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million culvert pipe, reinforcing steel, tracts, spare and replacement
parts for Guatemalan road building equipment. Estimates Guatemalan
Highway Department higher with neither figure including cost connec-
tion highway with Salvador also desired by President. This American
company offers commence work within 30 days on basis cost plus 5%
percent with appropriate incentive clauses. Regardless whether this or
other agency or company used it should not be difficult with com-
petent FOA or Bureau Public Roads supervision assure efficient use.
Completion detailed justification serve basis bids might take month.
Furthermore, in unlikely event unable wisely spend entire sum this
year carry over small excess into next year as in case other countries
should present no serious problem.
(8) Time of essence. We have too large a stake in this government
to delay meaningful aid. 4
ARMOUR

*In a memorandum of telephone conversation between Ambassador Armour, Coun-
selor of Embassy Mann, and Assistant Secretary Holland, dated Oct. 25, 1954, Mr. Hol-
land is reported as having stated that the FOA had agreed to increase the total amount
of aid to Guatemala from $2.8 million to $5 million, that the increase ‘*had been obtained
just on muscle’’, and that ‘‘the disposition to do what was necessary was deep and relia-
ble here and, if we pushed it the right way, whatever had to be done could be done.”
(814.00 TA/10-2554) Information in Department of State files indicates that the additional
$2,200,000 was to be made up of $1,700,000 transferred to Guatemala from the general
technical cooperation account for Latin America and $500,000 from the development aid
account for Bolivia (Memorandum to Under Secretary Murphy, by Special Assistant to the
Secretary Nolting, Oct. 25, 1954, not printed, 814.00/10-2554).

714.56/10-2754
The Secretary of State to the Secretary of Defense (Wilson)?!

SECRET [ WASHINGTON,] October 27, 1954.
DEAR MR. SECRETARY: Arrangements were made in July of this
year between the United States and the new Government of Gua-
temala under which that government became eligible to purchase
military equipment from this government.” The Guatemalan Govern-
ment has taken action which has removed the objection that the
United States had to Guatemala’s reservation to the Inter-American
Treaty of Reciprocal Assistance and it now appears that Guatemala
- will become a party to that Treaty in the near future.® It is also ex-

' Drafted by Robert M. Sayre of the Office of Regional American Affairs.

2 Reference is to the agreement effected by an exchange of notes at Guatemala City, dated
July 27 and 30, 1954; see the editorial note, p. 1217.

3 Guatemala's ratification of the Rio Treaty was deposited, with a reservation, on Apr.
6, 1955.
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pected that Guatemala will soon approve the defense plans of the
Inter-American Defense Board. As a further means of strengthening
Guatemala’s military relations with the United States and the other
American Republics, I recommend that early consideration be given to
developing a hemisphere defense role for Guatemala as a first step in
the direction of establishing the eligibility of Guatemala for grant mili-
tary assistance under the provisions of Section 105 of the Mutual
Security Act of 1954.

The present Government of Guatemala, which came to power by
ousting a communist controlled government, is cooperating fully with
the United States and it is in the interest of the United States that this
government be supported. Action has already been taken to provide
economic assistance to Guatemala and further measures of economic
cooperation are under consideration. These measures should assist in
maintaining popular support of the present government and help to
stabilize the economic situation in that country, but they make no
direct contribution to winning and maintaining the support of the Gua-
temalan military establishment, which probably will assert the deter-
mining influence in any political crisis in Guatemala. Although a mili-
tary assistance agreement with Guatemala would have the purpose of
assisting that country to develop a unit, or units, of its armed forces
for hemisphere defense missions, provision of assistance under such an
agreement would have the additional result of helping to modernize
the Guatemalan military establishment. It is believed that a bilateral
agreement with the Guatemalan Government would therefore have
considerable appeal to the Guatemalan military and the conclusion of
an agreement would be a major step in the direction of assuring con-
tinued Guatemalan military support of the present Government. The
ability of the present Government to obtain assistance would be the
more important because of the failure of the previous regime to obtain
military equipment from us and would serve to strengthen the Govern-
ment’s prestige with the Guatemalan Army and thus enhance its ability
to maintain internal order.

In view of the unsettled situation in Guatemala it is, quite apart from
support of the present Government, important to maintain the friend-
ship and cooperation of the Guatemalan Army because it is, in the
final analysis, in the best position to determine the successor govern-
ment and its orientation. I think it would be a grave error on our part
not to recognize that fact and to do everything possible to orient the
Guatemalan military toward the United States and secure its firm sup-
port for our policy of assuring that communism does not again acquire
any influence in the Guatemalan Government.

Because of the special nature of Guatemala’s case, 1 consider it of
great importance that we be in a position to offer the Guatemalan
Government a bilateral military assistance agreement as soon as that
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Government completes ratification of the Inter-American Treaty of
Reciprocal Assistance. That should occur within the next sixty days. I
therefore urge that prompt consideration be given to developing a
defense role for Guatemala and to making available the necessary
funds during this fiscal year and fiscal year 1956 to initiate and carry
out a suitable military assistance program in Guatemala.

Sincerely yours, JoHN FOSTER DULLES

714.5 MSP/11-2454
The Secretary of Defense (Wilson) to the Secretary of State

SECRET WASHINGTON, November 24, 1954,

DEAR MR. SECRETARY: I refer to your letter of 27 October 1954,'
with regard to a possible military assistance program to Guatemala.
You urge prompt consideration be given to developing a defense role
for Guatemala and to making funds available to initiate and carry out
a suitable military assistance program for that country.

You are aware, of course, that because of the limited MDA funds
available for Latin America, a military assistance program for Gua-
temala can be carried out only at the expense of other programs
world-wide. You will appreciate that the cumulative effect of support-
ing numerous new programs in Latin America, by diversion of the
limited MDA Program funds, is of much greater significance than
would be indicated by the relatively small amount of funds required
for individual country programs in the area. In the case of Guatemala,
such diversion of funds at this time can be justified primarily by politi-
cal considerations only.

Before the Department of Defense can develop a proper defense
role and force bases for Guatemala, it will be necessary to make a
military survey of that country in order to examine defense require-
ments, status of equipment and troops, and ability of the country to
support military forces. Such a military survey is necessary to prevent
recurrence of the hastily implemented program for Honduras, in which
there was considerable duplication of equipmerit and in which there
has been criticism from the U.S. Ambassador as to the type of unit
supported. It is realized that conduct of the survey might make it dif-
ficult to meet your timetable for presentation of a bilateral military
assistance agreement to the government of Guatemala. However,
dispatch of a survey team before presentation of a bilateral agreement
might provide some psychological advantage and, in any event, will
provide a basis for development of a sounder program for Guatemala
than would otherwise be possible.

! Supra.
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It is requested that the Department of State obtain political
clearance for the conduct of a military survey of Guatemala. Concur-
rently, the Department of Defense will make preparation for prompt
dispatch of a military survey team, as well as subsidiary actions
required before negotiation of the necessary bilateral agreements with
Guatemala can take place.

It is further requested that your Department be prepared to initiate
action to obtain the required Presidential determination as to the eligi-
bility of Guatemala for grant military assistance. In the meantime,
direct contact may be established with the Chairman, US Delegation,
Inter-American Defense Board,? who will be responsible for the milita-
ry survey of Guatemala, and for carrying out the necessary bilateral
negotiations for the Department of Defense.?

Sincerely yours, C. E. WILSON

2Lt. Gen. Howard A. Craig, USAF.

3In a letter to Secretary of Defense Wilson, dated Dec. 2, 1954, not printed, Deputy
Under Secretary Murphy stated that the military survey requested by Secretary Wilson
had already been completed, and that upon receipt of a letter from the Department of
Defense indicating that defense plans required the participation of Guatemala, the De-
partment of State would seek the necessary Presidential determination as to Guatemala’s
eligibility for grant military assistance (714.5 MSP/11-2454).

714.56/11-2654

The Secretary of State to the Director of the Foreign Operations
Administration (Stassen)!

SECRET [WASHINGTON,] November 26, 1954,

DEAR MR. STASSEN: Our Ambassador to Guatemala has urgently
recommended, for important political reasons, that certain military
equipment be made available to the Government of Guatemala and
delivered before December 22, 1954. The equipment is desired for use
in connection with a military demonstration to be held in Guatemala
City on December 22, 1954, for the purpose of encouraging anti-com-
munist elements and deterring communist conspiracy in Guatemala by
a public show of Guatemalan military strength. As indicated in the en-
closed memorandum of November 23, 1954,2 from the Department of
the Army, General Matthew B. Ridgway has informed the Guatemalan
Ambassador, in Washington, that the Department of the Army will
prepare the desired equipment for shipment without delay on a vessel
scheduled to depart from New Orleans on December 10 and to arrive

!Drafted by Special Assistant for Inter-American Military Affairs Spencer and Mr.
Fisher.
2 Not attached to source text.
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in Puerto Barrios on December 16. The Guatemalan Ambassador,
however, has informed General Ridgway and representatives of the
State Department that his Government cannot at the present time
make full payment for the equipment in cash but would be prepared to
pay for it on deferred payment terms under the provisions of Section
106, Public Law 665, approved August 26, 1954.

The Department of State believes that a public demonstration by
Guatemalan military forces in possession of adequate equipment
recently delivered by the United States would emphasize to communist
elements in the Central American area the firm intention and the
capability of the present Guatemalan Government to resist communist
subversion and conspiracy with armed force and the determination of
the United States to support Guatemala in resisting communism. This
would conform with our national policy objective of eliminating the
threat of communism from Guatemala and the Central American area.
The Department of State therefore strongly recommends that Gua-
temala be permitted to procure the desired equipment on deferred
payment terms and that the transaction be authorized in sufficient time
to assure delivery of the equipment in Guatemala before December
223

Sincerely yours, For the Secretary of State

FRrREDERICK E. NOLTING, JR.
Special Assistant to the Secretary
for Mutual Security Affairs

*In a letter to Mr. Stassen, dated Nov. 29, 1954, supplementing this letter, Mr.
Nolting, for the Secretary of State, stated in part that in spite of the current shortage of
cash resources in Guatemala the Department of State believed that the country’s econo-
my was “basically sound and that the long term fiscal outlook of the Government may
be considered as reasonably optimistic.” (714.5 MSP/11-2954)

Information in Department of State files indicates that by Dec. 3, 1954, the Department
approved for sale to Guatemala on deferred credit terms military equipment, including vehi-
cles, parts, and small arms ammunition, valued at approximately $400,000 (714.5 MSP/
12—-354), and that most of this equipment arrived in Guatemala prior to Dec. 22. Additional
pertinent documentation is in files 714.5 MSP and 714.56.

Editorial Note

On December 13, 1954, the United States and Guatemala signed at
Washington an agreement providing for development assistance to Gua-
temala, which entered into force on the same date. For text of the
agreement, see 5 UST (pt. 3) 2972, or TIAS No. 3155. For addi-
tional information, see Department of State press release 715, dated
December 13, 1954, in the Department of State Bulletin, December
27, 1954, page 985.
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MID files, lot 58 D 18
Memorandum by John W. Fisher of the Office of Middle American
Affairs'

CONFIDENTIAL
BALANCE SHEET—DECEMBER 31, 1954

GUATEMALA

Guatemala Wants:

0

1. Faster implementation of economic and technical assistance
promised by U.S.

2. Grant of 12,000 metric tons of corn to relieve shortage.

3. Cash assistance to get Inter-American Highway work accelerated
pending reimbursement from U.S. funds.

4. Reimbursement for services of Elmer Batzell, petroleum adviser
contracted by Guatemalan Government.

5. Renegotiation of U.S.-Guatemalan Trade Agreement.

6. A Bilateral Military Assistance Agreement with the U.S.

United States Wants:

1. Acceptance of sound advice in fiscal and development policy.

2. Coordination of technical advice received from U.S. and that
received from Venezuela (petroleum), IBRD and IMF (financial and
economic development), and any other non-U.S. sources.

3. Encouragement by Guatemala of repatriation of its own private
capital abroad.

4. Discussion of an Investment Guarantee Treaty with the U.S.

5. Conclusion of Air and Military Mission Agreements.

!'There is no indication of a drafting date on the source text.



