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Mr. C. D. JackBon forwarded to '_',"-:ru a letter from Mr. Lawrence
Smith, President of Panoceen Company, Inc. which in turn encloses a
letter from W. W. Stevens, Vice President of the same company. In addi-
tion, there is a copy of Jackson's reply to Mr. Smith.

Mr. Smith in his letter points out that Panccean is a small company
operating, among olher places, in Guatemala. He states that they are
baving difficulties there. These difficulties are not with the govern-
ment but are of the Company'e own making and the result of the fear in
the U.5. Government and U.S5. publie of the Cuatemalan Communist Govern-
ment. He states that they have operated lumber mills for a year and a
helf in that country and have hed no diffienlties with the govermment,
but are unsble to re-finance with U.S. capital because of the fear in
; this country of commmism in Guatemala. He states that U.5. policy is
doing nothing to straighten out the mess in Guatemals.

Mr. Stevens in his letter brings out the same points stating that
most of the difficulty stems from cutmoded contracts with United Fruit
Company and International Railways of Central America. These contracts
give distinct advantage to the companies at the expense of the goverment
and pecople. The Commnists have seized on this to further the cause of .
communiem. He beliewves there 1s a need for & more reasonable understanding

of the problem by the U.S. Government in hendling the delicate situation

2 A

glmply confirma

of the United Fruit Company.

C. D. Jackson notea in his memorandum to you that

to him"the necessity for our getting some smart and effective work dome’ After

you have seen this I will forward it to DD/P. : . J
s .
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THE WHITE HOUSE
WASHINGTOMN

August 3, 1953

Memo for Mr. Allen Dulles

From: . D, Jackson

Please note the attached which I am sure you will find
interesting. To me it simply firms the neces gity for our
getting some smart and effective work done.

c.D”T.

Attachments




THE WHITE HOUSE
WABHINGTON

August 3, 1953

Dear Mr, Smith:

I am most grateful to you for writing me s you did on Jaly 29, and might

+ add that your letter arrived at the precise moment when we curselves were
discuseing the same situation, so it received an intensive reading not only
by me but by aome of my associates also.

You will understand that I am not able to comment in detail on the matter
you discussed. 1 can say, however, that I think your points are well taken..
The whole situation in that country is not being overlooked and I am haopeful
that within a reasonable time the situation can be improved. In any event,
we are not idle.

Again my thanks for your confidence in writing me as you did. Incidentally,

I was pleased that you thought well of the report of the Bill Jackson Committee.
It is still 2 tendency of moat pecple to consider pasychological warfare as &
separate entity, whereas actually it is nothing more than the slement which
should be injected into every word and action of this Government to help

- create an uniform and sense-making presentation.

Hnd regards and I hope you will not hesitate to give me the benefit of your
comments at any time.

Sincerely yours,

C. D. Jackson

Mr. Lawrence M. C. Smith
FPresgident

Panocean Company, Inec.

1707 Benjamin Franklin Parkway
Philadelphia 3, Pennsylvania

bo--Mr. Allen Dulles {with original)
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, Fa w’ ﬂ-ﬁ;p-q'[. }F:;d Buikding Panoosan, Washington, T C.
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Prndeonie. Po PANOCEAN COMPANY Panccean, Philadatpiia

1303 Wisconsin Ave., N. W.
WASHINGTON 7, D. C.

ir, L. M. “. Smith,
Wolfneck Fam,
Freeport, laine.

“Lear Hr. Smith:

In conneetion with your recent request for an appraisal of the situstion
in ‘muatemala and the problems involved in trying to refinance our lumber
operations down there, I am giving you the following swemzry of my
experience of long years in Latin smericen countries and attempts in
this country to raise finances for these projects,

Lue to local maragement problems involved in our original set-up in
Guatemala, not connected with the Goverrment, we found the company

needs refinancing as well as new manzgement. In an effort to arrange

the refipancing, we have contacted elght financially responsibie

persons or groups, and while we found them interested in the operation

and our objectives of betteringthe living standards in the badwards
countries, as well as having a reasonable profit motive for our operations,
they were frightened off by the news on Duatemala,

There are a mmber of imerican companies that have been workdng in Juatemals
for many years with little or no trouble. They work under the laws of
the country, pay taxes, and do all of the things that the local people
de down there. Mowever, the twe companies mentioned in report of the
International Banlk for deconstruction and Development in their report
of July, 1951, on Cuatemala, appear to be the source of frietion and
foel for the Commurdst flame. “he Bank reports:
"It is the view of the ¥ission that if a few obvicus adjustments
can be made, both in the seneral attitude toward foreisn imest-
ment and in some positive aspocts governing it, the way might
be paved for a successful revision of the legal status
governing activities of the United Fruit Sompany &nd the
International Hailways of Jenfrel smerics in “natemala,

"The basic philosophy of the rresent contract with the Irter-
national F=ilways of lentral smerica, concluded in 1923 and
running until the year 2009, does not appear to be fundamentally
diflerent from that of the {irst concession granted by the ad -
ministration of Seneral Zarrios as early as 1877, The original
contract was concluded in 1901 with the United Fruit “Yompanyr.
‘hese dates by themselves illustrate the outmoded character of
these agreements.,

e

lhere is need to anproach their revision in a fair and open-
minded manner, rather than in a legalistic way, sinee no selution
can be found if each party stands Cimly on what it considers

to be its own rights,

"It is arperent that, even at present, both the foreirn companies
¥
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and t he Govermnment find it in their own interests to maintain
worliing economic relations, Unce these relstions are put on
a firm and motually satisfactory basis by the revision of the
contracts, an extremely important cause of friction between
tmatemala, private forelgn investors, 2nd perhaps some secbors
of public opinion in other countries may well be eliminated,®

Zomewnat similiar remarke are made about the contract with the Electric
Company of Guatemala, the other major enterprise involved in the present
diffienlties,

* How you may ask me why it is important to discuss these contracts in

connectlon with our oon operations. Well the answer is simple., ¥We
need to go ahead with our operations dowm there and we can not obtain
finaneial assistance as long as articles such as those published by
Edward Tomlinson in the Washington Daily Hews and other newspapers
throughout the country are continued. (See on example which appeared
in yesterdays News.) They obvicusly will be continued unless cur
“overmment takes a firm stand and leads cur U. 5. fims out of situ-—
ations which are forerunners of mistakes like the Anplo-Iranian

Uil Company fiasco in Iran.

There is mich development that can take place in Central and South
imerica, and which would provide much needed markets for U, 5. products,
as well as provide some additional trade for our Allies, However,
without this d evelomment, which private enterprise should undertake,

on a much faster scale than is now possible under present policles,

the area is ripe for continued revolutions, changes of ideologies,

ete., as experience of over 300 years in Latin america has not developed
a better world there for the mass of pecple, and they are looking for
something, without knewdng just what. Anmy promiseof a change appears
logical to them, as Demoeracy, as it has been practiced down there until
now, has been a series of revelutions, killings, and the same people
reaping the benefits all 6f the time, The vast majority of the people
are still in a fom of pecnage that is most shocking.

g of renoeean are attempting in our small way to improve conditions
dovm there, and to interest others in developing Latin fmerdea, but
frankly, I beliewve, that in view of the possible inrcads that Cosmurdsm
might make in Guatenala that all of us should put all of our possible
forees Lo licking them in that coumtry, before they can get strong
encugh to be a major problem. It can be done. It will require a

more reasonable understanding of the problem than is now apparent on
the part of the U. 3, Gpvermment in handling the delieate situation of
the Vnited Fruit Uompany, which is the fuel needed and used by Cormundism
to build up their strength.

Just a word about this situation that is irriteting to them down there
as well as %0 us, The Fruit ‘ompany controls the railroad and the ocean
shipring rates. The tariffs ror bananas are at less than cost. The
tariffs on other commodities are unreasonably high on both inland and
acean freight, In view of this situation the general public has been
inflamed by the Commurdists and others into requesting a revision of the
comtract with the Fruit vompany so that the Covermment ecan exercise same
control over the Lariffs, which they are prohibited from doing under
existing contracts.
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45 has been pointed out by the Bank as long ago as July, 1951, this
situation may be irritating other countries into taking actions against
foreign investments to awoid similiar situations arising, ¥e have found
in a number of countries where we have operated that if an industry
enters such countries with a eooperative attitude and leads the way

in this cooperation, they seldom find any trouble from the pecple or

the Goverrment. We have found the Govermment of patemala helpful in
dur operations dowm there, as we operated under locel laws entirely,
withsut any special concessions, and suggested to them wvarious improvements
that would be helpful to us as well as to them such as fire oontrol
measures, forest protection measures, and in general an improvement

of rmrl-r:i.n§ conditions, ie developed & cheap low-cost house (2 rooms
for $300.) and the Goverment took a sample for display at all of
Frovinee fairs. Any industry ean do the sme thing.

There is some Bcsmmism in Ouatemsla. The leaders are Moscow trained.
However, they have sspoused the populap causes such asthat of the -
Fruit Company. They have been given more importance than they rate
in the U. 5. press, which has increased their influence in Tuatemala
as a power to be reckonsd with.

A build up of industry in Latin Amerfics will provide for raising

the living standards of the people, will pemit more ownership of
homes and property, and this one thing alone would stabilize those
Governments down there. This program would have to be a fast moving e-
one rather than the slow approach now being used in Latin Amerieca.

The whole situation in Tuatemala could be eleared up in short order
and a precedent established in this sitnation which would win WA
friends for the U, . as well as be in keeping with the Fresident's
Frogram and objective in sending his brother down there.

4t the present time our various interested parties have indicated that

they do net wish to undertake any eteps until they see a clearer picture

in Guatemala. e have to do scmething to get this cleared up, If

Enu have any suggestlons to whom I might tall in the U, 5. Coverrment
think that we can find a sympathetic ear in the OGuatemalan Covermment.

I was just informed this morning that the Cuatemalans would waleome

an invitation to sit down ard discuss this problem and try te work it

b,

Sincerely yours,

Ve W, ~ Stevens s
Viee President,
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PANOCEAN COMPANY Inc. 'II{W
Sh-Fooat Forate Truse-Bailding
PHILADELPHIA 7, PA.
Expent-lmport Alfiliate
PANOCEAN COMPANY . Cable Address:
1438 Wiscomaln Avenue, M, W July 2'-}‘, 19573 Pasocran; Philadelphia
Washingron 7, I C. ’

The Honoreble C. D. Jeckeon
Special Assigtant to the President
The White Houcwe

Weshington, D. C.

Dear Mr. .Tankam:t_:

T am teking the liberty of writing to you about the situstion in
Guatemals for several reasons. First, yon are widely eredited with having
inspired & great desl of President Eisenhower's speech of April 16th which
I, ag a Demperst, found refreshing. Then your name has been in my memory
for many years {rom my old close friend, Freddie Baily, who was at Princeton
with you, I believe, and who has long sinee passed awsy. Finaelly, I read
summaries of -your recent committee report, on which another friemd, Barklie
m, served, and it seemed to me sgain that you were going dowm the right

Cur Compeny, Panocesn, i8 &-small company which hes been opersting
Bince the war in variouns countries, ineluding Persis end Centrsl America.
We had the first offshore shipment under ECA, from Selvador to France. I
‘became interested in foreign development becesuse of my experience during the
war abroad, in Afries and Burope, not only becmuse I think it csn be profit-
eble tut slso because we want to work out the techmigues of economic develop—
ment in under-developped aress throogh privete investment. In Gustemals,
where we have opersted Lumber mills for the lest year and s helf, we heve not
‘§ met, in the redrgenization and refinsncing of that company, sny diffienlties
with the Guatemslsn government tat, rether, the climate of opiniom in the
United States primarily has prevented our proceeding. )
s

Hecognizing thet there iz commnism in Gustemals, one must also
recognize that this fesr may have been stimulsted end exsggerated for other
reasons. The net result iz that instend of trying to overcome comsunism in
Gustemals by helping thet country economicelly, we =re tullding it up by our
gttecks. It 1s 211 part of the Centrel American plcture in sn ares in which
we have been operating for the past six or seven years. I hope that you might
be sble to contribute to the solution of this situation.

Fia

For your informatlon, I am enclosing a memorendum dated July 21, 1953,
whiich was written by my sssoclate. In bringing this to your sttention I realize
that we may be taking stepz which are commercially unwise becaunse of the an-
tagonisms we may incur. We =re not unfriendly towsrd sny company or group, as
any problems we have had heve been of our own making and not these of outsidera.
The fact resains, however, thet conditions in Guatemzle are in a mess znd that

the present U. 5. policy seems to me to be helping/-
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The Honorable C. D. Jacksaon
The White Housze
Washington, D. C.

to continue that mess.

-2 - July 29, 1953

If we can be of any assistamce in this metter, we would welcome
the opportunity to discuss it further.

LMCS/T

1707 Benjemin Franklin Parkway
Philedelphia 3, Pemnsylvania

Sincerely yours,




