Buenos Alres, Argentina.
Septenber 18 N 1940,

beay Sprullle:

I have from time to time sent you some informstion
of & very confidential character with regard to the
Brazilian Ambassador here, lusardo. On lpgnday morning,
September 16, he came In to see me to talk about wheat,
but I will refer to this later.

'hat same morning there had appeared in la ‘renss

a dispatoh from Ric de Janeiro to the effect that decrecs
were about to be signed by the Brazilian Covernmeant re-

ieving Lusardo of his funetions here and Mertins of his
duties in Yashington, This naturally causeéd a good deal
of comuent here but ne further comment in the press.
“hen Lusardo came In to see me oun the same day that this
erticle appeared in la 'renss from Rio, he made no mention
whatever of it, and 1 uade no mention, of course.

Laboriste there aprears an article to

Teot:

itk respect to the motive of the trip whieh
the Ambassador of DBrszll to the Argentine, ir.
Juan Bautista lusardo, is meking to his country,
he has uade statements tc the effect that the
rusmors which circulated lately in the sense that
he had been offered a high post in the governuent
of Ceneral Dutre were not correct. Ile added that
his trip was motivated by the desire to be present
on September 19 at the ceremony in connection with
the proamulgation of the new Congtitution of Brazil,
and to be present the day following at the election
of the new Vice Fresident of the Republie, whiech
will be carried through by the constituent assembly.

In today's
the following ef

He saild further that he would be presont at the
comzerclial negotiations with the Argentine whieh would
be carried on by functionaries of his Government and
the special delegation of the Argentine headed by

ir.
The Honorable
Spruille Braden,
Assistant Secretary of Statle,
tiﬁ:taimton’ De !v.




Mr. lagomarsino, the Minister of Industry
and Commerce, He closed his statement by
saying that he would return to Buenos Alres
@s soon as possible,

When the Brazilian came in to see me on the morning
of September 16 he said that he was having all of the
Chiefs of Mission of the American Republies for lunch on
September 20 and asked if I could coms, I said that I
would do so, He called the EZmbassy on the evening of
September 17 to say that he had to leave for Ric on Sept-
ember 18 and would not be able to have the luncheon he
had planned,

I do not know what the real reason for Lusardo's trip
to Brazil is, That he is uncertain in his post we know
here and you know in the Department, Whether there will
be any change in his assignment is another matter con-
cerning which I am not able to form any worthwhile opinion
here, except that I think it is certain that he has lost
a good deal of prestige here for various reasons and his
friendship with President Perén does not seem to be as
cloase as it was before, What the exact reasons for that
are I do not know, but Lusarde is a very indiscreet in-

dividuel and it is possible that he has presumed some-
what on that friendship.

The situation between Brazil and the Argentine in
some ways 1s not at all good end I wish I were able to
have a definite opinion as to where the blame really lies,
Most of the difficulty seems to arise out of the faet
that the Argentine is not sending Brazil the whest which
she needs and the Argentines are not getting from Brazil
the rubber and other articles which Brazil asgreed to send
them, The Argentines say that Brazll says that she can-
not send the rubber and textiles, ete., because she does
not have them, and the Argentine responds by saying that

she cannot send the wheat becsuse she dces not have it,

As you know in the Department better than I, Brazil
has been getiing her wheat from the Argentine for years
and the Brazilian importation of wheat runs from 1,000,000
tons to 1,200,000 tons a year. Brazil has been one of the
best customers of the Argentine for years for wheat and
she is, of course, the natursl supplier of wheat to Brazil.
Similarly, Brazil is the natural supplier of certain
articles to the Argentine, but recenily things have not
been going right, and as I said earlier in this leiter,

I don't know where the fault lies and which is the more to
blame,
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On September 16 when Lusardo was in to see me I
told him that I was extremely precccupied about this
question of wheat and asked him tp tell me what the real
situation was. He went 1lnto great detall with regard
to the conversations which he had been having with Presi-
dent Perdn and Foreign Minister Sramuglia. He sald that
in spite of his strong presentation of the matter to both
of them, that not a single sack of wheat had been sent
from the Argentine to Brazil in July, August, anéd up to
September 16, the day of our conversation. lie said that
thfs was creating a serious situation in Brazil, for the
flour mills were 1dle and stocks were practically nil.
According to lLusardo, who had presented this matter in
the strongest possible way to Pe:Gn and Bramuglia, they
had responded by saying that the stoeks of wheat in the
Argentine for the rest of the year were so low that they
simply ocould not send any wheat, and of course they had
reproached him becsuse of BSrazil's failure to send rubber
and other goods which Brazil had agreed to send. T asked
Lusardo several times whether it was true that the Argen-
tine had not shipped any wheat durlng July and Au;ust and
80 far in September to Erazil, and he agaln assured ne
that the Argentine had not sent "a single sack”,

I was very much struck by what lLusardc told me, be-
cause on Fridey evening, September 13, Sranuglia asked
me t0 accompany him to the Casa Hosade to see President
Perén. 'vhen we arrived there the President received us
{mmediately and he immediately plunged into a discussion
of the dangers of Cosssuniss which he saw developlig in
some of the American countries. Ile sald that he saw no
danger of Communism in the Argentine because they would
know how to tike care of the situation and besides that
Comaunism would not have a fertile fleld in the Argentine.
ie spoke of the situation in Chile and seld that it now
seemed certain that Gonzdlez Videla would be elected by
the Congress, and as he had been elected with the help
of the Communiste and had so many promises whlsh he had
made to the Communists, he thought that within six wmonths
the Chilean Government would be in control of the Com~ .
munists., Perdén sald that if the number of Communist
¥inisters in the gévernment of Gonzélez Videla could be
kept to two it might be possible to control the situa-
tion in Chile, but he spoke of the very dangerous situs-
tion with respect to the Communists in the north of Chile.
He sald that Chilean Communists were active even outside
of the country and that they had found an infiltration
of Chilean Communists in the Argentine through Mendoza
and had had to put a stop to it.

iith




With respect to Brazil President Perdn said that he

was very much disturbed and he saw the possibility of a
very sarious situation there, and that he had informa-
tion thet Comsunism was already making some progress in
the urazilian army. IHe spoke of the possibllity of
growth of ‘ommunist strength in Paraguay anéd in Bolivia.
He then went on with a favorite theme of his, to the
effect that we snaula do something in the “‘uricah o
put an end to Communism and that this invelved Joint
action by the United Otates, the Argentine and all of
the American governments. le went sc far as to suzcest
that he thought it would be a good thing if I could make
e trip home in the near future to discuss this matter
with President Truman and Secretery Byrnes, for he felt
that SGMﬂtbin% would have toc be done to stop this move-
ment before 1t was toc Late.

I told the freaident that I agreed with him as to
the ;dpo"tance of the Communist nenwce in some of tnc
American countries., I said I did not see what join
action the American countries C“u*u take at this ti ‘a,
because anj action which the American countries agreed
tc take Jointly would simply infuriate loscow and ine-
crease th diffioulties which we and others were having
in Farig and in the big pleture., I sald that any com=
mon &ction which would Le undertaken here, whether 1t
were to be undertaken quietiy or openly, would bs known
to Moseow, and I thought it might have more bad effects
than good at this time. I told him I thought the best
meens of combating .ocmmunism for the present was Tor
every one ol the Ameriecan countries to take the appro-
priate stepa to keep its house in order. I sald that
one of .the L pog,%ut things :ws that we had to see that

here wuas noe hunger and no d stress in these countries,
for hunger and distress were the surest way of bringing
on Communism or glving “urenath to the aovemwnt. Progie
dent Perdén agreed with this and sald that he saw 4iffi-
eulties, but that he felt some jolnt action wus necessary.

With respeot to his statemsnt that he thouwht it
might be desirable for me to make & trip home to discuss
this Communist situation with President Trumen and
Secretary Byrnes, I sald there were seversl reasons egainst
it which were for the present controlling. I sald Suat
if 1 left here for VWashington, no matter what moivive T
gave for the trip, it would lead to a lot of speculation
which would not, in my opinion, do any good in the present
circumstances. I sald further that I eculd not think,
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for physicael reasons, of taking a trip by alyr ut this tine
unless it was absolutely indispensable., I said that I did
not mind traveling by air, but rather liked it. I sald
thut my stomach condition was much improved but that the
outlet of my stomach was still not funetioning normally
and that I was on this extremely striet diet and had to
teke the greatest care and resirict my activities sone-
what, snd that even though such an air trip weould not

seem to be a strain becsuse I did not mind air travel,

it would necessarily be a strain and might provoke the
some situation which laid me low in the beginning of July.
The Presldent said that he thoroughly understood that but
he still felt that when circumstances permitted I should
make such a trip to discuss this matter because he con-
sldered 1t very serious. -

I told the President thet now that the Acts of Mexie™
City and San Francisco were ratified and that they had
taken what seemed to be adequate action in the rield of
enemy schools and institutions, there still remained this
question of enemy property and aliens, and I thought in
any event, before we could collaborste with the Argentine
in any such broad movement which he had in mind we would
have to get that situation straightened cut. “e then dis-
cussed &t some length what the Argentine is dolng in the
way of liquidating the matter of enemy property and aliens,
and there isn't any doubt that they are making progress,
but I teold him that progress was not yet adequate for him
to meke any recommendations to ny Covernment so far as
enemy property and allens were concerneé. The President
sald that he understood this but hoped that I was ine-
forming my Government thatthey were working very hard on
this matter zud what their difficulties were, but that
they would surmount them, I expressed the hope thet in
the course of several months they would have their program
so fully under way with respect tc enemy property and
aliens that no question resained with respect to thelir
good falth and performence. I told the Presideat that I
was keeping my Covernuwent objectively informed of what was
happening here, and I thought they had made great progress,
but in the field of eneny property and aliens there was
still a& great deal to do. The President sgain agreed,
but said that he thought it was too bad we were losing
time in this matter of really working together in combat-
ing Communism, It was, in hils opinion, only by coumon
action that it could be arrested end that in some ways
an American conference to take measures with respect to
Communism was more lmmedlately important even than the
meeting for the defense pact. The defense pact was to
meet a situation which would arise out of war and the
imrediate problem was to combat a movement which might
provoke war. He sald that one of his principal pre-
occupations was that some of these countries, in gise




it came to war, might not be able to align themselves up
properly because of the strong Communist sentiment which
already exlisted in several of them.

Incidentally, in this connecticn I may say that a
few days ago one of my best friends from Chile,who is a
very well-Informed man, passed through here and he said
that he was deeply concerned about the situstion in Chile
and that he could see the possibllity, in case of a war
against Soviet Rassia, that we would not get "a pound of
copper out of Chile™.

I left this matter is suspense with the President in
the conversation under reference, But I sald to him that
I thought in the meantime we must do everything to conbd
Communism, I saild that for that reason I could not under-
stand why adequate quantities of wheat were not going
from the irgentine to Brazil. The President then went on to
speak about the relatively low stocks of wheat in the Are
gentine. He sald they had completely miscalculeted their
stocks, He sald thet at the most they had 160,000 tons
available for export between now and the end of the year.
He asked me what our own estimates were. I told him that
I was sorry to say that our own latest estimates in the
Embassy of avallable stocks were between 160,000 and
200,000 tons for export and that this would not be suf-
ficlent to meet even the Brazilian needs if all the Ar=-
gentine wheat were sent to Brazil.

The President then spoke of the fallure of the braz-
illans te send rubber and other goods which they had
promised to send, but he sald that in spite of that they
were sending some cargoes of wheat to Brazil. I cannot
reconcile what the President says, that they are sending
some wheat to Erazil currently, with what Lusardo says,
thaet not a single sack has gone since the first of July.
I am trying to check up here, but at this writing camnot
say which one is right.

One thing we do know, and that is that the stocks of
wheat available for export in the Argentine are sualler
than we had thought. Jorge Born came in to see me the
otheyr day and seid that he wished 1t to be clear that he
was not speaking from a business point of view, but that
I had known hin for so many years that I would know he
was speaking out of his preocccupation., Iie sald that they

had,
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had, as I knew, these flour mills in BIrazil and that nore-
mally they shipped about (ifty per cent of the wheat from
Argentina to Brazil. He sald that their mills were practically
without wheet in Brezil and that he sees serious situations
arising there of a political character as a result of the
lack of bread. ie then confirmed what Lusardo had sald to
me; that no wheat was going from the Argentine to Brazil,
I asked him eabout stocks and it was interesting that he
should say, as one of the best informed men on the ques-
tion orf wheat 1n the Argentine, that the Argentine avall-
able stocks for export to the end of the year were at the
nost 200,000 tons. 3

Incidentally, in this connection I should state that
I am told that the wheat orop beglns to come in in the
north of the Argentine at the beginning of October, that
a great deal 1s harvested in lovember, and that the crop
is in full swing in December. If the Argentine, therefore,
wishes to fully cecollabhorate in getting wheat to Brazil,
she should be safe in shipping at least some of the wheat
which she 1s heolding for local consumption., On the other
hand, it is true thst the locust menace in the north of
the Argentine is so serious that they have not been so
precccupied for years with this matter, and for that reason
it will be very dirficult to persuade the Argeantines to
export any of the stocks which they are helding for loecal
consumption to the end of the year.

It is altogether possible that the trlpy of lusardo teo
Rio may have te do with this urgeant situation regm rding
wheat., Even though some shipments may have been nade fhom
the Argentine to Brazil, they have certainly not been
equal to the needs of Frazil. The Brazilian Government
may be very much disturbed to the effect that Lusardo may
not have adequately pressed this matter before the Argen-
tine authorities. There sre those here who even believe
that lLusardo would view an upset in Brazil with complacency,
believing that it would bring Vergas back, and of course
he is one hundred per cent a Vargas man.

“hile I have = rather low opinion of Lusardo in meny
respects, I am extremely doubtful that he has not adequate~
ly presented this question of wheat to the Argentine
authorities, including President Perfémn. I think President
Perén's fear of Communist penetration is so greaet that he
would not withhold wheat from Brazil for the purpose of
bringing about an upset in the government there. That,
however, is purely a personal opinicn of mine, but I can-
not explain why, if President rerdén 1s so preoccupied
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about the Erazilien situation, ha does not let wheat go
from here in grester quantities. Of course he says that
he has, but Lusardo says and the graln exporters say that
it 1s not moving. Of course, if the Argentine does not
send wheat we will heve to move heaven and earth our-
selves to help the Brazillans, for if they don't get wheat
there is sure to be an upset there., I am sure you havea
lot of information on this matter end the information I
have given in this letter may serve as useful background,

This 18 a rather disjeointed letter but I have wanted
to get it off by the pouch, so you will be good enough
to pardon the rather unreleted manner in which I have
presented the substance of the letter. I am sending a
copy of this letter to Will Clayton and also to Ambassador
Pawley in Rle.

“1th all good wishes,

Cordially and faithfully yours,

GeorgeSiessersmith:hh




