Desy iy, Seeretary:

Fe arrived here Tusaday momning o vory plsasant trip,
and I have boen very much ocoupied then in getting a full
pioturc of the situation, I had a long talk with Campa and alse
with Montouliesu, the Secretary of Treasury, and with Dr. Romos,

I have talked with cur own pedpleo, and I have seen a musher of
important peopls here uot in the lovermment but who are responsidle
and woll informed, There 18 a ganersl feeling of pessimism as $0
the outlook, and a laock of confidence, this being based on a
mumber of factors which I cannot go into horej but the most ime

of thess is the genernl feeling that Batista is not proper-
ly in eontrol of the situation, that he 1s 2%ill en the whole
badly advisod, and that he still does not gmsp adequately the
importance of the problems eonfronting him and is geskcing the
solutions in the wrong divrection., There is a feeoling ocmong some
of his most intimate advisers and really best friends that he is
not in control of the situntion, end thoy are not sure that he
will be able to hold en, They fear that he 4is s0 badly informed
and advised by those whom he follows moot, that things may get
vory much worse hare befors they can become better,

I have, sines I cmae here in Maweh or this year, sought
every convenisnt opportunity to talk with Batista and to try to
give him good and edequate background, He has a roceptive mind,
and I think I made some progress, There are some in his fmmodiante
sntourage, like L3pez Castro and Ramos, who are thoroughly honest
and understending, When it comes, however, to reaching a deecisiom,
ke listens to others rather than S0 them, Ferhaps the two persons
who have been giving him the most unsound aévice, but %o whom he
listens more than to anyone else, are Martinoz Fraga and Meriné,
Both of these latter are comsidored here, in informed and responsidble
¢ircles, as inadecuately equipped to andvise Batista, and theiy
personal honesty and integrity are so much questioned that there is
no eonfidenos in Shem,

One thing which I think we must bear in nind is that, slthough
Batista has been in a large measure governing behind the seenss in
recent years, the Fresident, Dr, Laredo v, is conasidored as an
honost and up-right man, aud enjoys gquite general respect., He is
far more understanding of our sountry and of the situation here
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than is Batista, He is a man of a good doal of chexmeter, and a
man of stromg will, Although there has boen Batista governing
from bohind the scenos, laredo Bru has exereiseld a good deal more
influence than is commonly understood, and he has done a great
deal to kpep things in line, It has boen a fortunate circumstance
for Cudba, and in a way for us, that Laredo Eru has been President.
Now his term is ending on Ogtober 10, and the only real brake
that there has been on Batista will be gone., Just as an exmmple
of how laredo Bru has deem able to influence the situstion in the
right way, I will mention the following., ¥When the Cuban Covermment
2ot our telogram recontly saying that we would be reepared t0 talk
with them on matters of sconomic cooperntion, the President was
groatly pleased thet we had made the suggestion, indirectly, that
men of a certain typs be sent, He therefore indicated that he
would name Montoulieuw, Lépez Castro, and Carein lMontes, on the
Camuission, Uhen this was drought to Batista's attention and for
his approval, he bocame very angry end said ho wanted %o know

why he had to follow the President in naming those men, and why
he eosuld not namo Ms own, Ho obviously did not wish €0 send men
like these, but the President's initiative was such that Betista
d4id not feol that he could entirely disregard it. Hod thore doen
a Preosident of anothor typs than Laredo Bru, the ind of people
who are going $o Washington to talk for Cuba on economic eoopera~
tion would have been completoly diffeorent,

The Cudban representatives who will go to Washington to disecuss
cconomic cooperation with us will be Montouliou, Lipez Castro,
Carefa Montes, lartinez Fraga, lduardo Jurruty, Oomez Waddington,
end a lajor Bolet. Of these, lMomtoulieu and Lépez Castro are
thoroughly honost and very capable mon who undsrstand not only the
situation here, but who have a good understanding of our country.
Osear Garefn lontes ie an intelligent mon and well informed, but
who 18 50 onxious €0 be a part of the new Governmont that he is
inclined to be too subservient. lartinoz Fraga I will refer to
laters Durruty is a good man who has much technieal imowlodge, and
who is fundamentally homest, but he has been a Treasury employee
for years and has no particular authority, Vaddington is a well-
known sugar man whose genaral reputation is good. Major Bolet is
in the Army, and is said to be a good engincer. Of this representa-
tion, Lépez Castro, Garcia Montes, Martines Fraga, and Bolet, have
the full confidonce of Hatista; dut they will be restricted in what
they can do because thoy will follow cut directives given by Batista.

I think we muot remember that this Commission io going with the
intention of petiing a fifty million loan. They have been collecte
ing material hurriecdly in the last days $0 support a "publie works”
programe Their data has boen got togother hurriedly and has not
beon adequately prepared or considered. Tho data has been thrown
$ogethor for the purpose of serving as a background for the loan,
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Montoulieu and Lépez Costro are on the whole unhappy about their
mission, They are not against a publie works loan if it can be
secured from us, because they think properly handled it would
alleviate unemployment here and the economic situation generally,
but they are not sure that the money would be properly handled,
anéd they fear the comsoquent scandals snd economic and politiecal
dovelopments growing out of such mis-managoment, 5o strongly does
18pez Castro feel that in any event Butista's control of the
gituation is 8o uncertain, that ho has said thet he does not want
to be a membor of Butiste's first cabinet. Ie deliscves there
will be such mismaunagement that he prefors to be sut of it at the
outeet and be able to step in when it will really be possible to
accomplish something. As LSpez Castro is personally devoted to
Batista and is, I believe, a fully honest man, this attitude of
his is vory significant, There are fow who Imow Batista better
than L‘{‘! Castro.

I think in many ways tho most sinister factor in the situae
¢tion has deen and is Mortines Fragne I need not tell you that I
have no personal feeling in this metter whatever and that in my
Judgnents concerning him I am sltogether ocbjoctive. We must re-
oognize that he has not been, as Cudan /mbasaador in Washington,
informing his Governmont here properly concerning our attitude,
Just yesterday sgain, porsons who are close to Batista said to me
that Martinez Fragas had, in their opinion and in some cases 0
their knowledge, been giving entirely improper end unfounded ine
fopmation to DBatista. XHo had reported attitudes of our Coverne
nent on mattera affecting Cuba which wore utterly contmary %o
the facts. FHe had imputed stataments and promises to officers
of our Govermment which hod never boen mnde, Just sgnin yestere
day, several persons who are ¢lose to Datista and who wish him
woll saié to me that the publie hore considerod Martinez Fraga
dishonost, and same of them know him %o be, Thoy said they did
not understand how Martinez Frags kept this position with Batista,
but the fact is that today Batista is dopending o great deal on him,

It soemz that whon the guestion of a loan first came up,
Batista initiated tho idea in order $0 got money to overcoms
budgetary dficits and to meke it unnecessary for him to cut the
budget, ns well as t0 give him looway 80 as to safiafy some of
his hngry supporters, Then Martinez Fragn came into the picture
and told Batista that it was ridiculous to ask for fifteen milliomns,
our Covernment was anxious to lend momey to Cuba, thoy must ask
for ot least sixty-five millions, The FPresident, lMontoulieu, and
I8poz Castro and others told Hatista that thoy doubted whether any
such loan could be secured. Wo 4id things in a businosslike way
in the United States, Martinez Fragn, in a meeting with Batista
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and at which certain persons were present with whom I have talked
gince my return, insisted that all these reserves were ridieulous,
he could give the assurance that we were eager and over-eager to
lend money to Cuba, and that Cuba could have any sum she wanted
for the asking. This is typical of the sort of information which
Martinez Fraga has been giving Batista and to the Cuban Government.

In another meeting when they were discussing the rate of
interest on a loan, Momtoulieu and Lépez Castro said that it was
wrong to put in the suthorizing bill a maximum interest of 3 1/2%.
They said if it was necessary to pay more interest, new authorizing
legislation would have %o be passed here in Cuba. Martinez Fraga
said that it was ridieulous to speak of a higher rate of interest,
and he would assure them that he would be able to get a lower rate -
probably 2 1/2 %. To this Batista responded that, if they got the
loan at 2 1/2 %, he would have Martinez Fraga's commission as
premier signed before Fraga got back to Habana.

I do not wish to mltiply examples of the kind of unfounded
advice that Martinez Fraga has been giving. I think we have the
record pretty clear in the Depertment. In spite of all this,
Martinez Fraga is, in matters of this kind, Batista's principal

and aceepted adviser, and Batista does not follow the adviece given
him by sound men who are really interested in Batista making a
good President, and in the future of Cuba, Martinez Fraga of
course is actuated entirely by personal motives and by the desire
1o emerge as a saviour of Cuba who has secured this large loan for
Cuba., It is sufficient to say that, even among Batista's best
friends who are not altogether dependable, Martinez Fraga is
looked upon as a bad adviser who is leading Batista into serious
difficulties.

I wish to keep any personal note out of this letter, but I
should say that when I was in Washington recently Beaulac wrote
me that Martinez Fraga had told some friends here that he had
recently had a conversation with me and had found it necessary to
dress me down and put me in my place. On returning here, I have
checked on this, and I find that he did say this, What he refers
to is a conversation which I had with Martinez Fraga shortly before
I returned home recently. Martinez Fraga had telephoned in that
he wanted to see me urgently. I said I would see him immediately.
He came in greatly excited and was most obnoxious in his conversa-
tion. I treated him courteously, but I made it ¢lear to him that
I considered his statements improper and out of place. I made a
full report of the conversation to the Department with a covering
despateh. The faet is that Martinez Fraga had just learned, prior
to coming to see me, that the efforts of Alliegro and others to
get money out of Warren Brothers and Purdy and Henderson had
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definitely <failed. There are those here who believe, whether
they are right or not, that Mart{nez Fraga was personally in-
terested in the efforts of Alliegro, ete., to blackmail Warren
Brothers and Purdy and Henderson., I merely mention the fore-
going, for if I had any doubts with respeet to Martinez Fraga's
activities before this conversation, they were entirely dis-
sipated by that conversation., He showed himself in the con-
versation bitter, vindictive, and unfriendly to us, and showed
a complete mis understanding of the attitude of our Government
and of our country.

Whether this Commission will leave today as planned, or later
in the week, I am not able t0 say. In any event, they may be
oxpected to leave by the end of this week., The President wished
them to leave on Saturday, but Martinez Fraga has been insisting
that they leave today. I think Fraga's insistence is based on
the reports whieh he has been giving to the press that the loan
of f£ifty millions can be campleted before October 10, TFraga has
consistently been giving out information to the press here, as
though the loan had been agreed to by us in prineciple, and it
was only a question of minor details, which the Cuban representa-
tives would have to arrange.

I have given you this perhaps too full picture, but I think
it is important that we have this background at home, I am sure
that at home we are on the right track. We have not made any
reply to the requests for loans, and they did not come through
proper channels., We have decided that we cannot discuss a loan,
or sugar, or any other aspect of the Cuban problem separately,
but that we must discuss the whole gamut of our economic relation-
ships with Cuba as a unit. If out of these discussions and
understandings it will appear that a reasonable loan is desirable,
that is another matter; but we have decided that we cannot start
with the premise that a loan is necessary or desirable., I was
most happy to find this complete agreement in the Department as
to our method of approach. It is, I am convinced, the only sound
method, and any other approach would not be a friendly act to
Cuba and would be an utter disregard of our best interssts., In
a considerable measure, the future of the situation here for a
considerable period, is at stake, and we must not fail to use
the opportunity we have to regularize the situation to the
greatest degree we can.

A now Congress is coming in, and they are a hungry crew.
If there is a loan for public works, the expenditure of which
is not adequately controlled by us, this Congress will be com-
pletely out of hand, and we will have every important American
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interest here blackmailed, and general chaos in our economie
relationships. Batista was not able to control the rump
Congress that ended September 15, and his best friends agree
that, unless the situation is handled right, it will be im=-
possible to control this new Congress,

I see the President this morning, and Batista in the next
day or two. Although {his is October 3 it is not yet certain
that Batista will be inaugurated on October 10, A great effort
is being made to get thesse election disputes straightened out
before October 10, There is a good dsal of prospect that it
will be possible to straighten them out 80 that Batista can be
inaugurated on October 10, or shortly thersafter, I% is, I
belleve, highly desirable that he assume responsibility as soon
as possible and that thers be no provisional period., If Batista
is not inaugurated on October 10, lLaredo Bru will probably consent
to act until he is inaugurated, He would prefer not to do so, but
constitutionally he can act, and it must be said to his credit
that he is doing everything in his power to help Batista and to
maintain an orderly situation. In a letter to Summer Welles
yesterday, I said that the chances were that if Batista was not
inaugurated, Verdeja, the President of the Senate, would be
Acting-President for the tims being. It develops now that
Verdeja believes that the interval would be so short that he
prefers not to take the chance of losing his position as President
of the Senate.

I do not kmow how frank liontoulieu and Lépez Castro will be
in their private conversations which they may have with you or
Summer Welles. They will want to be frank as they have been with
me and othems here, but, after all, they are going on a mission
charged with getting a loan., TYou may be assured, however, that
they understand the position thoroughly and that they know that
any precipitate action of our part would not be in the best in-
terests of Cuba or of ourselves. They will welcome our attitude
that the whole garmut of our economic relationships must be
examined and no piece-meal solution arrived at. They will under-
stand that they will have to furnish all sorts of information,
and that the conversations may be prolonged. They understand
that we must have all sorts of guarantees with respeet to our
interests here. I am sure that they would welcome, although they
may not say so, some form of supervision by us of an adequate
character of the expenditure of any funds which we may make
available to Cuba. They realize the danger involved in funds
being made avallabls without control.

I need not say that I shall be helpful in any way I can during
the progress of the conversations which are to take place. I am
sending a copy of this letter to Summer Welles,

With all good wishes,

Faithfully yours,
GEM/nmv George S. Messersmith




P. S. I have just had an hour's talk with the President. He
says that every effort is being made to make it possible for
Batista to be inaugurated on October 10, or a few days thereafter.
He things there is a chance of its being done, and the President
is trying to help out in getting the Opposition to withdraw

the recursos. The President says that if the delay will only

be a few days he will act for the interval. If it is likely to
last for some time he will refuse to act.

The President says that Martinez Fraga, Lépez Castro, and
Garcia Montes are leaving today for Washington, and that
Montoulieu will leave Saturday. There are certain things
which he says Montoulieu must do before leaving here.

The President made an impassioned appeal today to help all
I could in Cuba getting some financial assistance., Is says that
it is imperative that she have it. I t0ld him that I was pre-
pared to be helpful in any way that I properly could in present-
ing the situation here, which I had of course done to my Govern-
mant during these past months, I made it clear, however, that
our attitude was that expressed in our telegram, which was that
we were prepared to discuss with Cuba the problems of economic
cooperation, and this of course involved all sorts of matters
besides a loan. This question could not be approached mersly
from the point of view of a loan. The President said he under-
stood that, but that Cuba needed some immediate financial
assistance. I t0ld him that Cuba would find an understanding
attitude on the part of our Govermment, but that we had to go
into these questions carefully, because whatever we did we had
to be sure was done on sound lines,

4o Time does not permit before the airmail leaves to go further
i/ my conversstion with the President., I am confident, as I
t0ld Duggan before I left Washington, that the Cuban representa-
tives when they come will use every effort to get some pre-
cipitate action on our part in the way of a loan, on the ground
that there is an emergency situation here. There is no doubt
that the situation is not good here, but I am equally sure that
any precipitate action by us will only make the situation worse
in the end. The only way we can help here is by taking a very
firm attitude and by proceeding on broad and sound lines,

G.S.M.




