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HOrt,

Ug Aspects of the Iadustry
1. &. Within the U8 o nny compenies or brokers specialize in Guatemslan coffee or

Central American coffee, or do they all buy ficm various countries? Are there
any popular neme brands whose market demands Guatemalan coffees or could other
coffees be substituted?

A. o fer thls year we have purchased about U4300 thousand worih with the maln
euctions still %o come, The mpproximete average of Guatemnlan coffee in our
blend 1s 20%. The ouly cther large dirvect buyer se Ferd Dahlen of St Louls
who buys for Paxton-Gallagher of Omehs, Hebragka, Genaral Grocery Company, <14
Judge Coffee Couphuy, and the Tuncan Jowmpany of Houston. Our resident buyer
1s Jules Sanchez Latour.

tme of the largest US brokers 1s kedina and Co of fdew York Uity which imports
uatemalan coffee for General Foods {Maxwell House). Alsc in New York is &
vroker named Chavles Mackey. The Hew York brokersge firm of Harden and Kand
alsc lmports from Guasiemala, Its Chalrmen of the Board owns large fincas there.
In dew Crleans, Bright & Company are the only brokers buying Guatemalan coffee.
In San Prenclsco, Otis McAllister {who operates Agencias Unidas in Central
America) 1s & prominent broker. Sc are the firas of &.¥. Pellar and Ortege

end Beizh, also in San Fraocisco. In Los Angeles & John Mack, doing business
as E.B. Aikermsn & Co, buys conslderable amounts of Guatemalan cofi'ee., He is
owner of the large asd prosperous fines Honap in Gustenals.

None of the name brandc "dewand” Guetemalsn coffee 28 others can aud have been
substituted without the consumer being sble to tell the difference. The sube
stitution of other highland coffees and a slight change in the blend and the
retailed coffee staye about the same., Une year we bought ceansidernble amounts
of coffee from the Belgien Congo. Their prices went up 8o ve bought from
Mexico. No place 1g indispenseble, but we do prefer the highland coffees frow
Guatensla.
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Information is desired on how the US price of Guatemalan coffes is arrived
at, Is the Cualemalan crop coasidered as o separate entity or merely es
part of the world supply of coffees having charactervistics similar %o the
Guatemalan product? There is Interest in kpowlng whether Guatemalan coffee
pricec ace slways set on the U3 merket by the free play of the law of supply

Guatemalan coffee prices in the UE are definitely set by supply and demand

and are bessd on the competitive situstion compared with other coffee growing
countries for each grade of coffee. As tne Central fwerican countries are come
peratively smell producers, they cannot ever get far cui of line. At the
present time the price setier is Colombis, IThey &are selling at & price lower
than the artificial Brazilisn level and hence our purcheses from thet country

Before Horld “ar II the large German-held finces were able to stert an metive
demand for large bean Quatemalan coffees in Germeny and elsewhere on the contie
nent, The postwar finasncial recovery of Germany Lus reopeaed that demand, The
German fincas were expropristed by the Cuatemalan Government and sre now PIO=
ducing these large bean verieties., During the middle of May 1993, the government
tried to sell coffees from thede Tfineas. Although all of the beens would not
sell, some of the large beans were sold to Zuropeans for a price well above what

Is there an assoclation of US buyers of Guatemalan coffee? OF Central American
coffee? Whal are the active assocliations and groups in ble US concerned with
coffee, particularly Guatemalan or the mild coffees?

fo, there ie o such association for Ub buyers of Guatemsles or Central Awerican
coffees., These categories all fall under the National Coffee Association.

Who pays the insurance on Guatemalen stocks in the Us in shipside warehouses

The anewer o this depends upon whether it is ilwsported direcily, as our firm
does, or bought by regular import brokers, It all depends upon woen and where
title pesses tc the ultisate comsignee. In our owan case, we buy parchment

coffee off the Tiaces themselves and, therelore, get iusurance from the tige

of purchage in (ueterxals until delivery to our roacters, As Tar & the US brokers
are concerned, they pay il insurance for coffee in the U3 if title has not

Are large Ouatemelan stocke held in the Us or do the stocks tend tc move to
There are no lasrge slocks of Guatemalan coffee ia the UB. They are purcheased
Is there a localized sales area? Thet 13, is Guatemalan coffee particularly

The only factor determining where Guatemalen coifees are sold in the US is &
promotional one. In areas whers the firme which buy Gustemalsan coffee have done
succesgful selling jobs of thelr brand nawe, those sreas are nsturally the biggeat
consumérs of Guatemslan coffees. These areas, of course, Luy only the brand name
and not Guatemalan coffee per se. Consideriug the sbove, the areas using the
most are the widvest and the west coast (it Louis, Kansas City, Omaba, and

mestic assoclations of rince operators and brokers. Their officera, locations
of besdquarters, aims, strength, Do any importent grewers or brokers operate

G
and demand.
A,
have seen s relative increase,
we were willing to pey with the US markst in miad.
&.
A,
.
and elsevhere before they resch the consignee?
A,
elready passed to the rosster,
Q.
the U5 on an as-needed basis
a#
ag ngeded.
Qo
.
popular ia & certeln area.
A,
San Francisco).
Gua lan Asvects of the Industry
N
outside associstions?
AC

The Asaec%acion de Cabteros is open both to coffee growers and brokers and

maARy o @ members fall into both categories. As I recall, this associetion
18 quite "loose” in its orgenization and hed been set up during the eritical
time of the price rise of several years sgc. The associamtion was set up for the

matual protecstlion of its members anéd io get one another Lo Mulfill coatracts io
keep & check on esch other's activities.
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In 1952 Guatemala was deeply in debt to the Pan American Coffee Bureau and the
Mexican-Central American Coffee Pederation. Is it still s member in good
standing in these orgenizetions and if it is what 1s the status of the debis:

I am not currently lnformed on Cuatemals's debt situation to the PACB. I do
know that several efforts were msde during 1552 to satisfy these claims, but I
have not kept ireck of the outcome. As of April 1553, however, Oustemals wag
8till listed as & member on the letterhead of the PACB., As far as the Mexican-
Central Americean Coffee Federation (Pedecame) is concerned, I have not heard
that Guatemela was not still in good standing with them.

is the Mexican-Ceatral American Coftfee Federation separate from the Pan fmerican
Coffes Buvean? If it is, give date on it along the lines requested for the
domestic associations of growers and brokers.

I do not know about the connection beiween Fedecame and the PACH, but they are
probably separate or only sominally conmected. Fedecame was gset up tc exchange
agricultural ideas on the production of coffee rather than to join tegether in
a price agreement type of situation. These countries cannot ever get together
on any kind of a price agreement. For ome thing, they ere too jealous of each
other, and for another thing they all grow different types of coffee, depending
on the altitudes. Costs Rica demands and gets higher prices for her highlend
{four thoussnd feet snd over) coffees and Guatemsls gets oanly slightly lese

for her highland types. 3an Zalvador, on the other hanfdl, is penalized for her
lowland crops {below three thousand feet). It would be impossible for Central
fmerican countries to set up & price front becsuse of their dependence cn world
market prices for douth American coffees.

Information is desired on the financing of the coffee crop. Are finca operators
subvended by forelgn buyers or domestic brokers? Do any grovers deal directly
with forelgn buyers: Do they obtain loans from Gustemalsn Sovermment, or privste
banks, or froz foreign banks, or are the large growers usually iu & position to
operete without advances or lcans?

Ag we are the largest direct coffee buyer in (Guatemsls, we have found Ii 2ecessary
to extend crop losns to many growers and meny locel and reglonal buyers. OF
these the buyers need and get the most financing as they need cash on hand o
make purchases from the sumall fiancas., Nearly every one of the local and regional
buyers are well enough off to finesnce their own crope but not to buy others.

Thus, the bulk of our direct fimancing is through short-term crop loans. Our
tirm is the only US roaster which finances growers or buyers with the excepticn
of Dahlen, who subsidizes them with his priscipal’s money.

Below are exsmples for the pest seven months showlng the amounts advanced to
growers and buyers slike., These figures show the amounts of our current lnvest-
ments in Guatemala. HNeturally, we would like to stop these lomns but they have
proven absolutely necessary Lo volume purchasing.

September 1952 us¢ 831,000
Cectcber i 1,500,000
Bovember " 1,000,000 -
December " 500,000 £
Januery 1953 600,000 /
March " 380,000 -
April " 177,000

The peak months for fimsncing are in the fsll. By December the coffee has beeu

i“s0ld, The above figures are lower than most years because our resident buyer

was advised in Beptember 1952 to keep such investments down to an absoluve
minimum. At this time we were especially worrled sbout our friend Roberto Fanjul,
Finence Minister of Guatemals, to vhom we hed sdvanced counsiderable amounts but
who had reportedly lost liquidity of his assets [see OOB-56787/. Fanjul has
since recovered and peid up.

Our representative wrote us st that time on the subject of financing:

"As mentioned to you, 1 have been holding our loans to the minimum; but
it is, of courss, imposcible te hold them to gzers, or we would not buy any
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coffee. For example, I bought five thousand quintals pergamiac frou

lir José Francls, who had to have $2 thousand to keep the family going

in Guatemals City from now until the and of the year. Thet is a negligible
amount considering the amount of coffes that he sold us and his excellent
financial pesition, in that he does not owe anything on hisg plenteticans

or on the crop itself, and he st11l has funds in the plantstions to teake
care of the harvesting. About the only people to whom we have given large
amounts of money so far are the wuezadas; however, I would like to make

& fev remarks sbout these people. They own the plantailon ‘Rosarioc?,

with & production of about thres thousand guintals pergamino mod éo aot

owe 2 single cent on the plantetion. Furthermore, they have a hardwere
store in GQuatemsle City to supply planters, which has an iavegtory amounting
easily to $300 thousand and on that property, too, they do not owe a single
cent. OUne of the boys lives in Retalhuleu and manages their big il

over there - one of the largest in the Guatemalan Hepubllic - &nd it is
also free from any dsbts. The other boy is coanstantly going from here to
Retalhuleu end back, and takes care of all the sccounting and finsncial
slde, while Eduardo, as you know, perscsally handles the buying office
here in Guatedals City. They work with & very small overhsad, and & a
large part of their owm financing, probably more iLhan one-hall, with their
own funds,"

Although we are the oaly Us roaster who does direct Piaeacing, residenl coffee
export firms in Guatemale City alao make crop loans. The ones wvho make the
=08t loans are listed as follows: .

&) Agencias Unidas breach office with beadquarters in Costa Bica, This firm
is owned by Otis McAllister of Saa Pranciaco.

b} Salvadore Delgado & Cia are agenls for Hedina & Co of New York City, who
'~ for Ceneral Foods.

¢) Juan Erkelens, ageat for Perd Dehlen,

a) De Sols & Cia.
e} Maximo Stahl & Cia.
t) Selvedore Herrers & Cia,

&) Cie Holandesa {small amount).

Most of the above make crop loans cnly, although = few bold mortgages on finces,
The banks are used for both crep loans and mortgages and our payments are often
wade out to the BAM (Benco Agricultura Mercantil) or to the BOL (Bank of London),
although the losn had been nede through sowe of the &bove listed firms.
Naturally, ikere sre maRy lndividual lnvestors among the Cuatemalans and between
the finca owners themselves. The common interest rate on crop loans im only

two percent simple interest.

Allhough the larger growers and buyers meke emough woney Yo pay off the debis
and then finance their owa operations, the tendency is to £0 oub and buy wmore
land, Here they need larger advances and in that way they keep gettiog further
iate debt.

The ssction arcund Autigea 1s 8o rich and productive that it 18 an exception to
ire genersl {inanclng picture for the sountry 48 & whole., Very few loans are
ever sought from this arew.

o the best ol wy mnoviedge, no non-uUs bayers @o any Tinancing.

How siringent ars the regulaticns on export of dollars earned on coffee sales?
Do most of the large growers and brokers raintain US bank sccounts?

I such restrictions exist they cannot be very strict because I ¥mow several
who keep fairly large bank balances in the UB., Often cur checks sre meds Ry
able directly to thelr accounts in the US benks. I would estimate that about
hal® of the largest brokers and growers have US bank sccounts.
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12, &. Hame the largest growers and brokers.

A, he best way to 1llustrate this is to take 2 significant monthly peyment
sheet mnd list the pnames of the sellers for that month and the emounts paid
to them. The size of the peymentis are fairly good indicators of the size of
the production, as often we buy entire crops. The month chosen wes January 1US3
as this is & peak mouth and payments are at their highest. The only omission
in this i3 the crop from Antigua, which 15 wsually sold in early Harch. The
peyments totel over US$2,500,000 for the chosen month, iascluding about USH220
thousand in export duties and US$13 thousand in fiscal stamps. Hote that some
of these names appear seversl times. /Photostats of list described ebove are
attached at end of the repert_:]

Included in the atteched list is the name of José Falls, who is one of the
Antigus growers. Other rich growers from Antigus whose crops were not yet

in are Carlos and Salvatore Herrera. Carlos Herrera is about the wealthiest
of all the coffee growers snd has wany outside financial interests. The
Antigua growers got together and tried o market thelr combined crops es a
unit. 1 believe they succeeded in doing this but we bought none of their crop.

The following is a complete list of mctive coffee brokers in Guatemals:

a) Coban
E Dieseldor?y
Higuel Torreblarte

b} Guetemala City
Agenicas Unidas
Carlos Aviles & Cia, Ltda.
Fredrico Boef & Cla
Tdmonds Brol
Cia Holandess
Fanjul & Cis {one business enterprise of Robertc Faajul, Minister of Finance)
Hazbly & Cia
Herrera-Cordon
Lind & Cia
Uscar dorales
Wm Pennington
L Peterson
Gordon mith
Juan Waelti & Cia
Angel Leardeito

e¢) Mazsmtenango
Gﬁze%amo sohr y Hijo
d) Retalbulen
edro QYuezads SHucs

13. §. Whet are the prospects for the new Custemalan crop?

A, From what I have heard the new Guetemmlsn crop will be about the same as
last year's but will probably be slightly larger. There are no indicaticns
of a possible price drop.

1k, Q. ‘re there any prospects for increasing Guatemslan Government control of
coffee production?

A. Yes, there is always thet possibility, however, we do not feel that this is
the wish of President rbenz. If aoything, there has been an attempt to
ileesen control. Last year the Oficina Central planned to disccatinue the
coutrcel of asuctions of coffee from goverament fincas. [§0e (3@3~5’;’0§E‘J
Although 1952 was to have been the last year, they intend toc continue the
auctions through the 1553 sesson. Iihe government land and mille would be
leased to local or foreign private interests as aamle of such govermment land
is unconstitutional. Although we are watching developmeuis along these lines
very carefully, I sc far doubt that these lessings will be carried cut in the
nesr fulure because of public opiniocan. If facilities are leased, it will be
necessary for ug 0 lease cur own mill and buy coffee cherries directly irom
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both large and small farmers. There would be some interesting maneuvering
arcund who was going to control what.

At present the Oficine Central records every sale taking place from the producer
to the exporter. 1in this wey they get ideas of the markups preveiling and then
proceed tu put govermmsnt coffee on the market in competition with private
interests. It is possible to get an Oficine official to bid for you on the
coffes and in that way circumvent the regquired 25% cash deposits on purchases
which is normelly required. This, of course, requires a fee pald to the
official. 25X1X6

[Avtached are photostate ewwmms for Guatemalan coffee

in Jaouery 1053. Behind ¢ 8 &re the contract oumbers, sng
behind those are the nemes of the types of coffee purchssed. The horizontal
deshes to the left of the date numersl on the far left-hand side of the page
indicate that those items are not coffee purchases. When one check mark ()
precedes the draft mumber and name of payee thie designates & man or group of
men who operate as & miller or local coffee buyer onmly. When two check marks
appear (v} zhe payes 15 not oaly & local buyer or mlll owner but slso a finca
owner and operator. Where ao check mark appears the payee ig uerely & grower or
finca owner.
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