize that such misconceptions do exist and take them into account
in applying U.S. policy. Increased attention must be given to insure
that this Government at all appropriate levels avoid pronouncements
and actions which to Latin Americans could provide a basis for these
misconceptions or could lend substance to their feelings that we un-
derrate them, ignore them, or slight them.

(4) Colonialism and Intervention. Latin Americans are sensitive to
these issues. They resent any stand or action by the United States
which tends to favor colonial policies or which seem in any way to be
interventionist. Although Latin American groups (particularly the po-
litical “outs”) at times call for United States intervention to support
their cause, these same groups become the highly vocal opponents of
intervention when they think that action by the United States might
be directed against them. Only by strict adherence to an impartial
application of our non-interventionist policy can criticism on this issue
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be avoided or minimized. The United States has consistently abstained
from discussions on colonialism in inter-American forums on the basis
that the European colonial powers are not represented and therefore
proper debate of the issue is not possible.

c. Technical Cooperation Programs. The United States Government
has no technical cooperation programs of its own to “sell” the other
Republics. We support programs of the host government in which the
latter has a genuine interest and desire for our participation and where
our participation makes a contribution toward the achievement of our
foreign policy objectives commensurate with its cost. In a few coun-
tries programs may have to be retained on the basis of overriding
political considerations.

d. Development Loan Fund (DLF). The newly established DLF pro-
vides a potential for aiding both the public and private sectors of
various Latin American countries to help them overcome serious defi-
ciencies.

e. Military Programs. Emphasis in U.S. military programs for the
area is on persuading Latin American countries to limit their military
objectives to those unilaterally determined by the U.S. Government to
be necessary for their internal security and country and hemisphere
defense needs.

In some cases it is in the United States interest to provide military
equipment primarily for political reasons. This is especially true be-
cause of the unique political position of military groups in Latin
America. It is important to the United States to maintain influence
with these groups. Against these considerations must be balanced, on
a case-by-case basis, the consideration that the purchase and mainte-
nance of excessive military equipment by Latin American states gener-
ally reduce their capacity to develop their economies. In this connec-
tion, we should show sympathetic and helpful interest in any effort by
Latin American states to work out a mutually acceptable plan for
reducing arms expenditures so long as the basic military requirements
as set forth in Courses of Action 34 and 35 ¢ were still adequately met.

® Text of Courses of Action 34 and 35, assigned to the Department of Defense on a
continuing basis, read as follows:
“‘B. Military
"“34. Through the service missions, military assistance advisory groups, and the U.S.
Delegations to the Inter-American Defense Board (IADB) and Joint Commissions, con-
tinue to encourage acceptance of the concepts of (1) U.S. primary responsibility for
hemispheric military operations in the Atlantic and Pacific Oceans and the Caribbean
Sea, including the sea and air approaches to the Panama Canal; (2) Latin American
contribution to hemispheric defense by effective military and mobilization measures for
the defense of coastal waters, ports, and approaches thereto, bases, strategic areas and
installations located within its own territory, and lines of communication associated
therewith; and (3) each Latin American state is responsible for maintaining its own
internal security.
Continued
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While it is recognized that reduction of military budgets by direct
negotiation would be difficult, the possibility is suggested of diverting
attention from costly military prestige items by promoting interest by
their Governments and military services in projects tending to contrib-
ute to economic development such as those which could be under-
taken by engineer construction units.

f. Varying Conditions. Although Latin America is treated as an area
in this Operations Plan, the very different conditions which exist in
these very different countries require flexible and imaginative imple-
mentation of U.S. policy and the OCB courses of action. For example,
the extent to which the labor courses of action can or should be
applied in the Dominican Republic is quite different from what can be
done in Uruguay and Costa Rica. The position within the government
of the military differs as among Mexico, Uruguay, Colombia and Ar-
gentina. Economic factors in Brazil are not necessarily the same as in
Honduras. And, an approach to French-speaking Haiti or Portuguese-
speaking Brazil may be different from that required for the other
countries in which Spanish is the language.

g. Attitudes Toward U.S. Personnel Overseas. The Operations Coor-
dinating Board has given particular attention over the past several
years to ways and means of improving foreign attitudes toward U.S.
personnel overseas. This involves both the positive actions which can
be taken to improve these relationships as well as the removal of
sources of friction and difficulties. The special report prepared by the
Board, ““United States Employees Overseas: An Inter-Agency Report,”
dated April 1958, is an effort to provide on an over-all governmental
basis a common approach and guidance in this field. All supervisory
employees in the field should familiarize themselves with the sub-
stance of this report and all U.S. personnel should know the substance
of the conclusions and recommendations set forth in Section V of
Volume I. Attention is directed to the President’s remarks in the Fore-
word of the report.

4. Conclusion

In the light of the foregoing and in carrying out our policy toward
Latin America, it becomes necessary to make known more of the facts
on all phases of U.S. interest in and assistance to Latin American
development, including both public and private activities designed to
help Latin America achieve its aspirations. The retrograde effects of

"“35. In exceptional cases, be prepared to accept participation by a Latin American
state in combined operations in support of U.S. military responsibility under para. 34
above, where its location and resources make such participation feasible, and where
political or hemisphere defense considerations make such a course of action in the
interests of the security of the United States. If participation of Latin American military
units is required in future extra-continental defense actions, provide logistical support, if
necessary without reimbursement, to such forces.”



General U.S. Policy Toward Latin America 27

ultra-nationalism and economic statism on economic and social devel-
opment need to be exposed. The position of the United States as a
world leader, in order to retain Latin American cooperation and admi-
ration, must be highlighted by:

a. Depicting the range, depth and freedom of U.S. culture;

b. Demonstrating U.S. dedication to the preservation of political
and personal freedoms; and

c. Publicizing U.S. developments in the fields of science and ap-
plied technology.

Finally, it is important in overcoming some of Latin America’s
misconceptions to expose communism as an international conspirato-
rial movement which is not a local left-wing political party but instead
a tool of Soviet imperialism. The perfidy and traitorous nature of the
communists and others who would pervert legitimate nationalism for
their own ends into an evil force working against the best interests of
the nation must be disclosed and emphasized. In so doing, we should
develop the understanding that the well-being of Latin American
countries is closely tied to that of the United States as the Western
world leader and that through unity of purpose hemispheric solidarity
will be strengthened.

[Here follow section I. B. “Selected U.S. Arrangements with or
pertaining to Latin America,” referring readers to the Department of
State publication Treaties in Force; section II. “Current and Projected
Programs and Courses of Action,” containing specific agency assign-
ments; a list of National Intelligence Estimates pertaining to Latin
America; and an Annex entitled “Pipeline Analysis, Mutual Security
Program.”]

4. Memorandum of Discussion at the 369th Meeting of the
National Security Council, Washington, June 19, 1958

[Here follow a paragraph listing the participants at the meeting
and agenda items 1-4: “Basic National Security Policy,” “U.S. Policy
Toward the Soviet-Dominated Nations in Eastern Europe,” ““Signifi-
cant World Developments Affecting U.S. Security,” and ““Wartime
Organization for Overseas Psychological Operations.”]

5. U.S. Policy Toward Latin America (NSC 5613 /1; OCB Report on NSC
5613/1, dated May 21, 1958?)

! Source: Eisenhower Library, Whitman File, NSC Records. Top Secret; Eyes Only.
Prepared by S. Everett Gleason on June 20.
? Document 2.
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Mr. Karl Harr briefed the Council on the highlights of the OCB
Report on Latin America making use of maps and overlays. Among
the points stressed by Mr. Harr was the fact that U.S. trade with Latin
America increased in 1957 while that of the Soviet Union with Latin
America declined somewhat in volume despite the intensive efforts of
the Soviet Union in the contrary direction. Mr. Allen Dulles inter-
rupted to point out that a different trend was already detectable in
1958. Soviet trade with the Latin American countries was increasing,
particularly in wool and petroleum. (A copy of Mr. Harr’s briefing note
is filed in the Minutes of the Meeting* and another is attached to this
memorandum *).

The President said he had a point which he wished to emphasize.
We have all often heard the generalization that the only force in the
modern world capable of effectively combating communism is nation-
alism. Why then don’t we go to our Latin American neighbors and
preach ultra-nationalism to them, insisting that the goals of their na-
tionalism can only be realized in conjunction with us. After all, we do
want these Latin American republics to be sovereign associates of
ourselves. In a sense we are ultra-nationalists so why not preach the
same doctrine to our neighbors? Under this umbrella we could attempt
to deal with the concrete economic problems faced by Latin America,
either by ameliorating these problems or at least by fuzzing up our
own connection with these problems. In short we ought to exploit the
ultra-national feelings in the neighboring republics along the line of
the slogan that if you can’t beat them, join them.

Mr. Harr pointed out that ultra-nationalism in the Latin American
countries was not in and by itself a stumbling block for the United
States. The trouble was the use made of the force of nationalism by its
irrational exponents. The President repeated his arguments, while
General Cutler warned that we would have to be careful in preaching
ultra-nationalism in certain Latin American republics such as Panama.

Secretary Dulles pointed out that we treat our Latin American
neighbors scrupulously as political equals but there was no hiding the
fact of the economic dependence of these nations upon the United
States. It is on this fact that the Soviets capitalize and thus confront us
with serious problems. The President agreed but again argued that we
must try the formula of ultra-nationalism. We must exploit the power
of this force in Latin America rather than trying to fight it.

The Vice President changed the subject slightly at this point by
asking about the mechanics of the review of our current Latin Ameri-
can policy which was recommended in the OCB Report. General Cut-

>The minutes of all National Security Council meetings are in the National
Archives and Records Administration, RG 273, Records of the National Security Coun-
cil, Official Meeting Minutes File.

* Not printed.
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ler explained the normal manner by which policies were revised and
said that he very much hoped that the Vice President would be able to
talk with the Planning Board during the course of its drafting of the
revised policy.

Secretary Dulles said he had one more word to speak on the
aspects of our Latin American policy. In its forthcoming review the
Planning Board should look at the problem of Latin America from
something more than merely an intellectual analysis as to how to deal
most effectively with the concrete problems which existed in our rela-
tions with Latin America. The most significant fact that we must recog-
nize was the fact that throughout much of the world and certainly in
Latin America there had been in recent years a tremendous surge in
the direction of popular government by peoples who have practically
no capacity for self-government and indeed are like children in facing
this problem. He reminded the Council that he had told Prime Minis-
ter Macmillan on his recent visit to Washington® that when our own
republic had been founded, our Founding Fathers realized that it
would take some considerable time before the new United States
could safely practice government by direct democracy. For this reason
our Presidents were elected, not by direct suffrage, but through the
device of the Electoral College.

Unlike ourselves, many of the Latin American states are leaping
ahead to irresponsible self-government directly out of a semi-colonial
status. This presents the Communists with an ideal situation to exploit.
Accordingly in its study of a revised policy for Latin America, the
Planning Board ought not to concentrate simply on the concrete prob-
lems involved in our relationships. It should also try to figure out by
what means we can move in, take control over, or guide the mass
movement toward democracy in many of the Latin American repub-
lics. Secretary Dulles felt that this was the correct approach because he
was sure that the problem of irresponsible self-government would
remain even if and even after all the concrete problems between the
U.S. and the Latin American republics had been solved.

Secretary Dulles launched into a vivid account of the skill with
which the Communists operate in this field and stated that we were
hopelessly far behind the Soviets in developing controls over the
minds and emotions of unsophisticated peoples.

Mr. Allen Dulles was about to take issue with Secretary Dulles on
our relative capabilities in this field when the President interrupted
and asked Mr. Allen Dulles whether it was the CIA or the USIA which
had charge of monitoring the output of the daily radio broadcasts in

% British Prime Minister Harold Macmillan visited the United States, June 7-11,
1958; he conferred informally with President Eisenhower and other U.S. officials in
Washington.
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foreign countries. The President went on to explain that what he
wanted was a good analysis, over the period of one week, of the
content of radio broadcast and newspaper views, both pro-American
and anti-American, throughout the world. The President said he
thought that in some areas the U.S. may be being treated better than in
others. We should find out why and see if we can improve our stand-
ing in areas where it clearly needs improving.

Mr. Allen Dulles replied that it would be possible to carry out the
President’s desire if the analysis were confined to a single area in the
world but it would be an overwhelming task to provide the President
with an analysis of the radio and newspaper output on the U.S. for
even so short a time as one week. With this qualification, he said that
CIA could accomplish the task with the help of USIA. The President
then directed that one South American country should be selected for
such a test analysis.

Mr. Allen Dulles, taking issue with Secretary Dulles, then com-
mented that the Communists control less than one-tenth of the press
of Latin America. The Vice President agreed that this was an accurate
statement but that it could be misleading. The significance lay not with
those who publish papers in Latin America. The significant point was
who supplied the views which were published in these papers and the
journalists and reporters who supplied the views were mostly anti-
American. The President agreed that what was important was what
got into the newspaper or was heard over the radio. The Vice Presi-
dent agreed and said that what got into the newspaper was what the
working press, the reporters, put in. This material was often anti-
American and often even pro-Communist. The Vice President went on
to say that as far as the job of USIA was concerned in Latin America,
the performance was highly creditable as he had stated before but he
wished to emphasize again that our overt propaganda and our hand-
outs to the press were generally ineffective. [1 sentence (1 line of source
text) not declassified] We must somehow manage to project our point of
view among the working press and radio people. Beyond this we must
strive for greater influence in the universities because after all it is from
the universities that the journalists and radio people of the future are
going to come.

Mr. Abbott Washburn pointed out that the Operations Coordinat-
ing Board was already engaged on plans for more intensive work to
Latin American student groups even though our Latin American pol-
icy had not yet been revised.

The Vice President then stated that he wanted to return to the
subject of the Planning Board’s forthcoming revision of our Latin
American policy. He thought that before the Planning Board sent its
draft revision to the Council for final consideration, it would be useful
for the Planning Board to show its draft and to consult with an unoffi-
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cial non-Government group of Latin American experts. He would
suggest a panel of consultants numbering eight or ten people such as
Nelson Rockefeller and Milton Eisenhower. It would be useful to get
the ideas of people like this before the Planning Board completed a
draft statement of policy. Secretary Dulles also suggested the name of
Walter Donnelly for such a group of consultants.

The Vice President then said he had a couple of other suggestions
for the Planning Board to consider in the course of its work on the new
Latin American policy. He warned that he believed that we must be
much less rigid than in the past in our definitions of what constituted
“democracy” or “self-government” as these related to Latin America.
His second idea which he said might be regarded as a most revolution-
ary suggestion he would now proceed to unfold. He said that when he
had returned from his first visit to Latin America, namely, to Central
America, ® he had strongly opposed the use of U.S. Government re-
sources in assistance to nationalized enterprises in these countries. He
had now come to change somewhat his point of view. Where funds
are not available to support private enterprise in Latin America, the
U.S. would have to look at the situation as it is and not as we might
wish it to be. Accordingly, we will have to be more flexible in regard to
our views on aiding nationalized enterprises in several of the Latin
American republics. The Vice President repeated that this would seem
a revolutionary idea and emphasized that he was not advocating pre-
cipitate loans to nationalized industries and enterprises in Latin
America. He was merely pointing out that in certain countries such as
Bolivia, we would have to follow a somewhat different policy of finan-
cial assistance.

The National Security Council:”

a. Noted and discussed the reference Report on the subject by the
Operations Coordinating Board.

b. Directed the NSC Planning Board to review NSC 5613/1, as
recommended by the Operations Coordinating Board, taking into ac-
count suggestions made at the Council meeting.

c. Noted the President’s request that the Central Intelligence
Agency and the United States Information Agency jointly prepare an
analysis of the relative volume of pro- and anti-U.S. statements during
one week in the press and radio of selected Latin American nations. ®

¢ Reference is to Vice President Nixon’s good will tour of Central American and
Caribbean countries February 6-March 5, 1955. Documents pertaining to his tour are in
Department of State, Central File 033.1100-NI. For additional documentation, see De-
partment of State Bulletin, April 11, 1955, pp. 587-597.

7 Paragraphs a-c and the Note that follow constitute NSC Action No. 1930.

* A memorandum of a meeting with President Eisenhower on October 16 by

Gordon Gray reads in part as follows:
Continued
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Note: The action in c above, as approved by the President, subse-
quently transmitted to the Director of Central Intelligence and the
Director, USIA, for appropriate implementation.

[Here follow agenda items 6 and 7: “‘Preparations for a Possible
Summit Meeting,” and ““U.S. Policy Toward Germany.”]

S. Everett Gleason

3. I reported briefly to the President on the USIA report of survey of ‘Pro and Anti-
U.S. Statements in press and radio of selected Latin American Countries.” This survey
had been requested in connection with a Council discussion of U. S. Policy Toward
Latin America (NSC Action No. 1930, June 19, 1958). This study had been concurred in
by CIA. It involved Brazil, Uruguay and Argentina for the time period of June 25 to July
1, 1958. I reported to the President that the survey concluded that it is fairly accurate to
state that the press in the three countries studied is not predominantly anti-U.S. USIA
stated that the survey of press and radio opinion for the time period concerned tends to
show a wide spectrum of opinion with some national bias but generally no more critical
of U. S. policy on the average than is the U.S. press. I cautioned the President that this
survey should not be considered an investigation in depth.” (Eisenhower Library, Proj-
ect Clean Up)

5. Editorial Note

At its formal meeting on May 28, the Operations Coordinating
Board, noting a suggestion by Vice President Nixon proposing the
establishment of a special program relating to Latin American stu-
dents, agreed to form an ad hoc working group under the chairman-
ship of a representative from the United States Information Agency
(USIA) to develop concrete proposals for early consideration by the
Board. The new committee also included representatives from the
Department of State; Defense; and Health, Education and Welfare
(HEW); the Central Intelligence Agency (CIA); the International Coop-
eration Agency (ICA); the OCB Staff, and other agencies as appropri-
ate. (Minutes of OCB Meeting, approved June 4; Department of State,
S/S-OCB Files: Lot 62 D 430)

Subsegeunt to this meeting, the OCB prepared “Draft Terms of
Reference for the OCB Ad Hoc Committee on Special Latin American
Youth Program,” and circulated it to the Board Assistants for concur-
rence under cover of a June 2 memorandum from Staats. (Ibid., Latin
America—Documents) The Ad Hoc Committee initiated a series of
meetings on June 4, at which it drafted, on the basis of the approved
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terms of reference, an extensive paper entitled “Report of the OCB Ad
Hoc Committee on Special Latin American Student Program,” dated
August 8, for submission to the OCB. (Ibid.)

In a memorandum to Under Secretary Douglas Dillon, August 8,
commenting on the draft report and recommending its approval,
Assistant Secretary of State for Inter-American Affairs Roy R. Rubot-
tom, Jr. stated in part:

“The principal difference between the proposed program and ex-
isting exchange program and other US Government activities among
Latin American students is a shift of emphasis: current operations
largely concentrate on bringing Latin American students to the United
States to complete their studies and they thus have negligible impact
on their own campuses since they return to their countries after gradu-
ation. The proposed program concentrates on influencing undergradu-
ates who will return and remain at their universities.”” (Ibid.)

Some of the salient features of the proposed program included
seminars on U.S. and Puerto Rican campuses for Latin American stu-
dents, exchange programs for students and professors, establishment
of binational student centers on Latin American campuses, and
surveys undertaken at the request of Latin American universities to
determine needs for the improvement of physical plants and faculties.

The OCB discussed, revised, and concurred in the major conclu-
sions of the report at its meeting on August 13, and referred them for
consideration to Executive departments and agencies responsible for
developing programs concerned with Latin American students. Fur-
ther discussion and clarification of certain proposals in the report took
place at the OCB meetings on August 20 and 27. The final approved
paper, entitled “Latin American Student Program,” containing ten
project proposals, was circulated under date of August 27, along with
a request for a status report on the projects at the end of Fiscal Year
1959. (Minutes of OCB meetings, approved August 27; ibid.)

Upon adoption of the Latin American student program, the Ad
Hoc Committee was replaced by a Subcommittee of the OCB Working
Group on Latin America. The Subcommittee was charged with respon-
sibility for monitoring the implementation of the program and evaluat-
ing additional program proposals. On January 12, 1959, it prepared a
“Special Report on Latin American Student Program,” which de-
scribed the progress made on the ten project proposals approved by
the OCB on August 27, 1958, summarized the results of a review of
five additional proposals, and recommended that the responsible
agencies consider implementing them along with the original propos-
als. The additional proposals involved seminars in the United States
for English teachers, a study program for officials and leaders of teach-
ers’ organizations, seminars in teacher-training methods, seminars in
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the United States for directors of schools of social work, and a series of
projects that could be organized by private groups. (Ibid., Latin
America—Documents, 1959)

On January 4, 1960, the Subcommittee prepared a draft “Report
on the Status of Latin American Student Program Proposals,” which
stated that while generally satisfactory progress had been made in
initiating the specific projects approved by the OCB, they had only a
marginal effect in influencing Latin American student leaders to sup-
port friendly relations between their respective countries and the
United States. The report also noted that deep-seated anti-U.S. atti-
tudes could not be materially changed over such a brief period, and
recommended the following: 1) that the departments and agencies
involved consider allocating additional resources to expand activities
relative to Latin American students, and 2) that they urge private
organizations to increase their participation in exchange programs. A
copy of the report and a memorandum from Assistant Secretary Ru-
bottom to Under Secretary of State for Political Affairs Livingston T.
Merchant, commenting on it, both dated January 4, 1960, are ibid.

The OCB concurred in the recommendations contained in the
report at its meeting on January 6, 1960, and approved its circulation
under date of January 13. (Minutes of OCB Meeting, approved January
13, 1960; ibid.)

6. Editorial Note

At its meeting on June 27, the NSC Planning Board had prelimi-
nary discussion concerning the review of NSC 5613/1 directed by
NSC Action No. 1930-b (see footnote 7, Document 4), and requested
the Department of State representative on the Board to submit a re-
vised draft of the “General Considerations” section of NSC 5613 /1 for
consideration by the Board on July 11. The Planning Board also agreed
that other members who wished to submit proposed changes in the
“Policy Guidance” section should do so by the same date, and that the
Board’s Chairman should invite a group of experts to consult with the
Board on a revised policy statement for Latin America. (Record of
Meeting of the NSC Planning Board, June 27; Department of State,
S/S-NSC Files: Lot 62 D 1)

Pursuant to the Board’s decision, Nelson Rockefeller attended its
meeting on July 7, and on July 11, Milton Eisenhower, former Assist-
ant Secretary of State for Inter-American Affairs Henry E Holland, and
former Ambassador Walter J. Donnelly (currently U.S. Steel Company
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representative in Caracas) participated in the meeting. They discussed
the draft revision of the “General Considerations” prepared by the
Department of State, and the Board referred the draft to the NSC
Board Assistants for further revision in light of the discussion. (Record
of Meeting of the NSC Planning Board, July 7; ibid.) In a July 14
memorandum to Sherman Adams, commenting on the role of the
consultants, Robert Cutler stated the following: ““All three men [Milton
Eisenhower, Holland, and Donnelly] made extremely useful contribu-
tions which will facilitate the Planning Board’s task of reviewing our
current Latin American policy. I can think of no more effective use of
consultants on any Council assignment in recent years.” (Eisenhower
Library, Sp. Asst. for Nat. Sec. Affairs Records)

During the latter part of July, revisions of the “Policy Conclu-
sions” and ““General Courses of Action” sections of NSC 5613 /1 were
drafted in the Bureau of Inter-American Affairs, and submitted to the
Planning Board under date of July 21. At its meeting on August 5, the
Planning Board again discussed Latin American policy with Milton
Eisenhower, who had recently returned from a trip to Central America
(see Documents 58 ff.), and suggested numerous amendments to the
Department of State draft. The Board then deferred further considera-
tion of the matter to allow the NSC Board Assistants to make addi-
tional revisions.

On August 15, however, the Department of State representative
on the Planning Board requested deferral of consideration of a revised
policy statement on Latin America for three months to enable the
Department to take account of recent developments, such as the pro-
posed Inter-American Regional Development Institution, and reports
by Vice President Nixon and Milton Eisenhower on their respective
trips to Latin America. (Record of Meeting of the NSC Planning Board,
August 5; Department of State, S/S-NSC Files: Lot 62 D 1) In a
memorandum to Assistant Secretary Rubottom and Deputy Assistant
Secretary William P. Snow, dated September 9, John C. Hill, Jr., stated
in part the following: “Mr. Gray and the NSC Planning Board have
agreed to postpone for three months the revision of the Policy State-
ment on Latin America. We are to revise the existing draft and submit
it to the Planning Board in November with a view to approval of the
new Policy Statement in December.” (Ibid., ARA Special Assistant’s
Files: Lot 60 D 513, NSC 5613 /1—1958)
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7. Special Report by the Operations Coordinating Board to the
National Security Council !

Washington, November 26, 1958.
SPECIAL REPORT ON LATIN AMERICA (NSC 5613/1)
(Policy Approved by the President, September 25, 1956)
(Period Covered: From May 22, 1958 through November 26, 1958)

1. Purpose

To prepare an abbreviated Report to be used by the National
Security Council in the review of policy towards Latin America.

2. Current Status

a. Since the submission of the last OCB report—issued on May 21
shortly after the Vice President’s visit to South America—good prog-
ress has been made towards the development of an expanded program
of U.S. Government operations designed to be more effective in
achieving U.S. policy objectives for Latin America. But the underlying
political and economic maladjustments in the area which were re-
ported as the problems six months ago remain much the same and are
not subject to rapid solution. The principal advances to date in US/
Latin American relationships have been in the adoption by the United
States of a more sympathetic and constructive interest in the problems
of the area. Continued progress will depend on the ability of the
United States and Latin American Governments to move smoothly
from the phase of consultation and planning to the phase of concrete
action which lies immediately ahead.

b. The implications of the new steps described below as well as
the continued problems facing the achievement of U.S. objectives in
the area are that NSC 5613 /1 should now be reviewed as was recom-
mended in the previous report, and as is now in process.

! Source: Department of State, S/S-NSC Files: Lot 62 D 1, NSC 5613 Series. Secret.

On August 29, the OCB Board Assistants agreed that since a review of NSC policy
toward Latin America had been approved, an abbreviated special report pursuant to
NSC 5613/1 in place of the regular report, scheduled for OCB consideration in Novem-
ber, would meet current needs and not require consultation with field missions in its
preparation. (Memorandum by OCB Acting Executive Officer Roy M. Melbourne to the
OCB, November 13; ibid., S/S-OCB Files: Lot 61 D 385, Latin America—Documents,
1958) The OCB concurred in the special report at its meeting on November 26, and it
was transmitted to the NSC under cover of a memorandum from Melbourne to Lay,
December 2.

This special report contains four annexes, two of which are printed below. The
Financial Annex and Annex C, “Sino-Soviet Bloc Activities in Latin America” are not
printed.
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3. Recent Major U.S. Actions

The United States Government in recent months has taken key
actions which contributed towards adopting a more constructive pos-
ture towards Latin America.

a. Increased high-level attention to Latin America was reflected in
the visits to the area of the Vice President, the Secretary of State, and
Dr. Milton Eisenhower, as well as by the informal meeting of Foreign
Ministers held in Washington in September. 2

b. Inter-American Regional Economic Development Institution. The
United States decision to support a special regional lending institution
for economic development met a long-standing Latin American desire.

c. Regional Common Markets. United States participation in the
decision to prepare a report on this subject for the Inter-American
Conference, to be held towards the end of 1959, represented another
step towards working with Latin America in solving the area’s prob-
lems.

d. Commodity Agreements. The United States played a helpful role
in bringing about a new Inter-American coffee producers agreement.

e. Special Committee of the Organization of American States (OAS).
The establishment of this body provided a mechanism for examining
further economic proposals and assured that these would be handled
within the framework of the OAS.

f. Special Latin American Student Program was approved by the
Operations Coordinating Board (OCB) in an effort to influence atti-
tudes of Latin American university students towards a more sympa-
thetic view of the United States.

g. Financial Assistance. The United States has made considerable
effort to encourage Latin American governments to confront more
courageously their fiscal and balance of payments problems. Material
assistance has also been given which included the approval during the
six months period ending September 30, 1958 of loans amounting to
$261.7 million from the Eximbank; $61.1 million from the Interna-
tional Bank for Reconstruction and Development (IBRD), and $11.6
million from the Development Loan Fund (DLF). Net disbursements
(disbursements less collections on principal only) amounted to $184.5
million from the Eximbank and $25.3 million from the IBRD, and none
thus far from DLE Additional loans authorized since September 30,
1958 amounted to $86 million from the IBRD and $2.6 million from
the DLF; net additional disbursements by IBRD were $826,000.

?The informal meeting was held September 23-24; documentation is in Depart-
ment of State, Central File 363; OAS Files: Lot 60 D 665; Rubottom Files: Lot 60 D 553;
and Conference Files: Lot 64 D 559, CF 1117-CF 1121.
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Taken together, these developments (described in greater detail in
Annex A) represent a considerable adjustment of the U.S. position
towards economic development and other key issues. Latin Americans
are now watching closely to see if the United States carries out what
they consider to be the implicit promise of greater support to the
development of the area.

4. Major Problems Confronting the United States

Meanwhile, the underlying economic and political maladjust-
ments which were outlined in the last OCB Report of May 21, 1958 as
affecting the attainment of U.S. goals remain much the same. These
problems and maladjustments (further described in Annex B) may be
summarized as:

a. Economic. Despite some recent price rises, world prices and
demand for the narrow range of basic commodities exported from
Latin America remained below the level of recent years. This situation
complicates their efforts to finance from their own resources what
Latin America regards as a reasonable rate of economic development
and rise in living standards. With demand for imports remaining on a
high level, partly because of inability to control inflation, new strains
were placed on the precarious balance of payments position of several
countries. Monetary stabilization efforts in several countries were
placed under added strain. Several of these governments continued to
show a disturbing lack of effective actions in dealing with domestic
financial instability and external payments problems and, in the area
generally, there continued to be a lack of realistic economic planning
and programming. Latin American governments among other things
continued to show difficulties with preparing sound projects to present
to various United States and international lending institutions. There
also appeared to be some confusion among them as to the various
criteria and policies of these banks. The interest of certain Latin Ameri-
can countries in maintaining large military establishments continued
to have an adverse impact on their economies.

b. U.S. Government Economic Activities. Despite the more construc-
tive attitude adopted by the United States towards the area’s economic
problems (see above) and U.S. loans to governments in financial diffi-
culties, several steps taken during the period had an adverse effect on
our relations with Latin America. The failure to renew the suspension
of the U.S. copper import tax in July and the adoption of lead-zinc
quotas in September, added to previous restrictions on the import of
competitive commodities, represented to much of Latin American
opinion a continued inability of the United States to follow liberal
trade practices of benefit to them.
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c. Political instability, a continuing problem in much of the area,
was illustrated by the expansion of the civil war in Cuba as well as by
attempted coups in Bolivia, Haiti, and Venezuela, and remained a
serious hindrance to economic development.

d. Major misunderstandings by Latin Americans of the United
States and of U.S. policy—such as the charge that the United States
supports dictatorships—as well as lack of understanding in the United
States of Latin American problems, continued to impede the develop-
ment of fully harmonious relationships.

e. Ultra-nationalist sentiment continued to present an obstacle to
effective U.S.-Latin American partnership as well as to admission of
foreign capital for economic development. In this respect, however,
the decision of the Argentine Government to modify its petroleum
policy by admitting U. S. firms represented a beneficial development.

f. Soviet Bloc and Communist Party activity, aimed at fanning anti-
American sentiment and stimulating more “neutralist” policies in
Latin America, continued to make headway in the area despite some
setbacks such as anti-Communist electoral victories in Brazil and
Chile. The Communists continued to increase their influence over
organized labor in most countries. Problems in disposing of commodi-
ties and related foreign exchange shortages continued to give impetus
to desires to expand trade with the Soviet Bloc, while Bolivian difficul-
ties in marketing tin were accentuated by Soviet tin dumping. The
Communist Bloc continued to step up its political and propaganda
emphasis on its economic and cultural offensive in Latin America and
a number of new offers were made which may result in a future
increase of Bloc trade with the area.

g. Overseas Internal Security Programs. Only moderate progress
was made in carrying out these programs, and Latin American govern-
ments generally continued to place a low priority on limiting Commu-
nist subversion and penetration.

[Here follows a list of attachments.]

Annex A

MAJOR DEVELOPMENTS

5. Increased High-Level U.S. Attention to the Area. Increased high-
level U.S. attention to the problems of Latin America has contributed
toward reducing the feeling in Latin America that the United States
neglects its closest neighbors while lavishing its attention and re-
sources on Europe, the Middle East and Asia.

a. The Vice President’s visit to Latin America was followed by an
exchange of correspondence in June between President Kubitschek of
Brazil and President Eisenhower in which the former proposed an
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“Operation Pan America” to strengthen ties among the American
republics and to devote greater attention to the problem of under-
development in Latin America. The President’s reply was carried to
Brazil by the Assistant Secretary of State for Inter-American Affairs.?
In August, the Secretary of State—making a favorable impression on
Latin American opinion by devoting time to Latin American problems
despite the pressures of the Lebanese crisis—visited Brazil to discuss
“Operation Pan America” and US-Brazilian relations with President
Kubitschek. In September, at the Secretary’s invitation, the Foreign
Ministers of the American Republics held a successful informal meet-
ing at which they took a number of steps in the economic field and
agreed to recommend that their government instruct representatives
on the Council of the OAS to consider the desirability of holding more
frequently informal meetings for Foreign Ministers and other high
ranking government representatives.

b. Meanwhile, in late July, Dr. Milton Eisenhower, accompanied
by ranking officials of the Departments of State and Treasury and of
the Export-Import Bank and the Development Loan Fund, completed a
tour of Central America.* Dr. Eisenhower met with some 1,200 Gov-
ernment, business, labor, agricultural, and intellectual leaders and ex-
plored thoroughly with them the current problems confronting their
countries and the relationship of the United States to them.

c. Progress has also been recorded during these months in briefing
the governments of the other American republics through meetings
between the Secretary of State and Latin American ambassadors and
Foreign Ministers and through our Embassies in Latin America on the
United States position and intentions with respect to major issues
arising in the conflict between the free world and international com-
munism, e.g., the Lebanon and Taiwan crises. While these measures
necessarily fall short of the aspiration of some Latin Americans for full
consultation and participation in the formulation of the United States
decisions on major world problems, they are making an important
contribution toward reducing apprehensions of Latin Americans that
decisions affecting the security of the Western Hemisphere are made
without taking their interests and views into account.

d. Special efforts were also made to inform and consult with Latin
American governments on U.S. decisions and policies of special inter-
est to them. Prior to the public announcement on September 22 of the

3 The exchange of letters between President Kubitschek and President Eisenhower,
dated May 28 and June 5, is printed in Department of State Bulletin, June 30, 1958, pp.
1090-1091.

* Dr. Eisenhower'’s factfinding tour of Central America, as the personal representa-
tive of the President, took place between July 12 and August 1, 1958. A brief report on
the trip, released by the White House on August 1, is printed ibid., August 25, 1958, pp.
309-310. See also Documents 58 ff.



General U.S. Policy Toward Latin America 41

imposition of quotas on the import of lead and zinc into the United
States, the Latin American governments most immediately affected—
Peru, Mexico, Bolivia and Guatemala—were privately informed at a
high level, and although this did not prevent an adverse reaction it
removed any bases for complaint that they were forewarned. Advance
consultations were also held with Venezuela regarding the impact on
that country of restrictions on oil imports.

e. The program of bringing Latin American Chiefs of State and
other leaders to this country is also going forward. Visits to Washing-
ton have been scheduled for President Frondizi of Argentina in Janu-
ary and President Lemus of El Salvador in March. Frequent visits to
the United States by Latin American Foreign Ministers and other Cabi-
net officers in connection with United Nations meetings and other
activities have also afforded opportunities for personal contacts with
senior U.S. officials.

f. U.S. Senate Study. Reflecting high level Congressional interest
in the area, the Senate Committee on Foreign Relations has been
authorized to make a full and complete study of United States rela-
tions with the American Republics. A sub-committee under Senator
Morse will make the study. In the conduct of the study the sub-
committee may use the experience, knowledge and advice of private
organizations, schools, institutions, and individuals, in its discretion. It
is also authorized to call on the departments and agencies for informa-
tion and services required for the completion of the study. $150,000
has been made available for this purpose.

6. Economic. In the economic field United States Government
operations in the period since our last report have resulted in a num-
ber of measures adding up to a more positive approach toward Latin
American aspirations for a greater United States contribution to their
economic development. These measures included:

a. Inter-American Regional Development Institution — The
United States re-examined its position with respect to U.S. participa-
tion in the establishment of a special regional lending institution to
help finance Latin American economic development which had long
been an objective of the Latin American countries. Under the immedi-
ate impact of a decision to support a regional Arab development insti-
tution as part of the solution of this summer’s Middle East crisis, the
Under Secretary of State for Economic Affairs announced on August
12 to the Inter-American Economic and Social Council (IA-ECOSOC)
that the United States is now prepared to consider the establishment of
an inter-American regional development institution which would re-
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ceive support from all its member countries.® Following up on this
announcement, the United States took the lead at the September For-
eign Ministers Meeting in obtaining agreement that a specialized com-
mittee of government representatives should be convened by
IA-ECOSOC in accordance with resolution XVIII of the 1957 Buenos
Aires economic conference, and meet in continuous session until it
completes draft articles for the institution. ¢

This development, which was widely interpreted as a reversal of
United States policy and a “victory” for Latin America, was generally
well received in the other American Republics although the ultimate
reaction will depend much on the lending policies of the bank, the role
of the Latin Americans in determining them, and the extent of United
States as well as Latin American contributions to its resources.

b. Common Market—Following a UN Economic Commission on
Latin America (ECLA)-sponsored meeting in Santiago, Chile, in Febru-
ary,” which proposed the organization of a regional Latin American
market, the past months have brought renewed indications of interest
in a general common market as well as in establishing smaller, re-
gional common markets in Latin America.

The Central American republics signed subject to ratification by
national parliaments a multilateral free trade agreement at the close of
the 5th Session of the Central American Economic Cooperation Com-
mittee, June 4-10, at Tegucigalpa.® Colombia, Ecuador and Venezuela
have established commissions to propose plans for the promotion of
mutually beneficial trade among the three countries including possibly
forming a regional common market.

In response to these signs of increased interest in Latin American
regional markets, the United States played a more sympathetic role in
encouraging their development and subscribed to the final communi-
qué of the September Foreign Ministers Meeting which provides for
the submission of a report by the Inter-American Economic and Social
Council (IA-ECOSOC) on regional common markets not later than the
Eleventh Inter-American Conference scheduled to be held in Quito
late in 1959. The United States also made known that it was prepared
to assist financially in the establishment of sound industries, through

* This statement by Under Secretary Dillon was issued by the Department of State
as press release 463; it is printed in Department of State Bulletin, September 1, 1958, pp.
347-348.

® For text of the communiqué on this subject, approved at the informal meeting of
Foreign Ministers in Washington on September 24, see ibid., October 13, 1958, pp.
575-576.

7 Apparent reference to the ECLA’s working group meeting in Santiago, February
3-11; details concerning the meeting were transmitted to the Department of State in
despatch 802 from Santiago, February 14. (Department of State, Central Files, 340.210/
2-1458)

* Documentation on this subject is ibid., Central File 813.00.
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appropriate agencies, under suitable conditions, with a view to pro-
moting enjoyment of the benefits of regional markets through public
and private investment.

c. Commodity Agreements—After prolonged negotiations under
the auspices of the Coffee Study Group failed to bring an agreement
on joint marketing controls binding both Latin American and African
coffee producing countries, the Latin American producers signed a
new inter-American producers agreement on September 27, 1958 to
replace the Mexico City agreement which expired on September 30,
1958. The new agreement is based on retention of a fixed percentage
of production, as was the Mexico City arrangement, with quantities
varying from 5% for small exporters to 40% in the case of Brazil. The
agreement was signed on September 27 by representatives of all 15
producing countries of this hemisphere, whereas last year’s agreement
had only seven signatories. These countries provide about 80% of the
world exportable supply of coffee.

African producers, with the exception of the British colonies and
Ethiopia, were prepared to join an agreement establishing specific
export quotas for each signatory, but were unwilling to agree to a
retention formula. Brazil refused to accept a fixed export quota, and
the other Latin American producers were obliged, because of Brazil’s
preponderance in the market, to follow her lead.

The Coffee Study Group is continuing its consideration of the
long-range problem of developing a better balance between supply
and demand.

d. Loans Extended to Latin America—As of September 30, 1958,
the Development Loan Fund had approved in all six loans totaling
$11.6 million for projects in Brazil, Honduras and Paraguay, and has
under consideration loan applications totaling $65.7 million. There has
not been time as yet for disbursements.

The Export-Import Bank, 37% of whose outstanding loans are in
the Latin American area, approved loans amounting to $261 million in
the six months ending September 30, 1958. Loan disbursements less
repayments on principal for the six months ending September 30 were
$184.5 million. Undisbursed commitments amounted to $644.5 mil-
lion on September 30, 1958.

In the same period the International Bank for Reconstruction and
Development approved loans amounting to $61.1 million. The net
disbursements made by IBRD for the period were $25.3 million. Un-
disbursed commitments amounted to $177.8 million on Sept. 30, 1958.

The International Monetary Fund authorized drawings of $85
million to Latin America during the six months ending September 30,
1958. Drawings less repayments amounted to $39 million.

e. Increase in Lending Authority Public Law 85-424, which in-
creased the lending authority of the Export-Import Bank by $2 billion
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to $7 billion, was approved May 22, 1958.° As of September 30, 1958
the uncommitted lending authority of the Bank amounted to $2.2
billion.

f. Increase in Resources of International Monetary Fund and Inter-
national Bank for Reconstruction and Development—At the request of
the President, the Secretary of the Treasury ' in his capacity as United
States Governor of the International Bank and International Monetary
Fund proposed at the October annual meetings of the Fund and Bank
at New Delhi prompt consideration by the Executive Director of the
advisability of a general increase in Fund quotas, and an increase in
the authorized capital of the Bank. The U.S. resolutions calling for
such consideration by the Executive Directors were adopted unani-
mously. "' Member governments of the IBRD were invited to exchange
views informally with the United States on the subject of the proposed
International Development Association. It was indicated that further
action by the United States would depend on the tenor of the views
expressed by interested governments and on the results of additional
study within the U.S. Government. '?

Note: Additional loans authorized since September 30, 1958
amounted to $2.6 million from the DLF; $86 million from the IBRD;
and $1.3 million from the IME

g. Amendment to Tax Regulations—The Treasury has initiated an
amendment of tax regulations so that the allocation of profits between
domestic and foreign sources may proceed on a basis other than the
formula now in the regulations if this would “more clearly reflect
proper source of income”. First urged by Costa Rica and the United
Fruit Company, the change in regulations would apply where there is
no independent price for a commodity produced in one country and
sold in another. Under the new regulations, a taxpayer may present its
case for allocating a larger share of profits to its foreign operations
than heretofore. If the United Fruit case is persuasive, financial bene-
fits would accrue to it and to countries abroad in which it operates.
This could be interpreted as a demonstration of the United States’
desire to promote the wellbeing of the countries affected.

h. Master Program Book—A programming process has been de-
veloped by ICA, with the approval of the Department of State, for the
FY 1960 submission for the Mutual Security Program which represents

° For text of the act, see 72 Stat. 133.

' Robert B. Anderson.

' Documents pertaining to the annual meetings of the IMF and IBRD at New Delhi,
October 6-10, 1958, are in Department of State, Central Files 398.13 and 891.00.

"2 For text of a report on the proposed International Development Association sub-
mitted on behalf of the NAC by Secretary of the Treasury Anderson to the Senate
Foreign Relations Committee on August 14, see Senate Document 45, $86th Cong., 1st
Sess.
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a basic innovation for Latin American USOMs. A Master Program
Book for each country has been developed which, in the context of
over-all U.S. policies and objectives identifies problems and conditions
in the field of economic development which face these objectives, and
then activities which address the problem and conditions. The Master
Program Book is conceived as a country team effort periodically to
examine in each country the requirements for, and availability of,
resources from all sources (local, foreign and U.S. resources, both
public and private, and among U.S. resources, non-MSP as well as
MSP) to deal with those problems in a country which must be solved if
U.S. objectives in relation to that country are to be achieved. It is not
intended to modify the project approach for assistance to Latin
America.

i. Shift in Argentine Petroleum Policy—A noteworthy develop-
ment with reference to the sustained United States policy of not mak-
ing public funds available for development projects for which private
capital is available on equitable terms, was the Argentine Govern-
ment’s action in negotiating with United States oil companies and
other private firms with the result that on July 24, modifying Argen-
tina’s opposition to investment of private foreign capital to develop its
oil resources, President Frondizi announced agreements with foreign
private companies, involving nearly $1 billion of foreign capital in the
development of the petroleum industry. Most of these agreements
were not definite contracts but require further steps to reach definite
implementation. They involve United States interests (about $900 mil-
lion) and West German and Belgian companies. In addition Soviet
Russia has offered and Argentina accepted on October 27 for future
delivery petroleum equipment valued at 400 million rubles (officially
$100 million), to be repaid by Argentine products.

The Argentine announcement on petroleum development had an
appreciable impact on Brazil’s thinking on its nationalistic economic
policy. Fears of Argentine predominance in the region were expressed.
The Brazilian Government, still unwilling openly to face a modifica-
tion, again raised with Secretary Dulles the possibility of U.S. Govern-
ment financing for Brazilian petroleum development. However, a pub-
lic opinion poll in Brazil showed 31.9% of 16,737 replies in favor of
joint exploration by Petrobras and national and foreign interests;
20.4% in favor of Petrobras and Brazilian private interests only; and
only 11.3% in favor of Petrobras only. Nonetheless, the elements
which have traditionally supported Petrobras have reiterated their
intention to support the national oil monopoly.

7. Information, Educational and Cultural Activities—Among infor-
mation, educational and cultural activities, the major developments
were the appropriation by the Congress of an additional $2 million for
Educational Exchange Activities and the approval by the Operations
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Coordinating Board (OCB) of a special Student Program for Latin
America. The aim of this program is to improve the attitude of the
Latin American students toward the people and policies of the United
States, and in a relatively short time to influence them to support
friendly relations between their countries and the United States. The
university students were made the subjects of this intensive program
of pro-United States orientation because the students are taking not
only an active and direct role in political affairs but also provide a key
element of the increasingly numerous and influential intellectual
groups in Latin America. The planned expenditure of the student
program was a minimum total of $7,328,837 and a maximum of
$11,495,307 in FY 1959. This included the additional appropriation of
$2,000,000 mentioned above. In addition, the Department of Defense
plans to spend a total of $13,764,200 in FY 1959 for its Latin American
training program.

8. Student Program—Salient features of the Student program in-
clude:

a. Seminars for Latin American students on U.S. and Puerto Rican
campuses.

b. Sending U.S. students to Latin American universities.

c. Increasing the grants for the exchange of U.S. and Latin Ameri-
can professors.

d. The encouragement of Puerto Rico to increase exchanges of
students and professors with the Latin American countries.

e. Extension of Binational Center activities onto university cam-
puses, including the establishment of new branch centers where these
are deemed essential.

f. Increasing the variety and number of U.S.-authorized textbooks
available to Latin American university students in key subjects.

g. Selected assistance in the improvement of plant and equipment
of Latin American universities subject to approval under ICA program-
ming.

Detailed planning for the use of $2 million appropriation and
implementation of the special student program has been completed.
Some projects are already under way. Additional projects are being
considered by a subcommittee of the Latin American Working Group.

9. Military—The United States has continued efforts to develop
current and future U.S. military programs in Latin America in conso-
nance with national policy and objectives. The immediate objective
continues to be to gain and maintain the acceptance and understand-
ing by the Latin American countries of the role that the U.S. visualizes
for them in the defense of the Western Hemisphere.

a. Review of Military Plans—The Joint Chiefs of Staff reviewed
bilateral military plans with Latin American countries taking into ac-
count the latest U.S. national policy. Proposed revisions to the plans
serve to emphasize the role of the Latin American military establish-
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ment in contributing to Western Hemisphere defense, through the
defense of the coastal waters, ports, and approaches thereto, bases,
strategic areas and installations located within each nation’s own terri-
tory, and routes of communications associated therewith, and to re-
move provisions which commit certain forces to the sole task of assist-
ing in the protection of the Panama Canal.

b. Military Rights in the Latin American Area—Military discus-
sions with Brazil arising from the Fernando de Noronha Agreement
have continued within the Joint Brazil-United States Defense Com-
mission. On July 18, 1958, the United States offered to Brazil military
equipment valued at $87.5 million. This proposal, which was prof-
fered in the expectation of providing final settlement of Article 6 of the
Noronha Agreement, received general (unofficial) approval by Brazil-
ian Air Force and Navy authorities, but was not fully satisfactory to
the Brazilian Army. The Brazilians accepted the offer and the Fer-
nando de Noronha negotiations can now be concluded.

No progress has been made with respect to U.S. proposals to
revise the Mexico-United States Defense Plan, to reflect U.S. require-
ments in the area of Air Defense operations, rights and agreements.
Realizing the requirement for greater security measures in the Mexi-
can-United States border area, the reluctance of Mexico to discuss
mutual security matters in the joint Mexico-U.S. Defense Commission
is a subject of much concern to U.S. military agencies.

10. The Owverseas Internal Security Program (OISP)—Little progress
was made during the reporting period on the implementation of the
courses of action listed in the OISP Annex to the Latin American
Operations Plan, dated January 17, 1958, except in Brazil and Bolivia.
While an organization has been established in Guatemala to combat
communism, it is too early to judge its effectiveness. In Chile no
further action was taken pending the fall elections and the installation
of a new government. In Brazil the National Intelligence Agency re-
ferred to in the OISP Annex has been established though it is not yet
effective. Also in Brazil a new program ($124,000) has been proposed
for consideration but no further action was taken with respect to the
traffic survey for Sao Paulo or the other proposals. In the general field
of internal security, surveys were initiated in Ecuador, Panama and
Costa Rica but programs have not yet been agreed upon. A decision by
the Director of ICA, " not yet reviewed by other agencies, to restrict
the supply of equipment under the OISP program for demonstration
and training purposes (subject to exceptions under special conditions)

3 James H. Smith, Jr.
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has implications for current programs which contemplate a grant of
equipment. '*

Annex B

MAJOR OPERATING PROBLEMS AND DIFFICUITIES FACING THE
UNITED STATES

11. The six months since our last report have brought further
illustrations of the basic economic, political, psychological and other
problems which affect the attainment of U. S. operational goals in
Latin America. The magnitude of these problems, the principal of
which are summarized below, should dispel any expectation that the
steps recently initiated by the United States will of themselves provide
quick solutions to the deep-seated maladjustments of the area.

12. Political and Economic Aspirations. Since the close of World
War II, the Latin Americas, in common with peoples of other underde-
veloped areas, have increasingly aspired to higher living standards,
industrialization and other symbols of economic development, greater
popular participation in government, and greater civil liberties. These
popular aspirations for a better life are a natural consequence of urban-
ization and improvements in communications and education which
have made Latin Americans increasingly aware of the standards
achieved by the industrialized nations. They have been greatly accel-
erated by the practice of local political leaders as well as by communist
propaganda of presenting these aspirations of the public as achievable
goals. The area’s rising aspirations are also to some extent the product
of idealism stimulated by two World Wars which accentuated the
rights of individuals to freedom and participation in government and
the rights of nations to freedom from external political and economic
domination. However, in Latin America—as also in other areas—
these aspirations have increased a great deal more quickly than the
practical possibilities of attaining them as quickly as desired. Even if
the Latin American countries should develop the unity and self-disci-
pline necessary to make the most of the resources, and even if these
are supplemented by resources from abroad, a gap will continue to
exist between their aspirations and accomplishments.

13. In the resulting frustration, Latin Americans have inevitably
become more sensitive to the actions of the United States, tending to
judge everything that does not in their eyes contribute sufficiently to
the achievement of these aspirations as obstructionism. Underlying

'* An OCB memorandum to James Lay, dated December 22, contains a brief updat-
ing supplement to the “Major Developments” section of this report. (Department of
State, S/S-OCB Files: Lot 61 D 385, Latin America—Documents 1958)
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these frustrations is a concept held by large segments of Latin Ameri-
can opinion that the United States—rather than the Latin American
peoples and governments themselves—is primarily responsible for the
solution of Latin American economic and political problems. Since the
United States Government has no practical way either of deflating
ambitions which are not immediately achievable or of fully satisfying
them, its pronouncements and policies have sought both to encourage
the Latin Americans to accept responsibility for their own economic
development while at the same time accentuating U. S. willingness to
assist in the process by providing technical and other assistance to
Latin America. In practice, it has been extremely difficult to strike a
balance between these two components. Experience has shown that
Latin Americans frequently react negatively to exhortations from the
United States to put their houses in order, especially when made in
public, yet external pressure from the United States and international
lending agencies has made an important contribution to such develop-
ment of sound fiscal and economic policies as has been recently made
in the area. Similarly, Latin American responses to announcement of
U.S. economic policies have fluctuated between exaggerated expecta-
tions of large-scale U.S. underwriting of the area’s modernization to
hyper-critical condemnation of the United States disregard for Latin
American needs. In this atmosphere, we have not found—and it may
not be possible to find—an approach which will entirely meet the
problem of identifying the United States satisfactorily as a wholly
constructive force in the area.

14. Major Economic Problems. A series of adverse economic devel-
opments have sharpened Latin American discontent with the state of
their economies. Taken together these developments represent a de-
cline in the area’s rate of economic growth at a time when the popula-
tion is rapidly expanding.

a. Balance of Payments and Inflation. Latin America’s export diffi-
culties, coupled with rising demands for imports, have produced sizea-
ble unfavorable trade balances, and inflationary pressures have con-
tributed heavily to this situation in much of the area. Between
1950-1957 the area’s exports of goods and services rose by 22.9%
while its imports—stimulated by population increases and industriali-
zation as well as by inflationary fiscal policies—of these items rose
56.5%, measured in 1950 prices. The United States, aided considera-
bly by the International Monetary Fund (IMF), has made substantial
effort to encourage Latin American governments to confront more
courageously their fiscal and balance of payments problems. It has
also given considerable material assistance, some 42% of the Ex-
imbank’s disbursements since 1953 having consisted of credits de-
signed to give general support to import requirements of the countries
concerned from the United States and thus aiding the difficult balance
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of payment problems. However, under domestic political pressures
(especially reluctance to hold down wages and thus to oppose aspira-
tions for higher living standards), many Latin American governments
have shown timidity about taking measures to check inflation and
inability or unwillingness to institute sound fiscal and economic poli-
cies. The Bolivian and Chilean stabilization programs are running into
serious troubles and inflation has been continuing, especially in Ar-
gentina and Brazil.

b. Commodity Problems. Seventy-three per cent of Latin America’s
exports consist of petroleum, coffee, sugar, non-ferrous metals, cotton,
grains, bananas, and wool, and the area depends principally on these
to finance imported items for current consumption and economic de-
velopment. In general, world market conditions in 1957-58 have not
been favorable for these products, although the economic upturn in
the United States has recently been reflected in increased prices. In
some cases, action taken by the United States in protection of its own
producers or processing industries have appeared to Latin Americans
to add further injury to a difficult situation. Petroleum, 26% of Latin
America’s foreign earnings, is the only major export of Latin America
which has enjoyed relatively stable prices, but discontent about U. S.
voluntary import restrictions on petroleum is contributing to demands
for a much larger Government share in profits of the oil industry. In
the case of coffee, 20% of Latin America’s exports, mid-1958 reports
indicate increasing coffee surpluses due to anticipated significantly
higher production in the next two years with no foreseeable parallel
increase in exports or consumption. The Inter-American Producer’s
Agreement, which the United States helped to work out (see Para. 6.c.,
Annex A above) may serve to bolster prices for another year, but no
fundamental attack has yet been made on the problem of oversupply.
In the case of non-ferrous metals (7%), copper is currently recovering
from a 1957-58 depression in prices but market fluctuations have been
a persisting source of dissatisfaction. On July 1, the United States again
imposed a 1.7 cents per pound tax on copper imports, which had been
suspended for some years. In the case of lead and zinc, whose prices
have declined, the United States, on September 22, imposed quotas
limiting imports to 80% of average. The economic effects will be felt
principally by Bolivia, Mexico, and Peru. In the latter, particularly,
public and official reaction was markedly anti-U.S. In the case of tin,
Soviet dumping in 1957-1958 added to the softening of the market
following the suspension of U.S. stockpiling and brought a sharp
decline in prices which threatened to undermine Bolivia’s economy
and stabilization program. In the case of wool (2%), Uruguay, partially
due to its own exchange practices, faced difficulties in marketing wool
in the Free World and turned to the Soviet Bloc to dispose of its
surplus. The countervailing duties on wool tops imposed by the
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United States in 1953 continued to be a political issue despite the fact
that the United States offered to remove this duty at any time that
Uruguay could show that their exchange practices did not have the
effect of subsidizing these exports. In the case of cotton (4%) and grains
(3%), world market conditions have not improved and there is some
tendency to blame United States sales of agricultural surpluses.

c. Capital Movement. The annual gross flow of foreign capital—
official and private—into Latin America has risen markedly in recent
years from $1,610 million in 1956 to $2,167 million in 1957, while the
net flow rose from $1,040 million to $1,587 million in the same period.
A large share has been channeled into the extractive industries, espe-
cially Venezuelan oil, which accounted for about one-third of the 1957
total. Excluding Venezuela from both gross and net figures, the United
Nations Economic Commission for Latin America (ECLA) estimated a
net capital inflow of $826 million for 1957. These figures include
private direct investment, medium-term private credit, and short-term
credit, as well as official loans and grants. Of course, all of this flow
does not directly finance new productive investment. In many coun-
tries the climate for private U.S. investment remains unfavorable, al-
though, as indicated elsewhere in this Report, there were some signs
of improvement in Argentina.

The Development Loan Fund (DLF) has not made a significant
contribution to the area’s requirements for capital assistance. As of
October 3, 1958, $11.6 million had been approved for six projects in
three countries (see Para. 6.d. above). Forty-seven per cent of all loan
applications withdrawn from consideration by DLF were applications
from Latin America and only 4% of the loan applications under con-
sideration by the Fund were from that area. The reasons for the small
amount being loaned by the DLF to Latin America are complex, in-
volving, inter alia, the fact that relatively few documented applications
have been presented from Latin America, the lack of soundness of
many of these applications, the availability of funds from other private
and public sources, and the relative priorities assigned the other areas
for the available funds. But the fact remains that the DLF has not
developed into an important instrument to meet Latin American eco-
nomic problems. In the same period, $149 million in DLF loans were
approved for South Asia, $48 million for the Far East, and $22 million
for Africa, although account should be taken of the fact that Eximbank
has concentrated on Latin America.

d. Rates of Economic Growth. During the immediate post-war
years, under the impetus of strong foreign demand for the area’s
products and the expenditure of wartime savings, Latin America
achieved a significant rate of economic growth. From 1945 to 1950, the
annual increase in per capita gross national product averaged about
2.5%, measured in 1950 prices. In 1956-57, the comparable figure
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declined to 2.1%. Moreover, many of the countries and large segments
of the population were untouched by these advances, which were
unevenly distributed. The higher rates of growth in Cuba, Mexico, and
Venezuela had an important effect of raising the overall average in
both periods. There were also wide fluctuations in rates of progress
(1952-3 and 1956 were years of stagnation) due principally to fluctua-
tions in the markets for Latin American exports. Agricultural produc-
tion for the area as a whole has barely kept pace with population
growth. It appears that there has been little or no growth in the real
earnings of unskilled urban workers, even in some countries where the
gross national product has risen substantially. Such factors, while nec-
essarily giving a superficial impression of an extremely varied and
complex situation in 20 countries, lie at the root of Latin America’s
feeling that it is not making satisfactory progress.

e. Problems Connected with Setting up Priorities, Determining
Sources of Loans and Preparing Projects. The large number of public
international and U.S. lending institutions, with differing criteria and
requirements for economic data, has somewhat bewildered the Latin
American governments as to which is the proper institution to apply
for what project. These governments also find it difficult to collect and
present the necessary economic data and to establish an orderly sys-
tem of priorities for projects which they have tentatively examined but
have not taken concrete form. These two difficulties bear a share of
responsibility for the failure of Latin American governments generally
to make fully effective call on funds available for loans. In order to
overcome these difficulties some governments have engaged the serv-
ices of U.S. private consultants and/or have made attempts at estab-
lishing centralized economic planning bodies. However, these solu-
tions have nowhere been fully effective and there is no centralized
point in any Latin American capital in which the process of developing
projects, particularly the public sector, and establishing priorities can
be coordinated with the activities of the U. S. Government and inter-
national lending institutions.

f. Problem of Coordination. Latin American countries continued to
have difficulties with the problem of coordinating borrowing of the
dollar component and local currency component of project loans. The
local currency component is of particular importance in some Latin
American countries because imbalance, inflation and other problems
restrict their ability to mobilize the local currency necessary to under-
take projects in the public sector even when the foreign exchange
component may be available from U.S. or international lending insti-
tutions. Consequently such countries are not in a position to initiate
sound applications for projects which might otherwise make a contri-
bution to economic development.
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15. Political Instability. Political instability continued to be a cause
as well as a symptom of lack of fully satisfactory progress toward
economic development and the establishment of representative gov-
ernments. Since the last Report, Cuba has continued to be torn with
domestic strife and, at this writing, there appears to be little prospect
of orderly transition from the presidency of General Batista to a freely
elected and stable government. In Bolivia and Haiti there have been
active attempts to overthrow the elected governments. In Venezuela
two abortive coups by military elements against the Junta which suc-
ceeded the dictatorship of General Marcos Perez Jimenez complicated
the process of establishing an elected, representative government in
elections scheduled for December, and gave further scope for the
Communists who took full advantage of the situation to increase their
influence rapidly. In Argentina, Guatemala, and Panama continuous
intrigue and rumors of plotting reflected less than satisfactory progress
toward constitutionality and stable governments. In Mexico, where the
election of Adolfo Lopez Mateos to succeed President Ruiz Cortinez
took place without event, '° the late summer was marred by politically-
motivated strikes and riots through which dissident elements, in-
cluding Communists, sought to impose extra-legal pressures on gov-
ernment policies.

In many of these countries, political instability has probably been
a significant factor in the recorded slowing down of the flow of domes-
tic and foreign private capital into developmental channels in recent
months. This fact again illustrates that stable and orderly govern-
ments, responsive to the aspirations of their peoples, are among the
most important prerequisites to progress toward meeting Latin Ameri-
can aspiration for more rapid economic progress.

In contrast, the election of Jorge Alessandri, the pro-American,
free enterprise candidate as President of Chile, '® and the inauguration
of Alberto Lleras Camargo as President of Colombia,'” represent solid
advances, although each faced formidable economic and political
problems. Earlier in 1958, some progress had also been made in Ar-
gentina, Venezuela, and Honduras toward the development of institu-
tional and free governments; and, taken altogether, the trend of the
movement in Latin America is away from governments based on de
facto alliances between the military and a narrow segment of wealthy

'* Adolfo Lopez Mateos was elected on July 6 and inaugurated on December 1 for a
6-year term.

' Jorge Alessandri Rodriguez, after winning a plurality in the presidential elections,
was formally elected by the Chilean Congress on October 24 and inaugurated on
November 3 for a 6-year term.

'7 Alberto Lleras Camargo was elected on May 24 and inaugurated on August 27.



54 Foreign Relations, 1958-1960, Volume V

agricultural elements toward governments more responsive to the
emerging urban middle classes and the increasingly influential and
articulate intellectual elements.

16. Problems of Non-Intervention. For the past quarter century, in
Latin America forcible changes in governments have characteristically
been brought about by swift coups d’état in the capital city or by
relatively short-lived revolutions. Consequently, apart from ad hoc
measures for the protection of American lives and property, the United
States has been able to deal with the situation within the framework of
the inter-American system. However, the inter-American system has
no adequate provision for dealing with situations in which central
governments are not in control of the national territory. This was
illustrated in Cuba by the 26 of July” rebel movement of Fidel Castro
which last summer gained effective control of the countryside in the
eastern part of the island. In June the rebels kidnapped 47 American
citizens and have since presented a continued threat to U. S. personnel
and property. Although the release of the Americans kidnaped was
brought about by various pressures, the case illuminated the difficul-
ties of dealing with this guerrilla-type activity—reminiscent of the
days of Pancho Villa—with the techniques and policies which have
been primarily developed in the context of dealing with or through
governments in effective control of their national territories.

17. Misunderstandings of the United States, its policies and objec-
tives also continued to be a major impediment to the realization of
United States goals in Latin America. This serves to underline the need
for U.S. Government agencies to contribute to a coordinated and vig-
orous explanation of what the United States’ aims are in the area and
of what it expects the Latin Americans to contribute to the solution of
the individual and common problems of the nations of the area.

A review of the misunderstandings of which a few major in-
stances are sketched below, indicated that appearances were involved
fully as much as reality. The actions and aims of the United States
were sometimes willfully distorted by the opposition to the United
States, but in other cases our failure to win understanding and support
of the Latin Americans was due to our not being sufficiently mindful
of Latin American interests, emotional prejudices and sensitivities to
assess fully in advance how our actions would be received. In other
words, the U. S. problem was not only to be good but also to look
good.

a. The United States Supports Dictatorships in Latin America. This
charge has a disturbing acceptance in Latin America especially among
the articulate elements. It is particularly difficult to deal with, because
(1) it is illogical in the sense that these same elements strongly hold to
the view that the United States should abide by its non-intervention
commitments and would strongly resent U.S. interference in internal
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affairs, and (2) it disregards both the U.S. record of combatting Nazi
and Communist dictatorships and of giving material and moral sup-
port to popularly based governments in Latin America. Nonetheless,
some of those opposed to dictatorships in Latin America feel that the
entire pattern of U.S. relationships with authoritarian regimes indi-
cates support for dictatorships. Among specific actions singled out as
evidence of support are U.S. aid, particularly military training and
assistance, to authoritarian regimes and personal attention given to
dictators by the United States. Although Latin American governments
of all kinds often themselves take actions which could be equally
interpreted as support of dictatorships, Latin American opinion does
not attach as much significance to them as to the actions of the United
States which in this field, as in others, provoke intense reactions be-
cause of this country’s enormous power and influence in comparison
to any Latin American country. Maintaining the proper balance of
emphasis between observance of the non-intervention policy and tak-
ing appropriate occasions to identify the United States with Latin
America’s aspirations for greater democracy is likely to remain a prob-
lem for United States policy for some time.

Some measures have been taken to clarify for Latin American
opinion our support of the current emergence of more democratic
regimes. The statement of President Eisenhower, on the occasion of
the presentation of the credentials of new Venezuelan Ambassador
expressing the United States’ good wishes for the establishment of an
elected government in Venezuela was well received in Latin America
and contributed toward dispelling this misunderstanding. More posi-
tive actions of this kind are desirable as and when appropriate occa-
sions arise.

b. The United States neglects Latin America while concentrating its
attention and resources on Europe, the Middle East and Asia, remains
a persistent complaint of Latin Americans only partially softened by
the recent attention devoted to Latin America by the highest leaders of
the U.S. Government (see Annex A, Para. 6, above). Despite such
increased attention, however, the United States is likely to be subject
to this criticism so long as the entire U. S. Government aid to Latin
America remains a small proportion of the total that the United States
extends to foreign countries.

c. The United States has unlimited resources is also a concept which
is tenaciously held in the area, leading Latin Americans to conclude
that the United States “failure” to solve their problems of economic
and social development is the result of American indifference or ma-
levolence. Although some thoughtful Latin Americans have an intel-
lectual grasp of the burdens imposed on United States resources by
defense and foreign aid, many are unable to comprehend why the
United States cannot, if it only would, devote an effort to Latin
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America of the scope of the Marshall Plan in Europe or of our aid
programs in Asia in recent years. At the same time, it is not in the
interest of the United States to admit to economic limitations in such a
way as to give the impression that the United States is less able or
willing to assist with their problems than, for example, the Soviet
Union.

d. Prices paid for Latin American commodities are fixed at low levels
by the United States Government and /or large American corporations is
another widespread misconception among Latin Americans, who also
believe that the United States and American companies set artificially
high prices on manufactured goods exported to Latin America.

The correction of these misunderstandings and misconceptions
must remain a high-priority project for leading officials of the Govern-
ment in their public pronouncements and actions and private contacts,
as well as a continuing objective of the agencies of the Government
concerned with the dissemination of information about the United
States which will reach Latin American audiences.

Underlying these assumptions, it will be noted, is a concept held
by large segments of Latin American opinion that the United States—
rather than the Latin American peoples and governments them-
selves—is primarily responsible for the solution of Latin American
economic and political problems. A correction of this concept—proba-
bly involving a more forthright assertion of the primary responsibili-
ties of Latin American governments for their own welfare and of the
necessarily limited manner in which we can help—has been accepted
as a target by all agencies concerned.

18. Labor. Since the last Report on Latin America was prepared
economic conditions of workers have continued to deteriorate through
inflationary developments as well as unemployment caused by market
weakness for basic Latin American export products. This and intensi-
fied exploitation thereof by leftist elements have resulted in discontent
which has flared in numerous strikes and demonstrations, the most
pronounced of which were in Mexico where pro-Communist leaders
have been able to win an election in the important railway workers’
union. In Argentina the Peronistas seem destined to control the entire
labor movement by virtue of a newly adopted labor law permitting
only one registered union in each industry. In Venezuela the non-
Communist trade unions have accepted the cooperation of Commu-
nists, considering that for the present the threat of dictatorship is
greater to democracy and individual freedom than the Communists.
The recent repeal of the Law for the Defense of Democracy in Chile
gave greater scope for overt Communist actions and unless this trend
is checked in the forthcoming Alessandri administration, Communism
may exert greater influence over Chilean labor.
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19. Soviet Bloc Activities. Although actual Soviet Bloc trade with
Latin America continued to decline (down 24% in value for the first six
months of 1958 as contrasted with 1957), the Communist Bloc contin-
ued to step up its political and propaganda emphasis on its economic
and cultural offensive in Latin America and a number of new offers
were made which may result in a future increase of Bloc trade with the
area.

In a characteristic maneuver, the Soviets—discovering that they
were buying Uruguayan wool on the Netherlands market—trans-
ferred their buying operations directly to Montevideo and, while actu-
ally purchasing less wool, made substantial political capital by
presenting themselves as saviors of Uruguay from the vagaries of the
capitalist market while at the same time bringing pressure on Uruguay
to import from the Communist Bloc.

In the information and cultural field—through such measures as
arranging Latin American tours of the Bolshoi Ballet, Moscow’s
“Dynamo” football team, and a large Chinese Communist acrobatic
team—the Communist countries have sought to gain added prestige in
Latin American opinion and to diminish the significance of Latin
America’s traditional cultural ties with and dependence on the United
States and Western Europe. Sino-Soviet Bloc radio broadcasting and
publications activities have also increased. United States programs to
expose and counter the Communist offensive require more coordi-
nated and continuing attention by the agencies concerned.

20. Communist Party Activities. With the assistance of the Commu-
nist Bloc’s economic and cultural offensive, local Communist parties in
Latin America have assiduously devoted their efforts to the primary
aim of disrupting Latin America’s traditional friendly ties with the
United States. In general, they—Ilike the Communist parties in Asia,
the Middle East, and certain parts of Europe—have tended to suppress
revolutionary Communist aims and emphasized collaboration with
nationalist, left-wing socialist and, indeed, any elements which might
be expected to oppose United States influence. While Communist
leaders in Latin America retain the Communist control of the state
apparatus as their ultimate aim, they have increasingly in 1958 fo-
cused on the development in Latin America of “neutralist” govern-
ments on the model of Nasser’s Egypt, Nehru’s India, or Sukarno’s
Indonesia as the immediate and more achievable aim of Communist
tactics.

In Venezuela, profiting from their association with the overthrow
of the Perez Jimenez regime, the Communists have in recent months
sought with disturbing success to insinuate themselves as full partners
in the successor “democratic”’ coalition and to influence that coalition
into anti-American channels. In the Chilean presidential election, the
Communists made common cause with the Socialists and gave their
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full support, suppressing Communist revolutionary objectives, to Sen-
ator Salvador Allende in the unrealized hopes of bringing to power an
anti-American “neutralist”” government there. In such varied countries
as Brazil and Guatemala, Communists have aligned themselves with
nationalist elements of the far right as well as of the left in order to
limit the capability of local governments to pursue policies of firm
support of the United States and to tempt them to adopt a neutral
position in world politics.

21. United States Government Operations. From the U.S. viewpoint
current Communist tactics pose a number of difficult problems. As a
result of their suppression of their objective of forcible overthrow of
non-Communist governments and their current emphasis on “parlia-
mentary”’ tactics, Communists in a number of areas in Latin America
were gaining increasing acceptability as “legitimate” political parties
and their close alignment with non-Communist nationalist elements
has met with a sympathetic response.

One result has been that the United States Overseas Internal
Security Program (OISP) has not generally gained the interest and
support of the Latin American governments which, with the exception
of Bolivia, did not feel sufficiently threatened by Communism to over-
come local political problems inherent in establishing new security
organs. There were, for example, indications that some of the legally
constituted law enforcement and military bodies, as well as the non-
Communist opposition, resented and feared the introduction of new
security agencies designed to combat Communist subversion, fearing
they would be used (as they have in some cases) as political weapons
under the control of the existing governments primarily directed at the
political opposition as such, and function to the detriment of existing
security organs. In Brazil, lack of high-level government interest in
combatting Communist infiltration has retarded the development of
the program. In Chile, President Ibanez’ recent decision to accede to
the repeal of the Law for the Defense of Democracy, thereby re-
legalizing the Communists’ activities, underscored the limitations on
United States efforts to assist in the control of Communist subversive
activities. In Peru, the hesitancy of the Government with respect to
pushing effective legislation to control Communist activities and the
inactivity of three successive Ministers of the Interior with respect to
implementing recommendations of a U.S. survey of the internal secu-
rity situation reflected the low priority given to anti-Communist meas-
ures.

It has thus become increasingly apparent that, if the United States
hopes for success in aiding Latin American governments to combat
internal Communist subversion, there must be greater public and gov-
ernmental awareness of the nature and immediate objectives of cur-
rent Communist tactics. To assist in their process, there has recently
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been instituted among the government agencies immediately con-
cerned a special Task Force charged with the exposure, [less than 1 line
of source text not declassified] of Communist activities as they relate to
Latin America. To the extent that it is successful in bringing about a
greater awareness of Communist operations in Latin America and of
their conformity to Soviet objectives, it should prove easier to en-
courage Latin American governments to take a firmer stand against
Communist activities in their countries.

22. Military Problems

a. Inter-American Military Relations. Despite U.S. efforts to influ-
ence Latin American countries to limit the size and types of their
military forces, there is a continuing problem of resistance on the part
of Latin American countries to suggestions that they design and em-
ploy their military forces in consonance with the roles and missions of
maintaining their own internal security, and furnishing a contribution
to Western Hemisphere defense through defense of coastal waters,
ports, and approaches thereto, bases, strategic areas, and installations
located within each nation’s own territory, and routes of communica-
tion associated therewith. Relations with Cuba have been rendered
particularly difficult by the U.S. Government’s decision to suspend
U.S. arms shipments to Cuba, some of which have already been paid
for. Additionally, this action has prompted the Government of Cuba to
purchase arms from other Free World countries, notably the United
Kingdom. In the Dominican Republic, following the failure of General
Rafael Trujillo, Jr. to complete successfully the course at the U.S. Staff
and Command School at Ft. Leavenworth, the scope and effectiveness
of the U.S. Military Program was subjected to increased criticism in the
Dominican Republic. The future of this program is unresolved, and
US/Dominican Republic relations are strained.

b. Latin American Interest in Excessive Military Equipment. It con-
tinues to be the general policy of the United States to discourage Latin
American countries from acquiring military equipment through either
grant or sale programs, which is not suited to the objectives envisaged
in U.S. national policy and current strategic concepts. Despite the
constant U.S. efforts in this vein, it can be expected that the desires of
Latin American countries for such equipment will continue, as will
their procurement from non-U.S. sources, principally Western Europe.

c. Presidential Determination. Under an amendment to the Mutual
Security Act (Section 105(b)(4)) proposed by Senator Morse, it has
become necessary for the President annually to make a determination
that the mission of Latin American forces assisted by the United States
is important to the defense of the hemisphere and that U.S. military
assistance is required to enable them to fulfill this mission. Documen-
tation for the Presidential determination is now under preparation.
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d. Military Programming. Starting with fiscal years 1959 and 1960,
increased emphasis is being placed in programming for military assist-
ance to Latin America on developing anti-submarine warfare capabili-
ties. In this connection a ship loan bill passed by the 85th Congress
would allow the transfer of up to 19 ships to Latin American countries
to assist them in this aspect of hemisphere defense.

8. National Intelligence Estimate’

NIE 80/90-58 Washington, December 2, 1958.
LATIN AMERICAN ATTITUDES TOWARD THE US
The Problem

To analyze Latin American attitudes toward the United States in
the light of general conditions and trends in Latin America and with
reference to their bearing on inter-American relations.

Conclusions

1. Latin American attitudes toward the US are ambivalent. Many
Latin Americans, especially among the wealthy and the military, al-
though frequently critical of US policy, admire the US for its achieve-
ments, its strength, and its wealth. They feel a kinship with the USin a
common Western social and cultural tradition. Many others, especially
among the middle groups, including the intellectuals, and urban labor,
are less friendly and more critical of the US. These groups, subject to
urban pressures, acute economic problems, and rising nationalism, are
more aware of the differences in culture and living standards between
the US and Latin America than of the common heritage. They are
emotional concerning past US interventions in Latin American affairs,
the role of US companies in their economies, and recent US relations

' Source: Department of State, INR Files. Secret. National Intelligence Estimates
(NIEs) were high-level interdepartmental reports containing analyses of vital foreign
policy issues. They were drafted by officers from those agencies represented on the
United States Intelligence Board (USIB), and coordinated and disseminated by the
Central Intelligence Agency to the White House, NSC, Departments of State and De-
fense, OCB, Atomic Energy Commission (AEC), and the Federal Bureau of Investigation
(FBI). According to a note on the cover sheet, the CIA and the intelligence organizations
of the Departments of State, the Army, the Navy, the Air Force, and the Joint Staff
participated in the preparation of this estimate. All members of the USIB concurred in
the estimate on December 2. The AEC and FBI representatives to the USIB abstained on
the grounds that the subject was outside their jurisdiction.
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with dictators: they are envious of US wealth and displeased that the
US will not give them a greater share in the form of assistance. (Paras.
6, 32-39)

2. We believe there is little likelihood that Latin American atti-
tudes toward the US will change substantially for the better during the
next few years. In most of the area, a mushrooming population to-
gether with soaring economic expectations will cause governments
increasingly to attempt economic development beyond their own ca-
pabilities. In consequence, governments will press with greater vigor
for increased US assistance and, to the extent the US is unable to
satisfy such requests, they will adopt the attitude that the US is being
unsympathetic. Statism and nationalism will impede new foreign in-
vestment in development of basic resources and impose new burdens
or restrictions on existing investment, preventing a maximum contri-
bution by private capital to the area’s economic development. Many of
the national political leaders, seeking both to gain a greater popular
following and to shift the blame for their own shortcomings, will
probably increasingly attempt to make the US the whipping boy for
the continued slow pace of economic improvement. (Paras. 8-10, 20,
26-29, 40-44, 54-57)

3. Political instability in Latin America will continue as a major
obstacle to improvement in relations with the US. Public pressures for
social change, economic improvement, and governments more respon-
sive to popular demands will persist and will keep the area in political
ferment. While the present political trend is toward representative
governments, such governments will find themselves hard pressed
and ill-equipped to deal with the wide variety of national problems
and political forces at work. In the major countries, even the military—
still the decisive force in times of national crisis—can no longer be
depended upon to stabilize the political situation for more than limited
periods of time. (Paras. 11-19)

4. Despite the likelihood of continued and increasing frictions in
US-Latin American relations, we believe that Latin America’s basic
attachment to the West, and especially its general support for the US
position in international affairs, is not likely to change in the foresee-
able future. At the same time, the Latin Americans will probably
become more vocal and independent in their attitude in the UN on
matters involving colonialism, intervention, and economic policy. (Pa-
ras. 32-33, 50-54)

5. We believe that, in general, the Latin Americans are unlikely to
consider themselves seriously threatened by the Soviet Bloc and the
international Communist movement. They will probably continue to
believe that they are outside the main arena of East-West conflict and
that in any case the US, for its own interests, will protect Latin
America from any overt Soviet threat. Because of their great need for
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external economic assistance, many Latin American countries will be
willing to give sympathetic attention to Bloc offers of increased trade
and, in some cases, of economic aid. Few Latin American governments
will consider local Communists as a serious threat and, accordingly, in
much of the area Communists will be able to operate with relative
freedom. For their part, the Communists are not likely to come to
dominate any government, but their efforts are directed less to this end
than toward worsening relations between Latin America and the US.
The existence of anti-US attitudes gives them a relatively fertile field to
cultivate. (Paras. 15-17, 45-49, 58)

Discussion

I. Introduction

6. The Latin American countries have certain basic ties with the
US through a common West European and Christian background,
geographic proximity, and economic relations. The attitudes of Latin
Americans toward the US are in part a result of their experience, over
the past hundred years, with Americans and with US policy. In this
respect, Latin Americans remember with nostalgia the period of the
“Good Neighbor Policy,” and with distaste, and on occasion anger,
such historical events as the Mexican War and US military interven-
tion in the Caribbean. Latin American attitudes are also being affected
by the rapid social and economic changes now occurring in Latin
America, and by evergrowing popular expectations. Although some
attitudes affecting US relations are common to all countries and social
classes, there are also important differences in points of view deriving
from national and class interests.

7. To determine the nature of these attitudes and to estimate the
manner in which they are likely to affect US relations with the area,
we have in the following paragraphs: (a) reviewed generally the basic
trends within Latin America; (b) analyzed Latin American attitudes on
problems in their relations with the US; and (c) set forth our judg-
ments as to the effects these trends and attitudes will have on the
future course of US-Latin American relations.

I1. Basic Trends in Latin America

8. In recent decades Latin America has experienced substantial
changes in the size, distribution, occupations, and expectations of its
population. Changes in traditional social patterns have taken place at
an accelerating rate, particularly in the larger countries, with a direct
and at times profound impact upon political and economic institutions.
These changes have given rise to pressures for further adjustments
that cannot be easily accommodated within the existing social struc-
ture.
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9. Probably the strongest single force for change has been the
sustained population growth, which exceeds that of any other major
world area. Since 1920, the total population of Latin America has more
than doubled. It is now about 190 million. There is great disparity in
population among the twenty Latin American republics, with 60 per-
cent of the total located in Brazil, Mexico, and Argentina. Twelve of
the remaining states have smaller populations than the Buenos Aires
metropolitan area.

10. The rate of urbanization has been even more spectacular. The
rapid expansion of the cities is a fairly recent development and is in
part associated with the drive of Latin American governments for
rapid industrialization of their economies. Literally hundreds of thou-
sands of persons, attracted by the city lights and the prospect of better
pay through employment in industrial establishments, service indus-
tries, or the burgeoning government bureaucracies, have moved into
the capitals or other urban centers from rural areas and small towns in
the interior.

A. Political Trends

11. The tremendous surge of population to the cities has, in most
countries, undermined the political control traditionally exercised by
the landed aristocracy, and has led to the growth of groups which are
competing with increasing vigor for political power. In the more
highly developed countries, a wealthy urban propertied class has be-
come strong and exercises a major influence in political affairs. In
addition a professional and salaried middle group, ranging down to
low-paid white-collar employees in business and government, and a
wage-earning urban labor force have mushroomed in size and have
attained considerable political stature. Intellectuals and students exer-
cise an important leadership, primarily through the middle and labor
groups. However, in most countries the military remains a potent
influence in national political life and its action is often the deciding
factor in times of crisis.

12. It is the urban middle group that today is expressing most
effectively discontent with the status quo. Its members are articulate,
active in politics, and often willing to endorse radical solutions to
pressing economic problems. They often furnish the leadership of the
larger political parties. Realizing the significance of the mass vote
represented by urban labor, they seek its support by advocating social
legislation and economic reform.

13. Urban labor, numerically the most rapidly increasing group in
much of Latin America, is as yet not a cohesive political force in most
countries. The bulk of the labor force remains unorganized, despite the
rapid growth of trade unions in the cities and the extractive industries.
Most labor organizations are closely associated with the government
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or with particular political parties; independent, nonpolitical labor un-
ions are not important in the labor movement. The labor vote is
generally divided among competing leftist parties, but the workers can
be united on the basis of protest against their low incomes and poor
living conditions. The influx of workers into the large cities has been
so great that most governments have been unable to cope with the
resulting economic, social, and political problems which it has created.
To force political action on these problems, urban labor can increas-
ingly exercise not only the power of the vote, but also that of the strike
and mob action. This power can also be exploited by other groups for
political purposes.

14. Intellectuals and students have greatly increased in numbers
with the rapid growth of the middle groups in urban areas. Their
interest in quick solutions to national problems has predisposed many
of them to accept Marxism as a ready-made analysis of the situation in
which they find themselves and as a prescription for remedying it.
This tendency renders them especially susceptible to Communist in-
fluence. As a group, they have an exaggerated sense of national pride,
fear and resent foreign influence, and oppose military rule. The influ-
ence of intellectuals and students is exerted not only in partisan poli-
tics, demonstrations, and mob action, but less directly through em-
ployment in the bureaucracy, in the communications media, and in
university and secondary schools. The students, though often irre-
sponsible, enjoy considerable freedom because traditionally govern-
ments have been reluctant to take forceful action against them.

15. The Communists are not numerically strong in Latin America,
but are adept at identifying themselves with popular sentiments al-
ready prevalent and exploiting them for their own purposes. They
present themselves as the most ardent and patriotic democrats and
nationalists in sight, thus gaining respectability and forcing the pace of
change. They foster the tendency of intellectuals, students, and other
leaders of opinion to interpret both the local situation and US relations
in Marxist terms. Their immediate objective is to gain such influence in
other radical parties, in the bureaucracy, in organized labor, and with
the populace as to be able to turn governmental policies in neutralist
and anti-US directions.

16. The political influence of the Roman Catholic Church in Latin
America is limited by its association with the traditional social and
political order and by the prevalence of anticlericalism. In only a few
countries, notably Argentina and Colombia, does the Church now
exercise a significant political power. The Church, however, has begun
to accommodate itself to social and political change by emphasizing
the need for improvement in the lot of the working people, in accord-
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ance with the relevant papal encyclicals. This trend is likely to con-
tinue and to increase the Church’s influence. The Church is the
steadfast opponent of communism.

17. Despite the evolution of new political forces, the military
retain the ultimate political sanction in most of Latin America, but the
character and attitude of the military is itself changing in response to
the general social change. Formerly allied with the traditional ruling
class and equally interested in the preservation of the status quo,
military officers now come increasingly from the middle groups of
society and are interested in national development. Elections being
still generally ineffectual as a means of bringing about significant
political change, such changes usually occur only when the military
conclude that they are necessary. As the guardians of national order,
the military has deposed some governments whose continuance in
office was deemed likely to lead to serious disorder. The deposition of
the Perez Jimenez dictatorship in Venezuela under the pressure of an
effective general strike is a recent example. The military remain jealous
of their privileged position and distrustful of radical politicians, but
show a tendency to prefer acceptable civil governments to the burdens
of outright military rule.

18. In contrast to the highly personal politics of the Latin Ameri-
can past, the changes in government which have occurred during the
last fifteen years generally reflect recognition of growing social and
political pressures. During the war years and immediately thereafter, a
number of demagogic, labor-based regimes emerged, committed to
rapid and radical social reform (e.g., Peron in Argentina). A subse-
quent reaction to this tendency produced, in several countries, con-
servative regimes generally military in character (e.g., Odria in Peru).
The current trend, indicated in Argentina, Brazil, Colombia, and Vene-
zuela, is toward duly elected, constitutional regimes, brought to power
with military sanction, but reformist in character. The leaders of these
reformist governments have shown a greater awareness of the limita-
tions imposed on them by economic realities and have generally used
greater moderation in their appeals to labor than did those of the
immediate postwar period.

19. Although most governments are undoubtedly more sensitive
to the pressures building up in their societies, they have generally
avoided actions calculated to undermine the position of the domestic
propertied interests. Yet few of the governments have had the inclina-
tion or the strength to attempt forcefully to suppress the growth of
competing political groups which are in fact threatening the position of
the wealthy classes. As a result, there is a high degree of political
ferment throughout much of the area and the countries generally are
politically unstable.
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B. Economic Trends

20. The principal Latin American countries have made substantial
progress in developing more balanced economies, but continued prog-
ress is threatened by the pressure of a rapidly increasing population
and by the uneven rate of development in the urban and rural sectors.
The accumulation of capital needed to maintain a satisfactory rate of
development has lagged because of low productivity and limited ex-
port prospects for the foodstuffs and raw materials on which Latin
America still depends for essential foreign exchange.

21. During 1945-1957 rates of economic growth in Latin America
permitted an annual increase in per capita GNP which in real terms
averaged about 2.2 percent. This average, however, conceals wide
variations during the period and between countries. In the early post-
war period, 1945-1950, there was an increase of 2.5 percent annually
owing to strong foreign demand for the area’s exports and an accumu-
lation of wartime savings. These sources provided capital support for
economic development designed to lessen vulnerability to fluctuations
in world demand and to provide employment for expanding urban
populations. A slowdown toward the end of the period was arrested
by Korean War demand, but in 1952-1953 and again in 1956 levels of
real per capita GNP declined or stagnated as a result of the expendi-
ture of reserves and the decline in world demand for many Latin
American exports.

22. Among the six countries (Argentina, Brazil, Chile, Colombia,
Mexico, and Venezuela) which account for more than 80 percent of
GNP in Latin America, there have been wide variations. The growth
rates in the early postwar years were especially high in Argentina,
Brazil, Colombia, and Venezuela. Over the whole period, however,
growth has been best sustained in Mexico and Venezuela, on the basis
of relatively heavy constant receipts of foreign exchange income or
investment. Argentina and Chile rank lowest in the group, while Brazil
and Colombia occupy an intermediate position.

23. A critical problem in many Latin American countries is the
failure of investment in basic production sectors to keep pace with the
rising population, especially in urban areas. Local investors have been
reluctant to expand operations in domestic markets, which are still
relatively small because of low productivity and low consumer in-
come. This attitude, combined with limited government investment
capabilities, has kept the rate of growth of urban employment oppor-
tunities below that of the growth in the labor force. As a result, many
governments have turned to subsidizing the maintenance of surplus
workers in public utilities and other services, often with highly infla-
tionary results and in part at the expense of primary producers.



General U.S. Policy Toward Latin America 67

24. Even though the rate of industrial development has slowed
down, there has been little if any slackening of the migration of farm
workers to the cities. This, together with the lack of investment in
agriculture, has resulted in a level of agricultural production for do-
mestic consumption which has barely kept up with the population
growth. After a postwar slump, there was a slow rise in per capita
production of export crops in terms of volume. Only in 1957, however,
did such production return to near prewar levels owing to good
weather and other temporary favoring factors.

25. Latin America’s basic economic problem is that which con-
fronts all underdeveloped areas, namely, that of obtaining sufficient
capital to exploit more fully their own natural resources, to expand and
to make more efficient existing economic activities, and to diversify
their economies so as to reduce their dependence on the export of a
few raw materials. Gross investment levels in the area—including the
renewal of existing capital as well as new investment of fixed capital—
improved slightly during 1955-1957, averaging about 18 percent of
GNP as compared to 14.5 percent in 1953-1954. However, in coun-
tries such as those in Latin America where population growth is rapid
and productivity relatively low, annual investment probably has to be
12-15 percent of GNP even to maintain existing per capita endow-
ment of capital goods. Thus, the investment levels realized by some
countries probably do not represent a substantial addition to capita
stock of productive equipment.

26. Latin America, in view of its growing economic aspirations
and the probability that its terms of trade will not substantially im-
prove during the next few years, almost certainly cannot provide from
its own resources sufficient capital to maintain a satisfactory rate of
economic development. In particular, most countries will have great
difficulty with respect to the foreign exchange increment of invest-
ment. The general level of prices for Latin America’s primary products
has declined since 1954 while world prices for manufactures have
risen.? Export volume has failed to compensate for losses in earning
power and for increased demands for imports in part responding to
greater needs for energy, transport supplies, industrial raw materials,
and heavy equipment. Moreover, the ability to increase earnings by
the export of traditional products is restricted by world oversupply in
most important export commodities, such as coffee, cotton, wheat,
wool and nonferrous metals, by US sales of competitive surplus prod-
ucts, and, in some cases, by domestic production problems and rising
costs.

? Thirteen primary products account for more than 70 percent of Latin America’s
export earnings—petroleum accounts for 26 percent; coffee, 20; and a variety of other
agricultural commodities and nonferrous metals make up the remainder. [Footnote in
the source text.]
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27. Despite their obvious shortages of foreign exchange, the Latin
American countries have pressed the import of capital equipment.
This, together with rising imports of consumer goods, has resulted in
sizeable trade deficits over the past few years. These have been cov-
ered by sales of gold and foreign exchange reserves, by overseas
commercial credits, by official loans, and by investment of capital from
abroad. The gross inflow of outside capital has more than doubled, but
net receipts have been considerably reduced by outflows of amortiza-
tion, repayments of official debts, and remittances on private invest-
ment. Of Export-Import Bank disbursements to the area, which to-
talled $1.2 billion between 1950 and 1957, 42 percent were for balance
of payments purposes, including the payment of past debts created by
the importation of consumer as well as capital goods. The bulk of
capital inflow has been to Venezuela, Brazil, and Mexico.

28. Despite Latin America’s need for economic development capi-
tal, most governments are reluctant to encourage a flow of private
foreign investments. In all cases, they are under pressure from nation-
alist groups, and in some, the governments themselves believe that the
public should own and develop basic resources. Chile, Venezuela, and
Peru, which have accepted investment in large-scale mining and pe-
troleum operations, have been the main exceptions to this general rule
in recent years. In Argentina and Bolivia, the governments have be-
come increasingly aware of the potential contribution that private
foreign capital can make to economic development, and they are at-
tempting to open the way for large-scale foreign private participation
in the development of petroleum. There has also been private foreign
capital invested in manufacturing, especially in Mexico and Brazil
where domestic markets are relatively large.

29. In Latin America the state has traditionally played an impor-
tant role in the economy and there is in the area a widespread prefer-
ence for state economic initiative, particularly as against foreign pri-
vate enterprise. State intervention has recently received a strong
impulse from rapid change in the society that in many cases has
almost forced the state to take a more active role. Domestic capital,
typically organized on a family basis and limited in quantity, has been
unequal to the task of developing basic industries and exploiting na-
tional resources, while private foreign capital has been excluded in
certain areas, principally petroleum, by nationalist opposition.

C. Summary

30. In sum, Latin America generally is well into a period of accel-
erating change. Traditional social patterns are being eroded, and in
some cases shattered, competition for political power is increasing, and
aspirations for economic and social improvement are rapidly outdis-
tancing financial and technical capabilities. Adjustment to change by
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the various elements in the social order has in general proceeded more
rapidly in those countries with superior physical resources and large
populations, e.g. Argentina, Brazil, and Mexico. But in all countries
there are severe strains, and at least for the next decade Latin America
will continue to be an area of instability.

31. As a major aspect of this change, national leadership generally
has passed from the hands of the wealthy rural landowners, who were
culturally part of the West European world, to the newly expanding
urban business-professional classes, which tend to be less cosmopoli-
tan and more nationalistic in outlook. These feelings of nationalism,
shared by intellectuals and labor, have been major factors influencing
the attitudes of Latin Americans toward external affairs, especially
Latin American relations with the US.

I11. Attitudes Affecting Latin American Relations With the US

32. Latin America’s attachment to Western society is strong, based
on cultural tradition and historic, political, and economic associations.
Iberian Catholic culture was superimposed on the Indian civilization
during the three centuries of Spanish and Portuguese rule. In the 19th
century, the Latin American ruling groups extended their contacts to
include France and England, and gradually the US. However, the
Latin American countries differ greatly in cultural and political pat-
terns and economic development from the US and other pace-setting
countries of the Western world. US-Latin American differences of
language, religion, race, and institutions, and the disparities resulting
from Latin America’s economic lag are emphasized in the present
period of change and widespread insecurity in the area.

33. Although the bulk of the Latin Americans consider themselves
part of Western society, they are preoccupied with local problems and
are generally apathetic toward events outside their own area. This self-
centered and passive attitude is encouraged by the area’s geographic
remoteness from centers of international friction, by reliance on US
protection from overseas interference, and by an awareness of limited
ability to influence global politics. Only a few governments manifest
concern with world affairs; and these are often motivated by a desire
to gain international prestige or to establish a claim upon the US for
reciprocal services.

A. General Attitudes Toward the US

34. Latin American attitudes toward the US are ambivalent. In-
formed Latin Americans generally admire the advanced technology
and material prosperity of the US and desire the same for themselves,
but they also express envy by disparaging US materialism. They ad-
mire the stability and flexibility of US democratic processes and desire
stable yet representative government in their own countries, but they
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are also keenly aware of imperfections in US democracy and highly
sensitive to any supposed suggestion of Anglo-Saxon superiority over
Latin or colored peoples in US relations with them. They subscribe to
the concept of Hemisphere solidarity for idealistic as well as merce-
nary reasons, but they also know themselves to be markedly different
from North Americans in many respects. They rely on the US to
protect them in the event of war, but they feel little obligation on that
account, since they assume that the US must do so for its own security.
They do feel, however, that the US is under obligation to render them
preferential economic and military aid, since they have been aligned
with the US in both world wars and have supplied valuable raw
materials. At the same time that they demand such aid, they are
acutely fearful of the bogey of US economic imperialism. They can at
one and the same time condemn any supposed US interference in their
internal affairs and denounce the US for permitting dictatorship to
exist in any Latin American country.

35. Within this framework, the attitude of an individual Latin
American toward the US is conditioned by the stratum of society to
which he belongs. It tends to be more favorable among the wealthy or
well-to-do, who now seem to look more to the US than to Europe.
Many are well acquainted with the US by reason of education, travel,
or business. They have large financial interests in the US and tend to
send their children to US universities. A favorable opinion of the US,
however, does not necessarily lead them to support private US invest-
ment, which in their view often competes with their own interests and
carries the threat of economic imperialism.

36. The growing urban middle and lower classes are generally less
well disposed toward the US than are the wealthy classes. They,
especially the vocal intellectual group, have been deeply and unfavor-
ably impressed by past US actions from which fervent and influential
writers derived and made popular such slogans as ‘““dollar diplomacy,”
the “big stick,” ““Yankee imperialism,” and the “Colossus of the
North.” They look back upon the “Good Neighbor Policy”” as a hap-
pier period in US-Latin American relations, but consider that the pres-
ent US attitude toward Latin America falls short of that standard.
Members of these groups generally have had few direct associations
with the US or other Western societies, which they tend to view in
terms of their own essentially parochial experience, and often in terms
of anticapitalist indoctrination. They view US racial barriers as a con-
tradiction to our professed democratic principles and resent them on
personal or moral grounds.

37. Especially among these classes there are elements who feel
that the US, for its own selfish reasons, has stood in the way of the
development of more representative government by maintaining un-
necessarily close relations with dictatorial regimes. They view US mili-
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tary aid to dictators, not as meeting the requirements of Hemisphere
defense, but rather as a mode of supplying those dictators with weap-
ons for use against popular opposition, and cite US economic aid and
diplomatic courtesies to dictators as further evidence of our predilec-
tion for them. This attitude has been a major problem in our political
relations with certain Latin American countries, and was reflected in
the demonstrations against Vice President Nixon during his visit to
Venezuela.

B. The Attitude of the Military Toward the US

38. Despite increasing responsiveness to nationalist influence, the
attitude of most of the Latin American military officer corps toward the
US is generally favorable. Military leaders probably have a closer
identification with US hemispheric interests than do leaders of other
groups in Latin America. They tend to regard common defense ar-
rangements with professional favor, and are generally active in the
Inter-American Defense Board. Twelve countries have entered into
bilateral security agreements with the US. The military leaders seek to
associate with US military power for reasons of prestige and self-
interest and look to the US for assistance in improving the effective-
ness of their limited armed forces. They have availed themselves of
the services of US military missions and of training at service schools
in the Canal Zone and in the US. Officers attending these schools have
been impressed by the professional standards of the US military, in-
cluding their detachment from party politics.

39. Nevertheless, the military displays dissatisfaction with US
policies from time to time. It is resentful over the fact that US military
assistance to Latin America has amounted to slightly less than two
percent of US worldwide military aid. Latin American military leaders
feel that, as neighbors and constant allies, they merit as much, if not
more, consideration as that given other, less reliable recipients of US
aid. Some—stirred by area rivalries, mutual suspicions, and concern
for national prestige—complain of inequities in the distribution of US
military aid in Latin America. On the other hand, some civilian politi-
cal leaders consider that military aid is unproductive, that it only
increases the burden on their limited financial resources, and that it
enhances the political power of the military and the danger of military
dictatorship.

C. Attitudes on Economic Matters

40. Latin American attitudes toward the US are to a considerable
extent shaped by the fact that the US is the area’s principal trading
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partner and chief source of investment capital.* Because the economies
of most Latin American countries depend on advantageous sale
abroad of the primary raw materials which they produce, there is a
tendency to blame the US, as the biggest buyer, for the domestic
economic difficulties which result from any deterioration in terms of
trade. Furthermore, many Latin American countries too poor to under-
take large-scale economic development programs are increasingly tak-
ing the position that the US has an obligation to contribute to such
programs.

41. The Latin American view of the US has also been colored by
the fact that much of US investment in the area has been made by
large US private enterprises, which have often conducted their affairs
in a high-handed manner. Nationalist attacks have been particularly
violent against large US firms in such fields as mining, agriculture, and
public utilities. Some of these enterprises enjoy special concessions
which would not be granted in present circumstances. As a result,
many Latin Americans continue to visualize US foreign economic pol-
icy in terms of Wall Street, the big stick, and robber barons.

42. While there is great similarity of view throughout Latin
America with respect to the US and its economic policies, there are
also some important differences, at least in government policies. These
differences among the countries are in large part traceable to the wide
variation in the rate of economic and social change, in the degree of
political stability, and in historic relationships with the US. Public
resentment against foreign companies is most deep-seated and persist-
ent in those countries where US capital plays a major role in the
national economies.

43. On the other hand, the larger countries, which are drawing
away from their smaller neighbors at an accelerating rate, are showing
signs of taking a more responsible attitude in relation to their own
problems of economic development. In these countries, determination
to achieve economic progress has combined with a greater national
self-confidence to produce some improvement in official attitudes to-
ward US private investment. However, only in Mexico has the govern-
ment, over the past two decades, been able to develop a stable envi-
ronment for foreign investment complementing national enterprise.
Argentina seems to be making headway toward an accommodation
with foreign capital, although the authorities must move cautiously
because of the strength of antiforeign feelings among labor and other
groups. Brazil, with the greatest resource and population potential of
any Latin American country, has not yet been able to overcome oppo-
sition to foreign capital in petroleum.

3 US private long-term investment in Latin America totals 9.7 billion, or about 30
percent of such US private investment abroad. [Footnote in the source text.]
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44. Given this complex of attitudes and severe economic prob-
lems, Latin American grievances against the US on specific issues have
multiplied since 1945, not only among the public, but also among
government officials. For example:

a. Latin Americans believe that the US has denied their area the
consideration to which it is entitled on grounds of neighborhood and
of past and prospective wartime cooperation. They are dissatisfied
with the outcome of recent formal OAS meetings—Rio de Janeiro
(1954),* Panama (1956),> and Buenos Aires (1957)% —at which eco-
nomic development was discussed, but nothing of a substantive nature
was decided upon. They are particularly sensitive over their failure to
receive financial and military aid commensurate with that given by the
US to other areas of the world.”

b. Latin Americans are critical of US trade policy which, though
favoring freer trade in principle, continues to add to restrictions on
imports. Since certain of these restrictions apply to important Latin
American exports, they take their imposition as evidence of a lack of
US good will toward Latin America and of the unreliability of the US
as a commercial partner. Peru, Bolivia, and Mexico reacted sharply to
US imposition ofimport quotas on lead and zinc. Venezuela’s resent-
ment of US restrictions on petroleum imports was out of proportion to
its economic injury. Chile and Uruguay have shown irritation at the
increase in US import duties on copper and wool.

c. Since the US is their major market, Latin Americans hold it
largely responsible for the great fluctuations in world price for Latin
American exports. They have been especially irritated by US refusal to
participate in schemes for the stabilization of markets and prices for
such commodities as coffee, zinc, tin, and cotton. Latin American
governments also resent US sales abroad of those surplus agricultural
commodities which compete with their own exports.

d. The unwillingness of the US to give direct financial support to
certain government operated agencies—such as those concerned with
oil development in Mexico, Bolivia, Brazil, and Argentina—has been
an irritant to many Latin Americans, especially since the US has as-
sisted other types of state enterprises in Latin America and elsewhere
in the world.

e. Latin Americans are critical of what they believe to be the tight
US loan policy, long delays in the handling of loan applications, and
the stringent conditions of US public loans, which they regard as

* Meeting of ministers of finance or economy of the American Republics at the
Fourth Extraordinary Meeting of the Inter-American Economic and Social Council (com-
monly called the Rio Economic Conference), held at Quitandinha, Brazil, November
22-December 2, 1954; for documentation, see Foreign Relations, 1952-1954, vol. Iv, pp.
313 ff.

* Meeting of the Presidents of the American Republics, held in Panama, July 21-22,
1956; for documentation, see ibid., 1955-1957, vol. vi, pp. 437 ff.

¢ The Economic Conference of the Organization of American States, held in Buenos
Aires, August 15-September 4, 1957; for documentation, see ibid., pp. 497 ff.

7 About two percent of total US foreign aid since World War II has been allotted to
Latin American nations and most of this has been in the form of repayable interest-
bearing loans. [Footnote in the source text.]
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unwarranted interference in their internal affairs. Their irritation is
heightened by their difficulties in drafting projects which are consid-
ered acceptable by the US and thus eligible for a loan. The Latin
Americans hold the US responsible for the similarly stringent condi-
tions imposed by the International Bank and the International Mone-
tary Fund. In particular, most Latin American countries oppose sug-
gestions that they adopt anti-inflationary measures, since they believe
that inflation is a necessary accompaniment of economic development.
There is a wide variation in reactions among the Latin American
countries to other conditions for loan assistance. Mexico, with a rela-
tively even financial income, adequate administrative agencies, and
the greatest ability in managing resources for economic development,
has the best working relations with the US and international lending
agencies. At the other extreme, Brazil resists strongly such conditions,
especially those which require austerity.

D. Attitudes Toward Communism

45. Latin Americans tend to consider themselves outside the arena
of East-West conflict and therefore not directly threatened by either
the military and political power of the Sino-Soviet Bloc or the subver-
sive potential of the international Communist movement. Their gov-
ernments generally support the US on issues with the Bloc, but they
feel that the US tends to exaggerate both the danger of general war
and the threat of international communism. Most countries of the area
maintain no active diplomatic relations with the Bloc because, in their
detached situation, they perceive nothing to be gained thereby which
would offset giving offense to the US. Yet they tend to resent the
suggestion that they are not mature enough to be permitted to do what
the US itself does.

46. Six states—Argentina, Bolivia, Brazil, Colombia, Mexico, and
Uruguay—have accepted resident diplomatic or consular representa-
tives from Soviet Bloc countries. The countries of the River Plate and,
more recently, Brazil and Chile have been the only significant theaters
of Bloc operations in Latin America measured in terms of offers of
trade or aid. These latter countries—all suffering from severe eco-
nomic difficulties—have treated such offers with respect, and in a
number of cases have accepted them. Also, the governments, con-
cerned with economic deterioration and seeking to improve bargaining
power with the US, at times have sought to build up trade and aid
possibilities with the Bloc.

47. Latin American attitudes toward indigenous Communists
have varied with time and place. The prewar authoritarian regimes
harried the Communists as they did all radical reformists whom they
considered dangerous. This common experience of persecution tended
to establish a bond of sympathy between the Communists and liberal
elements also opposed to the old regimes. Thus many liberal leaders in
Latin America have some youthful association with Communists and
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are often accused of being crypto-Communists. The immediate post-
war radical regimes were disposed to insist on political liberty for
Communists as a mark of their liberal character. With the onset of the
cold war and the establishment of more conservative governments in
many countries the trend was reversed. Some Communist parties were
outlawed and Communist activities generally were restricted. As in
Venezuela, however, some military dictatorships feared the non-Com-
munist opposition more than they did the Communists and permitted
the Communists a limited freedom of action in order to weaken and
divide their opponents.

48. Now, with the installation of more representative govern-
ments, the trend is toward increasing toleration for Communist politi-
cal activity. Unless the Communists are obviously and effectively
working against the essential interests of the regime or interfering with
public order through strikes and violence—a situation which Latin
American Communists have generally sought to avoid in recent
years—most public officials see little need for repression. Some re-
gimes, however, have used the threat of communism as an excuse to
repress opposition parties as well as to curry favor with the US. In the
past year Communist parties have been legalized in Chile, Colombia,
and Venezuela, bringing the number of legal parties in the area to
eight; they retain legal standing in Bolivia, Mexico, Ecuador, Argen-
tina, and Uruguay. Communist parties are active, even though illegal,
in Brazil, Peru, Cuba, and Guatemala.

49. All Latin American countries except Mexico now subscribe to
the US-sponsored anti-Communist resolutions of the inter-American
conference at Caracas in 1954, but few do so with conviction. They
have tended to regard US pressure for more effective implementation
of these resolutions as unwarranted interference in their domestic
affairs. In the face of the current trend, the resolutions are likely to be
increasingly disregarded.

E. Attitude Toward Cooperation In International Organizations

50. The Latin American countries generally support the US posi-
tion in world affairs, particularly on issues between the US and the
Soviet Bloc. In the United Nations they have provided voting strength
required to maintain the Western position. However, on issues involv-
ing economic development, colonialism or intervention, points regard-
ing which Latin Americans are extremely sensitive, individual coun-
tries have at times taken positions opposed to that of the US.

51. The Latin Americans value the Organization of American
States as an expression of Hemisphere solidarity (with implications
regarding a US obligation to render neighborly assistance), as a conve-
nient means for dealing with some regional problems, and as a mecha-
nism through which they can bring their combined influence to bear
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on the US. The Latin Americans, however, seem to have little interest
in programs to which they must contribute more than they expect to
receive and are reluctant to support any proposed activity which might
infringe on their sovereign prerogatives.

IV. The Prospects for Latin American-US Relations

52. Latin America’s basic attachment to the West, and especially
its general support for the US position in international affairs, is not
likely to change in the foreseeable future. However, the Latin Ameri-
can vote in the UN will almost certainly be less reliable on matters
involving colonialism, intervention, and economic policy. As Latin
American support becomes more essential to the US with the admis-
sion of new Asian and African states, Latin American governments
will press for increased rewards from the US.

53. Latin American military cooperation with the US is almost
certain to continue in the foreseeable future. There will be frictions
arising out of the amount of assistance programmed and the priorities
given delivery of arms to Latin America. The pro-US attitude of the
military and their continuing interest in collective defense in the
Hemisphere bear heavily in favor of US retention of base rights in the
area. However, there will be new pressures to increase national bene-
fits from these base rights and from the Canal Zone in the case of
Panama. It is also possible that renegotiation of US base rights outside
Latin America will strengthen these pressures.

54. Over the next few years, the countries of Latin America will
almost certainly seek greater external assistance. Because of the rapidly
increasing population and rising expectations, the various countries
will be hard put to meet current consumption and almost certainly will
not have sufficient resources substantially to expand their own pro-
ductive capacities. In this situation, most Latin American countries,
individually and collectively in the OAS, will seek greater US govern-
mental assistance and will press the US, as the area’s major trading
partner, to take steps to maintain Latin America’s income from its
exports.

55. Growing capital requirements will probably cause some gov-
ernments to look more favorably upon foreign private investment.
Such investment in manufacturing, particularly in Mexico and Brazil,
is likely to expand, but investment in mining will probably not reach
the high levels of the past decade. Governments of some countries will
probably accept private foreign investment to initiate or expand petro-
leum production, but under terms which will be less favorable to the
investor than in the past.

56. On the other hand, frictions in several countries are likely to
continue with respect to existing foreign investment in oil, utilities,
mines, and fruit plantations, and in all likelihood some of the rules
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under which foreign firms operate will be changed. In Venezuela,
where potential for increased oil production is enormous, there will
probably be increased pressure to renegotiate existing concessions to
give the country a greater share of the profits. There will be increased
pressure toward nationalization of the remaining foreign owned
power companies and railways. Difficulties with the fruit companies
will persist, particularly in Guatemala, Honduras, Costa Rica, and
Panama, but they will almost certainly be permitted to continue their
operations.

57. Progress toward a Latin American common market will be
slow, but steps being taken to establish regional trade or payments
arrangements offer some hope of a further improvement of the area’s
economic status. Nationalism, which adversely affects relations with
the US, also is an obstacle to closer economic integration of Latin
America. The general reluctance of Latin American governments to
narrow their field for independent action is intensified by traditional
hostility between some of the countries and by difficulties in adjusting
the interests of the larger countries to those of their smaller neighbors.
US agreement to discuss the formation of a regional development
bank has at least temporarily assuaged Latin American desires for a
special financial organization to serve the area.

58. In general, the climate for Communist activities in Latin
America will continue to improve over the next few years. Most gov-
ernments will probably continue to be reluctant to take effective meas-
ures to prevent an over-all strengthening of the Communist position in
the area. The Communists are not likely to come to dominate any
government, but their efforts are directed less toward this end than
toward worsening relations between Latin America and the US. To
achieve this purpose, the Bloc governments can be expected to offer
Latin America increasing opportunities for aid and trade, while the
local Communists will step up their efforts to channel the growing
Latin American nationalism into a neutralism hostile toward the US.
Economic ties between the Bloc and some South American countries,
particularly Argentina and Uruguay, will probably increase, while a
further exchange of diplomatic missions between the Bloc and Latin
America is likely to take place. Soviet and local Communist capabili-
ties to disturb relations between Latin America and the US will rein-
force those anti-US attitudes which already exist there.
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9. Editorial Note

During the latter part of December 1958, the NSC Planning Board
undertook consideration of a new draft statement of policy toward
Latin America prepared in the Department of State, dated December
18, and referred portions of it to the Board Assistants for revision. The
Board Assistants subsequently prepared a revised version under date
of January 22, 1959. At its meeting on January 30, the Planning Board
amended and concurred in the revised version, and approved its sub-
mission to the Council as NSC 5902 for consideration at its meeting on
February 12. (Record of Meeting of the NSC Planning Board, January
30, 1959; Department of State, S/S-NSC Files: Lot 60 D 1)

In its revision of the new draft statement of policy, the Planning
Board took into account suggestions made at the NSC meeting of June
19, 1958 (see Document 4), the views of several consultants who had
met with the Board (see Document 5), and the December 27 report by
Milton Eisenhower to the President concerning U.S. relations with
Latin America. (Department of State Bulletin, January 19, 1959, pages
89-105) (Note from Gleason to the NSC, January 30; Department of
State, S/S-NSC Files: Lot 66 D 95, NSC 5902/1)

In a memorandum to the Acting Secretary of State, February 9,
summarizing the contents of NSC 5902, Deputy Assistant Secretary
Snow stated in part the following;:

“The principal differences of emphasis from the 1956 paper [NSC
5613/1] may be summarized as greater recognition of the importance
of Latin American attitudes, greater acceptance that Latin American
economic development will require an additional flow of private and
public capital from the US and greater stress on increased cultural
exchanges and informational activities. Recently adopted courses of
action, such as the establishment of the Inter-American Bank, are
recorded and greater flexibility is given in meeting critical economic
problems. Those of Dr. Eisenhower’s recommendations which affect
policy, as distinct from projects and operations, are reflected in the
paper, although there is perhaps slightly more emphasis in this paper
on positive, long-range action to encourage democratic forces and less
on maintaining cool relations with the few remaining dictatorships.”
(Ibid., NSC 5902—Memoranda) Snow noted further that the only
unresolved issues in NSC 5902 were 1) the split between the State and
Treasury Departments concerning the proposed policy of encouraging
Latin American countries to take individual and collective action to
limit Communist activities and contacts with the Sino-Soviet bloc,
which Treasury believed should be subordinated to maintaining Latin
American good will and friendship and 2) the split between the De-
fense Department and the Bureau of the Budget relative to financing
military training in non-MDAP countries.
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At its meeting on February 10, the Planning Board discussed
suggested changes in NSC 5902 proposed by Milton Eisenhower on
February 6. These suggestions were incorporated into a February
memorandum from Philip ]. Halla to Gordon Gray and subsequently
submitted to the Planning Board. (Eisenhower Library, Project
Cleanup) As a result of the Planning Board’s discussions, it agreed to
recommend to the Council revisions in paragraphs 25-a, 27-c~(7), and
37-b of NSC 5902, dealing, respectively, with the Panama Canal
Zone, prevention of trade with the Soviet bloc, and the role of private
enterprise in benefiting the common people of Latin America. (Record
of Meeting of the NSC Planning Board, February 10; Department of
State, S/S-NSC Files: Lot 62 D 1) The specific rationale for accepting
these changes is contained in a memorandum from Snow to the Acting
Secretary of State, February 11. (Ibid., Lot 66 D 95, NSC 5902—
Memoranda)

10. Memorandum of Discussion at the 396th Meeting of the
National Security Council, Washington, February 12, 1959’

[Here follows a paragraph listing the participants at the meeting.]

1. U.S. Policy Toward Latin America (NSC 5902; NSC 5613/1; OCB
Report, November 23, 1958, on NSC 5613 /1; NSC Action No.
1930; NIE 80/90-58)

Mr. Gray requested the Director of Central Intelligence to provide
the Council now with that portion of his regular intelligence briefing
which dealt with Latin America.

Mr. Allen Dulles in agreeing with this suggestion pointed out to
the President that his run-down of developments in Latin America
would naturally tend to be gloomy since he would be touching upon
trouble spots rather than upon those areas of Latin America where
conditions were favorable from the point of view of the United States.
Of these trouble spots Mr. Dulles indicated that Cuba was the most
worrisome. In Cuba, he pointed out, we were threatened with a partial
breakdown of the machinery of government. Thanks to the thorough-
ness of Castro’s recent revolution, there were very few trained govern-
ment personnel remaining to undertake the routine tasks of adminis-
tration. While President Urrutia was a good man, he was indecisive.

! Source: Eisenhower Library, Whitman File, NSC Records. Top Secret; Eyes Only.
Prepared by Gleason on February 12.
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Accordingly, Castro, who was only thirty-two years old and had no
previous experience in government, was obliged to make all the im-
portant decisions. Meanwhile labor unrest in Cuba was spreading and
this might affect the current sugar harvest. There were also evidences
of growing unemployment, a fact which the Communist Party, which
was now in the open, would seek to take advantage of. Finally, Castro
considers himself the man on horseback, destined not only to liberate
Cuba but to liberate all the other dictatorships in Latin America, in-
cluding Puerto Rico. However, Betancourt in Venezuela and Munoz
Marin apparently exerted considerable influence on Castro.

Secretary Anderson interrupted at this point to state that a group
of officials from the new Cuban Government were coming to the
Treasury Department this afternoon to talk with him about a stabiliza-
tion fund. These officials apparently wanted $100 million for this
purpose from the United States. Secretary Anderson said that he and
his associates merely proposed to listen to the Cuban delegation at this
afternoon’s meeting but he pointed out that a decision would have to
be made in the next few days as to how far the U.S. Government was
going to go in support of the Castro Government.

The President commented that he found it difficult to compre-
hend how we could do anything to stabilize the Cuban currency until
the Government of Cuba itself had become stabilized. Secretary An-
derson replied that as far as we knew in the Treasury Department,
Cuban finances were not in particularly bad shape if we could rely on
their figures. On the other hand, he felt that the President was right as
to the requirement for a stabilized government prior to a stabilized
currency.

Secretary Dillon expressed the opinion that such matters as Secre-
tary Anderson had brought up could not be decided quickly. They
must be gone into very thoroughly. He warned that a financial blow-
up in Cuba could very well lead to a blow-up of the new Cuban
Government. Mr. Allen Dulles pointed out that the new Cuban offi-
cials had to be treated more or less like children. They had to be led
rather than rebuffed. If they were rebuffed, like children, they were
capable of doing almost anything.

Turning to the conflict between Nicaragua and Honduras, Mr.
Dulles stated that the regime in Honduras was threatened by a revolt
which had been started on Nicaraguan soil. The American Ambassa-
dors in Honduras and Nicaragua were working on the problem. As a
result Nicaragua may deport the Honduran rebels working on Nicara-
guan soil. If this occurred, the revolt might abruptly end.

In Panama Mr. Dulles pointed out that the Administration was
being threatened by political opponents who were preparing for the
1960 elections in Panama. While the opposition to the present Admin-
istration was divided, there could be trouble.
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From Mexico, continued Mr. Dulles, came certain reports to the
effect that Leftists and labor groups might organize demonstrations
against the President when he made his forthcoming visit to Mexico.
Mr. Dulles doubted whether such demonstrations, if carried out,
would amount to very much. The President said that he doubted that
he need anticipate any trouble in Mexico. No American visitors have
encountered significant trouble in Mexico in the recent past.

In Venezuela Mr. Dulles suggested that there might be some
agitation and riots tomorrow when the new President, Betancourt, was
to be inaugurated. While Betancourt was very popular in the country
as a whole, he was not well thought of by the majority in the city of
Caracas.

Mr. Dulles felt that President Frondizi had returned to Argentina
strengthened by his recent visit to the United States. While Frondizi is
threatened by enemies of his austerity program for Argentina—the
only program that can save the country—Mr. Dulles predicted that
Frondizi would nevertheless do his best to carry out this program.

Chile was still beset by its traditional problems. It had neverthe-
less at the present time one of the best governments in the history of
the country.

At the conclusion of Mr. Allen Dulles’s run-down of recent devel-
opments in Latin America, Mr. Gray began to brief the National Secu-
rity Council on the new draft statement of policy which had been
prepared by the NSC Planning Board (a copy of Mr. Gray’s briefing
note is filed in the Minutes of the Meeting and another is attached to
this Memorandum). > He pointed out in his briefing note that the Vice
President, who was unable to be present at this morning’s meeting,
found the new draft generally acceptable. The draft had also been
submitted to Dr. Milton Eisenhower who had likewise generally ap-
proved of it but had made certain specific suggestions for revision.
Several of these suggestions had been agreed to by the NSC Planning
Board. Other suggestions of Dr. Eisenhower had not found favor with
the Planning Board although Mr. Gray stated he would nevertheless in
the course of his briefing indicate these revisions as proposed by Dr.
Eisenhower.

After briefly noting the main characteristics of NSC 5902 and
indicating the views of the Joint Chiefs of Staff with respect to the
paper as a whole, Mr. Gray suggested that the Council withhold
judgment as to the wisdom of the proposal of the Joint Chiefs of Staff
that the paper be returned to the Planning Board for revision, until the
Council had had an opportunity to go through the main provisions of
the new draft paper. After noting a number of specific new points
contained in NSC 5902, many of which followed recommendations by

2 Not found.
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the Vice President or Dr. Eisenhower, Mr. Gray said he wished to call
attention to two split views in the paper which the Planning Board had
been unable to resolve and on which he hoped the Council could
come to a decision today. The first of these occurred in Paragraph 27-c
on Page 13 reading as follows:

“To the extent feasible [taking into account the need to maintain a
spirit of partnership and equality, and also the U.S. policy of ex-
panding U.S.-Soviet bloc exchanges and encouraging the selective
ex?ansion of Free World-Soviet bloc exchanges,]® encourage individ-
ual and collective action by the other American Republics against
Sino-Soviet bloc influence and Communist or other anti-U.S. subver-
sion, including: "’

After explaining to the best of his ability the nature of the disa-
greement about the above-mentioned sub-paragraph and noting that
the bracketed language had been proposed for insertion by the repre-
sentatives of Treasury, Budget, and the Joint Chiefs of Staff, Mr. Gray
called on Secretary Anderson to elaborate, if he wished, on the reasons
why the Treasury felt it desirable to include the bracketed language.

Secretary Anderson commenced by stating that he realized that
the problem set forth in this paragraph was essentially a matter falling
under the jurisdiction of the State Department. He nevertheless
wanted to explain the Treasury point of view. He called attention to
the fact that the U.S. Government, in dealing with this problem, was
in the habit of differentiating between what we say for propaganda
purposes and what we actually do in the matter of encouraging ex-
changes and trade between the U.S. and the Sino-Soviet Bloc. What-
ever we may say for propaganda purposes, we decide on exchanges
and trade with the Bloc on a case by case basis. However, as long as
we continue to take this kind of propaganda stance and at the same
time try to dissuade our Latin American friends from similarly engag-
ing in exchanges with the Soviet Bloc, they will inevitably feel that we
are talking down to them. Moreover, there are occasions when, for
instance, the Russian offer to take Brazilian coffee (even though the
Russians do not drink much coffee), such transactions take a burden
off of the United States.

Secretary Dillon said he still believed it would be best if the
bracketed language proposed by Treasury, Budget, and the Joint
Chiefs of Staff were deleted. We in the State Department did recognize
that there was some inconsistency with respect to our policy on ex-
changes between Latin American countries and the countries of the
Soviet Bloc. Nevertheless, ever since the Caracas meeting it has been
basic U.S. policy to stress the danger of Communism in the Latin
American countries. We have always felt that Latin Americans were

3 Brackets in the source text.
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insufficiently aware of the dangers of international Communism so
. that if we were to let down all barriers to exchanges between the Latin
American countries and countries of the Soviet Bloc, the Latin Ameri-
can countries would go far beyond our own restrained program gov-
erning such exchanges. For these reasons we in the State Department
feel that we should continue to discourage too free a policy of ex-
changes by the Latin American Republics.

There was yet another reason, said Secretary Dillon, which sup-
ported the deletion of the proposed language; namely, the existence in
the earlier portions of the paper of language stressing the desire of the
U.S. for an expression of partnership and equality among the Latin
American Republics. Secretary Dillon felt that this kind of guidance
belonged where it was found under the section headed General Guid-
ance rather than in the specific guidance concerning the threat of
Communism in Latin America.

Turning to the matter of trade between the Latin American Re-
publics and the Soviet Bloc, Secretary Dillon emphasized that the
present paper already contains a considerable revision of our previ-
ously more stringent objective of preventing such trade as dangerous
(Paragraph 27-a—(7)). In addition to this revision in favor of encourag-
ing larger trade between the Latin American countries and the Sino-
Soviet Bloc proposed by the Planning Board there had been a further
revision in the same direction as a result of suggestions made by Dr.
Eisenhower. Thus while we may have gone too far in the past in trying
to prevent trade in such surplus Latin American products as coffee and
cocoa, these restrictions have been considerably eased in NSC 5902.
Accordingly, this matter no longer seemed to Secretary Dillon to be a
real issue. Still more to the point was the fact that the U.S.S.R. had
only three embassies in Latin America; namely, in Montevideo, Bue-
nos Aires, and Mexico City. All three of these were lively centers of
espionage and propaganda and we hope that we can prevent the
establishment of Soviet embassies in any other Latin American coun-
tries. Mr. Allen Dulles commented that a Soviet embassy might well
be re-established in Cuba.

With respect to the problem raised by Paragraph 27-c and the
proposal of the Treasury, Budget, and the Joint Chiefs of Staff to
include the bracketed language, the President observed that the prob-
lem seemed to be related chiefly to methods of operation and imple-
mentation. He felt that it would be a pretty slick and sensitive matter
to carry out the injunction in Paragraph c to try to encourage action by
the other American Republics against Communist or Sino-Soviet Bloc
influence. It could be successfully done if the operators knew how to
operate but the U.S. has often been criticized in the past for taking on
a superior attitude on such matters. It is this, said the President, that
worried him.
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Mr. George Allen said there was yet another aspect of the prob-
lem of restricting the influence of Communism in the Latin American
Republics which had not yet been mentioned. In a number of in-
stances when Latin American musicians, scientists and the like were
invited to visit the Soviet Union, they came to us and asked us
whether they should accept such invitations. Moreover, they went
further and asked whether, if they accepted a Soviet invitation, the
U.S. would subsequently refuse to provide them with a visa to visit the
U.S. Indeed, one of the main reasons for Latin American anger against
the U.S. was the feeling that we treated Latin Americans with conde-
scension. Accordingly, Mr. George Allen said, he was inclined to go
along with Secretary Anderson’s suggestion that the U.S. should not
continue to have a double standard with respect to exchanges between
Free World countries and the Sino-Soviet Bloc.

The President said that he understood Mr. Allen’s remarks and
added that we flatter ourselves that we are more sophisticated than
our Latin American neighbors which of course presented a problem as
to how we can discourage exchanges between Latin American coun-
tries and the Sino-Soviet Bloc without seeming to assume a superior
attitude. For these reasons, the President said he believed that we
should insert in this part of the paper a clear directive which would
state that efforts to encourage action by the other American Republics
against Communist influence would have to be approved by the Latin
American desk in the State Department. In fact, continued the Presi-
dent, this whole matter was so tricky that it almost required a hand-
book of directions in order to be successfully carried out. Secretary
Dillon stated his agreement with the President’s point. The President
added that the essence of the problem was how we carried out the
guidance against Communism in Paragraph 27-c without giving of-
fense to our Latin American friends and without doing more harm
than good to ourselves.

Mr. Allen Dulles commented that the language seemed to him a
little strong and indicated that President Frondizi had personally asked
Mr. Allen Dulles what he, Frondizi, should do about Communism in
Argentina. The President again called for a statement containing very
precise guidance on procedures for encouraging action by the other
Latin American Republics against Soviet and Communist influence.
Mr. Allen Dulles added the point that we had in the past very often
given very detailed guidance to Latin American Governments on this
point.

The Director of the Bureau of the Budget then suggested that he
might have a solution. Could we not drop the present bracketed lan-
guage in Paragraph 27-c and substitute for it more general language
such as “taking into account other related U.S. policies”? This might
avoid the risk of alienating our Latin American friends by too much
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rigidity or too great pressure. The President, however, felt that the
language proposed by Mr. Stans was still somewhat too weak and
suggested instead language to the effect that we should encourage
action by the other American Republics against Sino-Soviet Bloc and
Communist influence under methods of procedure which would be
prescribed by the State Department for operations in this field. The
President again stressed the need for the opinions of experts and
specialists in dealing with this problem.

Secretary Dillon said that the State Department would agree to
such an approach as this and insisted that we did not wish to be in a
position of preaching to our Latin American neighbors. On the other
hand, he thought the problem which was being discussed was essen-
tially a matter of operations rather than of policy although he could
see no objection to putting in a directive along the lines suggested by
the President to insure the compliance of the operators. The President
cited various past experiences in support of his argument and again
stressed the vital necessity to avoid giving rise to injured feelings by
the other American Republics. Mr. Gray pointed out that in due course
the Operations Coordinating Board would prepare an operational plan
to carry out the policies agreed to by the Council on Latin America and
that perhaps this OCB operational plan would be the best place to
cover the President’s point about a directive to the operators with
respect to the problem of Paragraph 27-c. The President, however,
still insisted that the problem was primarily a matter for the State
Department and he wanted the responsibility clearly placed on the
Department of State. Mr. Gray indicated that he would work out
language which would meet the President’s point.

At this juncture Secretary Anderson asked permission to have the
floor. He stated that almost from the beginning of its existence the
Export-Import Bank had as a matter of policy steadfastly declined to
make loans to newspapers, radio stations, television stations, and
other opinion-forming enterprises in Latin America. Secretary Ander-
son said he felt that was an incorrect policy on the part of the Export-
Import Bank and as a result of it very few American nationals were
now engaged in publishing newspapers or other such activities in any
of the Latin American countries. The vacuum had been filled by the
nationals of other countries. He therefore asked whether we should
not change the policies of the Export-Import Bank to permit the Bank
to lend money to U.S. nationals desiring to enter into the newspaper
or radio field in Latin America.

The President said that he agreed with the view expressed by
Secretary Anderson. Secretary Dillon added the view that if policy-
makers are in agreement on the desirability of loans to such enter-
prises, the policies of the Export-Import Bank should not stand in the
way.
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At this stage Mr. Gordon Gray asked the President’s permission to
quote Scripture illustrating the dilemma which had been posed by the
problem of the U.S. desire on the one hand to treat other American
Republics on a basis of partnership and equality in the matter of
exchanges with the Sino-Soviet Bloc and on the other hand the U.S.
desire to encourage the other American Republics to take action
against Communist influence. He then read St. Paul’s Epistle to the
Romans, Chapter 14:21 reading as follows: “It is good neither to eat
flesh, nor to drink wine, nor any thing whereby thy brother stumbleth,
or is offended, or is made weak.”

Thereafter, Mr. Gray asked permission to turn to the second split
view in NSC 5902 occurring in Paragraph 53 on Page 27 and reading
as follows:

“53. Provide adequate quotas for qualified personnel for training
in U.S. armed forces schools and training centers.

Majority

“Seek appropriate legislative
authority to permit the military
assistance program to bear the
complete cost of training military

Budget

“Seek, as appropriate, new
legislative authority to facilitate
provision of the training autho-
rized by para. 45-a.

personnel of all Latin American
countries in U.S. armed forces
schools and training centers.

“Encourage Latin American states to fill their authorized quotas at
the three Service Academies.”

He explained that the Majority opinion believed that such legislation
was necessary to cover situations where there was no bilateral
agreement with a country which we may desire to assist with training
so that a special Presidential determination was necessary. On the
other hand, the Budget Representative had pointed out that while this
problem affected Latin America primarily, it also applied to certain
other situations such as Burma and might be better treated in our
statement of Basic National Security Policy. He then called on Mr.
Stans who said that the essential issue was simple and that this
particular Latin American paper was the wrong forum for handling
such matters. They should instead be handled by the Mutual Security
Steering Group. He therefore favored deletion of both the Majority
and the Budget version although if some language still seemed to be
needed he would prefer the Budget version.
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The President inquired whether it had not long been our practice
to provide special inducements to Latin American officers to study at
our U.S. Service Academies and training centers. If this were not the
case the President thought that we should certainly provide such
special inducements and privileges.

Secretary Dillon said that the State Department’s only objection to
the Budget version of Paragraph 53 was that it limited the provision of
training of Latin American military personnel to the kind of training
prescribed in Paragraph 45-a; namely, the training necessary to assist
the Latin American armed forces to carry out measures related to
hemispheric defense. Secretary Dillon, on the other hand, believed
that the criteria for training Latin American military personnel in the
U.S. Service schools should be broader than that suggested in Para-
graph 45-a. Such training might well be offered for political rather
than for strictly defense reasons. Mr. Stans said he did not disagree
with the point made by Secretary Dillon.

After further discussion the President turned to General Twining
and asked how the expense for the training of Latin American person-
nel in U.S. Service schools was absorbed. The President said he would
like to see the several U.S. Military Services take all of this in hand,
and pay for everything except the board bills and the transportation of
the Latin American personnel. He would ask for funds to accomplish
this in authorization bills for the Department of Defense.

Mr. Gray then proposed substitute language for the two versions
of Paragraph 53 running as follows: “Seek, as appropriate, new legis-
lative authority to facilitate such training.” The Council agreed to
accept Mr. Gray'’s proposal.

Mr. Gray then asked the President’s permission to run through
briefly the suggestions for changes in NSC 5902 which had been
proposed by Dr. Milton Eisenhower but which the NSC Planning
Board had found it impossible to accept. The first of these, he said,
related to the problem of non-intervention with particular respect to
Paragraphs 21-a and -b on Page 8 reading as follows:

“21. Exceptions to Non-Intervention

a. In the event of threatened or actual domination of any Ameri-
can state by Communism, promote and cooperate through the OAS in
the application of measures available under the Treaty of Rio de
Janeiro to the extent necessary to remove the threat to the security of
the hemisphere, taking overt unilateral action only as a last resort.

[paragraph 21-b (712 lines of source text) not declassified |

[1 paragraph (8 lines of source text) not declassified)

[18%2 lines of source text not declassified] The President indicated
his acceptance of language of the sort proposed by Secretary Ander-
son. General Twining also signified his agreement and said that
Paragraphs 20 and 21 of NSC 5902 illustrated some of the “inconsist-
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encies”” which the Joint Chiefs of Staff had found fault with in their
comments on this report. After further brief discussion the President
suggested the language which seemed to be appropriate to him to
cover Paragraphs 21-a and -b which language is set forth in the action
which followed the Council consideration of this paper.

Mr. Gray then turned to the second of the suggestions made by
Dr. Eisenhower which the Planning Board had felt unable to accept.
This was Dr. Eisenhower’s feeling that the U.S. should do everything
that it could to encourage Latin American countries to divert every
available resource to economic development except for the minimum
sums needed to maintain military forces for internal security purposes
only.

Mr. Gray indicated that the Planning Board, while generally sym-
pathetic to the substance of Dr. Eisenhower’s view, felt that his lan-
guage was too restrictive and therefore preferred the language of the
paper as set forth in Paragraph 44 Page 24. This latter paragraph
reflected the view that Latin American countries would have a role to
play in hemisphere defense and that in any case they will maintain
military forces whatever representations the U.S. made to them.

The President said he believed that the most satisfactory solution
would be maintenance by the Latin American Republics of the mini-
mum levels of military forces agreed upon by the U.S. and the Latin
American Republics which sought our assistance in maintaining mili-
tary forces. He again expressed the view that this was likewise an
example of an excess of caution by his brother and that no revision
was really required to meet his point.

Mr. Gray next turned to Dr. Eisenhower’s belief that if there were
to be U.S. military assistance to Latin American states, such military
assistance should not be extended to dictatorships. Mr. Gray pointed
out that the majority of the Planning Board, while again sympathetic
to the motives underlying this comment, felt that such a policy could
not be applied solely to Latin America and that it would create serious
problems if this were applied world-wide. For this and for other rea-
sons the Planning Board favored the existing language.

The President commented that in respect to this problem, the
policy statement should at least contain a word of caution with regard
to the extension of U.S. military assistance to Latin American dictator-
ships. We could at least drag our feet in extending such assistance and
besides considering the effect in Latin America of extending U.S. mili-
tary assistance to dictatorships, we have to consider the effect of such
action on our American domestic opinion. Mr. Gray read other por-
tions of the paper, particularly Paragraph 22-b which the majority of
the Planning Board believed sought to meet the point raised by Dr.
Eisenhower and to counter any impression that the U.S. favored dicta-
torships, whether of the Right or Left. Mr. Gray went on to point out
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and to cite figures indicating that at the present time the U.S. was
giving only negligible military assistance to the two or three dictator-
ships still in existence; namely, Paraguay, the Dominican Republic,
and perhaps Nicaragua. Mr. Gray pointed out that we were providing
such assistance to the Dominican Republic because we had a missile-
tracking station in that country and the military assistance was essen-
tially (as was the case in Brazil) a quid pro quo for permission to
maintain a missile-tracking station.

The President asked why it was essential that a missile-tracking
station be maintained in the Dominican Republic. Could we not con-
struct such stations in the Virgin Islands, in Puerto Rico, or in other
such areas? Secretary Quarles replied that the missile-tracking site in
the Dominican Republic had been very carefully surveyed before it
was built and that there were sound technical reasons for the construc-
tion of the station in the Dominican Republic. The other areas noted
by the President as suitable for such stations were also being used.

Secretary Dillon brought the discussion back to the general point
and explained that the State Department felt that in the matter of
dealing with dictatorships, it was important for the U.S. to maintain an
adequate degree of flexibility, inasmuch as many of the governments
of many of the Latin American countries were subject to frequent
change. While he did not want a hard and fast prohibition against
providing military assistance to any dictatorship in Latin America, he
would have no objection to cautionary language with respect to such
deals. Mr. George Allen commented that it was often thought that
there were both good and bad dictatorships in the world.

After agreement on the introduction of a cautionary statement in
the matter of extension of U.S. military assistance to dictatorships, Mr.
Gray briefly summarized the remaining points on which Dr. Eisen-
hower had made suggestions. He indicated that the Planning Board
had taken account of certain of these suggestions but that it believed
that in the matter of providing for additional flow of external private
and public capital, the Planning Board believed that the language set
forth in Paragraph 38 on Pages 19-21 provided adequate guidance to
U.S. Government agencies. As to Dr. Eisenhower’s doubts as to
whether the amounts of economic assistance of various types, pro-
jected in the Financial Appendix, were of sufficient magnitude, the
Planning Board had pointed out that the proposed Inter-American
Development Banking Institution would provide a new and additional
means for increased economic development in the hemisphere. The
President did not press for the inclusion of Dr. Eisenhower’s views on
these issues.

Mr. Gray stated that these were all the points which he felt it
necessary to raise and asked if Secretary Dillon or General Twining
had any other points to make. Secretary Dillon said he thought the
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language in the paper was adequate while General Twining expressed
the opinion that many of the revisions made in the paper during the
course of the discussion had met the complaints of the Joint Chiefs of
Staff in their written views. The Joint Chiefs he said had called for U.S.
competition with the U.S.S.R. in Latin America. They believed that
our attitude toward Communism in Latin America was too negative as
apparently Dr. Eisenhower had also thought.

At the end of the discussion Mr. Gray announced that he would
undertake to make certain revisions in the text of NSC 5902 as sug-
gested at the meeting after which it would be possible to determine
whether or not the paper as a whole needed to come back to the
Council for another look.

The National Security Council:*

a. Discussed the draft statement of policy on the subject contained
in NSC 5902, and revisions thereto subsequently proposed by the
NSC Planning Board in the light of the views of the Joint Chiefs of
Staff thereon, as presented at the meeting, and an oral briefing by the
Director of Central Intelligence on current developments in certain
Latin American countries.

b. Adopted the statement of policy in NSC 5902, subject to the
following amendments:

(1) Page 8, paragraph 21-a: Place a period after the word
“hemisphere” and add the following sentence: [quoted sentence (23
words) not declassified)

(2) Page 8, paragraph 21-b: Revise to read as follows:

[1 paragraph (71/2 lines of source text) not declassified]

(3) Page 11, paragraph 25-a: Add the following words:

”’; seeking positive means of diverting Panamanian attention from
the Canal problem to economic development.”

(4) Page 13, paragraph 27-c: Delete the bracketed words and
the footnote thereto and insert in place thereof the words “and
under methods and procedures that are prescribed by the Depart-
ment of State of guide personnel operating in the field,”.

(5) Page 14, paragraph 27-c(7): Add the following sentence:
“Within these limitations, normally refrain from discouraging
Latin American countries from trading non-strategic surplus com-
modities to the European Soviet bloc for consumer goocl:-lg or other
products they can use.”

(6) Page 25, paragraph 45: Add the following sub-paragraph:

“d. In making military equipment and training available to Latin
American countries, take into account the provisions of para-
graph 22-b relative to the type of Government involved,
exercising caution in the provision of such assistance to dicta-
torships.”

¢ Paragraphs a-c and the Note that follow constitute NSC Action No. 2046.
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(7) Page 27, paragraph 53: Delete the alternative versions of
the second sentence and substitute therefor the following: “Seek,
as appropriate, new legislative authority to facilitate provision of
such training to personnel from all Latin American countries.”

c. Requested the Director, Office of Civil and Defense Mobiliza-
tion, to undertake in coordination with other interested agencies, in-
cluding the Departments of State and Defense, a special study to
identify the potential contribution of Latin American resources, pro-
duction and skills to U.S. recovery following a nuclear attack; report-
ing to the Council any policy recommendations found appropriate or
necessary.

Note: NSC 5902, as amended by the action in b above, subse-
quently approved by the President; circulated as NSC 5902/1 for
implementation by all departments and agencies of the U.S. Govern-
ment; and referred to the Operations Coordinating Board as the coor-
dinating agency designated by the President.

The action in c above, as approved by the President, subse-
quently transmitted to the Director, Office of Civil and Defense Mobil-
ization, for implementation.

[Here follow agenda items 2) “Significant World Developments
Affecting U.S. Security,” and 3) “U.S. Policy Toward Germany.”]

S. Everett Gleason

11. National Security Council Report’

NSC 5902/1 Washington, February 16, 1959.
STATEMENT OF U.S. POLICY TOWARD LATIN AMERICA ?
Introduction

1. Latin American plays a key role in the security of the United
States. In the face of the anticipated prolonged threat from Communist
expansionism, the United States must rely heavily on the moral and
political support of Latin America for U.S. policies designed to counter

! Source: Department of State, S/S-NSC Files: Lot 62 D 1, NSC 5902 Series. Secret.
A title sheet, a February 16 transmittal note by Lay, and a table of contents are not
printed. NSC 5902/1 was approved by the President on February 16, superseding NSC
5613/1.

2 Except as specifically stated herein, this statement of policy does not apply to
dependent overseas territories of European powers. [Footnote in the source text.]



92 Foreign Relations, 1958-1960, Volume V

this threat. A defection by any significant number of Latin American
countries to the ranks of neutralism, or the exercise of a controlling
Communist influence over their governments, would seriously impair
the ability of the United States to exercise effective leadership of the
Free World, particularly in the UN, and constitute a blow to U.S.
prestige. Apart from the Communist threat, the long term security of
the United States requires the maintenance of harmonious relations
with the other American Republics, whose rapidly growing population
and expanding economies will make them of increasing importance.

2. Latin America is and must be dealt with primarily as an under-
developed area. Its peoples’ aspirations for higher living standards,
more industrialization and popularly-based governments are rising
more rapidly than they are being satisfied. Although the area as a
whole has averaged an encouraging annual rate of growth of over 4
percent in gross national product, much of the gain is offset by the
explosive growth of population—the Free World's highest—which it is
estimated will increase Latin America’s population of approximately
190 million at present to some 500 million by the year 2000. Growth
in per capita gross national product has been on the order of 2-2.5
percent, but is unevenly distributed so that in many areas urban living
standards are showing a tendency to stagnate. Despite a recent general
trend away from dictatorships, the area generally has not yet estab-
lished stable, representative governments or orderly constitutional
processes. Discontent with the rate of economic and political progress
is basic to present Latin American attitudes toward the United States.

3. Latin Americans look to the United States for encouragement
and concrete support for the achievement of their economic and politi-
cal objectives. Strongly nationalistic, they focus their interests on their
own internal problems. Their responsiveness to U.S. leadership in
world affairs is conditioned more by their assessment of the degree of
positive interest in these objectives than by their own appreciation of
the threat of Sino-Soviet power or of Communist infiltration, which
they tend to view as remote from their affairs.

4. A key problem in U.S.-Latin American relationships is psycho-
logical. Latin American attitudes towards the United States have dete-
riorated somewhat from the high point achieved during World War II.
Contributing to this are: the feeling of Latin Americans that the United
States has neglected them while devoting attention and resources to
more distant areas in order to combat Communism, the tendency of
Latin Americans to shift to the United States the blame for lack of
satisfactory progress, and the growth of nationalism characteristic of
underdeveloped areas but especially directed towards the United
States in Latin America because of the U.S.’s dominant economic,
military and political position in the hemisphere. A series of miscon-
ceptions about the United States and its policies have gained currency
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and constitute a serious impediment to better relations. As a result,
what we do may be no more important to the achievement of our
objectives than how we do it.

5. Nevertheless the situation in Latin America is more favorable to
attainment of U.S. objectives than in other major underdeveloped
areas. Alone of the underdeveloped areas, it shares our Western cul-
tural, religious, and historical heritage and emerged from European
colonialism over a century ago. None of the Latin American nations
faces an immediate threat of overt Communist aggression or takeover.
Consequently, in comparison with other underdeveloped countries,
defense and internal security need not constitute as great a charge on
Latin American energies and resources, leaving them relatively more
free to concentrate constructively on strengthening their economies
and political institutions.

6. On the other hand, we must reckon with the likelihood of a
much more intensive Bloc political and economic effort in Latin
America. The Communists have at present limited capabilities there,
but are utilizing their resources vigorously and intelligently. Their
immediate objectives are to disrupt friendly relations with the United
States and to promote neutralist foreign policies. Latin American Com-
munist parties have sought with mixed success to de-emphasize their
revolutionary aims and to align themselves and work with all ele-
ments actually or potentially hostile to the United States in an effort to
influence Latin American governments to disengage themselves from
U.S. leadership. At the same time, the Sino-Soviet bloc is comple-
menting the efforts of the local Communist parties by a growing eco-
nomic, cultural, and propaganda effort designed to hold out induce-
ments for a more impartial position in East-West affairs and to portray
the United States as the major obstacle to Latin American progress.
The effective countering of this effort, by constructive policies as well
as by more direct anti-Communist measures, must be an increasingly
important element of U.S. Latin American policies.

Objectives

7. Greater friendship, mutual respect and sense of interdepend-
ence among governments and peoples of the American Republics.

8. Greater Latin American understanding and support of U.S.
world policies as well as greater recognition of the constructive U.S.
interest in Latin American aspirations.

9. Sound and growing economies capable of providing rising liv-
ing standards within the general framework of a free enterprise sys-
tem.
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10. Increased flow of U.S. and other Free World investment capi-
tal to Latin America, and increased trade among Latin American coun-
tries and between them and the United States and other Free World
countries.

11. Evolutionary development of democratic governments sup-
ported by stable political, economic and social institutions compatible
with, though not necessarily identical with, those of the United States.

12. Maximum limitation of Communist and Sino-Soviet bloc in-
fluence and greater awareness of the nature and threat of international
Communism in Latin America.

13. Latin American participation in and support of measures to
defend the hemisphere under U.S. leadership.

14. Adequate production of and access to resources and materials
essential to U.S. security and identification of such resources and skills
as may be capable of making a significant contribution to U.S. recov-
ery in the event of nuclear attack.

15. Emergence of Latin America as a strong component part of the
Western community of nations.

16. Further development of Western Hemisphere regional cooper-
ation for the maintenance of peace, regional security and economic
and social advancement.

Policy Guidance

General

17. Recognize that, as seen by the Latin Americans, the role and
responsibility of the United States is to provide leadership and assist-
ance within a framework of hemispheric partnership which will assist
Latin America to achieve political and socio-economic development
and sound institutions.

18. Conduct U.S. relations with Latin America in full recognition
that pride, disparities of power and standards of living between the
United States and Latin America, population pressures, dependence
on one-commodity economies and U.S. markets, and opportunities for
assistance from the Soviet bloc, are important factors, among others,
influencing the present dominant Latin American attitude that the
United States should assume a greater measure of responsibility in
assisting Latin America toward its goals.

19. a. When feasible and possible, associate U.S. policies with the
legitimate aspirations of the Latin American peoples and states, and
seek to assure that they contribute, insofar as possible, to better Latin
American attitudes toward the United States.
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b. In the conduct of relations with Latin America, reflect accept-
ance by the United States of a spirit of partnership and equality among
the American Republics and a sympathetic understanding by the
United States of the special problems and interests of Latin America,
especially when these differ from our own.

Political

20. Non-Intervention Policy. Continue to adhere to the policy of
not intervening unilaterally in the internal affairs of the other Ameri-
can Republics.

[paragraphs 21-a and 21-b (162 lines of source text) not declassified)

22. Recognition.

a. Recognize all Latin American governments qualifying for recog-
nition under the accepted criteria of international law (unless a sub-
stantial question should arise with respect to Communist control).

b. Maintain correct diplomatic and other relations with all recog-
nized governments. Where possible, give special encouragement to
those governments which have a genuinely popular base and are
effectively striving towards the establishment of representative and
democratic governments. Seek to counter any impression that the
United States favors dictatorships, either of the right or the left.

23. Hemispheric Solidarity. Strengthen hemisphere solidarity by:

a. Strongly supporting and strengthening the OAS, utilizing it
whenever feasible as a principal means of achieving our objectives and
as a major forum for multilateral discussions of political and economic
questions affecting the hemisphere.

b. As may be appropriate, seek to bring the Inter-American De-
fense Board into closer relationship with the Council of the OAS and
to utilize the Advisory Defense Committee of the OAS.

c. Obtaining greater understanding and acceptance by Latin
American countries of the inter-relationship of the security of the
Western Hemisphere and the security of other areas of the Free World.

d. Maintaining close liaison with the other American Republics
with a view to maintaining their support for the U.S. position on key
issues arising in the United Nations affecting the security of the Free
World, but: (1) refraining from placing heavy pressure on Latin Ameri-
can governments on less important issues, and (2) recognizing the
differences between the position of the United States and of most
Latin American states on issues concerning economic assistance to
underdeveloped areas, intervention, and colonialism, among others.

e. Consulting with Latin American states, whenever possible,
before taking actions which will affect them or for which we wish their
support.

f. Promoting with appropriate Latin American leaders close per-
sonal relationships and encouraging reciprocal visits by appropriate
high government officials and distinguished personages.
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g. When feasible, bringing Canada, Puerto Rico (and, as it gains
greater autonomy in foreign affairs, the West-Indian Federation) into
closer relationship with the inter-American system.

24. Maintenance of Peace within the Hemisphere. Take all practica-
ble measures, within the limitations of the non-intervention policy, to
prevent armed conflicts between states in the Western Hemisphere:

a. Encourage and support actions by the OAS designed to solve
peaceably disputes involving, or likely to involve, armed conflict be-
tween American states.

b. Insist that, in accordance with the UN Charter, the OAS has
priority of responsibility over the UN Security Council with respect to
threats to peace arising among the American Republics.

c. Assist American states resisting pressures from their neighbors,
when such pressures are inimical to U.S. interests and to the peace of
the hemisphere.

d. Fulfill U.S. obligations in conjunction with Brazil, Argentina,
and Chile as co-guarantor of the Peruvian-Ecuadoran boundary; work
toward a peaceful settlement of the Nicaraguan-Honduran boundary
dispute; and seek to prevent other boundalgr and territorial disputes
from developing into threats to the peace and/or a justification for the
maintenance of armaments by the disputants.

25. Canal Zone and Three-Mile Limit.

a. Maintain in force all the rights, power and authority granted the
United States by the Convention of 1903 with Panama, as the basic
treaty covering the status of the Canal Zone; seeking positive means of
diverting Panamanian attention from the Canal problem to economic
development.

b. Unless and until other criteria are accepted, refrain from giving
juridical or de facto recognition to claims by Latin American govern-
ments to sovereignty beyond the three-mile limit and endeavor to
obtain support for or acquiescence in the U.S. position.

26. Colonialism.

a. Encourage acceptance and implementation by the interested
European states of the principle that dependent and colonial peoples
in this hemisphere should progress by orderly processes toward an
appropriate form of self-government.

b. When disputes between American and non-American states
over dependent territories cannot be settled by direct negotiations,
encourage peaceful settlements by other methods available to the par-
ties.

27. Communism.

a. Seek to create greater awareness of the specific threats posed to
Latin America as well as to world security by Communism by (1)
exposing, [1 line of source text not declassif%’ed] the activities of local
Communist parties and of the Soviet bloc as they relate to Latin
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America; and (2) carrying out, as appropriate, a prudent exchange of
information with Latin American governments on Communist and
Communist bloc activities.

b. Obtain maximum recognition by those states which have rati-
fied Resolution 32 of the Ninth Inter-American Conference at Bogota
and/or Resolution 93 of the Tenth Inter-American Conference at Ca-
racas? of their continuing obligations under these articles with respect
to Communism.

c. To the extent feasible and under methods and procedures that
are prescribed by the Department of State to guide personnel operat-
ing in the field, encourage individual and collective action by the other
American Republics against Sino-Soviet bloc influence and Commu-
nist or other anti-U.S. subversion, including:

(1) Adoption and enforcement of adequate laws to control Com-
munist activities.

(2) Restriction on the entry, production, and dissemination of
Communist and bloc information and propaganda material.

(3) Restriction on the admission to Latin American countries of
identified Communists and of individuals or groups from the bloc
when the intent is to raise the prestige of Communism and the Com-
munist countries.

(4) Limitation of trips by Latin American nationals to bloc coun-
tries and to Communist international front meetings.

(5) Prevention of the opening of new diplomatic and consular
establishments by bloc countries and limitation on the size of the staffs
and the activities of existing establishments.

(6) Prevention of direct or indirect trade in strategic materials with
the Sino-Soviet bloc.

(7) Prevention of trade with the bloc (a) on prejudicial terms, or
(b) at levels or in fields which would create damaging dependence on
the bloc or result in a significant bloc influence over the international
actions of the country. Within these limitations, normally refrain from
discouraging Latin American countries from trading non-strategic sur-
plus commodities to the European Soviet bloc for consumer goods or
other products they can use.

(8) Rejection of bloc aid in sensitive areas and exclusion of bloc
specialists and technicians.

28. Sanction Against Close Bloc Ties. If a Latin American state
should establish with the Soviet bloc close ties of such a nature as
materially to prejudice our interests, be prepared to diminish or sus-
pend governmental economic and financial cooperation with that
country and to take any other political, economic or military actions
deemed appropriate.

29. National Leaders. Increase efforts to influence present and po-
tential political, military and labor leaders, journalists, radio commen-
tators, educators, and others exercising substantial influence over the
opinion-forming process.

?See Annex A. [Footnote in the source text. Annex A is not printed.]
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30. Moderate Leftists. Utilize, as appropriate, the potential of mod-
erate elements of anti-Communist leftist and/or nationalist political
and labor movements and other groupings as a means of limiting and
countering Communist influence.

31. Opposition Elements. Maintain contact with elements of the
opposition to recognized governments to the extent and at a level
which (a) will not seriously impede the achievement of U.S. objectives
through the recognized government; (b) will not associate the United
States with efforts to overthrow recognized governments by unconsti-
tutional means; or (c) will not create an impression that the United
States supports or condones the establishment of authoritarian re-
gimes, either rightest or leftist; these limitations not necessarily to
apply to a country in which there is a reasonable expectation that the
government will act in the interest of Communism.

32. Intellectuals and Students. Devote increased attention to the
development of attitudes favorable to U.S. policy objectives among the
Latin American teaching profession, students and intellectuals by such
means as (a) exchange programs specifically designed to influence
attitudes in educational systems; (b) cultural, sports and information
programs specifically planned to enhance U.S. prestige among such
groups; (c) encouraging private U.S. organizations capable of increas-
ing their efforts in these and related fields; and (d) encouraging other
Free World governments, groups and individuals to supplement U.S.
efforts in these respects.

33. Labor.

a. Encourage non-Communist labor organizations.

b. Encourage U.S. labor organizations to carry out sound pro-
grams designed to strengthen free labor in Latin America.

c. Encourage and support the training of anti-Communist labor
leaders in the United States and other countries of the hemisphere.

d. Encourage, as may be appropriate in individual countries, the
activities of the Organizacion Regional Inter-Americana de Trabajadores
(ORIT) and other Free World labor organizations.

e. In the employment of local labor by the U.S. Government
pursue exemplary labor practices and encourage such practices on the
part of private U.S. employers.

f. Encourage Latin American countries to increase incentives tend-
ing to influence labor toward a democratic system based on free enter-
prise.

g. As may be appropriate, encourage and/or conduct labor infor-
mation activities designed to counteract Communist infiltration in la-
bor organizations and to assist them in learning the purposes and
methods of free trade union organization.



General U.S. Policy Toward Latin America 99

Internal Security

34. Proceed as feasible in selected countries with the implementa-
tion of the program for strengthening the capabilities of the local
public safety forces and activities necessary to maintain internal secu-
rity and to render ineffective the Communist apparatus, but take into
account the dangers of U.S. association with local public safety forces
which adopt extra-legal and repressive measures repugnant to a free
society.

Economic

35. Technical Assistance. Strengthen and program, on a longer
term basis, technical cooperation; provided, always, that each recipient
country has a genuine interest in and desire for our participation in
programs undertaken by it, and that our participation makes a contri-
bution toward the achievement of our foreign policy objectives com-
mensurate with its cost. Within these policy limits, increase specialized
training of Latin Americans in host countries, the United States, in-
cluding Puerto Rico, and third countries.

36. Trading Policies. In order to expand inter-American trade:

a. Make every effort to maintain stable, long-term trading policies
and avoid, to the maximum extent possible, restrictive practices which
affect key Latin American exports to the United States.

b. Work toward a reduction of tariff and other trade barriers with
due regard to total national advantage.

c. Encourage those American Republics which are not now mem-
bers of GATT to accede to GATT and to negotiate reductions of trade
barriers within the GATT framework.

d. Demonstrate U.S. concern for the commodity problems of Latin
American nations. In an effort to find cooperative solutions, be pre-
pared to discuss and explore possible approaches to such problems in
accordance with U.S. policy on international commodity agreements.

e. Encourage and endorse the establishment of customs unions or
free trade areas in Latin America which conform to GATT criteria.

f. Be prepared to endorse proposals for regional preference ar-
rangements which do not conform to GATT criteria, if consistent with
over-all foreign economic policy.

37. Economic Development. Recognizing the sovereign right of
Latin American states to undertake such economic measures as they
may conclude are best adapted to their own conditions, encourage the
Latin American nations:

a. To make maximum contribution to their own economic devel-
opment.

b. To base their economies on a system of free private enterprise
adapted to local conditions.

c. As far as practicable, to curtail diversion of public funds to
uneconomic state-owned industries.
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d. To take all feasible steps to create a political and economic
climate conducive to private investment, both foreign and domestic.

e. Where appropriate, to diversify their economies on a sound
basis.

38. Recognizing that Latin American economic development will
require an additional flow of external private and public capital:

a. Encourage Latin American countries to look to private capital
and international lending institutions as major sources of external
capital for development, negotiating wherever feasible (1) suitable
income tax agreements designed to reduce obstacles to international
trade and investment and to give recognition to tax incentives offered
by Latin American countries, (2) investment guarantee agreements,
and (3) where needed, Treaties of Friendship, Commerce and Naviga-
tion.

b. Be prepared to extend public loans which are consistent with
relevant U.S. loan policy considerations, seeking by the use of appro-
priate U.S. Government lending institutions to make a substantiaFHow
of capital available for Latin American economic development, to alle-
viate balance of payments crises, and to stimulate economic reforms.

c. Facilitate as appropriate favorable consideration of applications
to international institutions for credits consistent with U.S. loan poli-
cies and support the approval of such applications by the Boards of
these institutions.

d. Encourage efforts by international lending institutions to bring
about desirable financial and economic reforms.

e. Cooperate with the Latin American countries to establish at an
early date an Inter-American Development Institution which will seek
to collaborate with other development institutions and sources of pub-
lic and private capital with a view to expanding the resources for
financing economic development. Squort incorporation in it of a
highly qualified technical staff capable of assisting Latin American
countries in development planning and with preparation and engi-
neering of development projects.

f. Be prepared to extend limited amounts of special economic
assistance on a grant or loan basis in those exceptional circumstances
when other means are inadequate to achieve economic and political
stability essential to U.S. interests.

g. Encourage other Free World countries to provide capital and
technical assistance to Latin America.

h. Continue to assist in the financing of the Inter-American High-
way and the Rama Road in accordance with existing agreements and
established legislative authority.

39. In carrying out programs involving disposal of U.S. agricul-
tural surpluses abroad:

a. Negotiate with Latin American governments sales of surplus
agricultural commodities where appropriate.

b. Give particular attention to the economic vulnerabilities of the
Latin American countries and avoid, to the maximum extent practica-
ble, detracting from the ability of these countries to market their own
exportable produce.
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c. Encourage the use in the purchasing countries of the local
currency .proceeds of sale for loans for economic development pur-
poses, with particular emphasis on private enterprise.

40. Encourage the use in peacetime of selected Latin American
military personnel and units in development projects where such use
will not interfere with the capability of the units involved to perform
their military missions or to meet the military requirements for which
they were organized. Activities along this line may include training
and equipping engineer units with construction equipment where such
activities will contribute to economic development through the con-
struction of public service projects, including communications.

Informational and Cultural

41. In addition to lines of action indicated above place special
emphasis, as a matter of urgency, on increased U.S. informational and
cultural activities designed to:

a. Present the United States as a constructive force cooperating
with Latin America on a basis of partnership toward the achievement
of a greater measure of political and economic progress.

b. Promote greater understanding and acceptance by Latin Ameri-
can countries and peoples of primary responsibility for progress.

c. Obtain a better mutual understanding by the peoples of Latin
America and of the United States of each others special characteristics
and problems.

d. Obtain the cooperation of the American Republics in assuming
a large measure of responsibility for promoting better mutual under-
standing within their own countries through such means as the estab-
lishment of national commissions of distinguished citizens to work for
these purposes.

42. To the extent feasible encourage U.S. nationals, including
business and industry represented in Latin America, to participate
broadly in efforts to achieve the purposes of the preceding paragraph.

Military

43. Assume primary responsibility for hemispheric military opera-
tions in the Atlantic and Pacific Oceans and the Caribbean Sea, in-
cluding the sea and air approaches to the Panama Canal, and seek, in
our military and other relations with the states concerned, acceptance
of U.S. military control of the defense of these sea areas.

44. a. Encourage acceptance of the concept that each of the Latin
American states is responsible for providing, through effective military
and mobilization measures, a contribution to the defense of the hemi-
sphere by insuring its internal security and by the defense of its coastal
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waters, ports and approaches thereto, bases, strategic areas and instal-
lations located within its own territory, and routes of communication
associated therewith.

b. In exceptional cases, be prepared to accept participation by a
Latin American state in combined operations in support of U.S. mili-
tary responsibility under paragraph 43 above, where its location and
resources make such participation feasible, and where political or
hemisphere defense considerations make such a course of action desir-
able in the interest of the security of the United States.

45. a. Make available to Latin American states, on a grant basis if
necessary, the training and minimum military equipment necessary to
assist them to carry out the missions relevant to hemispheric defense
in the preceding paragraph, except that internal security requirements
shall not normally be the basis for grant military assistance.

b. Discourage Latin American governments from purchasing mili-
tary equipment not essential to the missions in paragraph 44. How-
ever, if a Latin American government cannot be dissuaded from
purchasing unneeded military equipment, and if it is essential for U.S.
political interests, make additional equipment available on a cash,
credit or, under extraordinary circumstances, grant basis, if appropri-
ate.

c. In order to be in a position effectively to supply military equip-
ment on a reimbursable basis in accordance with a and b above, make
equipment available to Latin American countries on terms which inso-
far as feasible are sufficiently favorable to encourage the Latin Ameri-
can governments to obtain such equipment from the United States
rather than from another source.

d. In making military equipment and training available to Latin
American countries, take into account the provisions of paragraph
22-b, relative to the type of Government involved, exercising caution
in the provision of such assistance to dictatorships.

46. Encourage, to the maximum extent consistent with the needs
and capabilities of each Latin American nation, the standardization
along U.S. lines of military doctrine, unit organization and training.
Except when it will create undue demand on the United States seek, in
the interests of standardization as well as for other reasons, to discour-
age purchases by Latin American governments of military equipment
from other countries, especially Communist countries, primarily by
assuring the Latin American countries that we will endeavor to fill
their essential requirements expeditiously and on reasonable terms.
Where appropriate, seek to prevent other Free World countries from
selling military equipment to Latin American states.
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47. Seek to develop a conviction that collaboration, including
military purchases, by any of the American states with Communist
nations would be a serious hazard to all of the nations of this hemi-
sphere.

48. If participation of Latin American military units is required in
future extra-continental defense actions, provide logistical support, if
necessary without reimbursement, to such forces.

49. Take action as necessary, including military action, to insure
the continued availability to the United States of bases and base rights
in Latin America that are considered vital to the security of the United
States.

50. Seek the continued cooperation of the Latin American states
in carrying out the hemisphere mapping program.

51. Continue our active participation in the Joint Military Com-
missions we have with Brazil and Mexico, and make effective use of
the IADB to achieve our military objectives.

52. Foster close military relations with the Latin American armed
forces in order to increase their understanding of, and orientation
toward, U.S. objectives and policies, and to promote democratic con-
cepts and foster pro-American sentiments among Latin American mili-
tary personnel.

53. Provide adequate quotas for qualified personnel for training in
U.S. armed forces schools and training centers. Seek, as appropriate,
new legislative authority to facilitate provision of such training to
personnel from all Latin American countries. Encourage Latin Ameri-
can states to fill their authorized quotas at the three Service Acade-
mies.

54. Continue, and establish where appropriate, military training
missions in Latin American states, countering any trend toward the
establishment of military missions, or agencies or individuals with a
similar function, other than those of the American Republics.

55. Conduct a special study of the potential contribution of Latin
American resources, production and skills to U.S. recovery following a
nuclear attack.

[Here follows a 21-page Financial Appendix.]
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Annex B

GENERAL CONSIDERATIONS

I. Importance of Latin America

1. Latin America plays a key role in the security of the United
States. In the face of the anticipated prolonged threat from Communist
expansionism, the United States must rely heavily in the coming years
on the moral and political support of Latin America for its policies
designed to counter this threat.

2. Over the next half century, Latin America is likely to play an
increasingly important role in world affairs. With a population ex-
pected to reach some 500 million by the end of this century and
possessing a wide range of undeveloped resources, it represents a
large potential of economic and political power. If this potential is
realized and applied on the side of the Free World, the capability of
the United States and its Western allies to deal successfully with Com-
munist expansionism for an indefinite period will be enhanced. The
availability of Latin American resources and political support could be
of considerable importance to the military defense of the Free World.
But if Latin America fails to progress, the area is likely to become a
drain on the energies and resources of the United States. :

3. In the coming decade, a significant drift by Latin America away
from its traditional alignment with the United States towards a posi-
tion of “neutralism” would profoundly alter the world political bal-
ance to the disadvantage of the United States. A defection by any
significant number of Latin American countries to the ranks of neutral-
ism, or the exercise of a controlling Communist influence over their
governments, would seriously impair the ability of the United States to
exercise effective leadership of the Free World, particularly in the UN,
and constitute a blow to U.S. prestige.

4. A shift of any significant number of Latin American countries to
neutralism would also have serious repercussions on the security situ-
ation elsewhere. It would adversely affect the capability of the United
States to carry out its policy towards Communist China and to retain
the support of SEATO and Baghdad Pact powers, which would feel
increasingly isolated by the then-dominant neutralist trend of the un-
derdeveloped world.

II. Communist Strategy in Latin America

5. Since the ascendancy of Khrushchev in 1953-54 and the over-
throw of the Communist-controlled regime in Guatemala in 1954,
Communist strategy has increasingly focused on the short-term objec-
tive of generating pressures on Latin American governments to
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weaken their ties with the United States in the hope of eventually
transforming Latin America into another neutralist area. The Commu-
nists, recognizing that Communist doctrine has had little persuasive
ideological appeal to most Latin Americans, accepted the fact that
Communist parties at present are not in a position to come to power in
any Latin American country. They have evidently learned from their
Guatemalan experience that, even if opportune, an isolated Commu-
nist seizure of control tends to undercut over-all Communist objectives
for the area by alarming and rallying the hemisphere against interna-
tional Communism. They have, accordingly, directed Communist par-
ties in Latin America to camouflage their revolutionary aims, to iden-
tify themselves with nationalist aspirations, and to cultivate all
elements susceptible of being guided or incited into actions inimical to
cooperation between Latin America and the United States.

6. The Communists have had considerable success in capitalizing
on the social unrest, economic problems and ultra-nationalism preva-
lent in most parts of Latin America. In the area as a whole, they have
been particularly successful in using organizational techniques to exert
a disproportionate influence over Latin American students and other
organized intellectual groups, as well as over organized labor. In some
countries they have also succeeded in making practical arrangements
with opportunist politicians and groups.

7. Supplementing the efforts of local Communist parties to gener-
ate pressures on Latin American governments from below to modify
their foreign policies, the Soviet bloc has, especially since 1953,
worked on a government-to-government basis to hold out economic
and other inducements for Latin American countries to move away
from the status of inter-dependence with the United States. The level
of Communist bloc trade has increased over the past five years, but
still accounts for less than 2% of Latin America’s total trade and does
not pose an immediate threat to the trading independence of any Latin
American state. More important than its impact on the economies of
the area, was the political impact of the Communist bloc offensive,
particularly in holding up to Latin American opinion the picture of a
huge market for unsalable agricultural and mineral products which
would open up if Latin America disengaged itself from its close politi-
cal alignment with the United States.

8. In the cultural field, the Communist bloc has followed up the
prestige gained by the launching of the sputniks and other Communist
scientific achievements by stepping up cultural exchanges with Latin
America, its programs with respect to youth and labor currently ex-
ceeding U.S. government programs in those fields. There has also
been a significant increase in Communist bloc radio and printed infor-
mational materials flowing into Latin America.
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III. Assets of U.S. Policy in Latin America

9. The assets available to the United States to strengthen the
alignment of Latin America with the West and to neutralize the Com-
munist effort are very considerable. The principal assets are summa-
rized below.

10. Strategic. Because of its geographic position, Latin America, of
all the great underdeveloped areas, is least menaced by Sino-Soviet
military might. Moreover, the principle of regional collective security
under U.S. leadership—which evolved as the basis of U.S. security
policy for the hemisphere from the Monroe Doctrine to the Treaty of
Rio de Janeiro—has gained more general acceptance in Latin America
than in any other underdeveloped area. Behind this shield, the area
has become singularly free of military strife among its component
states; and the inter-American system, now institutionalized in the
Organization of American States, has pioneered the development of
effective means to keep peace within the area.

11. Historical and Cultural. While the sharp differences between
the North American outlook and the Latin mind, and the diversities
among the Latin Americans themselves, should not be minimized, it is
nonetheless true that one of the major U.S. assets in dealing with Latin
America is that it is the only one of the major underdeveloped areas
which derives its civilization from the same Mediterranean and West-
ern European antecedents as this country. Its political and constitu-
tional ideals, though often not observed in practice, derive, like those
of the United States, from eighteenth century political thought. As in
the case of the United States, the influences exerted by nineteenth
century materialist thought and class warfare have been relatively
slight. The area generally tends to be evolutionary rather than revolu-
tionary in its approach towards social reform, although in recent years
Marxism has had a disturbing influence in intellectual circles. The
advent of modern communications and the expansion of trade have
greatly augmented Western influence on the area’s concept of society.
The influence of the United States has steadily increased in compari-
son to the influence of Western Europe.

12. The tradition of inter-American solidarity and a sense of com-
mon destiny are additional factors tending to strengthen the bonds
between Latin America and the United States. For more than a century
Latin America has been deeply committed to a concept of solidarity
and special relationships between the nations of the Western Hemi-
sphere. This concept, now embodied in the Organization of American
States, offers unique opportunities for the United States to exercise its
leadership in the hemisphere.
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13. Economic. The economic links between Latin America and the
United States are stronger than with any other major underdeveloped
area. Approximately 22% of U.S. exports go to Latin America, and 29
percent of U.S. imports come from Latin America. This trade with the
United States represents about 45 percent of total Latin American
exports and about 50 percent of total Latin American imports. Private
U.S. long-term direct and other investments in Latin America, now
amounting to something more than $10 billion, are larger than our
investments anywhere else except Canada. Our trade and investments
have, to an important degree, contributed to economic growth in Latin
America and helped Latin America to achieve a situation more
favorable to further economic growth than other major underdevel-
oped areas.

IV. Principal Problems

14. The principal problems affecting United States relations with
Latin America can be discussed under four headings: Latin America
attitudes, economic and social developments, political problems, and
military relations. In general, the problems which beset the area are
typical of those which have characterized other underdeveloped areas
in the post-World-War-II period, although their impact has been
somewhat softened by the historical relationship between Latin
America and the West and by the fact that Latin America, in distinc-
tion to the new nations of Asia and Africa, had largely completed its
emancipation from European colonial rule in the nineteenth century.

Latin American Attitudes.

15. Rising aspirations are present throughout the area for more
rapid progress towards higher living standards, for more rapid indus-
trialization, for governments more responsive to the popular will and
for greater civil liberties. In common with other underdeveloped re-
gions, Latin America in the past two decades has seen a phenomenal
rise in popular aspirations for modernization of the economic and
political structure as a result of the impact of improved communica-
tions and education, of the accelerated urbanization of population, of
social transformation giving a greater voice to the middle and laboring
classes, and of the modern emphasis on democracy and civil liberties.
These aspirations have also been fanned by Latin American political
leaders of all kinds, but especially by the leftists and Communists,
who have painted a completely unrealistic picture of the ease and
rapidity with which higher living standards could be achieved. When
rates of economic and political advancement have not kept pace with
aspirations, frustrations have resulted. In particular there has been an
increased tendency to look to the United States—under the stimulus of
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this country’s world wide post-war assistance programs as well as
because of our role as the Western Hemisphere’s leading country—as
the source of external assistance to bridge the gap between what Latin
Americans can achieve themselves and what they desire to achieve.
Similarly, the Latin Americans resent U.S. trade policies and actions,
which adversely affect their export earnings. Since the United States
cannot supply external assistance in sufficient volume to bridge the
gap between aspirations and realities, and in view of the difficulty of
reducing Latin American aspirations to more realistic levels, it can be
expected that over the coming years there will be a degree of contin-
ued friction over the magnitude of U.S. aid to the area, as well as over
U.S. trading policies affecting Latin American products.

16. Nationalism has steadily intensified in Latin America, where
the United States is an especially vulnerable target because of its pre-
eminent position in the economy of most countries as well as the
hemisphere’s most powerful political and military force. Although
Latin America generally credits the United States with maintaining its
policy of non-intervention in the political sphere, influential segments
of Latin opinion equate the attainment of an economy less dependent
on the U.S. market and on the operations of large U.S. companies with
the achievement of full sovereignty. This desire for economic inde-
pendence takes extreme and xenophobic forms, among ultra-national-
ists, who so strongly desire to exclude the United States that they are
willing to do so even at the cost of postponing indefinitely the devel-
opment of resources urgently needed for economic growth. In the case
of “moderate” nationalists, there is acceptance of the fact that, in order
to achieve an acceptable rate of development, it will be necessary to
admit U.S. investment and trade on equitable terms for the foreseeable
future. But even among these moderate nationalists, the ultimate goal
is the development of national economies in which nationals of the
country will control the enterprises and in which trade with a single
country will not dominate the economy. Thus a conflict arises between
the desire to avoid dependence on trade with and investment from the
United States and the need to rely on U.S. trade and investment for
resources to promote economic growth.

17. Neutrality, in the form of a desire to be disengaged from the
cold war, is a strong undercurrent in many Latin American countries
though it is glossed over by the willingness of Latin American govern-
ments to accept the lead of the United States in the United Nations
and in other circumstances when they are forced to take sides. Latin
America, behind the shield of United States power, is primarily con-
cerned with its own problems of economic and political development
and, while often sharing U.S. opposition to Communist ambitions for
world domination, feels remote from practical involvement in the con-
flict. In recent years, this natural tendency toward neutrality has been
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accentuated by the growth in other underdeveloped areas of “neutral-
ist” countries and blocs with which, as underdeveloped countries, the
Latin Americans share common interests.

18. Insufficient awareness of the Communist danger.

a. As a corollary of the above, most Latin American governments
and peoples lack sufficient awareness of the intentions and tactics of
local Communist parties and the Soviet Bloc governments. They tend
to believe that the United States over-emphasizes Communism as a
threat to the Western Hemisphere, and consequently, they tend to take
insufficient precautions against internal Communist subversion and in
dealings with the Soviet bloc. The current phase of Communist tactics,
emphasizing “legitimate” political activities, identifying Communism
with national aspirations, and playing down Communist revolutionary
aims, lends itself particularly to a relaxation of Latin American alert-
ness on internal security. This problem is compounded by the tend-
ency of some Latin American political leaders to ally themselves with
Communists for immediate practical advantages and to propound
demagogic programs which parallel and reinforce Communist
promises.

b. The United States has pursued a policy of directly and indi-
rectly encouraging Latin American countries individually and collec-
tively to take more forceful actions against Sino-Soviet bloc influence
and Communist subversion. It has attempted to influence Latin Ameri-
can countries to minimize political, cultural and certain economic con-
tacts between Latin American countries and the bloc. We have main-
tained this policy toward Latin American relations with the Soviet bloc
despite the fact that we encourage exchanges and cultural contacts
between the Soviet bloc and such countries as the United States and
the UK.? Particularly because of this inconsistency, the United States
may at times encounter difficulties in implementing this policy in Latin
America. * In practice, however, the United States has had considera-
ble success in encouraging Latin American countries to enforce much
greater restrictions on bloc activities than the United States has en-
forced. The existence of a differential in this respect has not had
significant political repercussions in Latin America. Hence it seems
likely that discreet U.S. efforts can continue to have considerable suc-

* Treasury would insert the following sentence at this point: ““U.S. efforts to discour-
age the acceptance of Soviet trade offers are subject to the accusation that the United
States is merely seeking to promote its commercial interests to the disadvantage of Latin
America.” [Footnote in the source text.]

* Treasury would add the following to this sentence and delete the remainder of the
paragraph: “without adversely affecting the objective of promoting attitudes of partner-
ship and juridical equality, particularly if it is necessary to exert any great degree of
pressure in order to obtain anti-Communist actions”. [Footnote in the source text.]
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cess in limiting bloc cultural and exchange activities without engender-
ing counterproductive local reactions, although our ability to do so
may diminish with time.

Social and Economic Development.

19. Economic development. Latin America is, and increasingly con-
ceives of itself as, an underdeveloped area. Although the area made
greater progress in the post-war period than other underdeveloped
areas, the pace of economic growth has tended to slacken in recent
years and its benefits have been very unevenly distributed geographi-
cally and among social classes. In some urban areas living standards
are showing a tendency to stagnate at a time when aspirations for
higher living standards have been growing for Latin America as a
whole. The rate of growth—measured in terms of increase in the per
capita gross national product—declined moderately from an average
of approximately 2.4 percent in 1945-50 to approximately 2.1 percent
in 1950-57. The higher rates of growth in Cuba, Mexico, and Vene-
zuela had an important effect in raising the over-all averages in both
periods.

20. Population growth. A factor which complicates the problem of
attaining higher living standards in Latin America is the enormous rate
of growth of its population. The area is expected to have a population
neighboring on 500 million by the end of the century, and some 37
million people are expected to be added to the Latin American labor
force by the year 1975. Latin America must maintain an increase in
output of about 2 percent per year merely to keep up with this ex-
panding population.

21. Problems in attaining more rapid economic growth.

a. Instability of foreign exchange earnings. Latin America depends
on the export of coffee, petroleum, nonferrous metals, sugar, cotton,
wool, grains and meat for 70 percent of its export earnings. Wide
fluctuations in the prices of several of these commodities since World
War II have subjected some Latin American countries to alternating
and largely unpredictable periods of foreign exchange abundance and
stringency, adding to the difficulties of planning for orderly economic
development. The United States is either a major buyer or a major
seller of each of these commodities. U.S. quotas, tariffs, health regula-
tions, or “voluntary” restrictions limit the U.S. market with respect to
all of those listed but coffee, and U.S. surplus disposal programs affect
the foreign market for cotton and grains.

b. Lack of management and technical skills. Latin America generally
has not made all the effort possible to make orderly and maximum use
of the available resources. Under pressures in unstable political situa-
tions, Latin American leaders have been hesitant to adopt austerity
measures to protect their currencies and, despite the fact that Latin
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Americans tend to look to their governments rather than to their
business communities to take the lead in economic development, few
Latin American governments have made vigorous efforts to define
specific economic goals, mobilize available resources and set realistic
priorities. The lack of adequate management at the top of the eco-
nomic structure is matched by a lack of technical skills, which is
closely related to the lack of adequate education among the urban and
agrarian working population.

c. Domestic economic policies. The majority of Latin American gov-
ernments have maintained relatively sound currencies, but the inabil-
ity or failure of a number of the countries, including some of the most
important, to do so, contributes to inflationary pressures and causes
much of the available capital to be invested in speculative ventures. In
some cases overvaluation of exchange rates causes excessive imports.
Some countries have followed production and price support policies
for commodities such as coffee which have stimulated production to
levels considerably above world demand. In many countries the lim-
ited domestic public funds available have been devoted to non-pro-
ductive purposes and to industrial and commercial operations which
might better be left to private enterprise, rather than to much needed
social development in such basic fields as transportation, communica-
tion and education.

d. Climate for private investment. Although Latin America as a
whole has attracted more U.S. private investment than any area except
Canada, in some countries laws and regulations affecting domestic or
foreign private business are discriminatory and unreasonable. Govern-
ment-regulated enterprises are often handicapped by rate-making pol-
icies which preclude profitable operation. In some countries, entrepre-
neurs cannot be confident that the government will respect contract
and property rights. Political instability, with the likelihood of fre-
quent changes in governments and in economic policies, makes do-
mestic and foreign private capital hesitant about investing in long-
term projects. Several countries have not allowed private foreign capi-
tal to develop their petroleum resources, even though government
monopolies have proved unable to develop them, and thus are com-
pelled to spend for petroleum imports large sums which might other-
wise be available to finance development.

e. Political and economic compartmentalization of the 20 Latin
American republics also represents an obstacle to economic growth.
Although there have been some consideration and planning—in Cen-
tral America, among Argentina, Chile, Uruguay and Brazil, and among
the northern countries in Latin America—of the lowering of national-
istic barriers to trade, to date Latin American countries have not
worked cooperatively to expand trade among themselves and, more
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often than not, economic rivalries and political jealousies have im-
peded the development of a common approach to economic problems
of mutual interest.

22. Labor. Organized labor in Latin America is increasing its sig-
nificance as a political and economic force. Reflecting the dissatisfac-
tion of the wage-earning elements of the population with living stand-
ards, labor unions tend to lend support to the radical and nationalistic
currents of Latin American political life. The Communists are particu-
larly active, openly or clandestinely, in the Latin American labor
movement and, generally, have been more successful than anti-Com-
munist elements.

23. Other changes in the Latin American social structure. With rapid
urbanization, propertied groups with commercial, professional and
industrial interests are displacing the conservative agrarian ruling
groups while the urban white-collar population, as well as labor, is
becoming increasingly influential. In most Latin American countries,
the military retains a key role in the political structure but, in many
countries, as the officer corps is increasingly recruited from the urban
middle classes, it is losing its identity with the former agrarian ruling
groups. In the urban context also, students and intellectuals are play-
ing an increasingly powerful and usually nationalistic and radical role
in forming the outlook of Latin American countries toward the prob-
lems which confront them.

Political Problems.

24. Demands for greater democracy and civil liberties have accom-
panied the increasing influence of urban middle and working classes.
The desire for increased civil liberties remains an important, though
ill-defined, goal in most Latin American governments. However, in
practice, there continue to be wide variations in progress toward
““democratic” governments from country to country and in different
economic and social periods. In general, the immediate post-war pe-
riod saw a replacement of many strong-man or military regimes by
liberal civilian governments, but many of these failed to deal effec-
tively with the problems they faced and were in turn replaced by more
authoritarian regimes. In the current phase, there has been a return
again to civilian governments more responsive to popular demands
and today only a few governments can be classified as authoritarian.
Although the long-range trend appears to be in the direction of gov-
ernments which are more popularly supported, and especially by ur-
ban populations, it is not clear whether these popularly-based govern-
ments will tend more in the direction of Western representative
government or in the direction of governments—such as the Peron
regime in Argentina—based on authoritarian organization of the
emerging urban groups. The outcome will depend in part on the
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degree of success which Latin American countries have in developing
a native capitalistic strata having an ownership stake in the principal
economic activities. In the years immediately ahead, however, there
are likely to be recurring cycles of civilian popularly-based and author-
itarian governments.

25. Relationship of the United States to “dictatorial” and “demo-
cratic” governments. Closely allied to rising popular desires for more
democratic governments and the difficulties which Latin America has
generally continued to find in establishing viable, representative re-
gimes is the phenomenon that much of Latin American opinion holds
the United States responsible in an important degree for the area’s
dictatorial regimes on the grounds that U.S. military and economic
cooperation, diplomatic recognition and/or other evidences of support
contribute significantly to such regimes’ ability to stay in power. The
inference is drawn that the United States is, at best, disinterested in the
development of democracy in the area and, less charitably, that the
United States on balance favors authoritarian regimes as providing
greater stability, greater resistance to Communist penetration and a
better climate for U.S. economic interests. However, a departure from
the historic U.S. policy of maintaining relations with all governments
of the area regardless of political complexion would imply a departure
from our obligation not to intervene in internal affairs, a policy to
which Latin Americans attach equal or greater importance than to
their desire for U.S. assistance in the elimination of unpopular dictato-
rial regimes. In the past the United States has intervened in the inter-
nal affairs of other American states in support of democratic and
against dictatorial elements, but these efforts have been ineffectual
and even counter-productive. They have often brought the condemna-
tion of the partisans of both elements upon the United States. It is,
however, possible for the United States within the limits of non-
intervention to pursue a policy of encouraging those governments
which have a genuinely popular base and are effectively striving to-
wards the establishment of representative and democratic govern-
ments, while maintaining correct diplomatic and other relations with
other recognized governments as may be necessary to safeguard the
national interest.

26. Non-intervention and the inter-American system.

a. The policy of non-intervention and juridical equality of the
American states which, since 1933, has been the cornerstone of U.S.
relationship toward Latin America is likely to require further develop-
ment, definition and strengthening in the future.

b. The expansion of U.S. military, economic, cultural programs in
Latin America has brought this country into more intimate contact
with problems which profoundly affect the political forces and the
social structure within the Latin American countries. One result has
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been to blame the United States for the damages inevitably suffered by
social groups and political interests adversely affected. The increased
use of the International Monetary Fund and the International Bank for
Reconstruction and Development, and the proposed establishment of
an Inter-American Development Banking Institution represent, in part,
pioneering efforts to take a more multilateral approach to economic
problems involving outside pressures on national economic policies,
while preserving control over essential U.S. interests. U.S. participa-
tion in working out commodity problems and the establishment of a
Special Committee of the OAS to deal with economic proposals are
further indications of our willingness to deal with economic problems
in multilateral forums.

c. A further problem which could have significant effects on the
policy of non-intervention is the re-emergence in a few countries of
guerilla activities and banditry. The inter-American system is predi-
cated on the existence in Latin America of governments in effective
control of the national territory which, among other things, can be
held responsible for giving effective protection for American and other
foreign lives and property. Since the adoption of the non-intervention
policy in 1933, violent changes of government have characteristically
consisted of quick coups in the capital cities, and the inter-American
system has been largely and successfully concerned with maintaining
the peace between established governments. Experience has yet
brought insufficient guidelines to determine how effectively to deal in
the context of the non-intervention policy and the OAS with threats to
foreign lives and property in guerilla-held territory where the recog-
nized government lacks the means to discharge its responsibilities
under international law.

27. Other OAS problems.

a. The Organization of American States has a number of problems
apart from those listed above connected with the maintenance of the
policy of non-intervention. Among them are the increasing tendency
of Latin Americans to look towards Pan Latin Americanism instead of
towards Pan Americanism; their unwillingness to assume their share
of the burden for carrying out policies and programs through the OAS;
and their tendency to obstruct efficient action by procedural and politi-
cal wrangles.

b. The relationship of Canada in the inter-American system re-
mains undefined, as does the relationship of Puerto Rico and the West
Indies Federation. A more important role for these countries and terri-
tories in inter-American affairs is in the interest of the United States for
a variety of reasons. They are the only self-governing countries in the
Western Hemisphere which have no role in the present inter-Ameri-
can structure. Puerto Rico has, outside the framework of the inter-
American system, come to play an increasingly useful role in our
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relationship with Latin America. Canada and the West Indies Federa-
tion share with the United States the English language and political
tradition, while Canada, as a more developed country, has economic
interests and outlooks more similar to ours than other countries of the
hemisphere. Their inclusion in a greater measure in the inter-Ameri-
can system would tend to strengthen the position of the United States
and to weaken the tendency of a concept of the United States versus
Latin America. The progress in drawing Canada and the West Indies
Federation more closely into the inter-American system is likely to be
slow, however, as at present there is little active interest by either side
in a closer relationship. Canada does participate on an observer basis
in some activities in the OAS.

Military Relations.

28. The role of the Latin American armed forces in the framework
of the U.S. strategic concepts for global and limited war is limited. It is
not contemplated that Latin America would be required to provide
units for military operations outside the hemisphere for military rea-
sons, although a token contribution may again be politically desirable
to give an international character to certain military operations and to
give Latin American countries a sense of participation in a war effort.
Within the hemisphere, military planning contemplates the need for
each of the Latin American states to assist in the defense of the hemi-
sphere (a) by defense of its coastal waters, ports and approaches
thereto, bases, strategic areas and installations located within its own
territory, and routes of communication associated therewith; and (b)
by participation in certain coordinated collective defensive actions of
the American states. Additionally, the maintenance of internal security
is recognized as a contribution by Latin American armed forces to
hemispheric defense, inasmuch as a breakdown of internal security in
the Latin American countries during a period of general war might
endanger U.S. interests, such as access to important strategic bases and
materials, and might require the diversion of U.S. forces from other
missions.

29. Our military relationships with Latin America are founded on
the Rio Treaty and an extensive pattern of relationships which pre-
ceded or stemmed from this treaty. These relationships include partici-
pation in the Inter-American Defense Board and in Joint Military Mis-
sions; U.S. military missions, military assistance agreements, and base
rights agreements, certain combined training missions; and the attend-
ance of a large number of Latin American officers at U.S. military
schools. Our relations with the Latin American countries are compli-
cated by the desire of many of them to obtain military equipment
beyond militarily justifiable requirements (a) to enhance their prestige,
(b) as a result of inter-American rivalries, or (c) to strengthen the
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position of military groups in internal affairs. The allocation in some
countries of scarce resources to unjustifiable military expenditures ob-
structs or retards economic development, both by restricting public
investment in necessary projects and by tending to promote financial
instability. Many Latin American countries turn to Western Europe for
military equipment when they encounter difficulty in obtaining it from
the United States, or when it is offered on a more favorable commer-
cial basis by European suppliers. Such purchases can weaken the U.S.
effort to standardize Latin American equipment on U.S. lines. Inas-
much as this standardization not only serves military purposes but is
also a means of maintaining U.S. influence over Latin American mili-
tary forces and through such forces on the political orientation of Latin
American governments, the United States in some cases, cannot refuse
to supply military equipment beyond the militarily justifiable require-
ments without adversely affecting political objectives.

Conclusion.

30. A central problem of U.S. policy formulation in Latin America
is (a) how to utilize and strengthen the assets which tend to link Latin
America with the United States and the West, while at the same time
(b) dealing effectively with the area’s principal problems as an under-
developed area in such a way that the United States is identified as a
constructive force in the area’s effort to achieve higher political and
economic standards. It must also be a fundamental objective of the
United States to retain the ascendancy as the leader of the Western
Hemisphere and to undercut the efforts of international Communism
to disengage Latin America from it traditional alignment with this
country.

31. The problems described above reveal the difficulty the U.S.
faces in maintaining its good relations with Latin America and achiev-
ing our objectives there. The principles guiding our present policies,
most of which were developed before World War II, remain valid.
However, as in the case of our trading policies, we have not always
been able to adhere consistently to these principles and have perhaps
not made efforts in all fields commensurate with the magnitude of the
problems. It is clear that a consistent and continuing major effort will
be required if the United States is to develop further its historic strong
ties with Latin America and play a constructive role in assisting Latin
America in solving its problems.
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12. Regional Operations Plan for Latin America Prepared for
the Operations Coordinating Board'

Washington, July 1, 1959.

[Here follow a statement of purpose, table of contents, introduc-
tion, and section A, entitled “Objectives and General Policy Direc-
tives.”]

B. Operational Guidance?

Areas Requiring Special Emphasis and Urgency

4. General—The objectives and guidance supplied in this Opera-
tions Plan are intended to give direction to the implementation of the
long-term U.S. policies towards Latin America as well as those short-
and intermediate-term policies and programs required by the current
necessities of the international situation and the current problems of
the area. However, it is recognized that, in the next several years, the
United States must address itself with a sense of urgency to the key
problems which have developed in the course of the accelerated rate
of political, social, economic, and attitudinal changes which have been
accompanied by rising nationalism, the crystallizing of certain anti-
American outlooks, and persistent efforts by the international Com-
munists to precipitate a basic division between the United States and
Latin America.

Accordingly, in the implementation of the policies and operations
outlined in this Plan, priority attention and special emphasis shall be
given in the next several years to the following:

' Source: Department of State, S/S-OCB Files: Lot 62 D 430, Latin America—1959.
Secret. Prepared by the OCB’s Working Group on Latin America, reviewed by the Board
Assistants on June 12, and submitted to the OCB under date of June 19. At its meeting
on June 24, the OCB revised and concurred in the plan for implementation by the
responsible departments and agencies, except for paragraphs 31 a. and b., the proce-
dural implications of which were deferred for subsequent discussion. The new plan
superseded the Operations Plan for Latin America dated May 28, 1958, and was circu-
lated under date of July 1, 1959. Additional revisions were incorporated into the plan on
July 28, without changing its date. (Note by OCB Bromley Smith, undated; ibid.) The
fully revised version of the plan is printed here.

Annexes A-D, entitled respectively as follows: “Agency Current Programs,” “Fi-
nancial Annex and Pipeline Analysis,” ““Sino-Soviet Bloc Activities in Latin America
(CIA),” and "“U.S. Policy With Respect to International Commodity Agreements,” are
not printed.

?In a June 22 memorandum to Deputy Under Secretary Murphy, summarizing the
new regional operations plan, Rubottom stated that most of the text of the plan was a
“direct transcript”” of NSC 5902/1, and that the principal new section was Section B
“which selects areas of operations requiring special emphasis over the next few years.”
(Ibid., Rubottom Files: Lot 61 D 279, Policy 1959)
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5. Political

a. Strengthening inter-American solidarity and particularly the
Organization of American States (OAS), improving its capabilities to
maintain the peace of the hemisphere. The preparations and follow-up
for the Eleventh Inter-American Conference scheduled to be held in
Quito early in 1960° should provide a focal point for improving and
enhancing the prestige of the OAS and related inter-American bodies.

b. Strengthening friendly relations with Latin American govern-
ments on a bilateral basis, with special emphasis on those which have
a genuinely popular base and are effectively striving for the firm
establishment of representative democracy.

c. Utilizing the potential of moderate elements of anti-Communist
leftists and/or nationalist political and labor movements and other
groups, as well as encouraging an increasing willingness by those
elements resisting change to adjust to the political, economic, and
social changes of the times, as a means of limiting and countering
communism.

d. Encouraging the development of non-Communist free labor
organizations.

e. Maintaining the political and moral support of the Latin Ameri-
can governments and peoples for U.S. world policies.

f. Limiting, to the maximum degree possible, Communist and
Sino-Soviet bloc influence in the area, and promoting a greater aware-
ness of the nature and threat of international communism in Latin
America.

6. Information and Cultural

a. Increasing mutual understanding and the sense of interdepend-
ence between Latin America and the United States, with special and
urgent attention to such key opinion-forming groups as students, intel-
lectuals, and labor; placing special emphasis, as a matter of urgency,
on increased information and cultural activities designed to present the
United States as a constructive force cooperating with Latin America
on a basis of partnership; promoting greater understanding and
acceptance by Latin American countries and peoples of primary re-
sponsibility for progress, and obtaining a better mutual understanding
by the peoples of Latin America and the United States of each other’s
special characteristics and problems.

b. Recognizing that one of the key problems of U.S.-Latin Ameri-
can relations is psychological and that Latin American attitudes to-
ward the United States have deteriorated, the actions we take may be

* The conference was postponed several times to March 1961, and finally postponed
indefinitely.
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no more important to the achievement of our objectives than the way
in which we take them. This must be emphasized in all our operations
in Latin America.

7. Economic

a. Encouraging Latin American governments to adopt those sound
fiscal and economic policies essential to their economic development,
supporting the International Monetary Fund (IMF) and other interna-
tional agencies whenever appropriate in bringing about needed fiscal
and economic reforms and improvements.

b. Fostering the steady growth of inter-American trade by sup-
porting measures consistent with the expansion of trade on a multilat-
eral worldwide basis; avoiding to the maximum extent possible restric-
tive practices which affect key Latin American exports to the United
States; being prepared to discuss and explore possible approaches to
commodity problems in accordance with U.S. policy on international
commodity agreements; encouraging the establishment of customs un-
ions or free-trade areas conforming to GATT* criteria; be prepared to
endorse proposals for regional preference arrangements which do not
conform to GATT criteria if consistent with the United States over-all
foreign economic policy.

c. Encouraging Latin American governments to base their econo-
mies on a system of free private enterprise adapted to local conditions
and create a more favorable climate for Free World private investment
in the area, including small- and medium- as well as large-scale invest-
ment enterprises.

d. Recognizing that Latin American economic development will
require an additional flow of private and public capital, encourage
Latin American nations to make maximum contribution to their own
economic development; encourage Latin American nations to look to
private capital and international lending institutions as major sources
of external capital for development; be prepared to extend public loans
which are consistent with relevant U.S. loan policy considerations
seeking by the use of appropriate U.S. Government lending institu-
tions to make a substantial flow of capital available for economic
development; facilitate, as appropriate, favorable consideration of ap-
plications to international institutions for credits consistent with U.S.
loan policies; be prepared to extend limited amounts of special eco-
nomic assistance on a grant or loan basis in exceptional circumstances;
encourage other free world countries to provide capital and technical
assistance to Latin America.

* Reference is to the General Agreement on Tariffs and Trade, concluded at Geneva,
October 30, 1947, and entered into force for the United States, January 1, 1948; for text,
see 61 Stat. (pts. 5 and 6).
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e. Extending technical assistance in fields related to the political
and economic objectives.

8. Military

a. Seek continued acceptance by Latin American countries of U.S.
concepts for the defense of the hemisphere and of the role of Latin
American military forces, making particular effort to orient Latin
American military forces toward the United States and to discourage
Latin American acquisition of military equipment not essential to the
U.S. concept of the missions of Latin American military forces.

Political

All activities of the U.S. Government during the anticipated pe-
riod of continued political change and instability in Latin America
shall be carried out in line with the guidance contained herein.

9. Non-Intervention Policy—The United States shall continue to
adhere to the policy of not intervening unilaterally in the internal
affairs of the other American Republics. In contingencies where the
non-intervention policy may appear to be inadequate to safeguard
vital U.S. interests and obligations, additional guidance shall be
sought.

10. Recognition—The United States shall recognize all Latin
American governments qualifying for recognition under the accepted
criteria of international law, unless a substantial question should arise
with respect to Communist control. United States recognition policy in
the case of a government concerning which there is a substantial
question of Communist control [11/2 lines of source text not declassified).

11. Maintenance of Peace Within the Hemisphere

a. The United States shall take all practicable measures, within the
limitations of the non-intervention policy, to prevent armed conflicts
between states in the Western Hemisphere. It shall (1) encourage and
support actions by the Organization of American States (OAS) to solve
peacefully disputes involving, or likely to involve, armed conflict be-
tween American states; (2) insist that, in accordance with the UN
Charter, the OAS has priority of responsibility over the UN Security
Council with respect to threats to the peace arising among the Ameri-
can Republics; and (3) assist American states resisting pressures from
their neighbors, when such pressures are inimical to U.S. interests and
to the peace of the hemisphere.

b. Fulfill U.S. obligations in conjunction with Brazil, Argentina,
and Chile as co-guarantor of the Peruvian-Ecuadoran boundary, work
toward a peaceful settlement of the Nicaraguan-Honduran boundary
dispute; and seek to prevent other boundary and territorial disputes
from developing into threats to the peace and/or a justification for the
maintenance of armaments by the disputants.
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12. Hemispheric Solidarity—The United States shall seek to
strengthen hemisphere solidarity by:

a. Strongly supporting and strengthening the OAS, utilizing it
whenever feasible as a principal means of achieving our objectives and
as a major forum for multilateral discussions of political and economic
questions affecting the hemisphere.

b. As may be appropriate, seeking to bring the Inter-American
Defense Board into closer relationship with the Council of the OAS
and to utilize the Advisory Defense Committee of the OAS.

c. Obtaining greater understanding and acceptance by Latin
American countries of the inter-relationship of the security of the
Western Hemisphere and the security of other areas of the Free World.

d. Maintaining close liaison with the other American Republics
with a view to maintaining their support for the U.S. position on key
issues arising in the United Nations affecting the security of the Free
World, but: (1) refraining from placing heavy pressure on Latin Ameri-
can governments on less important issues, and (2) recognizing the
differences between the position of the United States and of most
Latin American states on issues concerning economic assistance to
underdeveloped areas, intervention, and colonialism, among others.

e. Consulting with Latin American states, whenever possible,
before taking actions which will affect them or for which we wish their
support.

f. Promoting with appropriate Latin American leaders close per-
sonal relationships and encouraging reciprocal visits by appropriate
high government officials and distinguished personages.

g. When feasible, bringing Canada, Puerto Rico, (and, as it gains
greater autonomy in foreign affairs, the West Indian Federation) into
closer relationship with the inter-American system.

h. In carrying out the above, account should be taken of the fact
that preparation for, the holding, and follow-up of the Eleventh Inter-
American Conference at Quito in February 1960 will provide a focal
point for strengthening hemisphere solidarity.

13. Colonialism—The United States shall:

a. Encourage acceptance and implementation by the interested
European states of the principle that dependent and colonial peoples
in this hemisphere should progress by orderly processes toward an
appropriate form of self-government.

b. When disputes between American and non-American states
over dependent territories cannot be settled by direct negotiations,
encourage peaceful settlements by other methods available to the par-
ties.

14. Canal Zone and Three-Mile Limit—The United States shall:

a. Maintain in force all the rights, power and authority granted the
United States by the Convention of 1903 (as amended) with Panama,
as the basic treaty covering the status of the Canal Zone;® seeking

* For text of the Isthmian Canal Convention, signed at Washington, November 18,
1903, and entered into force, February 26, 1904, see 33 Stat. 2234.
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positive means of diverting Panamanian attention from the Canal
problem to economic development.

b. Unless other criteria are accepted, refrain from giving juridical
or de facto recognition to claims by Latin American governments to
sovereignty beyond the three-mile limit and endeavor to obtain sup-
port for or acquiescence in the U.S. position.

15. Communism—In order to limit to the greatest extent possible in
the next few years Communist influence in Latin America, the United
States and its representatives shall give sustained attention and a high
priority to activities designed to restrict and reduce Communist capa-
bilities and efforts to exploit economic, political, and social maladjust-
ments or subvert the military and internal security forces. The United
States shall take the following actions:

a. Awareness of Threat—Seek to create greater awareness of the
specific threats posed to Latin America as well as to world security by
ommunism by (1) exposing, [1 line of source text not declassified] the
activities of local Communist parties and of the Soviet bloc as they
relate to Latin America; and (2) carrying out, as appropriate, a prudent
exchange of information with Latin American governments on Com-
munist and Sino-Soviet bloc activities.

b. Obligation of Other States—Obtain maximum recognition by
those states which have ratified Resolution 32 of the Ninth Inter-
American Conference at Bogota and/or Resolution 93 of the Tenth
Inter-American Conference at Caracas of their continuing obligations
under these articles with respect to Communism.

c. Individual and Collective Action—To the extent feasible and
under methods and procedures which are prescribed bf’ the Depart-
ment of State to guide personnel operating in the field, encourage
individual and collective action by the other American Republics
against Sino-Soviet bloc influence and Communist or other anti-U.S.
subversion, including:

(1) Adoption and enforcement of adequate laws to control
Communist activities.

(2) Restriction on the entry, production, and dissemination of
Communist and bloc information and propaganda material.

(3) Restriction on the admission to Latin American countries
of identified Communists and of individuals or groups from the
bloc when the intent is to raise the prestige of Communism and
the Communist countries.

(4) Limitation of trips by Latin American nationals to bloc
countries and to Communist international front meetings.

(5) Prevention of the opening of new diplomatic and consular
establishments by bloc countries and limitation on the size of the
staffs and the activities of existing establishments.

(6) Prevention of direct or indirect trade in strategic materials
with the Sino-Soviet bloc.

(7) Prevention of trade with the bloc (a) on prejudicial terms,
or (b) at levels or in fields which would create damaging depend-
ence on the bloc or result in a significant bloc influence over the
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international actions of the country. Within these limitations, nor-
mally refrain from discouraging Latin American countries from
trading non-strategic surplus commodities to the European Soviet
bloc for consumer goods or other products they can use. [I sen-
tence (412 lines of source text) not declassified)

(8) Rejection of bloc aid in sensitive areas and exclusion of
bloc specialists and technicians.

16. Internal Security—The United States shall:

a. Implementation of the Program—Proceed, as feasible, in selected
countries with the implementation of the program for strengthening
the capabilities of the local public safety forces and activities necessary
to maintain internal security and to render ineffective the Communist
apparatus, but take into account the dangers of U.S. association with
local public safety forces which adopt extra-legal and repressive meas-
ures repugnant to a free society.

b. Expanded Assistance—Where appropriate, strengthen the civil
or military security apparatus of Latin American governments respon-
sible for maintaining surveillance over and for combatting Commu-
nism. On an expanded basis offer technical training, advice, and, to
the extent deemed essential, equipment to strengthen the administra-
tion, organization and techniques of internal security forces where
such assistance is requested and is deemed important to United States
objectives.

c. Special Training—Where advisable, train selected Latin Ameri-
can military officers in counter-intelligence operations, with emphasis
on detection of Communist activities, and assist in establishing effec-
tive military counter-intelligence organizations throughout Latin
America.

d. Country Programs—The Overseas Internal Security Annexes to
the Operations Plan for Latin America, dated May 28, 1958, have been
superseded. The programs represented by these Annexes (Bolivia, Bra-
zil, Chile, Guatemala) remain valid, however, and will be continued
by the responsible agencies under new procedural arrangements.
Under these procedures each department and agency participating in
the OISP has designated a central point of contact to serve on an
informal inter-agency group to expedite and facilitate the coordination
of the planning and implementation of these programs. In cases in-
volving the initiation of an internal security program in any country or
a major change in an on-going program, the new procedures provide
that, in the absence of specific OCB guidance, the Coordinator of the
Mutual Security Program make a specific determination that such
action is in the national security interest.

17. Relations with “Democratic” and “Dictatorial” Regimes—The
United States shall maintain correct diplomatic and other relations
with all recognized governments. Where possible, it shall give special
encouragement to governments which have a genuinely popular base
and are effectively striving towards the establishment of representative
and democratic governments. It shall seek to counter any impression
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that the United States favors dictatorships, either of the right or the
left. (See also para. 34.d with respect to the provision of military
equipment.)

18. Contacts with Political Groups and Leaders

[paragraphs 18-a (4 lines of source text) and 18-a-1 (312 lines of
source text) not declassified)

b. Opposition Elements—United States representatives shall main-
tain contact with elements of the opposition to recognized govern-
ments to the extent and at a level which (1) will not seriously impede
the achievement of U.S. objectives through the recognized govern-
ment; (2) will not associate the United States with efforts to overthrow
recognized governments by unconstitutional means; or (3) will not
create an impression that the United States supports or condones the
establishment of authoritarian regimes, either rightist or leftist; [212
lines of source text not declassified).

c. National Leaders—The United States and its representatives
should increase efforts to influence present and potential political,
military and labor leaders, journalists, radio commentators, educators,
and others exercising substantial influence over the opinion-forming
process.

(1) This guidance implies increased recognition on the part of U.S.
representatives of the potential significance of popular good will and
popular understanding as an influence on inter-governmental cooper-
ation. In those instances where forthright explanation of U.S. policy
can dispel popular distortions of an issue and restore confidence in the
intentions of the United States, such action should be taken promptly
unless it is aplparent that such action might involve a net disadvantage
to the over-all interest of the United States.

d. See also “Intellectuals and Students” (Para. 23, page 18).

[paragraph 18-e (2 paragraphs—20 lines of source text) not declassi-
fied]

19. Labor—The United States Government and its representatives
shall discreetly encourage non-Communist labor organizations; en-
courage U.S. labor organizations to carry out sound programs de-
signed to strengthen free labor in Latin America; encourage and sup-
port the training of anti-Communist labor leaders in the United States
and other countries of the hemisphere; encourage, as may be appropri-
ate in individual countries, the activities of the Organizacion Regional
Inter-Americana de Trabajadores (ORIT) and other Free World labor
organizations; in the employment of local labor by the U.S. Govern-
ment pursue exemplary labor practices and encourage such practices
on the part of private U.S. employers; encourage Latin American coun-
tries to increase incentives tending to influence labor toward a demo-
cratic system based on free enterprise; and, as may be appropriate,
encourage and conduct labor information activities designed to
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counteract Communist infiltration in labor organizations and to assist
them in learning the purposes and methods of free trade union organi-
zation.

[paragraphs 19-a (1Y2 lines of source text) and 19-a-1 (32 lines of
source text) not declassified)

(2) encourage and support Latin American governments to
counteract Communist influence in labor organizations and, when
consistent with the principle of non-intervention, to promote free trade
unionism.

b. The problem of strengthening free labor in Latin America in the
light of the advances made by the Communists in the labor field in
recent years is considered of the utmost urgency. It is intended that
agencies concerned with Latin America’s labor problem should as
quickly as possible develop and intensify coordinated programs to
strengthen free labor in the area.

20. U.S. Business Executives—The United States shall encourage
U.S. business leaders constructively to assist in the attainment of U.S.
objectives in Latin America by such actions as participating in the
exchange of persons; setting up bodies for the coordination of U.S.
business community activities in Latin America; participating in local
civic, charitable, and cultural organizations engaged in social improve-
ment activities; and taking appropriate steps so that irresponsible U.S.
businessmen who may have contacts with high government officials
do not conduct themselves in a manner which reflects unfavorably on
the United States business community.

21. Attitudes Toward U.S. Personnel Overseas—The United States
shall:

a. continue to take positive actions to improve foreign attitudes
towards U.S. personnel overseas and to remove sources of friction.
The special report prepared by the OCB, “United States Employees
Overseas: An Inter-Agency Report,” dated April 1958 is an effort to
provide a common approach and guidance in this field.

b. hold to a minimum consistent with the program requirements
the number of U.S. citizens employed by the U.S. Government in
Latin America; insure that newly assigned U.S. personnel receive ori-
entation and that their dependents receive appropriate indoctrination
in the field; and periodically remind them that they represent the
United States abroad and are expected to maintain a high standard of
personal conduct and of respect for local laws and customs.

Informational and Cultural

22. Cultural Programs—The United States shall continue to main-
tain informational and cultural programs in each of the Latin American
republics, utilizing all appropriate media and techniques to influence
popular opinion on behalf of U.S. policy objectives.
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23. Intellectuals and Students—The United States shall devote in-
creased attention to the development of attitudes favorable to U.S.
policy objectives among the Latin American teaching profession, stu-
dents and intellectuals by such means as

a. exchange programs specifically designed to influence attitudes
in educational systems;

b. cultural, sports and information programs specifically planned
to enhance U.S. prestige among such groups;

c. encouraging private U.S. organizations capable of increasing
their efforts in these and related fields; and

d. encouraging other Free World governments, groups and indi-
viduals to supplement U.S. efforts in these respects.

24. Special Activities—In addition to lines of action indicated else-
where in this paper, the United States shall place special emphasis, as
a matter of urgency, on increased U.S. informational and cultural
activities designed to:

a. present the United States as a constructive force cooperating
with Latin America on a basis of partnership toward the achievement
of a greater measure of political and economic progress;

b. promote greater understanding and acceptance by Latin Ameri-
can countries and peoples of primary responsibility for progress;

c. obtain a better mutual understanding by the peoples of Latin
America and of the United States of each other’s special characteristics
and problems. It should be noted, however, that departments and
agencies of the executive branch have statutory and other limitations
which in practice limit government activity designed to bring about a
better understanding of Latin America in the United States.

25. Promoting Understanding—Obtain the cooperation of the
American Republics to assume a large measure of responsibility for
promoting better mutual understanding between the United States
and these countries through such means as the establishment of na-
tional commissions of distinguished citizens to work for these pur-
poses.

26. Participation of U.S. Nationals—The United States shall, to the
extent feasible, encourage U.S. nationals, including business and in-
dustry represented in Latin America, to participate broadly in efforts to
achieve the purposes of the preceding paragraphs. (Also see paragraph
20.)

Economic

27. Trading Policies—The United States shall place special empha-
sis in the next several years on the establishment of conditions propi-
tious for an expansion of inter-American trade, including;:
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a. Avoidance of Restrictive Trade Practices—The United States shall
make every effort to maintain stable, long-term trading policies, and
avoid, to the maximum extent possible, restrictive practices which
affect key Latin American exports to the United States.

(1) In light of the adverse effect on U.S.-Latin American rela-
tions, of restrictive measures taken by the United States in
1957-59 with respect to the importation of certain non-ferrous
metals and petroleum, it is of primary importance that the United
States avoid, to the extent possible, further measures which would
be taken as hurting Latin American opportunities to trade with
the United States, and seek as quickly as conditions permit, to
remove restrictions which have been imposed with respect to
Latin American exports.

b. Solutions for Commodities Problems (See also Annex D)—The
United States should demonstrate its concern for the commodity prob-
lems of Latin American nations. In an effort to find cooperative solu-
tions, it shall be prepared to discuss and explore possible approaches
to such problems in accordance with U.S. policy on international com-
modity agreements.

c. Customs Unions and Free Trade Areas—The United States shall
encourage and endorse the establishment of customs unions or free
trade areas in Latin America which conform to the criteria set forth in
the General Agreement on Tariffs and Trade (GATT). It shall also be
prepared to endorse proposals for regional preference arrangements
which do not conform to GATT criteria, if consistent with over-all
foreign economic policy. The current United States approach is to
encourage and work with Latin American countries seeking to estab-
lish sub-regional customs unions or free trade areas such as the pro-
posed Central American Common Market. The U.S. is prepared to
consider financing for regional industries in the same manner as it
considers financing for national industries.

d. Reduction of Trade Barriers—The United States shall work to-
ward a reduction of tariff and other trade barriers with due regard to
total national advantage.

e. GATT—The United States shall encourage those American Re-
publics which are not now members of GATT to accede to GATT and
to negotiate reductions of trade barriers within the GATT framework.

28. Economic Development—Recognizing the sovereign right of
Latin American states to undertake such economic measures as they
may conclude are best adapted to their own conditions, the United
States should directly and/or indirectly encourage Latin American
nations:

a. to make a maximum contribution to their own economic devel-
opment;

b. to base their economies on a system of free private enterprise
adapted to local conditions;

c. as far as practicable, to curtail diversion of public funds to
uneconomic state-owned industries;
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d. to take all feasible steps to create a political and economic
climate conducive to private investment, both foreign and domestic;
and

e. where appropriate, to diversify their economies on a sound
basis.

Encourage efforts by the International Monetary Fund (IMF), the
International Bank for Reconstruction and Development (IBRD) to
bring about desirable financial and economic reforms, seeking, insofar
as practicable, to have those organizations take the major part of the
responsibility for recommending and negotiating with Latin American
governments programs of financial and economic reforms consistent
with U.S. objectives. It is also planned that the Inter-American Devel-
opment Bank shall make a contribution in this regard.

29. Technical Assistance—The United States shall seek to
strengthen technical cooperation and to program it on a longer term
basis. Technical assistance shall be granted on the basis that each
recipient has a genuine interest in and desire for our participation in
programs undertaken by it, and that U.S. participation makes a contri-
bution toward the achievement of U.S. foreign policy objectives com-
mensurate with its cost. Within these policy limits, increase specialized
training of Latin Americans in host countries, the United States, in-
cluding Puerto Rico, and third countries.

30. Peaceful Uses of Atomic Energy—Recognizing that early practi-
cal applications of peaceful uses of atomic energy should aid the
economic development of the American Republics as well as provide
favorable psychological impact, the United States shall continue to
encourage the early application of radioisotopes to agriculture,
medicine, biology and industry, and the development of appropriate
national or regional programs for nuclear research and power. To this
end, the United States shall continue financial assistance to research
projects and cooperate in the training of specialists in atomic energy
and in the development of nuclear power projects where they are
feasible and desirable. The United States should also participate ac-
tively in the work of the Inter-American Nuclear Energy Commission
of the Organization of American States (OAS) in order to develop a
coordinated hemisphere plan for research and training in nuclear en-
ergy; and support an acceptable plan of this kind.

31. External Capital—The United States recognizes that Latin
American economic development will require an additional flow of
external private and public capital encouraging Latin American coun-
tries to look to private capital and international lending institutions as
major sources of external capital for development.
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a. Private Enterprise

(1) The United States should encourage Latin America to look to
private capital from the United States and other Free World nations as
a major source of external capital for development.

(2) The United States will seek to facilitate by tax and other
actions the flow of U.S. investment into the less developed regions of
ghe Free 1\lNorld, including Latin America. Where feasible, the United

tates will:

(a) Seek the early implementation, by treaty or by negotiated
agreement authorized by legislation, of the principle of tax spar-
ing in order to make it possible for American firms investing in a
less developed country to benefit from tax inducements offered by
such countries to attract new capital.

(b) Support legislative measures for the deferral of tax on
income derived by a foreign business corporation which obtains
substantially all of its income from investments in one or more of
the less developed areas of the Free World and the ordinary loss
treatment for losses incurred by original investors on stock of such
a foreign business corporation.

(c) Negotiate investment guarantees.

(d) Where needed, negotiate treaties of friendship, commerce
and navigation.

(3) Recognizing that there is a close relationship between a
healthy local private enterprise and healthy conditions for foreign
investment, the United States shall:

(a) treat, in discussions with host governments, the U.S. inter-
est in encouraging private enterprise not merely in terms of pri-
vate foreign investments, but also in terms of encouraging local
investment and partnership arrangements between local and for-
eign investors.

(b) take into account small and medium size enterprises as
well as large companies, in programs to stimulate privite invest-
ment in Latin America.

(c) continue to emphasize the need for a framework of sound
governmental laws and institutions relating to local and foreign
private investment.

(d) carry forward programs—such as the Investment Guaran-
tee Program, ¢ Cooley Amendment program,’ and if approved by
Congress, the Investment Incentive Fund program—designed to
assist in the development of Frivate enterprise. In addition, em-
ploy as appropriate technical assistance and other appropriate

¢ Under the Investment Guaranty Program, the U.S. Government provided, for a
fee, insurance protection for American investors abroad against the risks of loss through
confiscation or expropriation and currency inconvertibility. The implementation of the
program involved the negotiation of bilateral investment guarantee treaties with other
countries.

7 Reference is to the program authorized by an amendment, named after Represent-
ative Harold D. Cooley (D-NC), to Public Law 85-128, approved August 13, 1957,
extending the Agricultural Trade Development and Assistance Act of 1954 (P.L. 480). It
amended Section 104 (e) of P.L. 480 by providing that up to 25 percent of local currency
proceeds from Title I sales would be made available for loans to U.S. and foreign private
investors through the Export-Import Bank. For text of the amendment, see 71 Stat. 345.
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means to encourage the establishment of proper local institutions
for stimulating private savings, private investment and capital
formation, and encourage legal studies in local educational insti-
tutions related to private enterprise and investment—without fur-
ther stimulating the excessive tendency of Latin American stu-
dents to become lawyers.

b. International Lending Institutions—The United States shall en-
courage Latin American countries to look to international lending in-
stitutions as well as private capital as major sources of external capital
for development.

(1) The United States is {)repared to facilitate as appropriate
favorable consideration of applications to international institutions,
including the Inter-American Bank when established, for credits con-
sistent with U.S. loan policies and to support the approval of such
applications by the boards of these institutions. The position of the
U.S. representatives on the above international institutions is coordi-
nated by the NAC.

c. U.S. Public Loans—The United States is prepared to extend
public loans which are consistent with relevant U.S. loan policy con-
siderations, and seeks by the use of appropriate U.S. Government
lending institutions to make a substantial flow of capital available for
Latin American economic development, to alleviate balance of pay-
ments crises, and stimulate economic reforms.

(1) Under present lending policy, as coordinated by the NAC, the
Export-Import Bank serves as the principal agency of the U.S. Govern-
ment for extending development loans in Latin America. It is United
States policy to make known in Latin America that the Bank will
finance all sound development projects in Latin America for which
private capital is not readily available, provided each loan is: (a) in the
interest of the United States and the borrowing country, (b) within the
borrower’s capacity to repay, (c) within the Bank’s lending capacity
and charter powers, and (d) sought to finance U.S. goods and services.
The Development Loan Fund is prepared to consider loans for specific
projects and programs which give promise of contributing to sound
development of long-term benefit to the borrowing country. However,
the DLF makes loans only when other sources of private and public
capital are not available. Annex A-7 provides additional background
on the purpose and inter-relationships of major U.S. and international
lending agencies. The foregoing will apply until the Inter-American
Development Bank is established and starts operations, at which time
appropriate instructions will be issued regarding the inter-relationship
of these institutions.

d. Special Assistance—The United States is prepared to extend
limited amounts of special economic assistance on a grant or loan basis
in those exceptional circumstances where other means are inadequate
to achieve economic and political stability essential to U.S. interests.
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e. Assistance From Other Countries—The United States shall en-
courage other Free World countries to provide capital and technical
assistance to Latin America.

f. Inter-American Highway and Rama Road—The United States
shall continue to assist in the financing of the Inter-American High-
way and the Rama Road in accordance with existing agreements and
established legislative authority.

g. Public Law 480—In carrying out programs involving disposal of
U.S. agricultural surpluses abroad, the United States shall:

(1) Negotiate with Latin American governments sales of surplus
agricultural commodities where appropriate.

(2) Give particular attention to the economic vulnerabilities of the
Latin American countries and avoid, to the maximum extent practica-
ble, detracting from the ability of these countries to market their own
exportable produce.

(3) Encourage the use in the purchasing countries of the local
currency proceeds of sale for loans for economic development pur-
poses, with particular emphasis on private enterprise.

32. Use of Military for Development Projects—The United States
shall encourage the use in peacetime of selected Latin American mili-
tary personnel and units in development projects where such use will
not interfere with the development of the capability of the units in-
volved to perform their military missions or to meet the military re-
quirements for which they were organized. Activities along this line
may include training and the provision of ICA-financed construction
equipment and materials to units where such activities will contribute
to economic development through the construction of public service
projects, including communications.

a. In the implementation of this program caution should be exer-
cised to insure that organizational and training problems are solved
prior to undertaking such development projects. Toward this end the
Department of the Army is prepared to assist ICA to the extent of
providing organizational training assistance and quotas for appropriate
courses at the USARCARIB School in the Canal Zone. In addition,
there should be adequate coordination at country level to insure com-
pliance with the above-outlined limitations regarding non-interference
with military capabilities.

Military

33. Military Strategic Concept—It is U.S. policy to:

a. assume primary responsibility for hemispheric military opera-
tions in the Atlantic and Pacific Oceans and the Caribbean Sea, in-
cluding the sea and air approaches to the Panama Canal, and seek, in

our military and other relations with the states concerned, acceptance
of U.S. military control of the defense of these sea areas.
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b. (1) encourage acceptance of the concept that each of the Latin
American states is responsible for providing, through effective military
and mobilization measures, a contribution to the defense of the hemi-
sphere by insuring its internal security and by the defense of its coastal
waters, ports and approaches thereto, bases, strategic areas and instal-
lations located within its own territory, and routes of communication
associated therewith.

(2) in exceptional cases, be prepared to accept participation by a
Latin American state in combined operations in support of U.S. mili-
tary responsibility under 33.a. above, where its location and resources
make such participation feasible, and where political or hemisphere
defense considerations make such a course of action desirable in the
interest of the security of the United States.

34. Military Assistance—The United States shall:

a. Make available to Latin American states, on a grant basis if
necessary, the training and minimum military equipment necessary to
assist them to carry out the missions relevant to hemispheric defense
in the preceding paragraph, except that internal security requirements
shall not normally be the basis for grant military assistance.

b. Discourage Latin American governments from purchasing mili-
tary equipment not essential to the missions in Para. 33.b. above.
However, if a Latin American government cannot be dissuaded from
purchasing unneeded military equipment, and if it is essential for U.S.
political interests, make additional equipment available on a cash,
credit, or, under extraordinary circumstances, grant basis, if appropri-
ate.

c. In order to be in a position effectively to supply military equip-
ment on a reimbursable basis in accordance with Paras. 34.a. and b.
above, make equipment available to Latin American countries on
terms which insofar as feasible are sufficiently favorable to encourage
the Latin American governments to obtain such equipment from the
United States rather than from another source.

d. In making military equipment and training available to Latin
American countries, take into account the provisions of Para. 17, rela-
tive to the type of Government involved, exercising caution in the
provision of such assistance to dictatorships.

35. Standardization—The United States shall encourage, to the
maximum extent consistent with the needs and capabilities of each
Latin American nation, the standardization along U.S. lines of military
doctrine, unit organization, and training. Except when it will create
undue demand on the United States seek, in the interests of standardi-
zation as well as for other reasons, to discourage purchases by Latin
American governments of military equipment from other countries,
especially Communist countries, primarily by assuring the Latin
American countries that we will endeavor to fill their essential require-
ments expeditiously and on reasonable terms.
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a. The United States is also prepared, where appropriate, to seek
to prevent other Free World countries from selling military equipment
to Latin American states. However, since this may involve considera-
tions affecting relations with other areas of the world, such actions will
be coordinated in Washington.

36. Military Relations—The United States shall:

a. Seek to develop a conviction that collaboration, including mili-
tary Furchases, by any of the American states with Communist nations
would be a serious hazard to all of the nations of this hemisphere.

b. Continue to participate actively in the Joint Military Commis-
sions we have with Brazil and Mexico, and make effective use of the
IADB to achieve our military objectives.

c. Foster close military relations with the Latin American armed
forces in order to increase their understanding of, and orientation
toward, U.S. objectives and policies, and to promote democratic con-
cepts and foster pro-American sentiments among Latin American mili-
tary personnel.

d. Continue, and establish where appropriate, military training
missions in Latin American states, countering any trend toward the
establishment of military missions, or agencies or individuals with a
similar function, other than those of the American Republics.

37. Hemisphere Mapping Program—The United States shall seek
the continued cooperation of the Latin American states in carrying out
the hemisphere mapping program.

38. Training—The United States shall provide adequate quotas for
qualified personnel for training in U.S. armed forces schools and train-
ing centers. Seek, as appropriate, new legislative authority to facilitate
provision of such training to personnel from all Latin American coun-
tries.

a. Encourage Latin American governments to fill professional and
technical military training quotas for members of their armed forces to
U.S. Service Academies, armed forces Schools and technical training
programs, in order that personnel from Latin American armed forces
may become indoctrinated in our methodology and accustomed to our
way of life including anti-Communist orientation. However, avoid
providing categories and numbers which would tend to stimulate de-
mands for non-essential military equipment or be in excess of the
needs of the military organization.
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13. Report by the Operations Coordinating Board to the
National Security Council

Washington, April 6, 1960.
REPORT ON LATIN AMERICA (NSC 5902/1)
(Policy Approved by the President February 16, 1959)

(Period covered: From February 16, 1959 thru April 6, 1960)

1. Review of Policy—United States Regional Policy Towards Latin
America (NSC 5902/1) has been reappraised in the light of the experi-
ence gained in the past year and for the most part the policy guidance
has proven satisfactory.

2. Nevertheless, it is recommended that the policy statement be
reviewed at this time in the light of the growing political and economic
instability in some countries, primarily with respect to the current and
prospective problems confronting the United States in the Caribbean
which are of great importance to the national security; and with a view
to assuring its adequacy in the light of increased Sino-Soviet bloc
influence and expanding efforts to undermine the U.S. position in the
area.

3. A review would also provide an occasion to reassess certain
aspects of the policy, such as U.S. military and economic policy, and
the adequacy of providing NSC guidance on a regional basis which, in
the view of certain agencies, might be further refined. Moreover, it
would provide an occasion for the President to reappraise the policy
document following his tour to Latin America and to assure that it is
reasonably current at the close of this Administration.

4. Political Situation

a. Non-Intervention and the OAS—Although problems of great
importance to the national security remain with respect to Cuba, and,
to a lesser extent, the Dominican Republic, the basic U.S. policies of
refraining from overt intervention and support of multilateral action

' Source: Department of State, S/S-NSC Files: Lot 62 D 1, NSC 5902 Series. Secret.
Prepared by the OCB Working Group on Latin America. At its meeting on March 23, the
OCB reviewed an earlier draft version, and referred it back to the Working Group for
additional revisions, in light of a briefing by Assistant Secretary Rubottom and subse-
quent discussion concerning President Eisenhower’s trip to Latin America, February
23-March 7, 1960. The Working Group submitted a revised draft under date of April 4,
and the OCB concurred in that draft at its meeting on April 6. (Memorandum by
Bromley Smith, undated; ibid., S/S-OCB Files: Lot 61 D 385, Latin America—Docu-
ments (1960)) The OCB transmitted the report to the NSC under cover of a memoran-
dum from Smith to Lay, April 7.

Annexes A and B, entitled respectively “Sino-Soviet Bloc Activity in Latin
America,” prepared by the CIA, and “Loan Disbursements and Repayments—U.S. and
International Lending Agencies, 1956-1959,” are not printed.
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through the Organization of American States (OAS) made an impor-
tant contribution towards isolating these problems and, to date, of
reducing the danger of the spread of the pattern of direct and indirect
aggression among Caribbean countries which emerged in the first part
of 1959. However, the apparent increasing influence of international
communism in the present Cuban government, and the growing sub-
versive and anti-U.S. activities of the Cuban government in collabora-
tion with the Communists throughout the area, have raised serious
problems which make advisable a review of NSC 5902/1 from the
standpoint of the situation in the Caribbean.

b. Canal Zone—With respect to the situation in Panama, no sound
alternative has offered itself to the policy of maintaining U.S. rights
under the Treaty of 1903, but interpretive problems and severe opera-
tional difficulties, including violence against the Zone, arose in the
implementation of this policy in the light of the increasingly volatile
situation prevailing in Panama.

c. Other Areas—In Bolivia, with the approach of the 1960 Presi-
dential elections there, the situation continued to be highly explosive.
During the year political relations have improved with other Latin
American countries, notably Argentina, Mexico, and Uruguay.

d. Communism—The past year was marked by intensification of
Sino-Soviet bloc efforts to extend its political and economic influence
in the area and by concerted activities of the Latin American Commu-
nist apparatus and of the Castro movement to establish neutralist and
subversive revolutionary Latin American organizations and activities,
especially in the fields of labor, youth, and women, which would bring
pressures on Latin American governments to disassociate themselves
from U.S. leadership of the hemisphere. This offensive was well calcu-
lated by the Communists to appeal to anti-American sentiment in
Latin America, to the prevailing liberal philosophy, to the popular
economic yearnings of the area, and to nationalist desires for a more
independent foreign policy. This support factor was catalyzed in 1959
by the new U.S. public approach to Soviet Russia, with the result that
respectable Latin American public opinion is increasingly complaisant
toward the trend. U.S. representatives in the area found it increasingly
difficult to impress Latin American governments with these dangers
by diplomatic representations or other direct methods and, in fact,
only in less than six instances during the period under review did the
United States discuss cultural or other Bloc contacts with Latin Ameri-
can governments and these mostly at the initiative of the host govern-
ment. In this field, the United States was inhibited from appearing to
argue that its Latin American partners should not do what it was
doing. The United States likewise refrained from any official state-
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ments or publicity critical of Latin American contacts with the Bloc.
Emphasis was placed increasingly on less direct methods of discourag-
ing or discrediting contacts considered dangerous to U.S. interests.

Nonetheless, there has persisted among certain Latin American
groups—especially those of liberal orientation—the feeling that the
United States is urging on Latin America a purely defensive attitude
toward the Soviet world, an attitude which these elements find unac-
ceptable especially when the United States itself is expanding contacts.
This image of the United States is the result of many factors, some of
which are: that the United States press and U.S. public officials place
the spotlight on the dangers of Communist penetration of Latin
America to a much greater extent than the Latin Americans them-
selves; that the U.S., in fact, makes numerous representations to Latin
American governments with respect to contacts with and attitudes
toward Communist China which Latin American opinion does not
sharply differentiate from contacts with and attitudes toward the So-
viet Bloc; U.S. visa laws and regulations which take participation in
Communist and Communist-front meetings into account; on the
residual impression of the more direct actions taken by the United
States to discourage Latin American-Bloc contacts when the United
States itself was engaged in such contacts. It is recognized that, in view
of the varying degree of danger or advantage to U.S objectives pre-
sented by various types of contacts with the Soviet Bloc and differing
psychologies of Latin American peoples and governments, the ac-
tion—if any—which the United States should take must necessarily be
flexible and adjusted to each particular contact.

5. Information and Cultural Situation

a. Priority Programming—Appreciable progress was made in im-
plementing the policy guidance that calls for an increase, as a matter of
urgency, in informational and cultural activities. The advance, in the
sense of increased resources, was mainly attributable to a special pro-
gram designed primarily to influence Latin American student leaders,
under which the number of university students brought to this country
at U.S. Government expense was doubled and a number of student
centers under binational supervision were established. The approach
to priority audiences was also strengthened, however, by raising the
intellectual level of radio and television programming, expanding the
support given to local cultural activities in U.S.-Latin American bina-
tional centers, and further refining the selection of cultural presenta-
tions sent to the area under the President’s Special International Pro-
gram. Modest but helpful progress took place in obtaining cooperation
from U.S. nationals in support of the purposes of the policy. All
departments and agencies concerned made increased efforts to stimu-
late and participate in demonstrations within the United States of
interest in Latin America.
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b. Latin American Reaction—Receptivity to all of these approaches
was good and it is not to be expected that such ideological gain as they
may have achieved could, except in a few clear instances, be esti-
mated. It is obvious, however, that they have not yet attained enough
scope even to approximate their potential effectiveness in supporting
U.S. political objectives, and especially to rival the rapid expansion of
Communist efforts in their field.

6. Labor Situation

a. Communist Activity—Stronger Communist initiative, supported
by the labor movements of Cuba, Venezuela and Chile, and by signifi-
cant Communist segments throughout Latin America, to undermine
domestic democratic-oriented labor movements and establish a na-
tionalistic anti-U.S. regional organization, represented a net setback to
the achievement of U.S. objectives in the important labor sphere.

b. Adequacy of Programs—The programs of the United States and
Free World labor movement to counter these trends have had only a
limited effect. Despite the fact that the Operations Plan calls for special
and urgent efforts in encouraging the development of non-totalitarian,
non-Communist labor organizations, United States action in this re-
gard has been inadequate.

7. Economic Situation

a. Trade—Latin America enjoyed more stable conditions as the
1957-58 decline in commodity prices leveled off and, in some cases,
was reversed. Coffee was an important exception to this trend, but in
some cases increased sales made up for the continued decline in prices.
Cocoa and sugar were also exceptions. Trade between the area and the
United States achieved a level of $3.5 billion for exports by the United
States and $3.6 billion for imports into the United States during 1959,
as compared with $4.1 billion for exports and $3.6 billion for imports
during 1958, despite continued U.S. restrictions on the imports of non-
ferrous metals and petroleums which continued to present problems—
though not acute ones—with Latin American exporters of these items.

b. Stability—A number of Latin American countries made prog-
ress in stabilizing their economies through stabilization and economy
reform plans and other devices, and moved further toward sound free
enterprise economies, although the radical programs instigated in
Cuba reversed the progress there. The progress made, however, has
not removed the severe economic strains in the area attendant on
underdevelopment.

c. Technical Assistance—Inclusive of contributions to the OAS,
Technical Cooperation increased from $30,541,000 in FY 1958 to
$35,513,000 in 1959, while during the same period Special Assistance
decreased substantially from $44,710,000 to $24,360,000.
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d. Capital Flow—The flow of U.S. investments to Latin America
last year is expected to be less than the capital flow for 1958, at which
time aggregate U.S. private ($11.1 billion) and public ($1.7 billion)
investments in the area were $12.8 billion. On the basis of data for the
first three-quarters of each year, the net flow of public and private
capital declined from $684 million in 1958 to $448 million in 1959,
and it is expected that the net flow during the fourth quarter of 1959
may be less than during the comparable period of 1958. Gross dis-
bursements in 1959 for Latin America by the Eximbank, DLF, IBRD,
and IFC totaled $405 million. Allowing for repayment of principal on
prior year loans, net loans were $216 million. The net increase in
direct private investments in the area was about the same in 1959 as in
1958, but there was a substantial net repayment of private short term
capital to the United States in 1959 as compared with the net outflow
of private short term capital in 1958.

e. Financing Development—In sum, the indications are that there
was some decrease in the flow of private and public capital to Latin
America in 1959. In the case of private capital this situation was
attributable, in part, to expropriation, tax, and other restrictive meas-
ures, and disturbed political conditions in Cuba and elsewhere. In the
case of public capital, 1959 was principally a year of preparation for
the future. The United States was instrumental in the establishment of
the Inter-American Development Bank, in achieving the substantial
increase in the resources of the IBRD and the IMF, and in moving
towards creation of the International Development Association. To-
gether, these institutions will have substantial resources for loans to
Latin America within the framework of their respective lending poli-
cies and thus be in a position to contribute to the additional flow of
capital to the area which the policy statement recognizes as required.

Problems remain, however, with respect to financing of “social
overhead” projects, such as schools, housing, roads, and other public
projects which along with such questions as agrarian reform and in-
dustrialization are particularly active issues in current Latin American
political life. Latin American governments at present generally lack the
means from taxation and other local resources to finance these items
and would like more foreign help. There is, however, no unanimity
among or within these governments as to what priorities should be
established within their capacity to service foreign loans on borrowing
for projects designed to increase productivity directly and on borrow-
ing directly for “social overhead” projects to meet the current de-
mands for quicker progress in this area. The United States has given
assistance to Latin America in meeting this “social overhead”” problem
through its Technical Assistance programs, its contributions or loans to
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the Inter-American Highway and to the Rama Road and other roads
and in the form of modest loans to assist in other sectors. With regard
to the future it is to be noted that the IBRD Directors’ report notes that

“the Association is authorized to finance any project which is of
high developmental priority, that is, which will make an important
contribution to the development of the area or areas concerned,
whether or not the project is revenue-producing or directly productive.
Thus, projects such as water supply, sanitation, pilot housing, and the
like, are eligible for financing, although it is expected that a major part
of the Association’s financing is likely to be for projects of the type
financed by the Bank.”

When the IDA and the IADB begin lending operations (in the case
of IADB within the year and somewhat later for IDA), they will in-
clude in their resources substantial amounts of subscribed national
currencies which could, if authorized, be utilized for these purposes. It
must be recognized, however, that in the years of rapid population
growth and social revolution which lie ahead, the Latin Americans are
confronted by a formidable task in mobilizing from domestic and
foreign sources the capital necessary to provide the productive enter-
prises and social overhead projects needed if the area is to make
progress towards its objective of more rapid economic development. It
must likewise be noted that while recognizing that the United States
can provide only a small portion of the capital required, it will have to
assure to the maximum extent possible that its economic and financial
policies towards the area are well adjusted to the situation as it un-
folds.

8. Military Situation

a. During the reporting period, the United States has continued to
provide military assistance to Latin American countries in accordance
with foreign policy guidance and legislative requirements. Both grant
and sales transactions have been used to provide equipment, matériel
and training. However, there has been substantial debate on such
matters as:

(1) Whether over-all U.S. and Latin American interests are best
served by the Hemisphere Defense concept and policy and program
actions relating thereto;

(2) How to discourage the tendency of some Latin American
countries to divert resources from economic development to milita
purposes, particularly by purchasing excess arms from non-U.S.
sources;

(3) How to counteract the growth of tension and military rivalries
in several areas by such means as international arms limitation ar-
rangements;

(4) Whether U.S. policies and actions are designed, or result in,
the perpetuation in power of elements which do not encourage the
growth of democracy.
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b. Congressional concern has been reflected in the adoption of the
language in Section 105(b)(4) of the Mutual Security Act of 1960°*
which, in part, reads as follows: “Military equipment and matériels
may be furnished to the other American Republics only in furtherance
of missions directly relating to the common defense of the Western
Hemisphere which are found by the President to be important to the
security of the United States. The President annually shall review such
findings and shall determine whether military assistance is necessary.
Internal security requirements shall not, unless the President deter-
mines otherwise, be the basis for military assistance programs to
American Republics.”

c. Increased international tension in the Caribbean following the
installation of the Castro government in Cuba and its increasing servi-
tude to Communist objectives, and heightened military rivalry be-
tween the countries on the West Coast of South America, have partic-
ularly contributed to an armaments race in these areas, led several
Latin American governments to procure arms and equipment in excess
of planned strategic military needs for hemispheric defense, and re-
sulted in a continuance of excessive expenditures for military pur-
poses. At the same time, there has been an increasing interest in the
South American region to find an effective international formula for
arms limitation.

? For text of the act (P.L. 86-472), approved May 14, 1960, see 74 Stat. 134.

14. Memorandum of Discussion at the 443d Meeting of the
National Security Council, High Point Relocation Site,
May 5, 1960

[Here follow a paragraph listing the participants at the meeting,
an explanation of why the meeting was convened at the High Point
Relocation Site, and agenda item 1, “History of U.S. and USSR Long-
Range Missile Development.”’]

2. U.S. Policy Toward Latin America (NSC 5902/1; OCB Report on NSC
5902/1, dated April 6, 1960)

! Source: Eisenhower Library, Whitman File, NSC Records. Top Secret. Prepared by
Marion W. Boggs on May 5.
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Mr. Harr, summarizing the reference OCB report on the subject,
said that on the basis of operations in Latin America during the past
year, the Operations Coordinating Board recommended a review of
U.S. policy toward Latin America for the following reasons: (1) the
growing instability in Latin America; (2) increased Soviet influence in
the area; (3) the desirability of re-assessing certain phases of our eco-
nomic assistance; (4) the question whether regional guidance for Latin
America continued to be adequate; and (5) the desirability of re-ap-
praising policy in the light of the President’s recent trip to Latin
America. Cuba and the Dominican Republic had of course been the
most serious problems in the area during the past year. The Sino-
Soviet Bloc had endeavored to extend its influence in Latin America,
using native non-Communist groups as well as Communist subversive
machinery. Sino-Soviet efforts were helped by latent anti-U.S. senti-
ment in Latin America, by economic yearnings, by nationalistic senti-
ments, and the feeling prevalent in many Latin American countries
that closer association with the USSR could not be harmful since the
U.S. appeared to be engaging in more contacts with Moscow. The
“new climate of détente”” was of course being emphasized by Moscow.
Mr. Harr felt that we had made progress in Latin America in informa-
tion and cultural activities, although the scope of these activities was
still modest. We had, however, suffered a set-back with respect to
labor unions, which are one of the primary targets of Communism,
particularly in Chile, Venezuela, and Cuba. Economic conditions in
the area have become more stable as price declines had ceased. Our
trade with Latin America was at about the 1958 level. However, pri-
vate investment in Latin America had declined because of restrictions
and unsettled conditions; public investment had declined because the
past year was largely one of preparation as far as public investment
organs were concerned. Turning to the military situation, Mr. Harr
said debate had centered on the validity of the hemisphere defense
concept and on means of preventing unnecessary diversion of Latin
American economic resources to military purposes.

Mr. Gray said the Planning Board was reviewing U.S. policy
toward Latin America in accordance with the OCB recommendation.
The Department of State had already begun the preparation of a
revised draft statement of policy.

Mr. Dillon said the decline in public investments in Latin America
was due not to lack of lending resources but to lack of planning and
coordination. A difficult relationship had developed between the Ex-
port-Import Bank and the Development Loan Fund. The Export-Im-
port Bank was vigorously resisting any activity in Latin America on the
part of the DLF but had at the same time slowed down its own
activities. It was even possible that the investment situation would
show a net drain on Latin America this year; that is, Latin America
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would be repaying more loans than it received. This problem was
receiving the attention of the Departments of State and Treasury. An
effort would be made to work out an arrangement whereby the Ex-
port-Import Bank would either do more lending itself or would cease
to object to activities by the Development Loan Fund.

Mr. Gray asked when funds from the new Inter-American Bank
would be available to Latin American borrowers. Mr. Dillon thought
funds would become available about next September and that possibly
the first loan would be made by January 1. Mr. Harr asked whether the
increased resources of the International Monetary Fund would not be
helpful to Latin America. Mr. Dillon said the IMF might be of some
help but he believed that all the assistance of this type needed by Latin
America was already available.

Mr. Allen said he and Dr. Kistiakowsky had recently attended a
meeting at which sharp criticisms were made of our policy of trying to
persuade Latin America not to carry on cultural exchanges with the
Sino-Soviet Bloc. He had also received a great many letters from Latin
Americans who asserted they had been warned by our embassies not
to go to Moscow. He wondered whether Latin Americans were not
becoming irritated at this policy. Mr. Harr said that we usually did not
offer the “don’t go to Moscow’ advice unless our opinion was asked
by Latin American countries.

The National Security Council:?

a. Noted and discussed the reference Report on the subject by the
Operations Coordinating Board.

b. Noted that the NSC Planning Board would review U.S. Policy
toward Latin America (NSC 5902/1) as recommended by the Opera-
tions Coordinating Board.

[Here follows discussion of items 3-6: ““Significant World Devel-
opments Affecting U.S. Security,” “U.S. Policy Toward Cuba,” “U.S.
Policy Toward the Dominican Republic,” and ““A Research Clearing
House Within the NSC Staff.”]

Marion W. Boggs

? Paragraphs a and b that follow constitute NSC Action No. 2226.
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15. Editorial Note

Pursuant to NSC approval of the OCB Planning Board’s recom-
mendation in its report of April 6, calling for a review of the policy
statement in NSC 5902 /1, the Bureau of Inter-American Affairs (ARA)
in the Department of State prepared a draft revision dated June 15, for
presentation to the OCB Planning Board on July 1. In the meantime,
however, Deputy Coordinator for Mutual Security John O. Bell, re-
quested ARA to defer completion of the draft statement in order to
consider an extensive paper prepared in his office reviewing existing
military and economic aid programs in Latin America. (Memorandum
from Bell to Rubottom, July 1; Department of State, ARA/REA Files:
Lot 63 D 211, “NSC") Assistant Secretary for Policy Planning Smith
also requested postponement to enable ARA to take into account the
President’s special aid program for Latin America announced on July
11 (see Document 41), and the results of the OAS economic confer-
ence at the meeting of the Committee of 21 in Bogotd, Colombia,
beginning September 5. (Memorandum from Rubottom to Bell, July
14; Department of State, Rubottom-Mann Files: Lot 62 D 418, Policy
1960) Further work on the draft statement was postponed, with the
concurrence of the NSC and the OCB, until October, for the reasons
suggested by Assistant Secretary Smith. (Minutes of the OCB Working
Group on Latin America, approved September 1; ibid., S/S-NSC Files:
Lot 61 D 385, Latin America—General) On July 14, Rubottom in-
formed Bell that the postponement would give ARA “an opportunity
to factor in U/MSC’s conclusions and findings in the further revision
of the draft which will be necessary.” (Memorandum from Rubottom
to Bell, July 14; ibid.)

The Bureau of Inter-American Affairs completed a second draft
revision of a new policy statement in October, and a third on Novem-
ber 15. Assistant Secretary Thomas C. Mann sent a copy of the No-
vember 15 revision to Gordon Gray at the White House in December,
commenting in part as follows: “It seems to me that this draft is too
long for a policy paper and not detailed enough for a paper of policy
guidelines. In view of the time element, however, I am not going to try
for an extensive revision.” (Letter from Mann to Gray, December 17;
Eisenhower Library, Project Clean Up) The Department of State sub-
mitted a final revised draft to the NSC Planning Board under date of
January 4, 1961, for consideration at the Board’s meeting on January 6.
(Memorandum from Director of the Planning Board Secretariat Robert
H. Johnson to the NSC Planning Board, January 4, 1961; Department
of State S/S-NSC (Miscellaneous) Files: Lot 66 D 95, Latin America)



UNITED STATES POLICY REGARDING
HEMISPHERE DEFENSE; PROVISION OF
ARMAMENTS AND MILITARY ASSISTANCE TO
THE AMERICAN REPUBLICS'

16. Memorandum From the Director of the Office of Inter-
American Regional Economic Affairs (Turkel) to the
Assistant Deputy Chief of Staff for Military Operations for
International Affairs, Department of the Army (Trapnell)?

Washington, February 6, 1958.
SUBJECT

Collection of Certain Funds from Latin American Countries

Reference is made to your memorandum of October 16, 1957
concerning the payment by Latin American countries of expenses inci-
dent to permanent change of station of members of the U.S. Army
Missions in those countries, in accordance with provisions of U.S.
Army Mission Agreements now in force.?

You indicate that the Department of the Army usually pays such
expenses and submits the bills to the country involved for reimburse-
ment. When payment is not forthcoming, reminders are submitted to
the Embassy of the country concerned two or three times a year. You
state that the United States Army Audit Agency has recommended a
more aggressive collection policy providing for more frequent remind-
ers when payments have not been made, and request this Depart-
ment’s comments and recommendations as to whether a more aggres-
sive collection policy should be pursued or the present practice be
retained in attempting to collect unpaid balances.

After careful consideration, this Department is of the opinion that
a more aggressive collection policy providing for more frequent re-
minders would be unlikely to result in prompter payments. Our rec-
ommendation therefore is against a more aggressive collection policy
at this time.

! Continued from Foreign Relations, 1955-1957, vol. vi, pp. 213 ff.

?Source: Department of State, Central Files, 720.5-MSP/2-658. Confidential.
Drafted by Weldon Litsey on January 31.

* Not printed. (Ibid., 720.58/10-1657)
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You submitted with your memorandum a list of eleven Latin
American countries with amounts owed by them. It is assumed that
none of these countries has questioned the statement of accounts
rendered by the Department of the Army or any items contained in the
statement. After receipt of your memorandum, a member of my staff
discussed informally with representatives of the Department of the
Army the circumstances surrounding the delinquency of these coun-
tries. It appears that of the eleven countries, six have made payments
from time to time and are not seriously delinquent. Of the five remain-
ing, only two—Ecuador and Bolivia—are seriously delinquent. While
we do not believe more frequent reminders would be productive, we
do feel that in the case of these two countries means should be sought
to accomplish payment of these bills.

According to the latest figures furnished us, Ecuador owes the
Department of the Army, and has been billed for $186,010.20 and the
Department of the Air Force $137,210.69—or a total of $323,220.89.
Bolivia owes the Department of the Army, and has been billed for,
$169,146.31 and the Department of the Air Force $67,080.68—or a
total of $236,226.99. Both countries are presently experiencing finan-
cial difficulties and would not, without adverse effects, be immediately
able to meet these obligations in their entirety. Bolivia is making
serious efforts to maintain a stabilization program in which the United
States is most interested and toward the success of which we are
contributing materially. We would want to take no action which might
jeopardize the success of this program. Nonetheless, we believe that
Bolivia, as well as Ecuador, can and should meet these obligations
provided some schedule of payments can be worked out for them to
liquidate their indebtedness over a reasonable period of time.

We should like to propose that our American Embassies at La Paz
and Quito approach the Governments of Bolivia and Ecuador and
attempt to work out with them such a schedule. The details of such
schedule would, of course, have to be negotiated. However, our pro-
posal might contemplate payment over a period of five years, with
smaller payments during the first years to allow for present financial
difficulties. It might be proposed, for example, that during the years
1958-62 inclusive they make annual payments of 10%, 15%, 25%,
25% and 25% successively of the outstanding amounts. Bolivia would
then pay approximately $23,623 during the first year, $35,434 during
the second, and $59,057 annually during the last three years. Simi-
larly, Ecuador would pay approximately $32,322 and $48,483 during
the first and second years and $80,805 annually during the last three.

Such an arrangement would contemplate that future bills for
transportation of Mission members and effects would be paid
promptly and that backlogs should not be allowed to develop, as in
the past. (This would not be an important problem in the case of



146 Foreign Relations, 1958-1960, Volume V

Bolivia, since under present Mission agreements Bolivia no longer
pays transportation costs other than the cost of shipment of one auto-
mobile per Mission member.)

If you concur in this proposal,* this Department will request the
opinion of the American Embassies at La Paz and Quito as to the
feasibility of attempting to obtain the agreement of the Governments
of Bolivia and Ecuador to some such schedule. (The Department of the
Air Force has already informally indicated its concurrence in the pro-
posal.) Should our Embassies consider such a step feasible at this time,
they will be requested to approach the Governments of Bolivia and
Ecuador on the subject.

HRT

* No reply from the Department of the Army indicating concurrence has been found
in Department of State files.

17. Memorandum From the Special Assistant to the Deputy
Assistant Secretary of State for Inter-American Affairs
(Hill) to the Deputy Assistant Secretary of State for Inter-
American Affairs (Snow)!

Washington, July 29, 1958.
SUBJECT
US Military Policy Towards Latin America

M

1. It appears to me desirable for ARA to use the current revision of
the ““US Policy toward Latin America” (NSC 5613/1)? as an opportu-
nity to seek a clarification of US policy with respect to military assist-
ance for the other American republics. The present policy, expressed
in paragraphs 31-46 and especially in paragraphs 32-34, appears to be
inconsistent in some respects with existing legislation and to omit the
factors which are basic to our consideration of the extent and type of
military assistance we should grant to the republics to the south. As a
result, much of the justification for our specific Latin American country

! Source: Department of State, Central Files, 720.5-MSP /7-2958. Secret. Also ad-
dressed to John C. Dreier.

?For text of NSC 5613/1, approved by President Eisenhower on September 25,
1956, see Foreign Relations, 1955-1957, vol. vi, p. 119.
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programs seems to have been contrived on a basis of fiction which
misleads and confuses the Executive Branch of the Government more
than it does the other American republics, the press, or the Congress.

2. A principal danger of the present policy formulation and the
procedures which flow from it is that, if strictly and impartially ap-
plied, they would automatically and continuously involve the United
States in the internal affairs of the American republics which receive
military aid from us. Under paragraph 33, as interpreted by General
Cutler’s memorandum of October 31,° the maintenance of “internal
security” is one of the “limited missions”” which would qualify for US
grant aid. However, our military assistance agreements provide for
consultation with the US prior to the utilization of such grant aid, thus
imposing on ourselves the duty of making a determination in each
case as to what internal security action is or is not within the purview
of proper “limited missions.” In other words, we say on one hand that
we should grant aid for internal security purposes and on the other
that grant aid should not be used for this purpose without prior con-
sultation.

3. The position is further confused by the Morse Amendment
recently adopted by the Congress. This provides, in essence, that aid
should not normally be granted to Latin American countries for inter-
nal security, and the Senate report made it clear that what was meant
was that aid should be given only in exceptional cases. Thus, there has
come to be a divergence between the NSC position which generally
legitimizes “internal security” as a basis for military aid and the legis-
lative position which would require a specific finding of exceptional
circumstances. In addition, further confusion is introduced by the
placement of the justification (paragraph 37) for aid to the police,
constabulary, etc., in the “Military” courses of action of the policy
paper.

4. Meanwhile, the position was reached in NSC 5613/1 that only
in “exceptional cases” should the US be prepared to accept participa-
tion by a Latin American country in combined operations in the ocean
approaches to the hemisphere and, specifically, to the Canal. Thus the
position is logically reduced to eliminating the Latin American military
programs, unless we can find an “exceptional” internal security condi-
tion or an “exceptional”” need for participation in combined operations
for hemisphere defense. How many such “exceptions” could we find
in good conscience?

5. From such information as is readily available, it appears that
what has in fact happened is that we have improvised justifications—
especially for ground forces—which have allowed us to do what was
considered necessary but which would not stand up to close policy

* Not found in Department of State files.
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scrutiny. These justifications may, in fact, some day cause us acute
embarrassment if there is a searching inquiry by the press or the
Congress. For instance, it appears that our ground force aid to Cuba
technically rests on a concept that Cuban ground forces would assist in
the defense of the Canal, thus making Cuba eligible for grant aid for
combined operations. However, is it really the desire or intent of our
Chiefs of Staff to use Cuban forces for this purpose? In Ecuador, it
appears, our military program rests on an initial justification that Ecua-
dor should be provided with an anti-aircraft unit in order to participate
in Canal defense; later, when the AA unit turned out to have insuffi-
cient martial-appeal for Ecuador, it was decided to support an infantry
unit instead. On what “combined operation” concept would we find
ground forces aid to Guatemala rests?

(D)

6. There is no discussion in the policy paper as to whether or not
it would be desirable for the US to support a limited number of Latin
American units to participate in UN actions. Korea, UNEF and the
present Middle East situation suggest the political utility of having
readily available token forces from other countries. Without having
gone fully into all of its implications, I would suggest that it might be
timely to give consideration to the possibility of channeling our sup-
port for combined operations into the creation of a number of small,
crack units formed into an Inter-American Brigade something along
the line of the Commonwealth Brigade in Korea and the present Com-
monwealth Strategic Reserve in Malaya. I recognize that basing the
justification of such a unit on the possible provision of forces outside
the hemisphere for the UN is likely to raise objections from many
countries which do not want to make implied commitments to send
troops overseas. However, this might be minimized if justification was
also based on (a) hemisphere defense and (b) possible support to the
OAS.

7. Some of the advantages of an inter-American unit:

(a) Units designated for this unit could also be designated for
ossible participation in combined operations for the defense of the
ﬁemis here in wartime; thus a simple criterion could be used for
extending aid for hemisphere defense purposes: those in the Brigade
would get it, those not wouldn't. '

(b) We could pass to the COAS, IADB or other appropriate inter-
American body the onus of determining when the diversion of units
designated for the Inter-American Brigade to internal security opera-
tions could be acceded to. Procedures developed by NATO (and
SHAPE) could be adopted.

(c) By concentrating on the training and equipment of small, elite
units we could at the same time go a long way towards satisfying the
Latin American officers’ craving for military prestige while putting
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ourselves on the right side of the “’supporting dictators”” argument. If a
caudillo used the Nth Battalion of the Inter-American Brigade in do-
mestic political strife, with or without notification to the COAS, it
would at least be clearer than at present that we had not armed and
trained it for that purpose.

(d) We could treat Latin American countries more equally, accord-
ing to their need, than at present where the arbitrary definitions of
combined operations for hemisphere defense make geographical acci-
dent an influential factor in determining who gets what aid.

(e) The professional esprit de corps of the military of the Latin
American countries concerned could be substantially raised, especially
if the unit were imaginatively organized, equipped, uniformed and
trained (e.g. by including small paratroop or Ranger formations). In
some of the smaller Latin American countries we might even hope to
have the special troops rather than student revolutionaries be the
shining examples to schoolboys.

(f) The Latin American military would tend to draw closer to-
gether through this common bond, and the Latin American countries
to have a greater sense of participation in and responsibility for the
common defense.

(g) By using such a unit as a whole or in part, we would have a
standing alternative to direct intervention by US forces if something
%oes wrong in the Americas—e.g. eventual seizure of power by the

ommunists in Venezuela or a repetition of the recent Cuban kidnap-
ping episode.

Note: While the above has been directed towards ground forces,
the same principles could apply to air and naval forces, which present
less of a problem.

(1)

8. Before real progress can be made in revising and rationalizing
our military aid policy in Latin America, it is necessary to be clear on
the purposes which actually determine our granting aid and then to
establish suitable criteria to guide the implementation of our aid pro-
grams under them. The following divisions suggest themselves:

(a) Combined Operations. Aid to be granted only in cases where
JCS-approved US war plans clearly provide for units to be used for the
defense of the hemisphere or for the common defense outside the
hemisphere. This would include support to any units which, for politi-
cal as well as military reasons, it is considered desirable for the United
States to have available for overseas service (e.g. the Brazilian units in
the last World War, contributions to UN police actions, etc.). All cur-
rent as well as future justifications which are not, in fact, sanctioned by
such JCS determination should be scrapped and new justifications, if
any, should be made under other, more realistic headings.

(b) Local security of strategic installations, bases, vital ports and
coastal waters, and strategic resources such as oil fields. Force levels
and dispositions should be determined by direct reference to the secu-
rity of the installation involved: security of Guantanamo would not be
good justification for programming armored cars for Habana.
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(c) Internal Security. Our “military”” and “‘non-military” internal
security programs should be viewed as a whole. We are now in the
absurd position of working on an expanding number of civil OIS
Programs and, at the same time, being under specific Congressional
injunction not to use MAP funds for internal security purposes except
in “exceptional” cases. While we should take due care not to draw
further charges of coddling dictators, we should also not lose sight of
the fact that every state has a duty to maintain law and order, using its
total civil and military resources to the extent necessary; that ulti-
mately neither democracy nor economic progress can be achieved in
Latin America unless the state maintains an acceptable degree of inter-
nal security; and that the United States at present has a particularly
important stake in preventing the development of lawless conditions
in this hemisphere which are readily exploitable by international
Communism. Since many Latin American countries need outside
assistance to obtain both civil and military type equipment for internal
security and technical training in this field, it is essential that we have
a rational policy and legal authorization to extend military and civil
assistance for internal security. This would appear to involve an effort
by the Executive Branch to eliminate or reinterpret the Morse Amend-
ment, as well as to define more precisely the minimum military, quasi-
military and police establishments required to maintain law and order
in the various Latin American countries. Our commitments under this
heading should be kept to a reasonable minimum (e.g. one mobile
battalion and an adequate police force should be able to keep law and
order in Guatemala City, not two regiments).

(d) Political and Prestige. There will probably continue to arise
circumstances under which we will be obliged to honor requests from
Latin American governments for military assistance for political or
prestige reasons. It would not be surprising if a searching inquiry into
our grant aid disclosed that a large portion has in fact been given for
these reasons. We should, however, keep this to a minimum and not
deceive ourselves by contriving justifications under other headings.

9. My recommendation would 'be that we suggest to the Planning
Staff that action be deferred by the NSC for the present on a revised
military policy for Latin America and that a State-Defense Working
Group go over the ground thoroughly with a view to recommending a
new or at least more rational policy. Few aspects of our foreign opera-
tions in the area are likely to have as great impact on our relationship
with Latin America as our military policy, and it seems undesirable to
miss an opportunity to review and rationalize it. Moreover, it is urgent
that we do so because the OCB will need intelligible guidelines and
the process of budgeting for FY 1959 is beginning. *

¢ A handwritten notation by Assistant Secretary Rubottom on the source text reads:
“I concur in having study by State-Defense Working Group. Let’s organize it.”
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18. Circular Telegram From the Department of State to Certain
Diplomatic Missions in the American Republics’

Washington, August 13, 1958—8:27 p.m.

163. 1. Advise other Govt soonest US authorized by PL 532, this
Congress, make available vessels specified herein (Depcirtel 808, May
22, 1956)° on terms described alphabet paras below, substance to be
embodied exchange notes concluded early date. Dept fully aware eco-
nomic position other Govt considerably worse than 2 yrs ago when
this program first presented Congress. Therefore and in view financial
burden imposed by rehabilitation and maintenance costs, Emb shld
scrupulously avoid any implication US urging acceptance offer.

(a) Ships transferred under flag recipient country on 5 yr renewa-
ble loan basis. US to retain title and right recover ships for own use
prior termination loan period. In latter case US would reimburse recip-
ient country on pro rata basis for rehabilitation costs.

(b) Ships utilized for hemispheric defense and (except in case
Argentina) otherwise subject provisions existing MAP Agreement.

(c) Recipient country to pay rehabilitation costs estimated (in mil-
lions) $3.5 (DD), $2.5 (SS), $1.8 (DE). Under dependable undertaking
procedure described sec. 106 (b) Mutual Security Act substantial initial
payment required when rehabilitation commenced followed by prog-
ress payments and liquidation total costs prior delivery. About 5
months required rehabilitate DD, 6 months SS, 3 months DE.

2. Emphasize and insure other Govt understands US expects ships
to replace obsolete vessels. Details re rehabilitation new and retire-
ment old ships to be discussed naval channels.

3. Explain that if foregoing acceptable US Navy team desires visit
other country after Sept 1 discuss technical details program local navy.
Because law requires transfer ships by Dec. 31, 1960, US Navy must
develop firm rehabilitation plans earliest date.

If other Govt expresses strong desire acquire ships but states una-
ble meet financial terms offered, discreetly sound out without making
US commitment of better terms whether three-year credit terms would
enable it accept ships. Make this inquiry only where country strongly
desires ships. In accordance injunction para 1 above take no action
which other Govt can in any way consider US pressure accept offer.

' Source: Department of State, Central Files, 720.5-MSP/8-1358, Confidential.
Drafted by George O. Spencer. Sent to Santiago, Bogota, Lima, Montevideo, and Buenos
Aires; repeated to Havana and Rio de Janeiro.

2 This law, approved July 18, 1958, authorized the transfer of naval vessels to
friendly foreign countries; for text, see 72 Stat. 376.

3 For text, see Foreign Relations, 1955-1957, vol. vi, p. 265.
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Although info not disclosed publicly, other Govt may know
through non-US channels US plans bear rehabilitation cost ships
transferred Brazil and seven countries outside hemisphere. If (repeat if)
other Govt raises subject, Emb may informally state: (a) in response
US inquiries through diplomatic and naval channels prior enactment
ship legislation LA countries expressing interest in ships stated they
prepared assume rehabilitation costs, hence program presented Con-
gress that basis; (b) implementation special and urgent hemispheric
defense arrangement between Brazil and US necessitated Brazil re-
ceive ships on non-reimbursement basis.

Do not volunteer numbers and types ships offered other LA coun-
tries but provide info informally if requested. In latter event, state US
offer to Cuba being withheld pending stabilization Cuban political
situation to avoid charges US involvement Cuban internal affairs.
Countries and ships included program are: Argentina (1 DD, 2 SS);
Brazil (4 DD); Chile (2 DD, 2 SS); Colombia (2 DD); Cuba (1 DE);
Ecuador (1 DE); Peru (2 DD); Uruguay (1 DE).

Cable soonest reaction other Govt re offer and retirement obsoles-
cent vessels. Do not conclude exchange notes mentioned para 1 until
further instructed.

Herter

19. Editorial Note

On June 30, Congress enacted the Mutual Security Act of 1958
(Public Law 85-477; 72 Stat. 275). Section 502(k) of that act, known as
the Mansfield Amendment after Senator Mike Mansfield, prohibited
personnel of U.S. military missions abroad from receiving and ac-
cepting any kind of compensation or emoluments directly from the
governments to which they were assigned. This prohibition required
changes in existing military mission agreements on or before March
31, 1959 (the act became effective April 1, 1959), to establish the
necessary procedures for direct payment to the U.S. Government.

On February 10, 1959, the Department of State instructed the
missions at Asuncién, Bogotd, La Paz, Managua, Montevideo, Pan-
ama, Port-au-Prince, Quito, San José, and San Salvador to present
notes to their respective host governments proposing the necessary
changes. These notes also contained provisions for effecting lump-sum
payments during the period after April 1, 1959, the effective date of
the act. (Circular airgram 6828, February 10, 1959; Department of
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State, Central Files, 720.58/2-1059) In circular telegram 1034, March
11, 1959, a joint State-Defense message, the Department of State
clarified portions of circular airgram 6828, particularly with respect to
travel expenses, medical benefits, benefits in kind, and questions con-
cerning the amount of payments by host governments after April 1.
(Ibid., 720.58/3-1159) The Department circulated further instructions
under cover of circular airgram 8245, March 26, 1959, concerning the
procedures Embassies must follow in accounting for contributions of
host governments to overall support of the military missions. (Ibid.,
720.58/3-2659)

In a memorandum to Ambassador Dreier, April 7, 1959, reporting
on the status of Mansfield Amendment negotiations in Latin American
countries, Weldon Litsey reported: five countries had agreed to the
necessary changes in payment procedures (Colombia, Costa Rica, El
Salvador, Haiti, and Paraguay); two had been requested to cease pay-
ments to individual mission members pending negotiation of a new
military mission agreement (Chile and Guatemala); and that negotia-
tions had been initiated with the remaining eleven (Argentina, Bolivia,
Brazil, Dominican Republic, Ecuador, Honduras, Nicaragua, Panama,
Peru, Uruguay, and Venezuela). Litsey also reported that all govern-
ments had reacted favorably to the requests to revise the military
mission agreements, with the possible exception of Brazil, where there
were technical questions concerning whether Brazilian budgetary law
would permit payment directly to the U.S. Government rather than to
individual military mission members. (Ibid., ARA/ISA Files: Lot 65 D
285, Mansfield Amendment)
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20. Memorandum From the Assistant Secretary of State for
Inter-American Affairs (Rubottom) to the Special Assistant
for Mutual Security Coordination (Barnes)'

Washington, November 10, 1958.
SUBJECT

Loan of U.S. Naval Vessels to Latin American Countries

Pursuant to authority contained in Public Law 85-532, of July 18,
1958 and the recommendations of the Defense Department, we have
offered U.S. naval vessels, on a five-year renewable loan basis, to the
following Latin American countries on terms requiring them to make
full cash payment in dollars for costs of rehabilitation: Argentina (1
destroyer; 2 submarines); Chile (2 destroyers; 2 submarines); Colom-
bia (2 destroyers); Ecuador (1 destroyer escort); Peru (2 destroyers);
Uruguay (1 destroyer escort). An offer of one destroyer escort to Cuba,
the only other Latin American country, except Brazil, named in the
legislation, has been withheld pending stabilization of the political
situation in that country. For reasons related to the U.S. military re-
quirement for a missile tracking facility on Brazilian territory, Brazil
has been offered four destroyers, the cost of rehabilitation to be borne
by the U.S.

Although existing legislation does not require that Latin American
countries bear the expense of rehabilitation, the State and Defense
Departments agreed, prior to the introduction of authorizing legisla-
tion into the Congress two years ago, that Latin American countries
would be required to bear such costs. When approached at that time,
Latin American countries expressed a desire to acquire ships on those
terms, and the Navy Department subsequently advised the concerned
Congressional Committees that the ships would be transferred to Latin
American countries on that basis.

It is clear from Latin American responses to our recent offers that
every one of the countries offered ships, with the possible exception of
Uruguay, desires to acquire them. It is also clear that none can afford
to make full cash payment in dollars for the substantial rehabilitation
costs, estimated by the Navy Department to be as indicated below
(cost of rehabilitating ships of same type varies, depending on type of
equipment recipient country desires on ships; patrol craft are shown
for Ecuador, which has requested them in lieu of a destroyer escort):

! Source: Department of State, ARA/RPA Files: Lot 61 D 374, Military Assistance
Program—FY 1960. Confidential. Drafted by Spencer.
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Totals
(in millions)
Argentina 2 submarines ($2.315 each)

1 destroyer ($2.500) $7.130

Chile 2 destroyers ($2.776 each)
2 submarines ($2.256 and $2.384) 10.192
Colombia 2 destroyers ($2.485 each) 4.970
Ecuador 4 pat. craft ($0.545 each) 2.180
Peru 2 destroyers ($2.795 each) 5.590
Uruguay 1 dest. escort ($1.700) 1.700
Cuba 1 dest. escort ($1.700) 1.700
$33.462

After carefully assessing the Latin American reaction to our recent
offers, I am of the opinion that it is politically necessary for us to offer
Latin American countries more favorable terms of payment. The pres-
ent program was developed and discussed with Latin American coun-
tries two years ago, on our initiative, in order to: (a) induce Latin
American countries, in furtherance of our arms standardization policy,
to purchase U.S., rather than non-standard European vessels, in re-
placement of their obsolete ships; (2) to increase their capability to
perform a modest but significant naval patrol mission in hemispheric
defense; and (3) to try to reduce Latin American naval expenditures by
offering less costly and more militarily desirable vessels than those
being offered by European countries. Experience had demonstrated
that Latin American countries would turn to such sources of supply if
denied the opportunity to procure U.S. equipment.

Since the U.S. initiative of two years ago, Latin American coun-
tries have shown a lively interest in the ship loan program and have
carefully followed the progress of the authorizing legislation through
the U.S. Congress. With the enactment of that legislation this year,
they are anxious to acquire the ships. However, they expect us to
accommodate our terms to the acute dollar shortages which worsening
economic conditions during the past two years have created in most
countries.

In view of the very poor financial status of most of the other
countries, I have given careful consideration to arguments that may be
made in favor of our assuming part or all of the cost of rehabilitation
through our grant military assistance program. I have reached the
conclusion that an offer of ships on terms of three-year credit, as
authorized by the Mutual Security Act, would steer us through the
political difficulties created by our recent cash offers. Furthermore, I
would hope that the indebtedness incurred by Latin American coun-
tries for rehabilitation of the ships might have the salubrious result of
causing them to forego, for at least a three-year period, purchases of
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unnecessary and more costly naval vessels, such as aircraft carriers,
from European sources. Finally, neither the Defense nor Navy Depart-
ment has recommended that the U.S. bear the cost of rehabilitation. I
am therefore inclined to believe that while U.S. military interests will
be served by transferring the ships to Latin American countries, such
interests are not of sufficiently high priority to warrant our requesting
the next Congress to approve for FY 1960 a grant military assistance
program for Latin America substantially greater in cost than that
authorized by the Congress for FY 1959.

Recommendations:

1.That you obtain the Executive Branch approval necessary for an
offer of ships to each Latin American country named in the legislation
on terms which would permit it to pay for rehabilitation over a three-
year period, as authorized by the Mutual Security Act. Although an
offer would not be made to Cuba at present, we would like to be in a
position to make such an offer in the event that changed political
conditions in Cuba should cause such an offer to be in our interest.

2. That the above approval be obtained expeditiously in view of a
recent Swedish offer to Peru of destroyers on terms permitting pay-
ment in Peruvian minerals over a ten-year period. 2

2 There is no indication on the source text of the action taken on these recommenda-
tions.

21. Letter From the Special Assistant for Mutual Security
Coordination (Bell) to the Chief of the International
Division, Bureau of the Budget (Macy)'

Washington, March 24, 1959.

DEAR MR. MAcY: You will recall that during the presentation of
Public Law 85-532, which as subsequently enacted by the Congress
authorized the loan of 48 U.S. Navy vessels to friendly countries, the
Executive Branch indicated its intention to require the Latin American
recipients involved to bear the costs associated with the reactivation of
the vessels to be loaned. We have now found that the economic and
political situation in the recipient Latin American countries will neces-

' Source: Department of State, Central Files, 720.5621/3-2459. Confidential.
Drafted by Robert L. Burns, Athol H. Ellis, and Seymour Weiss of the Office of the
Special Assistant for Mutual Security Coordination on March 23.
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sitate the provision of grant aid to cover the rehabilitation costs.? We
are working out plans with Defense to undertake a program with
respect to those vessels which can be reactivated from funds available
in FY 1960. (You will recall that funds were included in the FY 1960
MAP for this purpose though originally it was planned as a credit
financing transaction.) We also plan to consult with the appropriate
Congressional committees with regard to this matter in the very near
future.?

Because of the long standing interest of the Bureau of the Budget
in this program I wanted to inform you of our latest plans. I shall
continue to keep you informed of any further developments which
may be of interest.

Sincerely yours,

John O. Bell*

?In a memorandum to Bell, January 26, commenting on the budgetary problems
posed by the need of the United States to finance out of grant aid to Latin America the
rehabilitation of vessels authorized for transfer under the provisions of PL. 85-532,
Rubottom stated in part: “We cannot, in the FY 1959 and FY 1960 programs, absorb all
of the $10 million required each year for ships by deleting ASW aircraft from the
programs. Irrespective of the apparent poor prospect of finding other items which could
feasibly be removed, I recommend that the Defense Department be requested once
again to try very hard to find, in each yearly program, items amounting to $5 million
which could be eliminated and the savings applied on [the rehabilitation of] ships. I
concurrently recommend that the levels of both the FY 1959 and FY 1960 Latin Ameri-
can programs be increased by about $5 million, so as to provide the additional funds
required to implement the rehabilitation during those two years.” (Ibid., ARA Special
Assistant’s Files: Lot 62 D 24, Military 1959)

* See Document 23.

¢ Printed from a copy that bears this typed signature.
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22, Memorandum From the Deputy Assistant Secretary of State
for Inter-American Affairs (Rubottom) to the Deputy
Director of Intelligence and Research (Arneson)’

Washington, February 27, 1959.
SUBJECT

Counterintelligence School for Latin American Armed Forces Officers

With your memorandum of February 12, 1959 to Mr. Murphy you
submitted a memorandum from General Willems, ? Assistant Chief of
Staff for Intelligence for the Army, directing General Collins to pro-
ceed with the establishment of a comprehensive program to assist
appropriate agencies in Latin America to set up effective internal secu-
rity measures against Communist penetration and subversion. Al-
though we appreciate that this directive was furnished by General
Willems as a matter for information only, it would appear advisable
for the Department to point out, in the channels through which this
memorandum came, that the program envisaged by the Army appears
to be, in several respects, in conflict with existing programs and proce-
dures:

(1)The problem of internal security in Latin American states is
coordinated in the Operations Plan for Latin America dated May 28,
1958° and in particular in the Overseas Internal Security Program
Annexes for Bolivia, Brazil, Chile and Guatemala (dated January 17,
1958).* These documents specify the roles of the various overt Gov-
ernment agencies in the general effort to improve internal security in
Latin America and to counter Communist subversion. Under the pro-
gram, for instance, ICA has undertaken a number of training and
demonstration activities in the area and is contemplating new pro-
grams and projects in several Latin American countries.

(2) A number of problems arise with respect to the conflict of
jurisdiction between various Government agencies in the implementa-
tion of the courses of action outlined by General Willems. For instance,
item 5(c), which requires consideration of the “immediate establish-
ment of a mechanism as well as the development of inducement for
the appropriate exchange of information between all countries of the

! Source: Department of State, Central Files, 711.5220/2-2759. Secret. Drafted by
John C. Hill.

2 Copies of these memoranda, February 12 and January 23, 1959, respectively, are
ibid., Intelligence Files: Lot 58 D 776, Latin America.

* Document 3.

* None printed.
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Western Hemisphere on Communist personalities, techniques, plans,
objectives and operations in Latin America,” overlaps and is possibly
in conflict with the responsibilities of the Department of State for the
implementation of the Resolution of the 10th Inter-American Confer-
ence held in Caracas in 1954 which requires such exchanges.’ In
practice, the Department has met with a considerable number of politi-
cal difficulties in trying to implement this Resolution.

(3) Another Government agency also has responsibilities and pro-
grams in this sphere, which may conflict with those proposed in the
directive.

(4) It might be desirable, therefore, for the Army, before proceed-
ing to the development of a plan for its activities in this field, to
consult with the appropriate committees of the Operations Coordinat-
ing Board as well as with the Department.

5 Reference is to Resolution 93, entitled “Declaration of Solidarity for the Preserva-
tion of the Political Integrity of the American States Against the Intervention of Interna-
tional Communism.” For text, see Tenth Inter-American Conference, Caracas, Venezuela,
March 1-28, 1954: Report of the Delegation of the United States of America With Related
Documents (Department of State Publication 5692), Washington, 1955, pp. 156-157.

23. Letter From the Acting Secretary of State to the Chairman
of the Senate Armed Services Committee (Russell)’

Washington, April 20, 1959.

DEAR SENATOR RUSSELL: I am communicating with you regarding
Public Law 85-532, of July 18, 1958, which provides that a specified
number of United States naval vessels from the reserve fleet may be
loaned for periods not exceeding five years to foreign nations named
in the legislation, including eight Latin American countries.

Section 3 of the Act provides that all expenses involved in the
activation, rehabilitation and outfitting of the vessels, including re-
pairs, alterations and logistic support, shall be charged either to funds
programmed for the recipient government under the Mutual Security
Act of 1954, as amended, or to funds provided by the recipient govern-
ment under the reimbursable provisions of that Act.

' Source: Department of State, Central Files, 720.5621/5-2659. Confidential.
Drafted by Spencer on April 16.
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The ship loan program proposed for Latin American countries
named in Public Law 85-532 was first presented to your Committee
over two years ago as a project intended to: (a) increase the capabilities
of recipient nations for collective hemispheric defense by providing
them with modern-type vessels in replacement of some of their over-
age ships; (b) encourage a reduction of Latin American naval expendi-
tures by offering recipient nations ships less costly and less expensive
to maintain and operate than those being offered at the time by Euro-
pean suppliers; and (c) maintain the effectiveness of our naval training
missions in Latin American countries. When such countries procure
non-standard European vessels, they develop a requirement for Euro-
pean military missions capable of furnishing them with technical ad-
vice in the maintenance, repair and operation of European equipment,
and for replacement parts from European sources. The result is to
diminish the capability of Latin American navies to participate in
collective hemispheric defense, under the Rio Treaty.

Prior to the enactment of Public Law 85-532, it was our intention,
in the event that the Congress should enact enabling legislation, to
loan Latin American countries 