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22 October 1954

DIRECTOR OF CENTRAL INTELLIGEKRCE

MEMORANDUM FOR:
VIA: DEPUTY DIRECTOR (PLANS)
SUBJECT s Current U, 8. Position With Regard to Government

Loen Requested by Guatemals and its Possible Effect
on CIA.

1. Imnmediately after the fall of the Arbenz Regime there
occurred in Assistent Secretary Holland's office s series of meet-
ings, during the course of which there were outlined & number of
sctions which this Government should properly take in support of a
Sister Republic which had just freed itself of a Communist-dominated

- government. Among these, the granting of a loan wes considered
favorably. ' .

2. In recent months, while there has been some execution of
the above actions, the matter of the loan has been conspicious by
its failure to materialize. It will be recalled that our 8Btation in
Guatemalse felt that the situation was 8o insecure as to make necessary
the granting of the relatively modest sum of $50,000 in the name of
SKIMMER., The sum finally requested by the Guatemalan Government had
been $10,000,000; the sum recommended by the Department to FOA was

$5,000,000.

3. WHD is informally advised that FOA is by way of granting
e loan of $1,000,000, which if combined with some other funds already
in motion could be represented as something over $2,000,000.

4. on octover 22,L lconsultant, r_ :lin charge of UFCO
public relations in New York, advised this office that he had received
an alerming message from a key source iniggatemalarto this effect:

J
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Anmbagsador Armour had brought the disturbing news that the
FOA would not make the $5,000,000 grant. It would be a terrific
mistake if this State Department request failed to materialize.
Because of the Arbenz crowd's looting of the Treasury, past
economic practices and the unstable coffee market, the Govermuaent
is extremely poor and has only enough funds available for current
expenses. Without relief, the situation will deteriorate if the
U. S. fails to give this aid after all the brave words and promises.
The result will be wnot only damaging to our objectives in Guatemazls
but will reflect unfavorably throughout the Hemisphfre O Our prestige.
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5. This situation has been aired in public as will be seen
by the attached néwspaper report. '

6. While WH has not perticipeted in the discussions with regard
to the loan, the impression has been geined, perhaps wrongly, that FOA's
concern over the granting of the loan stems from economic concepts,
vhereas it would seem that in large part the need and purpose of the
loan is purely political. '

7. It will be recalled that in other areas where such a situation
existed, this Agency was celled on to resolve the matter by covert use
of FOA funds. We ghould therefore perheps be anticipating a request
from appropriate parts of the Government to do something in this con-
nection. :

8. With regard to the request for $50,000 by the Station,
Hesdquarters' current position is as follows:

The Station has been advised that we ere not inelined to
favor such action; we have nonetheless requested more deteils
and recommendations from the Embessy. Mr. Leddy has been 80
adviged end concurs in ouwr current position.

9. It should be pointed out that the view is probably held in
some quarters that the Armas Govermment could, if it were really in
dire straits, obtein a loan from private banking in this country
several times the amount recommended by the State Department. WH has
heard through Mr. lLeddy that Armas' view is thet he does not dare saddle
his country with another foreign loan for as he has said: "Even UBICO
got rid of that." In this connection, it is the opinion of WHD that to
force Armas to seek such & loan from private banking would be politically
counter-productive and could well raise agein accusations of U. 8. inter-
vention in Guatemala for economic purposes. It 1is pertinent to note
that our enemies were confounded by our Government's failure to support

UFCO in its fiscal differences with Guatemafa; this @onvinced our friends
that if we had intervened with regard to the demission of the Arbenz

Regime, our purposes were altruistic and political rather than economic;
the granting of e loan from private banking could well at this time
-tause many to wonder whether the Nigger had not finally crept out from
under the woodpile.
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