3/ by 158

. ATTENTION: This form will be attached to each Top Secret document f

DOCUMENT DESCRIPTION . REGISTRY
SOURCE CIA CONTROL No. 0 el
Cripn oo T 7 re KIEN
| CIA HISTORICA REVI , :
— , SR L | PR@GR[M {DATE DOCUMENT RECEIVED
P I N E e Vg J
DOC.DATE  *7 Julw 1053 U] LZ‘.‘@F_‘“AS SANITITE
o no. T or 3 th.ezﬂ@t HE\}EWZ!@D LOGGED BY
. NUMBER OF PAGES 5 N om
NUMBER OF ATTACHMENTS " B LY .
. Cone 8 ;
-,

civoumgy '=" entral Intelligence Agency or classified Top Secret
within the CIA and will remain attached to the document until such time as it is downgraded, destroyc or transmitted outside of
CIA. Access to Top Secret material is limited to those individuals whose official duties relate to the material. Each alternate or assist-
aat Top Secret Control Officer who receives and/or releases the attached Top Secret material will sign this form and indicate period of
custody in the left-hand columns provided. The w.ame of each individual who has secn the Top Secret document and the date of han-
dling should be indicated in the right-hand columns.

REFERRED TO RECEIVED RELEASED SEEN BY
OFfFICE SIGNATURE DATE TIME DATE TIME / NAME AND OFFICE SYMBOL DATE
- -~ -') /ff: ‘[y .
Z ~ r el s PSRN
- CS’\/Oﬁ Ny o —',{4_4*‘(:(4/ 1y D —
—-‘-..‘_Av_._.’_._
o oif
- ) \Su » ol
] H ~
o
/ { S —— - ;&
B 7 I
g P L A
; RN -
S A
£ o
L3 et
h ,i"/ . s
T e v |-

|

NOTICE OF DETACHMENT: When this form is detached from Top Secret material it shall be completed in the appropriate spaces below and
transmitted to Central Top Secret Control for record.

';'-HE TOP SECRET MATERIAL DETACHED FROM THIS FORM WAS:

BY (Signature)
DOWNGRADED [ ]

|
|

oesroveo O 00000 O - .
DISPATCHED (OUTSIDE CIA) TO OFFICE DATE
% 3813 TOP-SECRET .




Security Mformation

MEMORAMDUIL FOR:  Chief, WH
FROW ' Chief, RlM/0IS (

SUBJECT

The Coffee lowwsury in Guatemala - Special Con-
siderations Regarding Possible Economic Sanctions.

1. In preparing the economic report on the Coffee Industry
in Guatemzla (our case K—10602), certain evidence emerged vhich was
outside the scope of that study and is outside the scope of this
Division's functions. This evidence, nevertheless, is passed to you
because it may be imnortant to the success of a possible operational
plen for apnlying economic sanctions. These considerations might be
disregarded if Guatemala were the only country concerned. Thirteen
other countries in Latin America, however, are coffee producers. Their
economies can be vitally affected by US policies or actions with rela-
tion to this commodity. Regardless of political sentiment, the govern-
ments and business interests of those countries would tend to judge
this case, however it might be presented to public knowledge, in the
light, of its imnlications for their own future economic and political
security.

2. Our evidence concerns: (a) special difficulties inperiling

preservation of secrecy before and after the event, (b) possible public
attribution of responsibility to CIA, (c) ability of Guatemala to sell
its coffee stocks to Buropean buyers and thus evade US pressure,
(d) probable adverse results of time leg in impact of economic action,
(e) lonp-term versus short-tern advantages, and (f) nationalistic and
Communist exploitation of revealed information to discredit the US in
Guatemala and other Letin American countries.

a. Preserving secrecy: The danger to maintaining secrecy
comes from two directions which will be extremely difficult
to control: (1) the American advocates of intervention and
the fimerican interests vho fear business losses in case of
US intervention, and (2) Central Americans who will not hesi-
tate to make their opinions known publicly at home and to
the American press.
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The American advocates of intervention will be just as
dangerous after the event as before it, with regard to
future interests of CIA and the US Government in Latin America.
If the operation is successful, some of those vho have advo-
cated such action at any time will be likely to brag about
their own participation, whether they actually were involved
or not. Such individuals will tend to be devoid of a sense
of nersonal responsibility as long as they see no direct
danger to their owm interests. Various other interested
persons not susceptible to our control might be adversely
affected and thereafter would be likely to throw out charges
of US intervention to the press in this country and before
anti-US interests in Latin America.

Another danger to security lies in the fact that there is
such a large number of diverse investment interests, both in
the US and in Central America, which are involved in the problem.
This multiplies the risk since all concerned cannot be expected
to agree; the dissidents can hardly fzil to get some information
about the proposed action and are likely %o reveal it deliber-
ately. The practice of US buyers extending short-term credits
to Guatemalan coffee producers creates a situation that is
especially vulnerable in this regard. J. A. Folger, for example,
last year loaned over ©1 million dollars to several Guatemalan
coffee producers. The parent firm in Sen Francisco and the
Guatemalans involved, therefore, have large stakes in the
coffee industry, and could not be expected to accept serious
financial losses quietly. IHoreover, they comprise an inter-
locking group wherein convineing explanations of any major
change in credit policy would be demanded, thus compounding
the chances of unwitting or deliberate revelation. Experience
in the Arency shows that although thoroughly trained and indoc~
trinated, many non-intelligence-trained people fail to maintain
., secrecy "forever" because of a lack of understanding of the
effects of even a minor breach of security. When dealing with
independent businessmen accustomed to complete freedom of talk
and habituvally inclined to spend hours daily in trade gossip,
the probability of maintaining complete security, especially
after the event, becomes very doubtful.

Intelligence reporting indicates the existence of a con-
siderable amount of loose talk already predicting that the US
is planning to use economic sanctions against Guatemals in an
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eflort to curb Comwunisnm there. An outstendiing example of
this type of ta2lk wes evident in a recent interview between
a CIA component in Hew York and an American businessman who
deals in Guatemalan coffee.

In another case it was renorted that J. A. ("Duke")
Hedina, one of jthe larpest importers of Cuatemalan coffee,
had expressed jj serious
concern that the US was planning activu ayeinst Guatemala.,
ledina was worried because he had nurchesed Guatemelen coffee
futures extensively and had no escape clause in his contracts
and would lose heavily in the event of any dislocation in the
Guatemelan coffee industry. (It is likely that Hedina did
not confine expressiong of his concern to ‘1
li__ of the US government.)

Emenating from Central America is the report that Jose
Figueres, victorious Coste Rican presidential candidae and
one of the largest coffee growers in the area, sentf j
to Guatemala anc proposed to Foreign iinister Osegueqs uinct
Guatemale review its relations with the US and try to improve
them since he had received the distinct impression on his trip
to the US that the US was probably going to epply economic
sanctions apeinst Cuatemala if matters get worse. Figueres
allegedly offered to heln in settling the differences between
the two countries and expressed the hope that Costa Rica and
Guatemala would be much closer once he became President.
Osegueda reportedly told the envoy that Guatemals was not
worried in the slightest about any economic action the US
nicht take as Guatemala already had European markets gll lined

up to take care of their coffee and other produce,
In San Salvador shortly afterwards E: :z_ revealed

the content of his conversation with Osegueda and added that
Figueres "had been very well received in the US by officials
of the Department of State, by ifr. C. D. Jackson in the White
House, and by lir. Allen Dulles, and intimated he might be able
to assist the Guatemalan Government in meginsting its diffi-
culties with the United Fruit. Company." :J} claimed

he had several meetings with President Arbenz, Usegueda, and
other Guatemalan officials, but he found them "rather belli-
cose and disinclined to accept Figueres' view that sanctions
would be imposed."
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b. Attribution of responsibilitv to CIA: The initia-
tive of Firueres in seeking a meeting with the Director of
CIA and the nature of the comments he made indicate that he
presumes that other interested people anticipate that CIA
will be responsible for the opposition. This contact with
CIA hes been reported in Central America, where the Agency
hes already been credited with instisatinc an ahortive revolt
in the interest of the United Fruit Company. This charge also
has received wide publicity in the US press. As a consequence,
any dislocotion in the coffee industry will also probably be
attrivuted to CIA, whether the Agency is responsible or not.,

¢. Possible diversion of Guatemnlan coffee 1o Luropean
markets: Osegueda's corments, above quoted, as to Guatemsla's
ability to sell its coffee to European buyers probably is not
entirely an empty boast. Recent reportine indicates renewved
contacts and negotiations with Germany, formerly a large pur-
chaser of Cuatemalan stocks, Guatemala this year opened a
consulate in Hamburg. : .

d. Probable adverse results of time laz: The possibility
of an operational impact which would take effect fast enough
to narslyze the Guatemalan coffee industry seems renmote.

Coffee interests in the US and in Guatemala sre so well
integreted that any hints of approaching sanctions or boycott
are likely to nass among them so quickly that elements in
onnosition to the plan could readily marshall their resources
for resistance and evasion,

In the event of advance security leaks, or if the action
should take nlace in successive stages, the Arbenz Government
micht be able to increase itis domestic support because of the
nationalistic resentment the government probably could arouse
on the basis of suspicions of US intervention. Arbenz also
cowld stimulate alarm and adverse reactions in neighboring
countries which, like Guatemala, depend heavily on one or two
exnort nroducts. It is not beyond the realm of possibility
that sorme of these countries micht try to bring the case before
ODICA (whose Secretary-General, Roberto Canessa, is one of the
leadin: coffee growers of the area) or the OAS, and thus embar-
rass the US and damage inter-American relations. In any case,
Guatemala and other Central American countries mirht more
aggressively seek - pursuant to recent overtures- European
markets, a step which would weaken one of the bonds of the

inter-American system,




e. Long-term versus short-term advantages: In case of
any security leak, the long-term interests of thé Apency and
the Government in maintaining the willing economic cooperation
of Latin American countries would be jeopardized.  Suspicion
of US pood will and intentions on the economic front has been
groving for some time throughout Latin America, and great
sensitivity already exists in the Latin American coffee pro-
ducins countries resarding the power the US can wield against
their interests. By wasy of recent illustration, concern was
expressed in a 27 April 1953 bulletin issued by the Board of
Diractors of the Coffee Iederation of Central America, Mexico,
and the Caribbesn (FEDECALE&, which complained of activities
in the US seeking to "boycott" Latin American coffee.

f. lHationalistic and Communist exvloitation: Nationalistic
parties and propagandists throughout Latin America, as well as
anti-Communist agitators, can be expected to exploit and exag-
gerate any hints of information detrimental to the US, along
these lines, for an exterded veriod after the event.

Such interests in Argentina could be expected to capita-
lize on the anti-US orovaranda aspects of US interference in
Gurtemala, regardless of Peron's recent goodwill overtures.

It certainly would be very difficult for the Argentines to
resist an opportunity of exploiting in any derogatory way the, .
faet that their "favorite arch-enemy," Spruille Braden, is nowv /¢va-
chief of nublic relations of the United Fruit Company. -




