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A week ov so ago Alex Shaw reported to me, apparently concevned,
that his cousin, Geneval Shaw, and Geneval Lanusse had wade up their
minds that this Government must go and that they had geneval support.
He thought I ought to talk to Shaw if I did not alveady know him well. 1

agrveed to his avvanging a pvivate dinnev wilth Shaw.

In addition to Alex Shaw and myself, however, dinner included Joe
Martinez de Hoz and Puvicelli, President of Shell. It had obviously
been staged by Alex to pevsuade Geneval Shaw of the necessity of a
golpe, though I am puzzled what he thought I would conlribule.

Using Puvicelli as an expert witness, Alex first developed all
possible aspects of evrov in the Govevnment's petroleum policy. This
was not wholly successtul in light of the present negotiating posiiion,
particulavly of Shell, and in light of the fact that the Shell vepresentative
made clear the scarcity and velative high cost of petroleum resouvces in
Avgentina and the long tevm necessity for substantial imports. Puricell:
and Mavtinez de Hoz both thought that, even if the Government inlvoduced
a law to permit contvacts involving visk, as I indicated they weve
consideving, Congress was almost surve to disapprove.

Alex then picked up the ball himself and strvessed the long lerm
damage to the confidence of Euvopean investors in Avgenlina of the
present remittance difficulties, cavefully saying he did nol know about

rar
the US on which he defevved to me. He also quoted a Swedish banker? §
D

-

FORDEPT. USE ONLY

SECRET
-~ Il [ ]Out

' n

ontents an assification Approved by:




SECRET Page 2
A-1097
Buenos Aives

who was a great friend of Argentina, he said, as saying, duving a
recent 24 houv visit, that what Avgentina needed was militavy vule.
Without precision he discussed many diffevences between Ministers
and private critical comments made by one about others as illustvation
that the Government was '"falling apavt". He thought rebuff of what he
described as formal call for Foreign Minister's meeting by Zavala
Ortiz was greaest blow to Avgentine prestige in vecent history.

He cviticized the compleie rigidity of Illia's mind wilthin party doctrine
and seveval times suggested that Peretle was move open-minded. This
was all divected specifically at Geneval Shaw, but the effect was some-
what marved when, after an opening comment about the seviousness of
the Argentine economic problems, Puvicelli intevvupted to say that
what was needed most to solve them was political stabilily.
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Geneval Shaw said velatively little. He expressed doubts about
‘ Pevelte's open-mindedness, feeling he was sitvictly a pavty man. He
felt the great problem of Avgentina was Pevonism. Pevonists had
"disoviented' the mass of voters to the gveat detviment of Avgentine
strengih. He thought really what Avgentina needed was stvong leadevship
and with that people would follow along. At preseni they have only
politicians who spend theiv time following the lead of the mass of voters,

vather than telling them what to do. Avgentina still needs caudillo-type
divection.

F

Martinez de Hoz said vevy little bul did make one ov two critical
comments about the way democracy wovked in fact in Avgentina, and

the velative political immatuvity of Avgentina as compared to the United
States.

I said little in this pavt of the discussion except to briefly endorse

Puvicelli's vemavk on the imporiance of political stability and to suggest
that the Swedish bankey friend of Alex might be an excellenil banker,

but I did not think he was very expevt in the political field. I think
Geneval Shaw understood my point of view.

Shaw wanted background informalion on the present Dominican
situation which I gave him, including developmenis over the weekend
which had concerned the Government heve. Alex seemed somewhat

suvprised and upset with Geneval Shaw's statement thal the Government

SECRET



SECRET Page 3 of 3
A-1097
Buenos Airves

had made the decision to send tvoops and would have received

Parliamentary approval if therve had not been these new developments,
particularly the TV bvoadcast of Amb. Havviman. Il was not clear

whether or not Geneval Shaw agrveed that the Government was justified

in backing down. He said in geneval it was his opinion that the Govern-
ment felt it could handle the Congress- and he agreed - but was more
wovvied about strveet demonsitvations. He expressed the view that the
four vesolutions passed by Congress weve a veal victory for the
Government tn that they did not object to the idea of sending troops

but mevely said Congvess must pass on it and did not condemn the
Government's foveign policy, thus leaving the way open for the
Government to move ahead. He also expressed fivm support for US
actions. He vefevved (o a vecent accuvate suvvey which showed that

24% of the people in Avgentina opposed US and OAR actions in the DR.

He said that while theve weve only a couple hundved thousand communists,
this showed how powevtul they really weve, opevating thvough front groups
and how gveat their influence could be. He seemed to conclude that
anvbody opposing the move was acting undey communiSt inSpivation.

As we weve leaving, Alex gave the Geneval the name and particulars
of Abraham EIDLICZ, Divector Geneval of National Divectorate of Fuel
and Powevr, as a Rnown commumst that the Government ought to do
something about.

I have addvessed the attached letieyv to Geneval Shaw and am
sending a copy to Alex Shaw, who has been a friend and should know
clearly wheve I stand with rvespect to his acitivities which I found
exceedingly disturbing and pernicious.
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American Lmnbassy,
Buenos Aires, Avrgentina,
Mey 21, 1965.

Dear General Shaw:

I enjoyeu greatly the cinner last evening at the honie of your
retative, Alex.

I did not intervene in the sivicily economnic «iscussion whichk
Alex iniliated because il is a very lavge any complex subject, it
was already late, anc 1 knew that you wanted also lo talk a bil
abo:d the DR situation. 1 hope to arvange an opporiinity to talr
fuvther sometime wilth you aboul curvent Argentine economic
developments and prospects. hMeanwdhile, you may find intevesiing
the enclosed set of figures on developmenis in seveval imnporitant
fielis auriny recent years, preparce by the Embassy for Washington
anu leaders of the US business conmmunity reve. I mighl also add
that we have Touna useful a veport on the 1965 situation in the May 17
issue of Analysis based on studuies by IDES.

The problem specifically emphasizeu by Alex of slowness in
makzing rvemillances, and its effect on foreign inleyvesi in invesiing
in Avgentina, is undoubledly a serious one. If arises primarily
from ine large volume of indebledness incurved in 1960 ana 1961
on quite unsatisfactorily short leyms of repayment. We believe
the Government is now following the only pracitical palh for resum-
ing a free flow of inlerest and dividengs and other paymenis by
seeking l0 rvenegotiate this unusually heavy debdbt burden in this year
and in next, so that it can be paid over a longer lerm.

Generval D. Jorge Alberito Shaw,
Chief of Staft,
Agzapardo 250
Buenos Aires
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My Governinent and the inlernational financial institulions are
all supporiing by words and actions this Avgentine effori as
necessary and justifiea by the wmeasurves the Governnent is
taking on ils own bekalf. I hope inost sincervely that it will
succeed.

While recent provileins have undoubledly crealea some
conceri about Avgeniina as a place to invest, I know there are a
great many important US comnpanies who have great faith in the
futuve potential of the Argentine market, and, once ihis problem
of remittances and the heavy debt burden are resolved, will be
eagey 1o pui into opevalion plans alveady dvawn up for new
investinents, provided, as Mr. Puricelli pul ii, there is a
reasonable prospect for fulure economic and political stability
lieve.
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Sincerely,

Edwin M. Maritin
Ambassador
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