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Buenos ailres, Mareh 18, 1947

Subjeet: Conversation with Mr. EIRaNDA, Fresideat of
the Central Bank of the argentine

The llonorable
The LSeeretary of Utste,

saahington,
Sl

1 heve the honor to inform
& luncheon Loday 1n the uubasay
¢n the “Gﬁuﬁiﬂﬂ of the visit to B
the Yresident o¢f ths Hatlensl City
Er. SQUIRE, the Viee President of
the Freslident of (he Centreal ﬂﬂwL of %Thas B
iy, CEREIIO, the Minlster of Fluance, were present,
the guests were leaviag, ¥r, Slranda lndicsted he wished
to resain and after taking up several routine uatters
wirieh he @ianaﬁ to dlscuss with me, he entered lato a
long coaversation Iin whieh scme Tuadamental aspects of
the Jrramt{ua situation were covered., I am reporting
on tilas conversation briefly as it is my bellel that the
seeretary when he returns fr"ﬁ Epaeow, the deting Jecre-
tary, &r. .;sﬁﬁﬁ:ﬁiz‘»ik, and Er, Clal iy S4u T“. a}\f‘uz:; will
e mueh interested 1 the pubstange of the nvergstion,
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Briefly for baekground, I must repeat thet as the
Vepartment s aware from d eapateches of this ,Wpassy,
Hr. ¥iranda as Fresident of the Central Pank has becoume,
in many waya, the most lmportent man in the wovernmeat of
the Argentine nex! to the Vresident. This is dus to twe
factors: 1) that he is a competent businessman and ad-
ministrateor; and 2) because as the heal of the Central
Bank, whieh is by Tar the best Junctlionlng organism of
the arsentine Government aand for whleh reason so mnany
fanctions w ich otherwlse go iate other MHinistries are
csntered todasy in ir. Kirsnde snd the bunk.

Becnuse of his competence and the organ wihieh is
under his direetion, and bLeoawse thne rresident 1ls laoking,
in many reszpeets, in ccmpeteant evllsboraters, ir, liranda
bas the complete eonfidence of the ‘resident in apite of
the fast thst by, ¥ireands frankly stetes, and in the
presence ¢ the President, that he 18 not interested in
pelities but that he s Lu the “over uweal te malintaln
private gcapital and ianltiative whieck he belleves are the
foundation of any scund sconomy.

dr, Mirsndea made the following observations in his
conversation wlth me,

1. itk
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1, %ith reference te the banking law wiich was
enaoted during the sarly perlod of the present Governe
went and whieh law was zush eritieized by the fersiga
panks, he suld that he was respossible for it sad son~
trary te statements commonly maede In the argentine and
elasewhere that he had received advice from certaia
forelgn techniclans and experts in connestion therewith,
it was hils work., He sald that Jenater FOLINARI and a
very e¢onsiderable majority in the Congress who hold
radélesl views with respect to ,r‘v te enterprise had
been Iln favor of naticnallzatien of the forelen beanks in
the Argentine believing thet it waula be & generally
popular measure in the scuntry. dr. Elranda sald thed
n% realized thet thils would be a grest mistake in prisei-

ple, and do great damsge to ths argsniine economy, and in
orumy t¢ preveat much raﬁieai gedion by the Congress, he
had prepared the law for the exerelise of gertain cuntreol
of the banks through the Cealral Dank. He sald that the
slternatives had been natieonaslization of sueh countrel
and sc far as he was concerned, he had ne doubts as to
wiieh the right slternative had been. In this ccnneetlion,
he cobaerved that Mr. Brady, the Jreslident of ths Neutional
Clty Bank of New Yerk whe was now in the eity, would ob~-
gerve while he was here that the branch of the City Bank
heres was not having sny 4ifficulty in its cperations under
thls law, exceyt some additional paper work, and that the
branet wes showlag the best profit last year and so far
thls year 1a the history of the braneh.

It 18 laterestinz in thls coaneetion te note that
this 1a the first tise thet tils Labassy has been glven
this reason for the benklng law and there seams to be
little doubt of the correctness of the sbove statement
of dr. “iranda. vruamwni i the radleal views of Senater
Nelinari and o sonsldersble group la the vongress in both
the government and oppesitien party, there is ne doubly
and I personally during the sarly part of sy stay in the
argentline heard Senator Molipari S@;'?”ly gxpress hige
golf in favor of the nationsllzatlicn of the {forelign
banks as well as other forelgn aubﬁf rises,

Bs Wy, Hirande seld Shet the Government was golaog
to out down on the budget for the .ray and Armed Foreces
whiceh was by far ton large now and that these cuts were
being made eurrently. ie¢ sald thst s eut of &0% 1a the
expenditures for the armed Vorces was eontemplated during
the next 12 montha, Il¢ hed already disoussed tuls at -
length with the Zresident whe was fully ia avcord. Neot
only the argentine, hut cthers of the auerican cocuntries
were spending far too muech on arms when there was abso-
lutely no need for thelr dolang se, snd when it was in
many respecis money wasted., He aasld that the srgeunt!ne
now hed an Arsy of some 100,000 men whleh was teo mueh
and thet this was going te be oeut down te 70,000 is the
next 12 menthe., S¢ far as expenditures for armasent
wihieh the Armed Torces wished tec make, sowe of them were
justiried beeause they had not had any msterial for years
but mest of the expenditures were not Jjustified because



mailto:iatar@stl.rig

the Argentine had ne quarrel with anyone and there was
ae thousht of war or danger of war with anyone la this
hemisphere, Jome of these arass wileh the Army wented
were neceassary for tralning. ‘rnar@ they wuatau Jant
a8 play thiage. It wus necesasry for the Argeatiane to
eut down her expenditures for a"qmmﬂata snd 1t was to
be hoped that other etuntriss in Latin americs would
do the aane for socerdiampg to My, diranda in propertion
to thelr rescurces, thelr expenditures i: soume ceses
are even grester for thelir Arwmed Forees than those of
the Argentine.

sald thet the millitary had thead range ldeas
ef what they wanted snd nesded whea 1t would szerve no
purpese whatever for the only wer ia whieh the srgentline
eould posalbly be engeged wag ln the av&nt there was
ancther world war, ln which case of sourse the azerican
renublies would be with the United Hta ) &id the argefi-
tine would bhe thers at the outaset in that caass, any
aruaments which wers asgulred now or which tae uw,j how
Hed w '-Li“ll’i b Tor tie moat ' £ 118t ]

orthwhile ae? f*&} would have t¢ be acgulired from wﬁ.
L% ﬁaix That g dinfater ol %war and i pter of Aviation
had btoth recently asked for g_wg. sums ol aoney
for csertalin miijﬁm?? axpend and the Jresident had
referrod them t0 him as the ?;:y?: pifTicey apd he had
refused tihe money on the gre B was needed for
more ccastruetive purp «ses. 433 i1 fu“s iid that when
the of fér by the Skode of arms st low prices wus dls~
cussed, he had steted with the @uahuratg of the iresideant
that there waz no mneoney availsble for purchase of arns
from 3koda, )a sald that the military had certain plans
which he eould ,;ima understand they uip;t have as militery

men, but that 3 :ra%iunat WD in ¢eomplete acoord that
these plans ~gm~“ i ived expenditures on u oconsiderable

seale could not bee ried through,

While &y, dirands 4i1d not y 80, 1 gathered from
what he said in connection with this cut of HOF wileh they
planned to make in the military budget during the semt
year, it mizht be pussible that the Argentine Governuent
in dus ecurse may pi s8é¢ to the other governa
Latin America slmilar euts in thelr milltary
lishments, In this connection, he referresd Lm the mili-
tary budget of Chile whlch he sald covered mure than
half of the nationel income while oaly 45 went te publie
*40!‘&8 «

3, He sald that the Povernuent was determined te
sonserve iis resources Ior productive purpuses and us an
example refsrred tc a projeet for the erecilion of a
publie bullding whieh had been preposed by & Kinister,
tbu bullding tc ecat ?;,uag,o~a pesos, He ssid that
the project had been definitely turned down ss there was
ne need for such zn elahorale auilding.

4o OSpeaking of the commercial arran: ements wiieh
the Arpgentine 1s naking with Ler neighbors, he said that

gas of
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ene of the objectlves was to help to astabllize the
economies of these couatries asgaingt the ineressing
inrvads ¢n the part of indigencus Communism. aAnother
purposs was to assure themselves of ccntinul surkets
for agriounlturel products szad the scurees of certaln

raw materials whieh were needed in ths incustrial
progras of the Government. He sald that 3G conmerelal
agreenents would do a gra@z deal to stabllize ths situe
ation in s ome of thess eccuntries and a‘u “V gutting down
the ¢cst ¢! armazents ’ﬁ-.}“ .«f’i&ﬂ;‘fiug, dlstru between Lhe
countries and atabllizing conditions waé in them

i
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B He amp uaau‘ﬁ 1zed
he has freq: L

& busgineasman EXGu
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he was ia the “overnment, as
ma, not as & pelitieisn bul as
wWas negewsury to mal in private
the ouuntry 1i 1;&?% wEs tv be
any ﬁfuu& sconomic structure und business development
thereol. lia knew 3um@ bhe Lrun&s whieh weare current
in the Argestine as well as in r ameriean escuntrlies
and In other parts of thke world, and he was wlilisg te
make tue racaal sasevifie nyolved in belsg in the
governmeat, and to negleet his ecnsiderasble perscuael
business, beanﬁ&@ he had complete cvafldenes In <resideant
FERON @8 a man sand 48 a patricotie Argentine, e sald he
wss aoct intevested in any partieular administration or

in polities aa such but thatl he wes convinced that the
poliey welns followed by the pressnt “overament was
negeasary for the future.
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6. 1In this @&uﬁac%imn, he referred to the feramation
¢f the Instituteo Arceatinoe urn ia Promoei iel inter-
cazbhio (Ic«l.é- «X)e He sald ti : "x} foermation of this
Institute Lad been very sueh eritieized as well sz its
eperations, He seld thal from the beginniug of the
present administrstion he had realized that if every
move of the Vovernment in the ecvnomie rield had to be
govered by & separate law by tha VWJHM@M{ it would have
been lmpossible te earry throu 3 tive pro-
gram because of the inccmpetenge of n ef the members
¢f the Congress and because ol the radieal ideas of se
meny, both in the government and op =k4big~ iq‘vv. e
had, therefore, cuncelved tiis idea of the ilnstitute
and hed been able to get adsgus te support *Lr it und &
law had beeu passed by the Cougress 04&q11 # the ianstituto
and giviag it very breoad powers. le said that the chele
had frankly been between iJQA,acL.y to povernsent, and
revolution, or the orgacizetion ol ths Iastitute whieh-
would have hresd powers Lo carry oul necessary acts for
ths stablilizetion of the economy of the A satine ilu the
diffieult world situstion, and te provide for the lme
sroveasnt theracy,

He sald thaet i{ the meat agresunesut with tritain
bad t¢ be submitted to the Congressz, U ere weuld have
been no mesat av*ea&mnt whieoh would heve been very bad
#l]l arcund, Ho sald that if the purchase of the aweriesn~
owned telephone csompany uu; of the Uritishe-gwned rallways
had bad t¢ be spproved by the Leungress, these transactiocas
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important for the eountry and whish were mede on a very

sound basis, oould not have been surried through because

there would have beeon attempts on the part of the radle

cal mesbers of the 5*:*?‘3% in both the « ]
realtion ETOUp to br & about explo

govsrnment €o ?I’.r and e ~rr}ueht, !

lnvolved a

contregt end
) pnearned

<ngtituto, he sald, was the lostrument
{ t0 invent as a delense acainst revol
i have growhi ut o & bresi down of
#ould have been lanesvitable Jue
the gount

549 Dk

sarenthetd
is the fir

ts & pueh disecussed and nueh eriticized
tine. «any of the programs whieh are
unuar the Instituto sueh se the c&mt""
and other argentline products ave
of eritlicism within the eouatry
it is interesting, LtW“Vﬁf, tpa,
Four month
ﬁluﬂt““ who are
gertal .T;l,‘v have
LUVe co te resliize th ¢
gu;pu,h the Insti Lutc Lsave gons far
initiative and caplval agsinst
2 “ the govarnseat and
in ruahleﬁa in sgne
, his ecaversation,
the views whieh
ruaaru a; %riv@te
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gtatenent by &«r. Eirands I :
y 1 eut down Lhe aprmed
by S0%k i“ g ¢ next 12 months, I am
to what degres the aryentine Uovernment
this plen., Kr,. @irasnda was mcst def'l
ths pluﬂ has the definite approval of the
view of the fect that there are laudloe L’!Cs!e“‘
‘resldent and cothers in the Government are
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endeavoring to lessen the influence of the Army in the
life of the country, the foregoing has further signi-
ficance.

In this connection, I find that I neglected to state
that Mr. Miranda observed that steps are already being
taken to cut down the size of the Army, and to change the
times of the usual Army maneuvers in order to make it
possible that more men will be available for useful and
productive work, particularly the harvesting of the
crops. There is a very great shortage of manpower in
the Argentine, and there 1s perhaps no country in the
American republics in which the need for immigration
is more definitely felt than it is in the Argentine at
this time.

It may be noted in connection with this conversation
with Mr. Miranda that when he first assumed his position
as head of the Central Bank, he was quite unfriendly,
or at least deeply critical of the Uplited States in many
respects. This came to me in various ways from responsible
sources. It is obvious that he is completely changed in his
attitude and is now friendly and one of thie prinecipal
exponents in the present Argentine Government of close
y collaboration with the United States. His strength in
" the argentine Government lies particularly in the fact
that it is generally accepted that he has no political
ambitions.,

It is unfortunate that the two most capable men in
the Argentine cabinet, the iMinister of Forslgn Relations,
Dr. BRAMUGLIA, and Mr. Miranda, the President af the Central
Bank, have no love for each other. They mutually respect
each other but there have been many points of conflict
between them before they entered the Government and these
persist. This personal and mutual dislike, however, while
it is very real to my knowledge, has not up to now pre-
vented them from working together in constructive measures.

If the plans of %the argentine Government to cut down
military expenditures by 50% in the next 12 months are
carried through, it will be a most signifiecant move. No
mention has yet been made of this to my knowledge and
Mr., Miranda's statement is the first which I have had in
this connection. In view of the faet that ir., Miranda
was speaking to me in an entirely perscnal way, I would
appreciate very much this information being kept alto-
gether confidential.

Respectfully yours,
= &—'J:W"

George -. Messersmith

Teo Department in quintuplicate

Copy, Chief, Division of River Plate Affalrs
File No. : 851/850/820

GSlMessersmith:elp
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