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This study offers an account of the presidency of Manuel Estrada
Cabrera (1898-1920), concentrating on the political, social and economic
aspects of his reégime.

Following the ‘Liberal' inheritance of the Justo Rufino Barrios years
(1871-188%5), Cabrera 1is a significant figure in the trajectory of
autocratic régimes in Guatemala, which, with few interruptions, stretches
from Rafael Carrera (1844-1861) to the present day. Cabrera inherited some
of the techniques of Guatemalan dictatorship, but he was also an
unorthodox and controversial ruler, remarkable for his sustained retention
of power and for the methods he used. 4

The historiography of nineteenth and twentleth—century Guatemala is
not generally rich and the Cabrera perigd #s one which has been neglected.
Although the United States' and severyl other diplomatic archives were
examined in order to complete this gtady; it mdst be stressed that it does
not try to explain Guatemalan history through U.S. foreign policy; rather it
seeks to focus on the man, and tﬁe\people who kept him in power for
twenty-two years. Diplomats and travellers wrote informative reports which
often give frank assessments of character and motive, as well as
commenting on internal and external matters in reports which supplement
local sources. Secondary sources have also been examined, as well as what
remains of Cabrera's private archives, contemporary letters and documents.
Furthermore, oral sources added much information.

This dictatorship 1s intrinsically interesting, given the peculiarities
and unusual transformations which Cabrera instituted in his government and
in national life so as to retain power. This study of Cabrera hopes to
enable the reader to appreciate better how such autoc¢racies have
propagated themselves in Guatemala and what strains and prgssures they
were under, and may even afford some pointers for more recent times.
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My D. Phil. thesis offers an account of the presidency of Manuel
Estrada Cabrera (1857-1924, President 1898-1920), considering the
political, social and eccnomic aspects of his régime.

The thesis is divided into five main sections, two of these in two
parts, followed by an epilogue. The first two chapters set the scene and
are intended to provide the reader with the necessary background to
subsequent events. Chapter Four, 'El Seflor Presidente', describes the
political workings of the régime and the emergence of cabrerismo. Chapter
Five, 'The Decline and Fall of Don Manuel', deals with his final years in
office and explains how cabrerismo lost momentum and thus how Cabrera
lost power. The Epilogue attempts to present a glimpse of the state of
government and the nation in the aftermath of Cabrera's downfall in 1820.

The first chapter describes the social life of the capital - and, to a
lesser extent, of the smaller cities - at the turn of the century. In
addition to describing the religious calendar which had come to dominate
the republic since the Spanish conquest, it attempts to show that much of
the social and political patterns had changed 1little from colonial times
despite Barrios's liberal anti-clericalism of the 1870s. It also attempts to
show that although Guatemala continued to be colonial and insular in many
ways - because of 1ts geographical and political isolation - it
nevertheless kept up to date with the social, political, and literary trends

of Europe and America.
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Under Cabrera Guatemala came to have a lively cultural life, even if
this was sometimes limited by political circumstances. This chapter also
describes the education system and the famous fiestas de Minerva which
became the hallmark of the Cabrera régime. Were these as wonderful as
adulators made them out to be, or were they in reality demeaning and
repressive? What purpose did they serve, and what effect did they have on
the generation of students who grew up during the administration? These
are the questions I set out to answer.

There can be no doubt that as Cabrera‘s dictatorship wore on his
education policy became more militarized. This is partly because he placed
military officers in charge of the school system, and expected strict
disciplinary codes to be instituted. Yet in spite of this it was in his
schools, especially the Instituto Nacional Central de Varones, that the
values of young Guatemalans were formed. Their schooling and later
experience of politics shaped their outlook towards government. Finally
some consideration is given to the re-establishment of the Escuelas
frdcticas, which were aimed at that sector of the population which
benefitted more from acquisition of a practical skill rather than general
knowledge. Thus, while not perfect, nor as well-organized and well-funded
as Cabrera's propaganda machine would have us believe, his education
system changed many people's lives for the better.

The presence of different well-known literary figures - José Santos
Chocano, Rubén Dario, Porfirio Barba-Jacob - undoubtedly resulted from
Cabrera'’s attempts to lure intellectuals and writers for his Minervalias
and I have tried to show their interaction and impact on the local literary
scene as well as on student circles of the time. I also introduce the

little-known literary figure, the Catalan Jaime Sabartés, who not only
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brought the first Picasso canvases to the American continent and
influenced a large circle of artists at the time, but also subsequently
wrote two novels about the dictatorship. Another characteristic of the
period is that there was a literary renaissance in the country, producing
many important writers in what have since become known as the generacion
del 10 and the generacién del 20. The most famous of these was Miguel
Angel Asturias, whose novel about the tyranny won the 1966 Nobel Prize for
literature.

Chapter Two examines many basic aspects of the Guatemalan economy
immediately before and during Cabrera's régime. The state of government
finances, government expenditure, the sources of revenue, government loans,
the rdle of national and international banks, the issue of paper money and
its consequent depreciation, inflation, the flight of silver and the
deterioration of the exchange rate will also be considered. Guatemala's
external debt with the Council of Foreign Bondholders and the diplomatic
problems it posed is also examined. Some attention is given here regarding
Cabrera's interference in Central American politics as this involvement was
in many ways intended to disrupt U.S. financial schemes for Guatemala and
eventually contributed to his downfall.

The third chapter deals with the biographical background to Cabrera, as
well as outlining his rise to power, and it describes his political
antecedents, and the atmosphere in which he took power. It attempts to
clarify many of the questions which remain unanswered regarding President
Reyna Barrios's death on 9 February, as well as Cabrera's alleged
involvement in this incident. Many critics of his dictatorship feel that he
was behind his predecessor's death. However, conversations with several

historians and people with personal memories of these years lead me to
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believe that he was not behind Reyna Barrios's murder, but simply used
this episode to seize power by invoking his entitlement as Vice-President.
I have tried to show how Cabrera‘s previous experience as Minister of the
Interior helped him to bring about an immediate and systematic alteration
of the local bureaucracy. Larger and more important reforms followed, but
these are not examined until Chapter Four.

Chapter Four, entitled ¥EI Sefior Presidente', deals with the workings of
Cabrera's political system. The first part of Chapter Four describes how
many Liberal institutions were modified, improved, or transformed from the
political system Cabrera inherited, in order to strengthen his own position.
It also explains how cabrerismo evolved out of this system of corruption
and complicity, and was sustained for so long. This includes an examination
not only of the established institutions such as the National Assembly and
law courts, but also of the army, police force, spy network, prisons and
newspapers, all of which contributed to making this one of the most
repressive governments of the region.

Part Two of Chapter Four takes the reader chronologically from
Cabrera‘s first re-election in 1805 through the increasingly repressive
times of the 1906 war with El1 Salvador to the well-known abortive
assassination attempts of 1907 and 1908 and ends with Cabrera well
established in power in 1914. Here I have attempted to show how Cabrera
directed all the institutions at his command - the army, the law courts,
Congress, the press, and the public - to serve him unconditionally,
irrespective of truth and justice. I also try to convey the fear and
collective complicity which resulted from this atmosphere, and which
allowed Cabrera to continue in office.

Chapter Five, entitled ‘The Decline and Fall of Don Manuel', is also
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divided into two parts; it describes Cabrera's final re—election and his
last years in office (1917-1920). Part One deals with the many extraneous
events which affected his régime, such as the First World War, the
earthquakes of 1917-1918, mounting inflation, and U.S. government
dissatisfaction with his reégime, and how this led to the establishment of
the Unionist Party. Some attention is given to how this, the only fully-
fledged opposition party to exist during his long term in office, came into
existence, and what sort of people formed its directive and base of
support. The question of how the Unionist Party was legalized and was able
to win over the army and Congress is discussed. The réle of the U.S.
government in the development of events is also examined.

Part Two of this fifth section takes us into Cabrera's final weeks in
office, when his government was no longer recognized by the people and had
been replaced by the Unionist FParty. The background cf the events of the
‘Tragic Week' is given, as well as an account of the circumstances under
which Cabrera finally resigned. There is also a description of Carlos
Herrera's first months in office as provisional president, and the changes
which were taking place within the Unionist Party at this time.

Chapter Six, the Epilogue, discusses the contributions and shortcomings
of the little-studied Herrera government (1920-1921) which temporarily
replaced Cabrera’s dictatorship. It also examines the roots of the
cuartelazo of December 1921 and tries to show how subsequent governments
were a continuation of the system Cabrera had instituted during his
twenty-two years in office. The first two successors of cabrerismo were
Generals José Maria Orellana (1921-1925) and Lazaro Chacon (1926-1930),
who had been educated and f{frained under Cabrera's régime. Their

administrations are briefly examined, as are their weaknesses and the
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difficulties they faced. Finally the emergence of Cabrera's real successor
- Jorge Ubico (1931-1944) - is briefly discussed and conclusions drawn.

Most existing material specifically pertaining to Cabrera derives from
contemporary sources and tends to be contentious, as not surprisingly this
president always provoked much controversy. The majority of writings
consist of memoirs and accounts by members of his cabinet, political
rivals, clergymen, visiting dignitaries, etc., but fictionalized versions of
the régime also exist as well as political essays. Whilst most of these
sources tend to be highly partisan in nature, nevertheless they provide
some revealing insights, particularly into disputes and conflicts of the
period, and must therefore be taken into consideration. For example, EI
sefior presidente by Miguel Angel Asturias, perhaps the best-known novel
based on the Cabrera years, offers an unusual vision of the use of terror
as an instrument of policy over almost twenty—tiwo years.

To try to establish objective facts about Cabrera and his
administration, or at least to try to arrive at more reliable analyses and
opinions which are untrammeled by fear or prejudice, as well as defining
the major role of certain influences in almost every aspect of Guatemala's
political life, I have turned my attention to U.S. and European diplomatic
records, which have Aproved a rich vein of original primary sources for the
period. During my researches I have consulted the British Foreign Office
Papers and Consular Reports in the Public Record Office, Kew; the National
Archives and the Library of Congress in Washington, D.C.; the Spanish
Consular Reports 1in the archives of the Ministerio de Relaciones
Exteriores, Madrid; and various French diplomatic accounts at the Archives
Nationales and Quai d'Orsay in Paris.

Ambassadors and consuls, always jealous of their respective country's
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best interests, wrote informative reports back to their ministries,
commenting on internal and external political and economic matters, giving
frank opinions of character and motive, and even recounting anecdotally the
more out-of-the ordinary incidents in Guatemala City and the countryside.
A fair proportion of these analyses and commentaries supplement the
local sources alluded to below; using the domestic and foreign points of
view, it seems possible to arrive at a much more accurate and full account
of the period than has previously been available.

Furthermore, I have worked with the various printed Guatemalan sources
and secondary material - such as travellers' accounts and business reports
- which were available to me in the libraries and universities of the
countries 1 visited. The best of these collections is held by the Latin
American Library at Tulane University in New Orleans where I was able to
find many rare sources, such as the Dieseldorff Papers, and their large
collection of Central American printed ephemera (CAPE), in addition to an
excellent collection of secondary sources.

In Guatemala itself I was able to examine the vast newspaper
collection at the Hemeroteca Nacional under the guidance of its Director,
Don Rigcberto Bran Azmitia. The Archivo General de Centro América in
Guatemala City also proved a rich and inexhaustible source of documents.
These have not yet been fully classified and through the help of the
Archivo's excellent staff I was able to examine many boxes of material
salvaged from Cabrera's personal archives, as well as the official
government correspondence to and from various ministries and jefaturas
polfticas, and letters from individual citizens.

The high point of my researches was being able to spend much time in

the company of a number of Guatemalans who remember the Cabrera days and
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relatives of the persons quoted and mentioned in my thesis, who shared not
only their libraries and ideas with me, but also their memories.

As far as form and methodology are concerned, the history of post-
Colonial Guatemala has, in general, been approached by concentrating on its
part in the Central American Union and the development of its 'banana-
republic' status. Recently, however, an excellent monograph has been
devoted to one of Cabrera's most notorious successors, Jorge Ubico
(President 1931-1945). K.J. Grieb's Guatemalan Caudillo (Athens, Ohio,
1979) 1is, then, one of the first serious studies to be centred on an
individual Guatemalan leader. The only significant scholarly book—-length
work specifically treating the Cabrera years is D.H. Dinwoodie's doctoral
dissertation ‘'Expedient Diplomacy: the United States and Guatemala, 18398-
1920' (University of Colorado, 1966). Taking a cue from Dinwoodie, I have
myself gone over many of the US. sources he consulted and broadened my
survey to include and take account of the principal European countries at
the time. Like Grieb, however, I have focussed basically not on a history
of relations between the two countries but rather on the president and his
politics, proceeding from there to analyze and assess his régime and some
of his dealings with foreign powers.

The historiography of nineteenth and twentieth-century Guatemala is
not, in general rich, and the Cabrera period is one which has been
particularly overlooked and neglected. I believe that this dictatorship is
intrinsically interesting both internally - for example, given the
peculiarities and unusual transformation which Cabrera instituted in his
government and national life in order to maintain himself in power - and

externally - on account of the growth and shift of foreign interests and

periodic American and European intervention. A study of Cabrera should in
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addition enable us to appreciate better how such autocracies have tended
to propagate themselves in Guatemala, what strains and pressures they were
under, and may even afford some pointers for more modern times. I believe
that this doctoral thesis provides a detailed, thorough and searching
account of Cabrera's presidency, something which to date has been

noticeably lacking in the literature of the area and the period.
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..Es apdtico y costumbrero; no concurre a las citas, y si lo
hace, es siempre tarde; se ocupa de los negocios ajenos un
poco mds de Io que fuera necesaria y tiene una asombrosa
facilidad para encontrar el lado ridiculo a los hombres y a
las cosas. El verdadero chapin...ama a su patria ardientemente,
entendiendo con frecuencia por patria la capital donde ha
nacido; y estd tan adherido a ella, como la tortuga al
carapacho que le cubre. Para él, Guatemala es mejor que Faris;
no cambiaria el chocolate por el té ni por el café... Le gustan
mas los tamales que el vol-au-vent, y prefiere un plato de
pipian al més suculento roast-beef. Va siempre a los toros
por diciembre, monta a caballo desde mediados de agosto hasta
el fin del mes; se extasia viendo arder castillos de pélvora;
cree que los pafietes de Quezaltenango y los brichos de
Totonicapan pueden competir con los mejores pafios franceses y
con los galones espaficles; y en cuanto a misica no cambiarian
les sonecitos de pascua por todas las dperas de Verdi. Habla
con un castellanc antiquisimo: vos, habis, tené, andd; y su
conversacion estd salpicada de provincialismos, algunos de
ellos tan expresivos como pintorescos. Come a las dos de la
tarde, se afeita jueves y domingo, a no ser que tenga catarro,
que entonces no lo hace asi le maten; ha cumplido cincuenta
primaveras y le llaman ,todavia nifio fulano; concurre hace
quince afos un tertulia, donde tiene unos amores croéonicos que
duraran hasta que ella o él bajen a la sepultura. Tales son,
con otros que omito, por no alargar mds este bosquejo, los
rasgos principales que constituyen al chapin legitimo...

José Milla, Cuadros de Costumbre [1862]. New edition,
Guatemala, 1982:44-5.



CHAPTER ONE
FIN DE SIECLE GUATEMALA

This chapter will examine many aspects of Guatemalan society during
the Cabrera years. It will describe 1life in the main cities, their
architecture, and the social, political and religious calendars affecting
all those living in the country. Education, which became Cabrera‘s hallmark,
will also be examined here: the shortcomings of his system as well 1its
benefits. While considering education, 1t is necessary to analyze the
unusual ‘cult of Minerva', which is one of the best remembered aspects of
this presidency. Throughout Cabrera's twenty-two vyears in office the
flestas de Minerva or Minervalias were both a successful form of
cabrerista propaganda and an effective method of social control. Through
these celebrations Cabrera exported his image as an 'enlightened despot' to
the United States and to Europe, and hoped to inspire confidence in future
investors and dreams of panamericanism; at home the fiestas helped to
ensure public order and allegiance to his person.

Guatemala is a small country of 42,042 square miles. The Sierra Madre,
which runs diagonally across the republic from northwest to southeast,
makes up about one-third of its total area, and contains the majority of
the population. The principal cities have always been in the western
highlands and this area has remained consistently urban since Spanish
colonial times. Also since colonial times, Guatemala's principal crops have
been cultivated in the fertile southern belt and western regions of the
republic.

Martinez Peldez estimates that Guatemala's population in 1824 was one
million, and it remained at about this level for most of the nineteenth

century. Indians remained the ethnic majority - around two-thirds of the
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population - between 1885 and 1921, although there were marked regional
variations. The smaller ruling group became known as ladinos, the term for
Spanish-speaking Guatemalans of mixed descent and eventually for Indians
who adopted western customs. Between 1885 and 1921 Guatemala's population
nearly doubled, from 1,224,602 to 2,004,900.

During the final decades of the nineteenth century, Guatemala City
remained a quiet capital. Its business was interrupted at regular intervals
by religious and national holidays and occasionally by earthquakes or
military uprisings. By the late 1880s Guatemalans no longer felt soO
inadequate in comparison to Porfiro Diaz's Mexico because railroads,
telegraph lines, a good postal system, and modern machinery had arrived, as
well as telephones. Reyna Barrios's administration introduced the more
cosmetic aspects of modernity: concerts, horse-races and international
exhibitions. By this time several newspapers were publishing translations
of French novels and reported for example, on the development of the
Dreyfus affair and other European scandals. These seemed to epitomize this
president's culture. Reyna Barrios's extravagance resulted in a worsening
of the national economy, but national pride overlooked much of this and a
certain internationalism seems to have resulted. However, despite the up-
to—date fashions and a greater awareness of current events beyond Central
America, Guatemalan society naturally remained insular in many ways.

Fin de siecle Guatemala was a small and intimate world where much
could be learned about a person's background from the clothes he wore, the
house he lived in, the churches and schools he attended and of course from
his name. Many, like the Aycinena, Batres, Beltranena, Garcia Granados,
Montufar, Pifiol, and Villacorta families, could trace their roots to the

early days of the colony when they had been appointed as administrators
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representing the Spanish Crown. Others, like Bouscayrol, Castillo, Herrera,
Novella, Sinibaldi, and Ubico made their fortunes during the modernization
schemes begun by Barrios in the 1870s. Another group made their
reputations through the setting up of factories, the establishing of
import-export houses, and the growing of coffee during the late nineteenth
century.’

Some foreigners also joined the ranks of high society. Coffee planters
like Dieseldorff in Alta Verapaz, bankers like Stahl, and many Spanish and
Italian immigrants with businesses. Professionals, like the Bianchis, who
had been asked by Barrios to come and teach at his newly founded schools
and at the universities, and those educated abroad, were also highly
regarded.

It cannot be said that the upper-class was entirely apolitical or
completely conservative in its outlook, as one of the leaders of the 1871
liberal revolution had been a distinguished criollo, General Miguel Garcia
Granados. Besides, during the liberal period many from the upper class and
professional élite became members of the National Assembly. Through the
establishment of the Escuela Folitécnica, the military also came eventually
to wield a great deal of power - one of Garcia Granados's aims had been
to create a military eélite, but not all its members were drawn from
outside the upper class. Often, younger or problematic sons of established
families were sent to the Politécnica and completed their studies. One of
the best known of such upper-class graduates was Jorge Ubico, who went on
to become president in 1931. Thus, military links also helped the upper
classes to guard their interests. All the same, most coffee-growers and
businessmen believed that as long as the country was functioning more or

less normally politics were best left to others.
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A small number of Guatemalans travelled to Europe and the United
States and some were educated abroad. Some of those who returned from
such séjours did not merely bring back the latest fashions from Paris and
London, but came back with modern ideas of government. One such group
were the Rodas and Echeverria brothers, who were dismayed by the tyranny
they found upon their return in 1906. In 1907 they attempted to kill
Cabrera by placing explosives under ihe road where his carriage was
expected to pass. They failed and were among the early martyrs of the
resistance.

The upper classes owned land in the provinces and sometimes had
businesses in the capital or main towns and often belonged to the same
clubs. The most important of these in Guatemala City were the American
Club, the Club Guatemala, the Lawn Tennis Club and the Polo Club. They also
felt strong links with the Catholic Church as most had received a Catholic
education. For many the Church continued to be an important institution, as
it seemed to represent and uphold many colonial privileges and values. If
pressed, this group would have defined their political outlook as
conservative, although most recognized the obvious advantages of liberalism
to their businesses.

Despite‘ some modern innovations in the country, Guatemala City and its
provinces struck many visitors as quaint. The Peruvian poet, José Santos
Chocano, described it as:

Lo, Wna cludad de Castilla la Vieja, colocada entre barrancos abismados y
crestas sorprendidas, Hay en toda esta ciudad un ambients solsans, alstico,
nobrliario, Llos templos de pesada arguitectura, las casas ode aspec ity
solariego, los portales vetustos, los balconss arcaicos, los aleros, las
gaolas, [os santos empotrados en las esguinas, todos los detalles de es5ta
ciudad de hijosdalge, la reviste de wn cardcter andcronico y, por 1o alsmo,
sugestivo, & Iinteresante para mi 2spirity de posta,

Los axponentes mdximos de tal cliudad extdctica y suntuosa son en 1900 2/

reposo pétreo de su florida catedral y la lentitud parsimoniosa de Sus
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grandss carruajes de passo,

El alma de I3 ciudad esta hecha para la oracidn profunda y para &l paseo
grave,

Las damas llevan el devocionario, en las manos y los caballsros visten de
levita y chistera, Guatemala, cuande la conozco sigue sintiendose un pocy

ped

‘Capltanta General’, -

Throughout the nineteenth century much of the capital's appearance
continued to be colonial and its layout was based on a grid system with
streets (calles) running from east to west, and avenues (avenidas) running
from north to south. Each street and avenue had a number, as did every
house in every neighbourhood. Many streets continued to be known by their
colonial names: Callején del Judio, del Conejo, de Escuintlilla, del Rey, de
Santa  Teresa, del Sol... The pavements were sometimes almost
indistinguishable from the flagstones or cobbles which made wup the
streets. Some avenues sloped towards the centre for drainage, while most
streets remained dirty until the rains came. During the rainy season it
was sometimes impossible to get an ox-cart through the mud as rivers of
water ran down the streets. In some neighbourhoods little wooden bridges
were set up so that people could cross the roads. ‘Where bridges were
lacking'’, Hugh Wilson explains, ‘patient Indians waited under their ponchos
and carried you across on piggyback for a couple of cents'®

Many colon?al architectural features remained in the capital,
especially the barracks and the local comandancias. The best known of
these was the usefully-named La R&pida, near the presidential palace. In
the evenings night watchmen known as ronderos and serenos kept watch.
The two entrances into the city were closely guarded and records kept of

all those entering or leaving the capital:

Habla dos entradas a la cludad, la de Guarda Viejo, que estaba protegsdo
por ol fuerte de Matamoros, Habla en la cludad la 6uardia de Honor, en o}
sitio donde ahora se encuentra el Pargue Centenmario, del lado de la Flazg
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de Armas, £l Fargue Central estaba diseflado a base de planos espafoles; por

el lado orieptal estaba la Catedral como hoy en dfa, Del lado norte se

sncontraba el Fortal de la Municipalidad. 1llamado también ‘Fertal

Municipal', donde habfa wna biblioteca y wuna gue otra tiendz d9

comerciantes libaneses, Al poniente estaba 'El Fortal de Armas’, que

Inclufa la Comandancia de drmas y 2l despacho del Fresidents de 13

Repiblica, en la esgquina de [la octava calle y sexta avenida, Hoy se

encuentra una placa que fue el lugar donde se firmd ol dcta de /3

Independencia de Centroamsrica,

In 1900 Guatemala City was divided into four main parishes: San
Sebastidn, E1 (Calvario, La Parroquia and EIl Sagraric. The city was also
divided into neighbourhocds, commonly referred to as cantones. Many of
these were named after former presidents, such as Barrios or FBarillas;
others after concepts such as Independencia, La Libertad or La Paz, while
others merely described their function or location: Exposicidén, EI1 Centro,
Tivoli, Las Charcas, Guarda Viejo, Villa de Guadalupe or Jocotenango,
Famplona, La Farroquia. During Cabrera's presidency many parks, schools and
neighbourhoods took his name, as did the cantdén of Guarda Viejo, which
became known as Ciudad Estrada Cabrera. After the earthquakes of 1917-
18918 new settlements 1like £E1 Gallito and Colonia Abril were formed,
changing the appearance of the city.

The wealthier neighbourhoods had better streets, better lighting and a
better sewage system compared to the barraca-filled quarters. Electricity
was not widespread and houses were mostly 1lit with candles or kerosene
lamps. In the central districts the streets were 1it by electrically
powered carbon-arc lamps. The city's main water supply came from a water
tank known as ‘la Habana', located between Tenth and Eleventh Avenues, not
far from the Central Railroad Station and the bull-ring. Telephones were

used by foreign legations and important government officials as well as by

those citizens who could afford them.
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Fashionable neighbourhoods tended to be in the centre of town near
the Cathedral or the jacaranda-lined avenue leading to the race track. In
1302 Cabrera commissioned Francisco Vela to make a relief map of the
republic. The hippodrome had been built during Reyna Barrios's time in the
barrio of Jocotenango and in 1801 Cabrera built an enormous Greek temple
in its centre which became known as the Temple of Minerva. This temple and
others like it were the stage for the elaborate ceremonies honouring
teachers and students every October and November. It was a popular meeting
place for promenades at all times of year. Nearby one could find the
famous Italian restaurant, ‘Carissimi‘'; other popular restaurants were to be
found in the city.

The city's many parks provided pleasant outings. From the Cerro del
Carmen the city looked like an enormous garden divided by whitewashed
walls and church towers. Built in the valley of the Ermita, Guatemala City
was full of low buildings, most of which had brightly coloured fagades.
Most houses were only one storey high; by 1909 there were no more than
one hundred two-storey houses.®

Most people travelled on foot. Some had bicycles, others carriages,
while fewer still had automobiles. The most common form of transportation
was the ox-cart. These could be founfi crossing the country with goods,
while individual travellers might travel with pack-mules or on foot. In the
cities, those who could afford them used cabriolets, and in Guatemala City
there was a tram system. During Cabrera's administration cars and
carriages were forbidden to travel along any of the streets facing the
presidential palace. He was equally suspicious of aeroplanes, even though

he founded Guatemala's first air force. During 1911 the few families who

owned cars paraded slowly down the Sexta Avenida, formerly the Calle Real,
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to the Avenida de la Reforma in the late afternoons or after the races.
Most citizens considered it a luxury to travel on the trams which afforded
them the opportunity of seeing some of the city's grander buildings. The
gardens at Pamplona were also considered a wonder, particularly by
schoolboys:

Manges, Jocotes e  corona, nlsperos,  1imas,  pomarrosas,  aguacates,

nat3s3nos, anonas, JuUraines, CereIas, naranjos.  wandarinas, acerolas,

guayabas, cinconegritos, granadas, pifluelas; Jgué no habfa entonces en

Famplona?e

Those with cars or carriages could visit the baths near the Castillo's
finca El Zapote beyond Jocotenango. There they could also see the
Castillo’s modern bottling factory where carbonated drinks and beer were
produced. The elegant residence of the British Minister could also be
glimpsed on land belonging to the finca EI Bosque. Other cities, like
Quezaltenango, also had their attractions:

Que muchachas wds bonitas y elegantes, lujosos chalets rodeados de bisn

Culdadgs jardines, gque de coquetas y minosas chacaras entre frondosas

enranadis,,, Ful  fnvitado a conocer los baflos termales de Almolonga de

propiedades medicinales reconocidas y solo distantes de la poblacidn unas

dus y tres leguas respectivaments y en el mismo camino,,, Comocf 13 gran

fdbrica de mantas y otros géneros de hilo, movidas por la corrisnts Jdal rifo

del misma nombre, en cuyas orillas obssrve aultitud de Inscripcionss y

rastros Jd9 los prinfifvos haditantes,,, VY3 de retorno Y pasada  la planta

eléctrica y el gran wolino harinero movido por la electricidad, atravesanos
un arroyo, en dondé v{ una w3nada de Indias lavando en pelota,,, ”

LA 4

As in the capital, most social life in provincial towns revolved around the
Parque Central or Plaza de Armas.
Horse races were popular among the wealthy; the U.S. chargé d'affaires

in 1911, Hugh Wilson, describes them:

Cash prizes were posted, and wers deductible from gate recelpts, Another
deduction had been sanctioned by custonm, champagne for the judges, who
could be recognized as such by their top hats, Thers was 3lways sope
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uneasinass among horse owners [n the last racss lest the gate receipts

should be exhausted and the cash prizes in forfeit, The largest owner was

one Schurman, Incidentally the proprietor of the livery stable, He usually

had two or more entriss for each race,,, h2 trisd cancelling once bgcause

the Judges were drinking too much, Among the judges was an ﬁqgjzsﬁman,

Edward Bellingham (later Sir and baronet), who stood out lite a rock

against the casual rulings of the local judges, He rigidly upheld the best

traditions of ths English turf,,, =

Bull-fights, and to a lesser extent, cock-fights, were a popular
pastime. Guatemala City's Flaza de Toros, built in 1818, remained the
centre of this sport until 1918 when it was destroyed by earthquakes.
Every January a group of Spanish and Mexican bull-fighters would come to
the capital and perform with their renowned 'Piedras Negras' bulls. Well-
known fighters 1like Alcalarefio, Machaquito and Mazzatini also performed.
Mazzatini, the most famous of these, sold out the plaza during his 20
January performance in 1905. There was even a woman performer simply
known as %Lolita, la matadora'. Bull fights tended to be more light-hearted
in small towns, where a section of the main plaza was roped off to serve
as a ring. Here the corridas were held 'a la criolla’* and bulls were
rarely killed.

Other annual feasts maintained colonial customs. The most famous of
these were Holy Week and the feast of Corpus Christi, but the August fair,
held on the day of the Ascension on 15 August was also well known, not
only because one could buy the best guitars in the country then, but also
because it was:

,,una de las fiestas ads tipicas, populares y alegres de la capital, Los

barraconss embanderados donde se instalan lss cantinas! las ruletss a cupo

rededor se agolpan los tentadores de [a suerte, los cuales sismpra salen

con las manos en la cabeza y Jjurando en falso npo volver, 13 rusds deo

Chicago y los caballltos con sus mareantes movimientos, la plataforma del

Jrablo, los juegos de dados, [as rifas, cuyss papsletas, siempre premiadas,

ofrecen chucherriss, 135 orquestas,  [3s waarimbas, los pintarrajeados

rosarios de rapadura, los pitas cldsicos, lvs puestos do frutas, de dulces
y bebidas,,,,”
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More frequent entertainment came in the form of Sunday concerts in
most town plazas. Small towns, too, had their public concerts and band
leaders, who often composed tunes inspired by the surroundings or
inhabitants of the place. One such person was the municipal band leader of
Chiquimula, Polo Ramirez. Some towns had organ—-grinders who carried their
instruments in what were known as carretones de Novi.

Arévalo describes the marvels of a curious combination of nineteenth
and twentieth century entertainment he experienced as a child in the

capital:

En el centro del Farque buoscoso, el kiosko en forma de pollgono dsstinado a
1a Banda Marcial, que venfa todos los domingos, desde las seis de 13 tarde,
y a veces a l3as oance de la mafana 3 ofrecer concisrtos gue la gente
gscuchaba  religivsamente, amotinados sobre las partes pavimentadas del
Farque, Fara los entendidos era aquella la segunda banda marcial del mundo;
solamente lo aventajaba la de México ,,, que nunca hablamos ofdo |,

twando no era la Banga Marcial, era [3 marimba 'Azul y Blanco’, de los
hernanos Quiroz, la que congregaba el piblico desocupadoe y meldmany,

Ejecutaban en la puerta del Teatro Frincipal, en la primsra cuadra de la
Sexta Avenids Sur, desde una hora antes de gus empezaran las ‘tandas’ del
clnematdgrafo, En la primera cuadra odificada de la Sexta Norte nos atraia
el Teatro Excélsior; alll tocaban los Hermanos Betancourt y amenizaban la
tuncron de cine, Eran los tiempos de 'El Feligro Amarillo’, pelifcula en
episodios, con el famoso detective Justin Clavel, Los tiempos de Max
Linder, el comico alemdn, y de I3 primera versidn de 'Quo Vadis' Fus
también la dpoca de la primera versidn cinemdtografica de 'Salambo’, en un
cine de Barrio, por 13 novena Avenida Sur, pasada la guince calle,,, ’°

From the time of Barrios's presidency, travelling troupes of operetta
and zarzuela companies had visited and toured the country. Municipal
theatres subsidized these in order to bring European entertainment to
their cities. For the most part, these travelling troupes were not of a

high standard and they sometimes proved disappointing, especially to those

accustomed to better things:
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The First year [ bought a box rfor the opera season, but when [ had used It
a couple of times I was ready to surrendar it to any enthusiast who could
live through the dullpess of the performances, It was quite a Job giving
the tickets away, [ wowld send out a messenger, with a list of half a dozen

people who I thought might accept, By the time the messenger got back
couple of other messengers had arrived at my house offering me sonebody

else's tickat,’’

During the early years of this century a Spaniard, Francisco Relafio,
attended an opera performance in Quezaltenango and was more impressed by
the public than by the music: ‘Sorprendido quede de ver tanto lujo' he
wrote, ‘en joyas y flores, salidas de teatro semejantes a mantos reales,
palcos lujosamente amueblados y decorados, que por ser propiedad
particular rivalizaban en los adornos..."# As the second largest city,
Quezaltenango had a rich cultural life. During 1910-1911 the Colombian
actor Ledn Franco appeared at the Municipal Theatre.'®

In small villages, entertainment was simpler and perhaps more
effective: travelling groups known as ‘hungaros’ or ‘los volantines' would
arrive one day in their carts and perform strange tricks. Many considered
them gypsies, as they dressed oddly and spoke a language never before
heard by the town's inhabitants. These unannounced visitors would soon
pack their belongings and continue on their way. Circuses, on the other
hand, were announced by paper fliers and newspapers before they arrived.
These were more popular, with their clowns, acrobats and animals. Although
the acts performed were international, the marimba music which heralded
them could only be Guatemalan:

En la puerts que servia de entrada ‘'oficial’ al circo, ardfan grandes

candiles que despedian wds humo gue luz, La marinba de Chema (uzo (Joss

Marfa Ramfrez) repasaba todo su repertorio y el penstrants blin-blingue-

blin-blingue de la madera sonora, alcanzaba hasta los 0ltinos ranchos dol
pueblo, ’4
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In general, however, most literate citizens favoured things French,
whether porcelain, novels, hats or perfume. Although Guatemala City had
nothing comparable to Hausmann's great boulevards, it nevertheless tried to
imitate 1its ideal of Paris with its National Theatre, tree—lined Paseo de
la Reforma, and Gran Hotel. The city's most expensive and frequented
brothel, Las Francesas, had a certain ‘cachet' because of the French girls
who once worked there.'® The favourite architect of public buildings, Louis
Fontaine, born in Buenos Aires of French parents, was much admired and his
derivative designs filled the capital with the monumentality and elegance
which was expected of him. The flamboyance of 'art nouveau' could be found
in private residences and public shops: lamps, vitrines, looking-glasses and
its distinctive ‘'look' became so popular that even 1in remote village
newspapers primitive imitations of this style appeared.

Belgian and French teachers reorganized the republic's schools. A
French military mission headed by Commandant Louis Chaigné was in charge
of the formation of the military élite at the FEscuela Folitécnica, while
the country's best school, the Instituto Nacional de Varones, was run by a
Belgian, Jules Connerrotte. French history was so highly regarded that it
was not only studied in Dario Gonzalez's popular text bock, but also formed
part of the reading-matter for ladies in smart magazines. Epaminondas
Quintana remembers that so fashionable were French things that even:

En las barberfas de la civdad, como en las del pusblo, adwirdbamos,

embobados, las litograffas colgadas en la pared, en las cualss lucfan los

soberbios cuadros de 1as batallas de Napolsdn, en las gue detrds de los
arqueados y esbeltos cuellos de [os corceles, calan desmayados los soldados

enenigos, wientras ol Emperador divisaba 2 lo lsjos, con sus gemelos de
largavista, el curso de [3 batalla,,, ’®

Despite francophile tendencies, Guatemala City remained essentially
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Spanish in character. Although during the 1870s Barrios expropriated
Church properties and converted monasteries and convents into schools,
post-offices and banks, religious architecture still abounded in 1900. The
Metropolitan Cathedral continued to dominate the Plaza de Armas, otherwise
known as the Parque Central. The Cathedral, with its bishophric, lay across
this square from the presidential palace and next to the Central Market.
The city was full of churches and each neighbourhood could boast at least
one colonial church. Among these were: La Merced, with its golden-tiled
cupola; Santo Domingo; Santa Clara; San Francisco, where in May 1919 Bishop
Pifiol y Batres was to preach against Cabrera; La Recoleccién; E1 Calvario
and El Cerro del Carmen. Other well-known churches in town were those of
Capuchinas, Beatas de Belén and Farroquia Vieja.

Chocano's impressions of the colonial influence in religion and
architecture on this Central American capital are reminiscent of earlier
accounts of Guatemala City, particularly during the conservative and
cachureco rule of Carrera and Cerna, 1839-1862.'7 If one takes into
consideration Barrios's systematic dismantling of the Church's wealth and
power and his government's liberal rhetoric against its influence, it is
surprising to discover how powerful the Church continued to be, or at
least, how religious Guatemalans remained. Many citizens grieved when
Barillas exiled Archbishop Ricardo Casanova y Estrada in the late 1880s.
Despite his expulsion, the traditions of the Church continued. President
Reyna Barrios was more tolerant and in 1896 allowed the Archbishop to
return. This led many liberals to attack him as a cachureco, a
conservative.

There were few incidents or signs of anti-clericalism throughout the

1890s and Archbishop Casanova y Estrada meddled little in the country's
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affairs. In September 1905 he succeeded in convincing Cabrera to recognize
the feast day of Saint Toribio of Mogrovejo. During the celebrations of
this obscure saint, a Spanish priest, Padre Gil, gave a series of sermons
at the Cathedral. Their content was surprising since Cabrera had just been
re-elected for a further six years. Padre Gil compared the dictator to a
modern—day Nero and scolded the citiz‘ens for their servility. Padre Gil's
sermons anticipated the nine sermons which Bishop Batres y Pifiol was to
give fourteen years later at the Church of San Francisco. As will be seen
in Chapter Five, Batres y Pifiol's activities were crucial in bringing down
Cabrera from power. Like Gil, Piffol y Batres would criticize the adulation,
corruption and hypocrisy which maintained this régime.

Little is known of Cabrera's own religious beliefs. There are accounts,
notably by General José Maria Letona and Prince William of Sweden, which
tell of his private chapel at La Palma and the unusual ceremonies which
took place there in company of the presidential guard of Momostec Indians
and their shamans. This may belong to the mythology surrounding Cabrera,
but should not be ignored as it is generally accepted that this president
was a superstitious man. Syncretism between the Catholic faith and Maya
religious beliefs 1is widespread in Guatemala. Cabrera's childhood and
background make his knowledge of folklore, as passed down by his mother, a
woman of Indian extraction, natural and likely.'#® Although saints days and
religious festivals dominated the calendar, 1local superstitions also
affected daily life: fears of the evil eye, and the presence of animal
spirits. In his 1later years Cabrera became devoted to Jesis de la
Candelaria.

Most ladinos followed a strict social calendar which revolved around a

combination of religious holidays and national feast days. The year began

il Ta -
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with Epiphany and culminated in the elaborate processions of Holy Week.
There was Corpus Christi in June, the day of the Virgin's ascension in
August, All Souls' Day in November and Christmas.

The liberals had tried to legitimize their position and create their own
legends through new feast days commemorating their coming to power on 30
June 1871, and celebrating their material exploits. Cabrera used many of
Barrios's ideas to celebrate his own government's achievements. Every 30
June Cabrera's portrait would go up alongside that of the Reformador.
Cabrera competed against both Barrios's contributions and the Church’s
pomp. His followers used many of the Church's artistic traditions to honour
Cabrera. Although the 1inauguration of railway lines, maternity homes,
schools, hospitals, asylums and theatres was impressive, it was not enough
to make Cabrera a distinctively memorable leader, to distinguish him from
his predecessors.

The president was fortunate to have an original advisor in the writer,
Rafael Spinola. Spinola had served in Reyna Barrios's cabinet during the
1890s and had come to know Cabrera during that time. In 1899 he conceived
the idea that students and teachers should be collectively recognized and
rewarded at the end of each academic year. This celebration was to take
place within the portals of a Greek-style temple honouring the goddess of
learning, Minerva. Thus began the fiestas de Minerva or Minervalias. Most
of the persons the author spoke with during 1986 who could remember the
early years of this century recalled these extravagant celebrations with
fondness. Through GSpinola's idea the goddess Minerva, education and a
concern for youth were to become Cabrera's particular hallmarks. In some
ways the Minervalias were similar to France's fétes révolutionnaires and

they used much of the same didactic technique to instil a sense of
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national pride and purpose in the people.

FIESTAS DE MINERVA

The first Fiesta de Minerva took place on Cabrera's forty-second
birthday, 21 November 1899. Provincial jefe politicos, commanders in arms,
judges, public figures and prominent citizens sent their congratulations in
writing and, where possible, attended the inauguration. Minervalias took
place thereafter at the end of each academic year, usually on the last
Sunday of October. They generally lasted several days and established
Cabrera as the Frotector de la Juventud Estudiosa, the undisputed
Benemérito de la Fatria. Sometimes the festivities would be extended until
21 November so that they would end with the president’s birthday.

Within a few years of the creation of this national holiday, all
important towns and villages had their own Temple of Minerva. These
temples were mediocre imitations of what anonymous architects imagined
Greek structures to be 1like. They were usually constructed of local
materials, with zinc roofs or tiles, and did not always weather well. In
1934 Aldous Huxley travelled by train from the Atlantic coast to the
capital. En route to Guatemala City he noticed several dilapidated Greek-
style temples. One that struck him as particularly incongruous was the
decaying temple in the desert town of El Progreso.

During Cabrera's two decades in office, these temples were the centre
of many social events. Just as in colonial times each village or town had
its church and relic, now each town erected its own Temple of Minerva.
The richer cities built the larger and more splendid structures, while in
poorer departments, jefe politicos were often forced to tax citizens and

recruit Indians to construct these civic temples. Soon, however, many
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realized that the more they contributed to these fiestas and reminded the
president of their allegiance, the more likely they were to be left alone.
Letters of admiration and congratulations abounded, with hundreds of
signatures on every possible occasion. In 1911 a group of society ladies
in the capital held a lunch in honour of Cabrera and published a small
pamphlet containing a copy of the speech given by Mrs Maria Teresa V. de
Azurdia and with the signatures of all those present.'® This in itself was
unusual since women, particularly the wives of upper-class citizens rarely
ventured into the realm of politics.

This custom of adulation and adhesion became more exaggerated as the
years passed. For years after the assassination attempts of April 1907 and
April 1908 letters became endemic. Minervalias also permitted this
unnecessary adulation to continue. Letters would arrive on the birthdays of
Cabrera and dofla Joaquina, and at any other excuse which citizens, jefe
politicos and others deemed important. This subservience reached such
extremes that in Chiquimula a parrot belonging to dofia Bonifacia Bonilla de
Valladares was reputedly trained to say: ;Viva el Benemérito de la FPatria,
don Manuel Estrada Cabrera! =<

The yearly Minervalias combined all the magnificence of the
processions of Holy Week with the allure of Greek mythology in fin-de-
siecle style. As in Holy Week, where certain families were allowed to carry
particular parish saints, so too during the fiestas de Minerva certain
schools were given privileges other schools did not receive. Minervalias
brought everyone down to the same level: grown-ups and children were an
equal audience and class—differences appeared minimized, though clothes,
transportation and deporiment distinguished Guatemalans from one another.

There was also an element of competition between schools which gave many

- 17 -
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students a sense of pride. Minervalias became social occasions, like the

races, but with a difference: they were political.

In Guatemala Chocano found what he called his ‘idearum tropical':

La América tropical,,, es5taba en 1900 - y continua todavia - en condicionss

elementales, comno los d¢ las repdblicas griegas, obligadas a escoger,

nuchas veces, entre la tirantfa, la oligargula y la demagogla,
Como los tiranos grisgos, que buscaban el apoyo de las classs populares,

para sxtarminar 3 la oligarguta, Manuel Estrada Cabrera, en 1900, 25 ya el

tipo cldsico del despsta radical gque, anvlando todos los privilegios

nobliliarios y plutocrdticos, ejerciv el Poder Fablico con evidente abusg,

pera en sentida 'democratizants’, ©’

To the majority of adulators, like the journalist Joaquin Méndez,
writing for La Frensa in 1902, these fiestas appeared the height of good
taste and sound ideology:

Estamos en presencia de algo verdaderamente conmovedor y sxtraordinario, se

halla la poblacion engalanada como para una festividad sin precedente, sus

edificlos empavesados, sus calles cublertas de flores, siguiendo a los

escolares bajo sobervivos arcos de triunfo, sobre alfombras de hojas y

corolas de nuesiros plicidos vergelss y o5 dsto como una hermosa minervalia

a la gue dan tintes de satisfaccion purfsima, la luz gue es la alegria de

los orbes, 1a Infancia y la Juventud que son la alsgris de la vida,,, La

fiesta dge Minerva ha triunfado en la conciencia Fublica, y ya constituye

una solsmnidad nacional, **

The nature of the language used in describing Minervalias was not
dissimilar from the adulation which filled the newspapers daily. There was
an elaborate propaganda machine at work here which established certain
phrases to refer to the president, his work, and the country. The
theatricality, the show, involved in Minervalias, was not unlike that used
in Holy Week processions or medieval passion plays where moral issues were
expressed through allegories or re-enactment of biblical scenes. In this

way, repentant thieves would offer themselves to be crucified on Good

Friday in order to atone for their sins and gain salvation. Likewise, the
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prettiest, or sometimes the kindest girls might appear 1in elaborate
costumes as a living allegory of ‘Truth in Pursuit of Wisdom' or 'The Good
in the face of Adversity' before an impressionable public.

The visual element was all important. In an era when the silent film
was Jjust beginning, these elaborate scenes with romantic floral arches and
trompe l'ceil backdrops were available to everyone; not only ladies who
could afford foreign magazines, but also those persons who never had been
to a theatre performance in their life. The same was true for the young
protagonists. Many of them could never otherwise have afforded the glamour
these shows and costumes gave them.

The servility which emerged was not always voluntary. Several
compulsory acts resulted, such as Decree 604 which ordered workers to
march in a parade during the Minervalias. Those who failed to comply would
have to work on building roads in the capital or countryside. The wealthier
the citizen, the more subtle his homage. Mona Ouzoff, who has written
about the eighteenth-century ‘fétes révolutionnaires' says many things
which can be applied to Cabrera's own brand of propaganda:

L'élaboration de l3 réte, lisy o0 se nouent ls oésir et le savoir, ou

I'$gucation des masses se plie 4 la Joulssance, marie la politigus 3 I3

psychologie, ['esthétique 4 la morale, la propagande 4 la religion,,, la

fdte ast un sor -tewoin, <3
These celebrations in honour of learning were also an act of allegiance,
witness to a peculiar form of American fealty. While Minervalias
purported to form and consolidate the values of a self-respecting and
upstanding society, the form of government in operation was in reality the
opposite of this. 5Servility, hypocrisy and humiliation were integral to the

political system. This did not keep many from enjoying Minervalias, but
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behind the pomp of the festivities there was a darker, less innocent and
optimistic side to the régime. This repressive side will be discussed in
Chapter Four.

During the early years of the filestas de Minerva Cabrera himself would
preside over the celebrations. They often began at dawn, and children would
be given breakfast before marching down to the parade grounds in the
neighbourhood of Jocotenango. The itinerary was always the same:

Los desfiles se Iniciaban en el Callejon del Conejo, sexta calle, cerca gel
Fargue Central, Oe ah! para Jocotenango o Hipddromo del Norte, Al [legar al
Tewplo de Minerva se detenfan los estudianies para dar paso al poder
Legislativo y Consular, y a la comitiva del Fresidente, En ol Teaplo de
Minarva se efectuaban las premlacionss, Habla barlss de las sscuslas, que
danraban al compds de la banda marcial y trenzaban el asta con listones de
colores Jdiversos, 24

Guest speakers, often well-known literary figures, would recite poetry
or deliver speeches on the benefits of an educated society or on Cabrera's
philanthropy. One of the first inaugural speeches was given in 1901 by
Latin America's leading Parisian bohemian, Enrique Gémez Carrillo. José
Santos Chocano spoke on behalf of Central American newspapermen at the
1909 Minervalia. Another writer, Méximo Soto Hall, also delivered many
speeches before the fiesta de Minerva crowds.

Minervalias were also a showplece for visiting dignitaries, and a prize
for school children at the end of another academic year. Some children,
like Martinez Durdan, were indifferent to the parades and prizes, but for
most students these filestas often meant a new uniform, attention,
entertainment and a free meal. Eduardo Miguel Jiménez Castillo remembers
how a few weeks before the Minervalias he and his classmates were given a

new uniform: ‘era crema con rayas azules y gorra de vicera negra,

marchaban con armas de madera.' ¢ General Miguel Ydigoras Fuentes, later
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to become president of the republic, found that these celebrations awoke
in him an interest in Greek mythology and history. For him the parades

were an unforgettable experience:

Tenfamos que marchar con fusil y desde allf partiamos hasta el templo de
Minarva, MNo podfamos movernos, rascarnos, ni pada, sdlo marchar, y habfa
nlles de auchachos, Al Ilsgar 3l fewplo, se premiaba a los mejores
proresores y a los wejores alumnos, Fronunciaban Jdiscursos, Oespuss llegaba
nada menos gque el posta Chocano, hacla wn poema o declamaba,,, Después
repartfan comida,, La fiesta era para los niflos y al terminar regresaba el
destile, For la tarde habfa carreras de caballos en ol Hipddromo del Norte,
Llegaba don Manue!l en su coche,,, me regalaron un diccionario copiado de
los  frapcesss, [llamado Llarousse ilustrade, no con colorss, y »sste
diccionario me sirvid a ml aprenderme desde la A hasta la 2, 0 esvs
regalaban como 200 libros, Regalaban lapiceros, cuadernos, de todo, pero
por lista, y estaban o estan las estampas de las sefloritas de Felén
unifornadas, y las profesoras con unes enormes sopbreros de plumas de aguel
tiempo, plumas de avestruz,,, =€

Each school had its distinguishing mark and some schools, like the
Instituto Nacional de Varones (INCV) or the National Hospice were more
prominent than others. The students of the latter:
oo ddevaban un uniforne azul, cuatro caffones de calibre 42 y tenfan a su
cargo el saludo con salvas, Tenfan su propia banda, Las Hermanas o2 Caridad
se encargaban de ellos, Los dirigfan maestros capacitados y los educaban
con disciplina militar, Los colegios s2 lucfan, En 1a primsra calle de 1a
zona £ estaba el Llceo Joaguina dirlgido por 13 hermana del Gensral Migusl
Ydigoras Fuentes, Las alumnas  tenfan wniforme blanco, con  sombreros
lineflos, blusa con cuello marinero y corbatita, falda blanca y Tapatos del
niswo color, <7
No expense was spared, particularly when it came to exporting the idea
of an ‘enlightened despot'. This was done through the publication of fine
albums, known as the ‘Albums of Minerva', which commemorated the events of
each year. Most souvenir books contained poems and musical scores by local
artists, as well as several photographs of local scenes, Minervalia parades,

and allegoric tableaux vivants of ladino girls dressed in white gowns.

Poems and quotes from well-known writers, politicians or public

- 27 -
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figures also appeared. Some of these refer directly to Cabrera's effort to
promote education, while others are quoted from contemporary writings or
speeches elsewhere®® A typical souvenir of the day might be a photo-
collage of the president, in white-tie, surrounded by beautiful children
under the porch of a Greek temple with a large globe of the world before
him.

Many critics felt Cabrera's education policy was excessively
militaristic. By 26 May 1899 most primary schools were teaching military
tactics and ordenanzas. A decree of 16 June 1900 made them compulsory. In
May 1907 military instruction was introduced at the University of San
Carlos.#® Rifle-carrying and marching by students during national holidays
and Minervalias was the rule. Many directors of educational institutions
were in fact military officers. Many career pedagogues, like the Connerotte
brothers, eventually left the system because of their politics and were
replaced by military officers. Some believed there was an educational
dictatorship in the country, and as Cabrera's own dictatorship wore on this
assessment became increasingly true.

From 1903 Cabrera appointed several military men to educational
positions in order to keep them from military conspiracy. The militaristic
drill given to students was in many ways window-dressing, a fagade of
order and progress. It was no more than a poor imitation of contemporary
European martial ostentation, a spectacle to keep his domestic audience
malleable.

Furthermore, Cabrera's fear of assassination was so great that even
members of the army had trouble obtaining old or new weapons. The French
Minister in 1918 reported that most of the latest armaments were kept

under lock and key and that cartridges were filled with a mixture of
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gunpowder and sand.®© It 1is clear that most of the weapons which were
used for public functions were little more than models.

Just as the cadets of the FEscuela Fclitécnica had been Barrios's
favourites, so it could be said that the students of the Instituto Nacional
Central de Varones became Cabrera's pride. The INCV stands out from other
schools in the country, not only because it produced many talented
graduates who went on to make their mark in different spheres of national
life, but also because its students were among the few who were able to
challenge presidential wishes without suffering reprisals.

In March 1912 Guatemala prepared for the official visit of the U.S.
Secretary of State, P.C. Knox. One evening during his stay in Guatemala
City a parade of 10,000 Indians honoured him in their most elaborate
attire. Schools, too, were to participate in a grand march, comparable to
those of the fiestas de Minerva. When the students of the INCV were asked
to join in the waving of the red, white and blue, they refused.

Their refusal came as a surprise to their director, Jules Connerotte,
and to Cabrera himself. Not wishing any scandal to mar Knox's visit, and
particularly one attached to the student body of which he wished to be
thought the particular benefactor, Cabrera ordered Guatemala City's fefe
politico to deal with the boys. Dr Carlos Padilla Matute had no success, so
on the following day the Minister of Education, Licenciado Eduardo Girén,
tried to win the students over. The students remained resolute: *No
marchamos!' they cried. Connerotte took their side and the students did not
have to participate in this political extravaganza. Nevertheless they all
went to the Temple of Minerva to watch:

La fresta allf fue fantdstica; escuslas y colegivs, banderas, wdsicas,

flores, champafla, Jiscursos y damas elegantes, levitas, chisteras Y

apretonss de manos, &1, , fugron tan profusvs y tan vistosos, gue Knox v sus

- 283 -
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aeompaflantss no podfan menos de reconocsr y adwirar la ‘alta cultura’ y el
desvelo del Gobierno por 13 educacidn, ast como su Inmenso amer por [3
Juventud sstudioss, ,,,
ero los cuatrocientos Instituteros alojados en 2! 'Saldn de la Derecha’
gel Hipddromo - sin gqus nadie hublsse aconsejade - en el momento oportuny
guebranes aguella solemnidad, protestande de una manera estrusndosa con un
enorne y pultiplicado gritos;
iNo, na Knox!
iNo, no Knox!
iNo, no Knmox!,,,
Al escuchar aguello y gritar nosotros mismos, sentimos el vértigo y
cosgquiilso gue se apodera de los hombres en los trascendenisles momentos Jd2
su vida, Sablawos sf, que con aguella actiivd nos Jugdbamos la vida, pero
Br3 NECesarlo que nuestros corazones s desahogaran y o gue el pusblo se
disra cuenta de gue la Juventuwd estudiosa de don Manuel, no comulgaba con
ruedas de moline, 3’
After this demonstration parents and other citizens were deeply concerned
about the welfare of the boys, their families and their teachers. In fact,
the only victim of this episode was the much-loved director of the
Institute, Jules Connerrotte, who lost his post. After Knox's departure life
continued much the same as always for the students at the INCV and the
matter was not mentioned again. The blue-eyed General Enrique Aris was
unofficially made the new director of the Institute in 1913 and remained
at this post until 1918. This in itself was an unexpected appointment,
since Aris had been suspected of having been involved with the cadet plot

at the Folitécnica in 1908, By 1915, however, he had proven his loyalty and

been promoted from Brigadier to General.

Why did the president not take reprisals against the students of the
Institute as he had dcne against the students of the Escuela Folitécnica
four years before? Instead of threatening his life through a badly
organized plan as the cadets had done, these students had been courageous
enough to stand for a sense of national dignity. Cabrera knew (as he had

told Hugh Wilson, U.S. Chargé d'affaires, in 1911) that it was vital for him,

or any other Central American leader, to maintain a good relationship with
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the U.S. in order to survive; nevertheless, he approved of his students'
courage in voicing such an opinion. Although the outburst of these
adolescents might have momentarily embarrassed him, he perhaps felt there
was some usefulness in this demonstration. The relationship between the
students of the INCV and Cabrera continued to be a good one, as can be
seen below in Arévalo's account of the 1917 Minervalia.

Arévalo participated in one of the last Minervalias in 1917 when he
was studying at the Institute. That year the students requested permission
from General Aris to carry real weapons instead of the wooden ones
traditionally carried by most students. General Aris agreed to allow them
to carry shotguns, which the boys later regretted as they weighed more
than the wooden rifles:

Cuando 1legamos frente al Templo, el propio General Arfs, wailitar y

pedagoge, orgulloso de sus juveniles hussies, recorrtfa las filas sonriente

y elogiosa, asegurdndonos gque habfamos sido los mejores, Allf lo tuve un

rato muy cerca y le vi el famoso pdrpado cafde, Nos wbicamos entre el

Templo y el Mapa en Relisve, Nos psrmitisron descanso unos ainutos, Nos
corrfamos la gorra para atrds nos secdbamos la  frente con pafluelos

limpltos, Oe repente, otra vezr 'jFirmes!', £l himno naclonal,
‘{Prasenten,,, armas!’, Se eschuchan aplausos y vivas, £l Fresidents
Cabrera habtfa entrado al Templo de Minerva, 'jlescansen,,, armas!’', Un gran

silencio, Se desata un orador Jdeclamando sw Jdrscurse al Jafe Supreme,
Bansnérito do 13 Fatria, Frotecior de la Juventud Estudiosa, Se referfa al
AIspo personaje que nosotros estimdbames ‘el segundo genio polltico del
aunds ', °<

Areévalo'’s account 1is interesting because it illustrates Cabrera's
confidence in Aris and his students, particulaly after the Knox visit and
the fate of the students from the PFolitécnica. It also shows how the
impressionable youths were led to believe that Cabrera was one of the
world's greatest statesmen. Below we shall examine the school system -

its students and staff and the effect education had on their lives.
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EDUCATION

By 1900 there were at least thirty-eight private schools in the
capital. When Cabrera came to power he opened those schools which had
been closed during Reyna Barrics's final years in office. The most popular
sort of private school was that run by religious orders. There was also an
English and a German school, both of which were aimed at accommodating
the children of European immigrants. The English school took day boys and
boarders. The American Institute of San Agustin (founded in 1881) was also
one of the best attended boys's schools in the capital. Nor was there a
shortage of girls's schools. One of Cabrera's daughters, Joaquina, attended
the International School for Young Ladies run by a widow, dofia Natalia
Gorriz, while the sefloritas Pineda Montt ran another well-known finishing
school and the sefioritas Rosemberg ran the Colegio Belem®= Martinez
Durén explains how just as neighbourhoods and clothes distinguished people
socially, so did the schools they attended:

Nuestro colegio reunfa a los niflos del barrio, ficilments selsccionadoe, La

estructura clasista de npusestra socledad agrupaba detsrminadas familias en

deterninados colegios, El puestro pertenecia a reducido grupe oo los gue s

quto-llamaban bien nacidos, Aristocracia gque 52 remontaba a autsntices o

dudosos pergaminos o bien a cercana afluencia de dinero gue habia peranitido

afrecer una educacion esmerada, 3¢

Through the Minervalias Guatemala came to be considered throughout
Latin America and‘Eur‘ope one of the more educated of the Central American
republics. There is no shortage of numbers quoted to travellers and in
government publications of schools in Guatemala. In 1913 Domville-Fife
reported that there were no less than 1262 schools in the republic. This

figure seems high and it is impossible to discover how many of these

schools actually functioned. Furthermore, literacy figures for this period
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are poor and what figures exist are on the whole unreliable. In 1902 the
Chilean government even sent a delegation to inspect the local education
system, with a possible view to implementing some of their methods in
Chile. The Chilean representatives soon discovered that most of the schools
which had been quoted as existing were no more than a corner-stone of an
unfinished building.#*

In the Indian regions, mainly in the highlands, teachers were sometimes
accused of not teaching children to read and write, but forcing them to
work in the fields instead. More often, children never got to school,
particularly in the harvesting season when they were needed at home. Most
Indians remained unfamiliar with the Spanish language, except for a few
necessary phrases. Often local government officials doubled as teachers
since no one else wished to do the task and they found it a way to earn
some exira income. Teachers were generally badly paid and often had to
turn to other occupations in order to make a living. National reports on
education are to be read with B. Traven's Mexico in mind:

The school appeared In the annual statistics as a village school of maxiaum

gfficiency, to which was added the note; 'Ages from ssven to rourtesn, No

Ilifterates,

Hundreds of Indian villages which wers situated at distances of between
2Ighty and four hundred kilomsters from the nearest rallroad were awarded

an equally flattering mention in the returns, for no Jefe politico was so

lacking In Ieal as to pield the first place to another, Not sven Dermark

could boast such statistics, and the dictator's fame as the sducator of his
people and a realous protector of the Indian race was assured for all time,

For the statistics were carefully printed on the best of paper and

splendidly bound, and were dispatched to the governments of gvery civilized

nation, °¢

In the larger, more affluent centres private and public schools could

be found. In his autobiography, ex-president and pedagogue Juan José

Arévalo gives an account of his primary school education in the small
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village of Taxisco, and his attendance at several boarding schools in the
capital before entering the National Institute for Boys in Chiquimula and
later in the capital. Arévalo's account is typical of the experience of
many ladino boys.

Arévalo describes how at the age of six his parents sent him from the
small cattle town of Taxisco, in the southern department of Santa Rosa, to
boarding school in Guatemala City. There he had been accepted to study at
the Escuela Normal Central de Varones, which in 1911 had merged with the
Normal de Indigenas, formerly known as the Instituio para la Educacion de
Indigenas. In 1906 this school was run by Jules Connerotte and was located
in the distant neighbourhood of Pamplona. Arévalo only remembers two
Indian boys studying there when he arrived. Both Indians, from Nahualg,
found the atmosphere so different from what they were accustomed to that
they soon returned to their native highland homes.

In 1914 Arévalo was transferred to the Salesian school Dcmingo
Saravia. In January 1915 Commander Mariano Arévalo took his son to visit
the director of the best school in the country, the Guatemala City INCV,
whose acting director, General Enrique Aris, was an old friend. Aris
claimed he had never heard of the Domingo Saravia school, but set Juan
Jose several maths problems while he gossiped with Arévalo about political
nominations in Santa Rosa and Jutiapa. When Juan José was unable to
complete any of the problems, Aris told Arévalo to try again at a later
date. Commander Arévalo was furious, but his son was pleased as this
allowed him to remain at home in Taxisco for the year.

In Taxisco young Arévalo was put into a private school run by an
outsider, namely don Chon (Visitacién) Chamo. Don Chon was an Indian and a

graduate from the Escuela Normal de Pamplona. Although a simple man, don
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Chon made an impression on his students. His was the typical one-room
school house and lessons consisted of basic arithmetic, Central American
history, geography and reading.

Cabrera re-established and improved many institutions started by
Barrios during the 1880s. The INCV was modelled on liberal lines and
between 1806 and 1912 benefitted from the modern ideas of its Belgian
director, Jules Connerotte and his brother, Leon. Jules Connerotte was
considered a modern educator as he included pedagogical psychology in his
approach to teaching. Anyone able to pass the entrance examination was
given a place at the INCV. The INCV provided the final years of schooling
before University. These three years, the 4th, 5th and 6th, were known as
complementaria and were not taught at all national institutes®” The
capital’s INCV offered a rich cultural life and often had better teachers.

Another interesting aspect of the INCV is the mixture of students who
found themselves together. While most boys had attended neighbourhood
schools with fellow students of similar backgrounds, at the national
schools these same boys mixed with students of different origin. The class
historian of the distinguished student body of 13820, Epaminondas Quintana,
describes this environment:

ALlL, en el golfo egucative da Connerotte, se Juntaron tres rivs; los que
ventan de 13 wontafia con ol pelo da la dehesa,; los que [legaban del valle,
los sefloritos de la ciudad con trajss de casialr v sombreros Stetson, Allf
s@ anfrentaron y llsgaron a [la wnidad los Marroguines, los FPintos, los
Letona, los Rodas, los Maldonados, los Lopez, los Cruces, los Barillas, los
Chapetonss, los Anlew, etcdtera, a los chuchines, los Fallas, los Viterls,
{os Garcla Granados, los Asensios, los Olivero, los dmaya, los Villacorta,
los Ramfrez Llerens, los Barnova, los Larraondo, los Gonzdler Sierra, los
plloros Baltranena, elc,

¥ habfa un tercer riachuelo gque ventfa de mds lejos; los de Hibusras y no
pocos d2 Chiapas, México, 9%

This was the case not only in the capital but also in the provinces.
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Although Arevalo finally succeeded in being admitted to the capital's INCV,
he was forced to continue his studies at the Instituto de Occidente in
Chiquimula after the earthquakes of 1817-1918. This institution also had a
high reputation and many distinguished teachers. The First Inspector, don
Ernesto Lara, was a favourite with the boys: ‘..nos encantaba con sus
anécdotas scbre los generales de Napoledn con el mismo éxito con que Tia
Chepa nos hablaba de brujos y aparecidos.' *® The Director of the Institute
was Adridn Zapata, a graduate of the FEscuela PFclitécnica, and a strict
disciplinarian. Unlike their counterparts in the capital, the students at
the Instituto de Occidente did not have a chemistry laboratory or a
physics cabinet; nevertheless they studied Langlebert's textbooks on
chemistry and physics, Fuentes's Castillian grammar, and Rivas's universal
geography. The student body may not have seemed as sophisticated as their
contemporaries at the INCV, but a large number of students of other
Central American nationalities studied there:

£l mwaterial humano que compontfa el alumnado mostraba cierto sallo regronal,

Con excepcidn de algunos capitalinos, de ropas v mansras mds pulcras, ¥y oae

los salvadoreflos y hondureflos, todos los demds eramos provincianos y hasta

aldeanos, semicultos cuando no cimarrones, For la ropa, por el pelo, por la

manera de andar, por la manera do echar saliva al suslo, por cisrtos giros

expresivos  ya  se  podfa haber lograds wna clasificacisn de  nivalss

saucativos entre nosotros, Desde las Verapaces hasta Escuintla, pasando por

[zabal, <Jacapa, £1 Frogreso, Jalapa, Jutiapa y Santa Rosa, venfan a

Chiguinula muchos adelescentes ariscos y dsperos, de pelo hirsuto y camisa

tosca, amigos del juego violento, bullanguerss y glotones, 4°

Among his classmates, three boys particularly impressed Arévalo:
Brigido Acevedo, Jordan Gordillo and Braulio Cuestas. Acevedo was not only
precocious, but a voracious reader. Arévalo once discovered him secretly

reading a book expressly forbidden by the government: Vargas Vila's Los

Césares de la Decadencia. Gordillo, a well-to~do zacapateco, stands out
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because he was the only student at the Institute whe could afford a lamp.
In the evenings he would allow a select few to study with him under its
light. Finally, Arévalo liked the Honduran, Cuestas, not only because of his
fine memory, but because when the armistice was signed in 1918 a group of
students decided to have a football match. Many of them continued to side
with the Germans and those made up a team which played against those
calling themselves the aliados. Indifferent to the teams' ideologies,
Cuestas simply played pretending the football was Cabrera's head.

The Institutos Nacionales were predominantly filled with ladino youths
and those bright enough to pass the entrance exams. Most of their
graduates went on to university or to fill important posts or continue
family businesses. It might seem that Cabrera's education policy was
principally aimed at the predominantly ladino and upper classes. These
groups benefitted from the state schools and the celebrations at the end
of every academic year. Cabrera, however, also contributed something to the
lower sectors of society through the continuation of schools of manual
arts.

During the 1870s and 1880s Barrios had established a number of
Escuelas de Artes y Oficios. These had disintegrated for lack of
government interest and insufficient funding. In 1906 Cabrera re-opened
many schools of technical teaching and these became known as Escuelas
Fracticas. Most principal towns had such a school offering a three-year
course in a variety of practical and technical skills. The Escuelas
Fracticas were divided by sex and taught different trades: some taught
brick-laying and carpentry while others taught pastry-making and sewing.
At the end of the three-year course the pupils would leave with

credentials to teach or work.
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Although many graduates of the Escuelas Fracticas were sometimes used
as forced labour by the government to make uniforms or construct
buildings, the majority of graduates were grateful for their newly acquired
skills. Enrique de Ledn Cabrera remembers:

., un seflor de apellido Recinos, cuyo trabajo era l1a carpinterfa, y en 8l

sétano g2 su casa vl auchas puertas, varandas y otras cosas Jde madera &l

trabajo y estaban hechas con gran perfeccidn, como por un ebanista de

primera, Al ver esto, 2 pregquntsd como lo habla aprendido y &1 me respondis

gue todo lo aprendid en la Escuela Fractica de Estrada Cabrera, gque &1 era

originario de Retalhuleu y gque alld habta aprendido la carpinterfa en la

fscyala Frdctica 'Estrada Cabrera’, p gue esto se lo agradecfa a ese

Fresidents al que se le habla echado tanto lodo en su agministracidn, y

gue, en realidad, en el aspscto egucative habla hecho mucho bien a la

Juventud,, , *’

Finally, an attempt was made to assimilate the large Indian population
into national life. To this end, the Instituto Nacional de Indigenas was
established in the capital and smaller schools were founded in the
provinces. These, however, were badly attended and poorly funded. There
were exceptions, like don Chon Chamo, who graduated from the Escuela
Normal in Pamplona and went on to start his own school in Taxisco. There
were undoubtedly other Indians who became integrated into national 1life
through education, but overall, the Indian's possibilities remained limited

as he was generally regarded as a hindrance to national development and

was seen as being more useful in manual labour.

INTELLECTUALS IN FIN DE SIECLE GUATEMALA
Cabrera did not concern himself so much with University students and
teachers as he did with school children. This seems strange, as he put so
much emphasis on the importance of education. A larger percentage of

school leavers pursuing a university degree would have been a mark of the
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success of a truly liberal government since it would have allowed a larger
national professional class to emerge. But few statistics exist regarding
the number of students attending the two universities, the University of
San Carlos in the capital and the University of Occidente in Quezaltenango.

The University of San Carlos attracted most students since it was the
older of the two, founded in 1676, and had more faculties and facilities.
The University of Occidente, founded in 1877, was best known for its Law
Faculty. Many Central Americans came to study at the University of 35an
Carlos and took lodgings with other students from the provinces. Cabrera
placed spies in the classrooms, cafés, and boarding houses to find out
whether there were any plots afoot against his régime. An impression of
what student life was like in the capital at this time can be gleaned from
Arévalo Martinez's novel Hondura.

A large percentage of graduates from the £scuelas Normales went on to
do University degrees, in Guatemala and abroad. Again, the majority of
those attending university were middle or upper—middle class ladinos.
Among University students there were also a number of persons who, like
Cabrera, were able through education to rise in society. Although there are
no known attempts on Cabrera's life by University students he distrusted
this group. He was particularly wary of student opinion. Every year, around
Holy Week, University students had a parade in which they would parody
politicians and popular personalities. These processions were known as
huelga de dolores, the 'sorrowful week', because it was celebrated the week
before Holy Week. In 1903 a student by the name of Lemus was killed when
police opened fire on a group of students.

After this incident students were closely watched and in some cases

became victims of government repression during periods of unrest. In 1907
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Cabrera introduced military instruction to the University of San Carlos.
This was not welcomed by students. Furthermore, from 1912 onwards officers
from the newly formed Military Academy were able to study at the
university's Engineering Faculty. In April 1917 Cabrera attempted to
establish another national University, like the one in Quezaltenango, with
the difference that this one would be named after himself. This suggestion
proved unpopular. Owing to a lack of funds and more pressing matters, the
University Estrada Cabrera never came into being.

Despite the lack of good facilities and government support, university
students 1living in Guatemala City during Cabrera's régime enjoyed
advantages: cinema, theatre, and many literary visitors. Many well-known
Spanish American writers arrived as a result of the Minervalias and of
Cabrera's reputation as a patron of the arts. Guatemalans, especially those
young enough to have been brought up under the system of fiestas de
Minerva, had a high regard for literature and things literary. Arévalo's
account of his literary tastes as a teenager is not unlike that of most
men of his generation who went on to university:

Casi todes poselamos un cuaderne de lujo, al gue, conm proplia y esmerada

letra, tbamos pasando los versos de woda, los qus preferfan  los

Jeclamadorss de ambos Institwios [the INCV and the Instituto de Orientel,

Alll estuvieron, con todos los honores, 0faz Mirdn, Manuel Acufia, Juan de

Oios Feza, José Santos Chocano, Guiidrrez Nijera, Julio Flores, Josd

Asuncidn §ilva, Miximo Soto Hall, Lola Montspegro, Calderdn Avila, los

Mdguas Olaverri, Fuga y Acal, [smael Cerna, y claro gues  Rubsn Darfy,

Aprandianos de  memoria toda aquella coleccidn de piezas romdnticas ¥

wodernistas y el alma adolescente se alimentaba de ese raro embrujo gue

penetraba par 105 oJos y tenla mucho gue ver con los olfdos, 42

To many - students and intellectuals alike - the visits of well-known

writers to their country brought a welcome opportunity to discuss their

own ideas about what they read and to hear first-hand accounts about
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persons they only knew in print, and all those things they were eager to
learn about: - impressions of Paris and Madrid, of Mexico and New York,
what writers thought about each other's work, and naturally, what they
thought about Guatemala.

Guatemala had a long tradition of welcoming writers to its shores.
During the nineteenth century the Cuban poets, José Marti (1853-1895) and
José Joaquin Palma (1844-1911) spent time there. During his stay Marti
taught at the University of San Carlos and also in certain secondary
schools. Their presence influenced not only the contents of newspapers, but
also the intellectual development of the local youths.

José GSantos Chocano (1875-1934) also influenced many, especially
Cabrera. The unexpected visit by the Colombian writer and poet, Ricardo
Arenales, better known as Porfirio Barba Jacob <(1883-1943), in 1914
inspired Rafael Arévalo Martinez (1884-1975) of the generacidén del 10 to
write what 1is perhaps his best-known novel, £l hombre que parecia un
caballo (18922).4= The next generation of intellectuals, the so-called
generacién del 20, is perhaps better known. Its most famous names are
those of Miguel Angel Asturias (1899-1974), César Brafias (1900-1976), Luis
Cardoza y Aragodn (1804- ) and David Vela (1901- ).

Enrique Goémez Carrillo, Guatemala's first internationally known writer,
owed much of his success to Rubén Dario. Dario recognized Carrillo's talent
and obtained funds from President Barillas for the young writer to travel
to Europe in 18S80. In his autobiographical novel, E£I despertar del Alma,
Carrillo tells how his generation was brought up on the novels of Galdés,
Pereda, Pardo Bazan and Clarin. Those growing up during the Cabrera years
were to be more familiar with French literature and French literary genres

thanks to Carrillo and other Latin Americans who chose Parisian literary
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conventions over those of Madrid.

From the outset Carrillo shocked. As an adolescent his affair with a
French diplomat's wife caused a sensation. In Europe his affairs continued
to attract attention, particularly his liaison with the ballerina Mata-Hari
and the Spanish singer, Lola Montenegro. An opportunist and a snob,
Carrillo's easy prose was nonetheless admired even by those who disliked
his personality. By 1900 he was said to be publishing an article a day in
the Madrid newspaper, E1 Liberal. Carrillo's writing consisted of the then

popular cronica:

Nothing shows wore clearly than the crénica, as practised by Gomez
Carrillo, how auch modsrnism wis In reality a tacit celebration of the
Insertion of Latin America, the historically invisible continent, into the
International economic and cultural networks, by thoss who nonethelsss
adopted the world-weary pose of the spiritual aristocrat in an age of
nerchants, It was a3 genre virtually wunknown before the 1870s and
sffectively dead by 1930, No modsrnist was more eagerly read than Gomez
carrillo, purveyor of the mildly Intoxicating, titillating but stylish
Iiterary gossip, and nane more quickly forgotten, ##

Carrillo wrote little about his homeland, except for spurious articles
attacking Cabrera, written under pseudonyms so that he could write
flattering articles in defence of the president under his own name. This,
he discovered, was a lucrative line in 1literature. Carrillo met Cabrera

during his early years in office and interviewed him for several

favourable articles:

Cada entrevista que tenfa con Estrada Cabrera dejaba un saldo en ests da
Interés por 8l brivso escritor, en quién vela una de las pluwas del réginen
que estaba eapezands a imponer 3 su pals, 6dmez Carrillo trataba de hacerse
grato a guisn, por el momento, no parecfa ser todo la Caligula gue pronto
seria; pero Estrada Cabrera no era don Crisanto Medina [Guatemalan Minjster
to Faris] para dejarse dominar por el embrujante atractive des sy
interlocutor, sino que, al contrario, comprendia gus aste necesitaba mds de
g1, Sin embargo lo trato con wna suavidad sedefla, dirfase patarnal,
inspirdndole una confianza casi familiar, Dicese que 2n una visita,
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Estrada Cabrera le ofrecio un paguefio cartucho de papel, simulando un
cigarrillo, Era un billete de 500 pesos, La proxina ver que lo visito,
aprovechando un instante de humor de Estrada Cabrera, le dijo;

—¢No tlene un cigarrillo, Licenciado, como aguel gue ne regald anoche’#s

In 18398 Carrillo was made Consul General to Paris, where he soon
became known in café society and spent most of his salary on entertaining
and Jjourneying to fashionable holiday resorts. He only returned to
Guatemala twice after 1890. During 1901 he participated in the Minervalias
and edited a pro-Cabrerista newspaper known as La Idea Liberal. Although
for many years Carrillo survived on his inccme as consul in Europe, he
ultimately rejected Guatemalan nationality. He adopted first Spanish and
later Argentinian citizenship, though at heart he considered himself a
Parisian.

While Carrillo gave the French a taste for the exotic, many eccentric
writers visited Guatemala. One of the first to arrive during this period
was the twenty-six-year-old Peruvian, José Santos Chocano:

Ast, una madana dominguera del mes de junio de 1901, Chocane aparecid por

las calles de Guatemala, acompafado del Or, (Ramén 4,) Salazar y del

Licenclada (Manusll) Valla, Nosotros los vimos 253 maflana en la peluguer!fa

‘Londres’, ‘rendsr vous' ge la dpoca, a donde se acudla principalments los

domingos, en una como Iniclacidn ge distracciones del df3, Vimos al

personaje extraflo, vestido con excesiva elegancia; un levitdn color de
tabaco, con terciopelo en el cusllo, pantalones ampulosos de la misma tels

gel levitdn, a8l cusllo de la camisa alto y tieso gue Inmovilizaba la cabeza

gal dueflo, wna corbata ancha de [aza, unos zapatos de color y un enorme
crisantemo en la solapa del laviton,,,

FPoco despuds, le vimos en la ‘parada‘, la famosa parada de las diez, en
donde a pretexto de asistir a la revista de las guarniciones de la capital,
se reunfan en el pargue central los muchachos que presumlan, las asistentes
3 la wmisa de Catedral y las nifleras, la codiciada conguista de
estudiantes, ,,

., dguisn era aqual personaje gue nos paracta tan esirafalarfo?*s

Chocano's flamboyant personality was admired as was his talent for

declaiming his own poetry. He soon found himself embroiled in Central
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American politics and by 1905 was named Peruvian consul to Central
America. In 1806 he was an envoy to El Salvador where he claims to have
averted war. In 1912 he married the only daughter of the distinguished
Batres Jauregui family, Margot. This marriage assured his entry into
Guatemalan society and also cemented his friendship with Cabrera. Between
1915 and 1918 Chocano spent a lot of time in Mexico where he was known
as el verbo de la revolucion. He was also the sometime secretary of Pancho
Villa. For Chocano, Villa represented ‘el tipo de caudillo legendario
representativoe de una época y de una raza'*” Cabrera, on the other hand,
was an American Machiavelli: also necessary for the sort of governments
Chocano felt Latin American countries needed:

- los autdcraras y yo tensmos la misma talla, por 259 nes buscamos - decla

=! hemos nacide para poseer la tierra, ands alld del bien y g2l mal, S6lo

hay dos formas de gobierno; el gobierno de la fusrza y de [a farsa, én

nuastra América tropical tiens que escogarse entre el gobierno de 13 fuerza

organizadora y el de [a rarsa organizada, Hay gue decidirse por todo menos

por &l ridtculo, #%

During his time in Guatemala Chocano embarked on a series of dubious
business ventures ranging from mining in 1909 to the monopoly of refined
sugar in 1918, which made him many enemies. Although he published two
collections of poems during this time, Chocano wrote with less and less
frequency. He had a great ability to dazzle his public, and the poet José
Vicente Martinez nicknamed him el caballero de Ilos espejos. In Arévalo
Martinez's novel Hondura, the protagonist, Alfonso Celada, is taken to meet
the poet, who has great literary plans for the republic:

Maflana te presentard a Chocano; ojald gue lo encontremos en una Jde las

pocas ocasionss en gque todavia compons versos, porgue - ino sabes? -

Chocano ahora es negoclante, nada mds, Hace una semana me contd gque va a

sar gnormements rico explotando ol acelte de cocodrilo para curar 13

tuberculosis, ayer proyectaba crear una empresa editorial gque absorbiera 13

proguccidn  de libros de la Awdrica y publicara su mayor periddico;

- 38 -
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distribula ya ol personal de é&sie) don José Vicente Martinsr vy Federico

Herndndezr de Ledn serlan editorialistas! el Inimitable Jossé Rodrigusz

'2rpa, cronista) yo estarfa @ cargo Jde la seccidn social! y a los poetas,

my blen pagades, a razdn de dier libras esterlinas por poema, se les

destrinarfa 13 edicion dominical, *?

Chocano's controversial behaviour made him unpopular among certain
sectors. Chocano and Cabrera's close friend, Lic. Francisco (‘Pocho') Galvez
Portocarrero, on whom Asturias based his character, Cara de Angel, were: ‘...
hombres a los que, entraran a donde entraran, pidieran lo que pidieran,
nunca se les cobraba, porque gozaban de 'la tarjeta'’ del Sefior Fresidente, y
esto naturalmente Iiba enviciando a los individuos, los iba arruinando.' <
And yet when the young journalist, Federico Hernédndez de Leén, was
imprisoned in 1815 for writing unfavourably about the régime, Chocano went
to visit him despite presidential orders.

When Guatemala City was devastated by earthquakes in 1917-1918
Chocano wrote a poem entitled La Ciudad arruinada which brought him close
to the people once again. The poet compared the devastation undergone with
the tragedy of the World War. Cabrera was so jealous of this success that
he asked Chocano to write a better poem for him which he was to recite in
public. Chocano then wrote the following verse :

Me cuentan de una noche

que fue tu noche triste

en que, desde lo alto,

con ojos tristes viste

rodar y quebrarse cual si fuera
un castillo de naipes

una ciudad entera,

entonces, cual Josué,

paraste la Tierra con el pie...%’

In literary terms Chocano launched a movement known as mundonovismo

which attempted to proclaim the wonders of the American continent through
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indigenista, criollista and regionalist themes. During his stay he published
two collections of poems: Alma América (1906) and Oro de Primicias de
Indias (1809). Chocano's literary merit lies in his recognition of native
American themes.

Despite his talents and title as poeta de América Chocano could not
compare with Rubén Dario, who revisited Guatemala in March 1915. By this
time Dario was already a legend, but he was to die less than a year later
in his own Nicaraguan homeland.®< Both Soto Hall and Chocano had asked
Cabrera to help Dario when he was destitute in New York, and it was under
Cabrera's auspices that the Nicaraguan travelled back to Central America.
Dario's arrival caused a great sensation. He was lionized and visited by
admirers and those curious to see him because he was, after all, a
celebrity; fellow Nicaraguans, too, were anxious to meet him. These went to
him:

.. 8n demanda de las wds elementales prendas para cubrir sy desnudez)

zapatos, calcetines o las mds elementales viandas y alcoholes para saclar

su hambre y su sed, Esa gente bohemis a veces esperaba horas enteras a gque

Rubsn descendiera de sus paralsos artificiales para podsr comsr las s50bras

de los alimentos profusss gue conducta 3 su cuarte 8l walhumorado duefle del

hotel,
$i para los poetas de todos los colores Rubén era el dios supremo, pard

2l gueflo del hotel s8lo era un cochine sefor gue 1o ensucliaba las
pabltacionss, gque vomitaba sobre sus tapices cuando estaba embriagado, qus
tiraba las cdscaras de las frutas en el sueilo y gue sobre todo recibla una
gentuza sun ands destructora, 5%
Students, too, flocked to his hotel to see him. For them Dario was a
god. When Miguel Angel Asturias and his friends went to visit him Dario
was at first apologetic regarding his presence and circumstances in that

dictatorship. When he realized that these students had come to talk to him

about his writing he warmed to them:
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Rubdn, gque sstaba recostads, se puso contento, se sents, pidid un codac,

gue se fue tomando paulatinamente, y nos dijo; 'busno, ustedes escriben?’

Le dijimos que no, gue estabamos 3acabando nuestro bachillerato y gueriamos

hadlar con 2l, Entonces se entablo un dialogo en 2! gue era el guién

hablaba v, generalments, de asuntos nostdlgicos, Nos dijo gus habla estado

en Guatemala en 3 dpoca de su primera Juventud, acabando de salir de

Nicaragua, ‘'Ful Invitado en este pals floride, Agul estuve Mart!, Agul

estuvieron grandes poetas,,, ' Ingudablemente gue 12 presencia de el nos

aanudecio, Le saludames, lo dimes la mane y nos retiramos, <+

Dario was frequently visited by government officials who demanded that
he write a poem in praise of his benefactor, but 'el poema no se escribia
Jamas; la noble musa de Dario, que habia cantado al cangrejo, al sapo y
otros bichos, no lograba cantar a Cabrera'®® Dario's failure to comply with
presidential wishes resulted in his having to leave the (asa de 5an Marcos
and move to a more humble pcosada. With little money and few material
possessions to attract a flock, Dario met only with true devotees. By this
time his second wife, Rosario Contreras, arrived to take him home.

Dario was not the only writer who failed to please Cabrera. In 1914
the Colombian poet, Miguel Angel Osorio, or Ricardo Arenales as he was
known then, arrived in Guatemala. Arenales subsequently became better
known as Porfirio Barba Jacob, a name he adopted during his stay. Soon
after his arrival Carlos Wyld Ospina, whose maternal family had emigrated
from Colombia in the nineteenth century, organized a literary evening at
the Teatro Colén. The Colombian's style was admired, and he made a deep
impression on Arévalo Martinez.®<

Barba Jacob's perversity appealed to some, insulted others, and
ultimately ensured him a free passage out of the country. During his stay
he captivated several young students with his bizarre behaviour and ideas

of a filosofia de lujo. Asturias remembers the neologism acuanimantima

Barba Jacob invented and how he would base entire poems around this word.
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His play on words and love for turning things upside down was so great
that once when he appeared before a group of University students he
challenged them to insult him: whoever came up with the most obscene
insult would win a dozen ties. Arévalo Martinez tells of Barba Jacob's
inventive use of language:

Cambraba de nombre a los poetas conoclidos; al costarricense Lisimaco

Chavarrfa le [lamaba Chirrimaco Llavarrfa, a Carrasquilla Mallarino,

Marrasguilla Callarino, Eduardo Colfn, por entoncss secretario de la

legacidn mexicana, wun dfa censurd acrements sus versos, Barba Jacob

anuncid; - ‘Ese npo debfa llamarse Eduards Colfn sino Cristdbal Celln, ' 57

In order to survive Barba Jacob sought work with the newspaper La
Republica. Another able writer, the Mexican Jjournalist Guillermo Prieto
Yeme, was given the position. The director of La Republica, Dr. Eduardo
Aguirre Veldsquez, chose Prieto Yeme because Barba Jacob demanded that the
paper be updated and improved and this would have entailed great expense.
Without work or income, Barba Jacob no longer enjoyed the good wines at
the Hotel Espafia. Instead, he took to drinking the local aguardiente and
dining in cheap fondas. Soon many neighbourhood bars were serving strange
concoctions of inexpensive liquors known as arenalinas.*

During his early days Barba Jacob met several artists f{rom
Quezaltenango and at their suggestion decided to move to that city.
Xelaju boasted a large artistic community including young painters like
Carlos Mérida and Humberto Garavito and the sculptor, Rafael Yela Gunther.

Wyld Ospina believes that Barba Jacob contributed articles to the local
newspépers El Comercio and El Diarlo de los Altos. While in Quezaltenango,
Barba Jacob began a book about Guatemala entitled Tierras de Canaan. The

local press of Mufioz Plaza printed several of the early chapters of this

work, but when their content was seen to ignore Cabrera's exemplary
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qualities its printing was stopped. Barba Jacob's credit failed and he was
finally so poor that he could not even pay for a ticket to the nearest
border. When asked to speak before a group of finqueros he therefore
conceived an idea which would ensure his expulsion from the country. He
would insult Cabrera's economic programme thus solving many of his own
financial problems and freeing himself from an environment which had begun
to bore him:
cNo ve gue estoy preso como en &l fondo de un poso de lisas parsdes en 8ste
qgusers gque se llama Guatemala?,,, donde npadie puede ganarse 13 vida de
ninguna de estas tres maneras gdecentss! haclendo periodismo, hacliendo
polttica o estafando, voy 3 decir esto al gobierno gue 1os rige para
ebligarla a gue me traslade gratis y en medio de dos soldados fuera del
territorio patrio; es ol dnico modo g8 liberarae, *°
Barba Jacob left for Cuba in March 1915 just as Rubén Dario made his
way to Guatemala. The Catalan, Jaime Sabartés (1881-1968), who was also to
influence a generation of young artists, may have reported Dario's arrival
in the Quezaltecan newspaper £EI Comercio and seen Barba Jacob leave.
Sabartés himself had arrived in 1904 and worked for an uncle during his
first years in the country. Accustomed to the literary and artistic circles
of Barcelona and Paris, Sabartés soon formed part of the intellectual
set.®® His friendship with Picasso and family ties with Mird made him much
sought out by young artists. Arévalo Martinez considered him talented but
a dilettante, since he did not give himself completely to any art form.
Sabartés painted, sculpted and contributed fiction to the literary magazine
Juan Chapin. He also briefly directed the Quezaltecan newspaper Diario de
los Altos. By the time Santiago Gonzéalez, who housed the most important

tertulia for artists, died in 1909 GSabartés's home was already a popular

rendez-vous. Here, young painters 1like Carlos Valenti (1884-1812), Carlos
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Mérida <(1891-19827), and Agustin Iriarte (1876-1962) were able to see
their first Picassos.

Sabartés wrote two novels about life under this dictatorship. Others
who lived through these years - Arévalo Martinez, Asturias, and Wyld
Ospina - also wrote about it. The most famous novel about this period is
Asturias's El Sefor Fresidente, (1932); Asturias won the 1966 Nobel Prize
for literature. Asturias's style launched a new school of literature, not
only in Guatemala, but in all Latin America. Arévalo Martinez's study of
Cabrera's tyranny is entitled /Ecce Fericles! (1945) and 1is the best
historic account of the period. Arévalo Martinez's short work La oficina de
paz de Orolandia (1925) is also an attack on the extremes reached by the
bureaucracy under Cabrera. Wyld Ospina's short and succinct ElI autocrédta.
Ensayo Folitico-Social (1929) is also excellent and gives a personal but
accurate overview of local political history from Carrera's time to
Cabrera's. Sabartés's two novels are entitled: Don Julian (1947) and Son
Excellence (1949) and have only been published in French.=’

Both Sabartés's novels are interesting for their details of everyday
life. Unlike Asturias, who chose the dramatic and especially dark side of
the dictatorship, Sabartés shows the uncertainty of the times in a prosaic,
almost dull, but inevitable pace. He also shows that, despite certain
repressive qualities of dictatorship, life continued as usual and that art
continued to be discussed and enjoyed during this time. Son Excellence is
rarely seen, but as in Asturias's novel, his presence is all pervasive.

Sabartés summed up Cabrera's ability to control and govern a people

when he wrote:

Co qus l'on exigeait, au plus haut point, Je ce2 gouvernsur, c¢'start la
soumIssion, par nécessité ouw par Intérdt, par fidélits su besoin, ou misux
epcore, par complicits, Les Intriguss, qui ne devaient pas tarder 4 se
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nower, ou Qul  se créalsnt J8jd, servirafent 4 ]'dloigner de  ses

subordonnds, Dans cette situation, Il n'auralit o'autre ressource gue de se

soumattre au ‘patron’,,,
Dans la polltique Intérisure devalent entrer d'auires considérations; la

vig pationale &tarv tranguille, les formalités relativement simples; Iz

peuple &talt asser prés du gouvernement et s95 besoins réduits, Les

aubrtions et [les risgues ne sortaient pas dJu cadre de l'Iindividu,

L 'essentiel d&tart de savoir compliguer leur existance, augmentsr les

formalités, éloigner l3 masse, corrompre la coterie gui entourait le Chef

de Gouvernement, créer des besoins, embrowrller les affarres, falre des

doties 4 ['exterieur, désorganiser l2 commerce, Jdétruirs 1'agriculture,

gntraver l'industrie, annuler le crédit, construire un labyrinthe et cacher

le fil gui pourrait servir 3 en trouver 1'issua, €%

The Minervalias were more than good press for Cabrera. They were a
palpable demonstration of his hold over the people. In this chapter we
have tried to show that although Guatemala remained colonial and insular
in many ways, it was not a complete cultural backwater. Some of this may
be due to Cabrera's efforts to promote education and attract foreign
intellectuals. Although schools and public life became highly militarized
during his administration, students and writers were able to congregate
and discuss art and literature. Most of them were safe, unless they openly
discussed politics or criticized the régime. In Chapter Four we will be
examining the political system in detail. This will enable us better to

understand how Cabrera was able to maintain himself in power and the

effect this had on Guatemala's future political life.



CHAPTER TWO

THE GUATEMALAN ECONOMY, 1898-1920

This chapter will examine many basic aspects of the Guatemalan
economy immediately before and during Cabrera's régime. It will begin by
looking at the foundation of banks in the country and at the fiscal
climate in which they were created. The state of gover;nment finances,
government expenditure, the sources of revenue, government loans, the rodle
of national and international banks, the issue of paper money and its
consequent depreciation, inflation, the flight of silver and the
deterioration of the exchange rate will also be considered. Some attention
will be given here regarding Cabrera's interference in Central American
politics as this involvement was in many ways intended to disrupt u.S.
financial schemes for Guatemala and eventually contributed to his downfall.
The second half of this chapter will examine its external debt with the
Council of British Bondholders, as well as the diplomatic problems it posed.
The retooling of the national economy and government machinery for coffee
will not be examined here as this subject has been adequately analyzed

elsewhere.’

THE FOUNDING OF BANKS IN GUATEMALA
Banks were not eétablished in Guatemala until the 1870s. Previously
the Church had survived as a major money-lender in the republic. During
Carrera‘'s presidency, and particularly in his first years when the public
treasury was exhausted, that dictator on occasion ordered his troops to be
paid from Church funds. Subsequently Carrera restored the payment of

tithes to the Church, which in turn replenished its coffers.= The Church
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offered loans at about 6% interest, generally for mortgages against farms
and property.® It was not only the Church, however, that made loans of this
kind; indeed many merchents with capital to spare lent on mortgage.

In 1873, two years after the Liberal revolution, Justo Rufino Barrios
had decreed that all ecclesiastical holdings and property be confiscated.
It was on the proceeds of this expropriation, valued at two million pesos,
that the first bank was founded. The Banco Naciocnal de Guatemala was
authorized by the government to carry on regular banking business,
including issuing and circulating bank notes. Until this time, most Central
and South American currency was accepted in the country, as were U.S.
dollars and British pounds. Although the notes or billetes de tesoro issued
by the Banco Nacional were accepted as legal tender and were guaranteed
by the government, within three years this bank lost its official status.
Noene of the secondary sources examined give reasons as to why this
occurred, but the bank continued to be much used, especially by the
coffee-growers.

Coffee~growers constituted Barrios's principal political support, and
required capital and government backing. From the outset, coffee production
was seen by many as a main adminstrative concern, particularly by the
pres?;dent. Bulmer—-Thomas puts it succintly:

The astablishment and the development of the corrfse trade wouwld not have been
possible without strong siste support, Government sxpenditurs was nesded to
provide Incentives and establish essantial Infrastructure; 3t the same time,
a rising level of trade could geperate the Increase In governmsnt revenue
needed both to finance the increase in government expenditure and to overcons

tha danger of political Instability, which always afflicts revepue-starved
governments, *

Banks were now recognized as indispensable, and further foundations
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followed. In 1877 the Banco Internacional was founded and a year later
the Banco Colombiano began operations in Guatemala City; in 1881 a third
bank, the Bancec de Occidente, was established in Quezaltenango. All three
banks were permitted to issue their own notes. Subsequently three more
banks were set up: the Banco Agricola~Hipotecario in 1894; the Banco
Americano, and the Banco de Guatemala, both in 1896. All these banks were
authorized to issue notes, redeemable on demand. Indeed, from the time of
the founding of the Banco Internacional in 1877, all of the banks
mentioned periodically issued bank notes; these, with few exceptions,

continued to be redeemable until 1837.

THE FISCAL SITUATION AND CURRENCY PROBLEMS

Guatemala, like most Central American republics, based its currency on
silver. During the 1870s President Barrios abolished the use of macacas,
the base silver coin used throughout Spanish America since the Conquest,
making Guatemala one of the last countries on the continent to do so and
signalling the end of the legacy of colonial currency. Thenceforth, as
mentioned above, silver pesos were the national currency, although other
'‘hard' currencies were accepted. However, it was also about this time that
Guatemala's silver-based currency began to suffer and continued to do so,
with minor exceptions, thereafter. The gold value of silver continually fell
while the exchange rates of gold-standard countries continally rose. It was
also during Barrios's presidency, in 1874, that the Guatemalan peso was
placed on parity with the U.S. dollar.

With the increase in the issue and use of bank notes in the 1880s,
silver currency rapidly began to leave the country. The government had to

take harsh measures to keep what silver there was in Guatemala so that it
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would remain in circulation. In January 1898, President Reyna Barrios
prohibited the export of silver coins, but these continued to vanish until
in November of that year Cabrera granted a premium of 10% on silver which
was imported.® However, by that time most silver currency (with the
exception of small dencminations) had disappeared. The increase in paper
money and steady depreciation led to the total disappearance of silver
currency by 1905, except in remote Indian villages where silver continued
to be valued.

Cabrera's predecessor, Reyna Barrios, was notoriously extravagant in
his use of public funds. He aimed to be the most cosmopolitan of Central
American rulers, so much so that the French Consul-General commented on
his evident desire to rival Mexico's Porfirio Diaz in his attempt to
modernize Guatemala. Reyna Barrios spent enormous sums on building
boulevards, fountains, and parks in his capital, and even held a Universal
Exhibition there in 1897.%

The régime of wunconvertible paper money which Reyna Barrios
inaugurated, coupled with excessive government expenditure, the continuing
fall in the price of silver and coffee, and the threatening revclutionary
forces of Proéspero Morales and Daniel Fuentes, further exacerbated his
position. Mr Pouqueville, a French official explained to his Minister of
Foreign Affairs Hanotaux, that this rebellion was not simply a reaction to
Reyna Barrios's self-declared dictatorship, but also a response to the

worsening financial climate and to a loss of wealth amongst the landholder

class:

En présence du Trésor vide, ot son crédit entidrenent Spuiss, le Gouvernsment
n'sut plus d'autre ressource gque celle de recourrir aux expédients; Il
gécréta donc le cours forcd; et cetie mesure, tout naturellement, eut pour
résultat, en portant les changes 3 1908, do paralyser [es affaires et les
transactions commerciales et Jd'augmenter encore la malarise et le mécontent

— 49 -
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géndral, On ne se géna plus de lors, pour critiguer l'adninistration de Reina
barrios et ses depenses sxagdrédes, on l'accusa némwe de n'avorr récherchs Jdans
towt ce gaspillage que des occasions de réaliser des bénéfices personslle peu
licitss,

o Fersonne, icli, n'lgnore gue faniel Fusntes et Frispero Morales, tous
deux perdus de detles, se2 trouvent dans une situation de finances de plus
précaire, Il n'est donc pas dtonnant gu'ils se Jdorent Jdécidds 3 Jousr leur
depnidrs carte, en présepce du coup J'Stat de Reina Barrios, qui en leur
fermant le chemin Jde la Frésidence, feur farsait perdre le dernier espoir de
rétablir leur fortune,”?

Furthermore, Reyna Barrios was faced with the mounting cost of
completing the railroad to the Atlantic which his uncle Justo Rufino had
begun. In May 1897 he borrowed one and a half million pesos from the five
banks to cover these expenses and pay government salaries, which were
about five months in arrears. The loan bore an interest rate of 1% a month
and was to be repaid within a vyear's time. The French Consul General
Challet described the situation as follows:

oo Il 3 apergu un peu tard, gus 185 revenugs de l'Etat avalent une linite at
gue les excédents des anndes dernidres ne pouvaient suffire d couvrir la
codte d'enterprises dont l'utilitd par quelgues wnes au  molns, st
contastable,

Qu resta, 1l n'a pas hésité a v mettre un terme ot du réguire au strict
nipingn 185 charges ordinaires et extraordinaires du budget, et grdce aux
sconomies, qgu'en résulteront Il espére, ainsi qu'on la decrété d'aillsurs,
rendre 3ux bangues la posibiliteé de reprendra les palements en argent dés le

ler janvier prochaln, dpogue 3 laguells on se croit assuré d'avoir remboursé
lss 23 de ce nouvel emprunt, ©

During Reyna Barrios's last year in office all banks were authorized by
his government to postpone any payments to their creditors in gold or
silver until 1 January 1888, at which time the moratorium was to end and
coin payments were to be resumed. In the meantime, all bank notes were to
be accepted as full legal tender for all transactions undertaken in the

country. In addition to this, the government took it upon itself to redeem
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any notes, should any banks fail to do so. Thus the decree of 21 May 1897
is considered to mark the beginning of irredeemable paper money with the
status of full legal tender, although Young points out that some time
before this date the notes were already in effect irredeemable.? Challet
described the people's reactions to this event:
L'alarme au premier a St& grande, surtout parml les populations Indigénes,
QuI one Ccru au paprar monnals 2t s sont préciplides aux guichets des bangues
pour dchangar leur b1llets, Les bangues qui n'ont point en besvoin Jde
recourrir, comme 2lles v sont autorisses 3 une nouvells émission de billets
et gui, par conséguent, n'ait pas modifié leur bilan, ont v la sagesse de ne
58 point refuser aux dchanges de petite valsur 9%, de ce fart ont un psu

calmé l'irritation de la fouls, Le monde des affalrss envisage [la situation
gvac asser de calae,,,’?

Guatemala's fiscal situation steadily deteriorated and the Reyna
Barrios government did little to improve its position with regard to the
banks, 1its foreign creditors and the public. In December 1897 the
government issued another decree which set out to redeem all
denominations of bank notes in silver coin within the next few months.
Although this redemption programme was begun, it was interrupted by Reyna
Barrios's assassination in February 1898.

On assuming the presidency Cabrera found himself confronted by
serious financial difficulties. Throughouiﬁ Reyna Barrios's six years in
office the price of silver had continued to fall in terms of gold. In 1895
it averaged about 65 cents (U.S.) an ounce as against $1.04 an ounce in
1890 and $1.32 an ounce in 1872.'" The mounting outflow of silver money
and rising government expenditure forced Reyna Barrios to issue large
amounts of paper money. Although he attempted to complete several
worthwhile projects, he had badly misjudged the Treasury's resources and,

as has been mentioned above, borrowed extensively from banks. The most
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immediate consequence of the increase in bank note circulation was a
steady rise in inflation; by 1909 note circulation had increased about 600%
over what it had been in 1896.'=

In order to deal with the serious financial situation which he had
inherited and to inspire public confidence, the provisional president
established the so called comité bancario. This committee consisted of a
representative from each of the banks and two government officiéls. Its
main aim was to control the republic's money supply and assure creditors,
both at home and abroad, of the new government's goodwill and intention to
pay its outstanding debts.

Like most institutions to emerge during Cabrera's long years in office,
the comité bancario was in fact never representative of the different
bodies with whose interests it was said to be concerned. In practice, the
comité was an institution dominated by the president. It provided a legal
fagcade for the government to continue the issue of unsecured paper money.
Soon after Cabrera took office in September 1898, 6 million pesos worth of
comité bancario notes were issued. These were to be used by the new
government to repay its internal debts and immediate public sector
expenses. However, the debts were never cleared, and Cabrera continued to
borrow further from the banks, always on advantageous terms, the most
important of which was that the government should pay interest at 5% per
annum in current money (paper issue).'®

The government laid down a small reserve provision behind the new
comité bancario to support the nation's entire bank note circulation. At
the same time, the government loans drew 1in part on the banks' reserves
which contributed to guarantee the comité's bank note circulation; in

return banks were once again relieved of their obligation to redeem their
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notes in silver. Soon there emerged the same temptation to which Reyna
Barrios had succumbed: with the 1lifting of silver redemption, the
floodgates of issue of irredeemable paper money were opened.

Although certain government revenues were earmarked for the comité
with a view to reducing the national debt and accumulating a reserve
either in gold or silver, these plans proved futile. The reserve failed to
amount to the 30% which the committee had stipulated it had to reach in
order to begin redemption of the whole paper currency. Further issues of
bank notes were made in the manner already described above until the
amount in circulation reached over $200,000,000 (paper pesos) in 1919.'4
Before the outbreak of World War I, the paper peso was worth 5¢ (U.S.) in
gold. In August and September 1914, its value fell to 2%¢ gold. By 1919,
its value had risen back up to approximately 4¢ gold.'s

In June 1898 the banks held about 2,800,000 silver pesos as reserve
behind their paper issue. Within a year this fell to 1,750,000 pesos and by
1321 the financial situation had so deteriorated that only 324,000 pesos
worth of silver remained.'® According to Young:

The clrculation on the latter date (]3921) was about 356,000,000 pesos, and
the metallic reserve thus less than one tenth of ons per cent, 3 negligible
amount,,, This Is estimating the paper peso as the eguilvalent of the silver
peso, If the papsr peso has a value of two cents gold, and the silver In the

silver peso Is worth forty-seven cents in gold (silver at sixty-five cents
per ounce troyl, the reserve would amount to 3 fraction over two per cent,’”

In general, the serious inflation consequent upon this vicious, circle
of paper 1issue and non-repayment was further exacerbated by the
instability of Guatemala's silver-based currency (See Table 1), and the
country's dependence upon a mono-export crop. This unhealthy climate was

viewed with apprehension by creditors, who did not wish to be repaid in
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worthless national currency. Although foreign trade suffered to some
extent, the brunt of this depreciation imposed a very low standard of
living upon the majority of the population. This was because wages did not
rise in proportion to the decline in value of the peso. On the other hand,
coffee-growers benefitted from the exchange rate since they continued to

pay their labour in pesos, but received gold currency for the sale of their

goods.
TABLE 1
RATES OF EXCHANGE OF GUATEMALAN PESOS FOR ONE U.S. DOLLAR: 1897 to 1922

YEAR HIGH LOW YEAR HIGH LOW
1897 3.12 2.32 1910 18.50 15.50
18388 3.00 2.49 1911 19.30 16.10
1899 8.50 3.00 1912 19.65 17 .60
1900 7.50 4.50 1913 20.50 18.45
1901 7.26 4 .85 1814 45 .00 20.20
1902 15.00 6.80 1915 49.85 35.00
1903 21.00 12.15 1916 46.00 38.70
1904 16.90 12.25 1917 42 .00 36.45
1905 13.60 11.60 1918 41.00 29.70
19006 12.00 10.80 1919 35.00 21.00
1907 16.05 11.00 1920 45 .65 22.25
1908 17 .40 13.80 1921 69.25 41.25
1909 18.50 15.60 1922 59.25 47 50

Source:'®

From Table 1, it is noted that the percentage variation in exchange rate
for each year tends to narrow from the early to the middle years of
Cabrera's presidency, and increase again from 1914 onwards. Furthermore,
the rate itself tended to increase in favour of the U.S. dollar throughout
the period 1899-1922.

Although a relationship of mutual convenience had evolved between the
government and banks, banking establishments were nonetheless coerced into

‘lending' money to the government whenever it was required. Thus, the

—_ 54 -
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money owed to the banks created much the largest part of the republic's
internal debt. By the end of 1917, this was said to amount to $1,103,000
(U.S. dollars payable in gold) and $144,746,000 payable in paper pesos
making the total internal debt approximately $7,000,000 in gold (U.5.$).'7
The US. government and many American businessmen viewed the
fluctuating rates of exchange and financial instability as matters for
concern which justified intervention in the country's politics. Although U.S.
companies had invested in railways, the fruit trade and mining, the U.S.
government was all the same more concerned in preventing any sort of
European intervention in the region. From 1903 particularly, when the
construction of the Panama Canal was begun, U.S. foreign policy took a
fiercer anti-European stance. As will be discussed below, the U.S. State
Department was not only intent upon maintaining peace on the isthmus, but
keen to allow its bankers and businessmen to repay many Central American
debts to those creditors represented by the Council of Foreign Bondholders,

and subsequently to reorganize local currencies and financial institutions.

GUATEMALA'S SOURCES OF REVENUE

Guatemala's sources of revenue were limited and tended not to reach
the National Treasury. They were little changed from colonial times and
consisted primarily of customs duties, the rum and tobacco monopolies and
road taxes. More recent sources of revenue were the postal and telegraphic
services. None produced much, with the exception of customs duty, which
despite corrupt officials was the largest source of government income. It
nevertheless remained insufficient to cover government debts and the

additional cost of government projects.

Few accounts of the republic's sources of income during Cabrera's
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régime can now be located. The figures and tables which appear below are

due to D.G. Munro and J.P. Young. Munro prepared a report on the
republic's financial standing in 1919 for the U.S. Department of State and
was sceptical of most of the official sources he consulted at the time.
Although Munro did not think that these were honest or reliable, his
figures are nonetheless used here in order to provide contrast between
internal and external national debts.

Table 2 presents Munro's findings of the country's total revenues and
expenditures based on the official Memorias de Hacienda for the years 1503
to 1918. The figures given are in Guatemalan national paper currency which
fluctuated between $11 and 320 paper pesos to $1 gold (U.S.) from 13803 to

1914, and which fell dramatically to $40+ paper to $1 gold from 1914 to

1919,
TABLE 2
GUATEMALA'S TOTAL REVENUES AND EXPENDITURES, 1903-1918
(IN NATIONAL CURRENCY)
YEAR GROSS REVENUE TOTAL EXPENDITURE BALANCE
1903 P$ 17,586,884 23,201,000 DEFICIT (5,614,116
1304 30,315,413 39,906,529 " (9,591,116)
1905 34,058,169 45,392,383 " (11,334,214)
1906 30,500,772 45,732,987 " (15,232,215)
1307 35,297,822 44 560,222 " (8,262,400
1908 37,335,957 44,929,752 " (7,593,785)
1909 49,239,723 70,554,261 " (21,315,538)
1910 51,571,440 45,959,410 SURPLUS 5,612,030
1911 62,047,475 69,161,969 DEFICIT (7,114 ,494)
1912 71,014,726 76,682,916 " (5,668,190)
1913 83,644,025 46,463,582 SURPLUS 37,180,443
1914 82,399,924 48,735,805 " 33,664,118
1915 85,007,704 67,841,283 " 17,166,421
1916 134,935,121 91,753,289 " 43,181,832
1917 135,471,585 131,413,228 " 4,058,357
1918 110,937,325 77,666,023 " 33,271,302

Source: =°
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Although it appears that Guatemala had a surplus ranging from
$750,000 to $1,000,000 gold between 1913 and 1918, these figures were
arranged fo present a more prosperous picture of the country to
prospective financiers. By 1913 Cabrera's government had become notorious
for leaving the greater part of its obligations unpaid. British creditors
insisted on their due that year, and the U.S. began its attempt at ‘dollar
diplomacy' in Guatemala.

Despite the chronic shortage of government funds, Cabrera inherited a
coffee-producing country with a modest communications network and a
strong system of debt-peonage. The strong ties which had emerged between
the coffee oligarchy and central government offer scme explanation as to
how Guatemala was able to function when its government expenditure
greatly surpassed its income, and how it succeeded in gaining new loans.
Cabrera showed an ability, without great government wealth, to continue
the expansion of the national infrastructure, maintain peace and an orderly
and sufficient labour force for the security of the coffee crop.

The cultivation and marketing of coffee offered more than one source
of revenue for the government. Cabrera continued to use the pre-existing
system of labour in coffee. The system of debt-peonage provided an income
for most of the persons involved; from recruiting agents, jefes politicos
or army officers, to coffee plantation exporters, and ultimately to the
government. The labour recruiters were satisfied by keeping the greater
part of the peso wages promised to the Indian workers, while the majority
of plantation owners profited by paying their labour force in paper
currency and selling .their crop on the gold market; the government

benefitted directly from the gold as export duty, and indirectly from

customs duty.
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In 1889 coffee accounted for 96% of national export earnings and it
continued throughout this period to serve as the major source of revenue
for servicing of government debts and guaranteeing further foreign loans.
In 1900, most Guatemalan coffee went to London, Le Havre, and Hamburg,
with Germany taking 60% of the shipments.®' As will be seen below, coffee
export duty was repeatedly used as security for new loans, although
technically it was pledged to British bondholders for servicing Guatemala's
older external debt. From 1903 to 1912 $1.00 (U.S.) gold was charged per

quintal, and thereafter $1.50 gold was collected ==

TABLE 3
AMOUNT SECURED (IN U.S. $/GOLD) BY THE COFFEE EXPORT DUTY, 1905-1916
YEAR DOLLARS YEAR DOLLARS
1905 810.816 1911 788,720
1906 684,420 1912 741,626
1807 901,995 1913 1,313,006
1908 569,731 1914 1,247,150
1908 881,626 1815 1,163,447
1910 664,550 1916 1,311,076
Source: ==

Table 4 offers further government sources of revenue, mainly customs,

monopolies and other taxes.

ADDITIONAL GOVERNMENT REVENUE, 1913-1916 (IN U.S. $/GOLD)
YEAR 1913 1914 1815 1916
CUSTOMS 3,353,853 2,425,974 1,476,518 2,488,420

MONOPOLIES 459,336 340,610 242,478 385,810
OTHER TAXES 265,421 217,537 144,022 174,119
TOTAL 4,076,610 2,984,537 1,863,018 3,158,349

These figures do not include the revenue from the postal and telegraphic
services. =4
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The combination of low wages and inflation forced many citizens to
seek additional sources of income. In January 1919 a French Officer,
Cavalry Major Contresty, Commander of the French military mission reported
to the Minister of War:

La vie ici d plus gque tripld depuls mon prepier séjour sn 1912-1914,

Four wne petrte malson en bols, composse de 4 pléces et | cabinet, en
plaine campagne, 3 3 kilometres de la vills, Je paye 80 dollars (440 francs
par mols?,

Autrefols, Je payals 35 dollars pour une trés belle villa sn plsin Lenz‘re

Sur uns d9s principalas promenades de la vills,
Le reste de [a vie augnents dans de proportions encore plus fortes, 25

The increase in the paper circulation of the national currency was not
the only reason for this inflation. On New Year's eve 1917-1918, Guatemala
experienced one of its worst earthquakes for fifty years. The devastation
which resulted, particularly in the capital, forced the government to take
action. Although the country received large amounts of medical aid from
the U.S. Red Cross, Cabrera did not bother to reconstruct much of the
destroyed capital. This resulted in many citizens needing to move out of
the city, as did Major Contresty, and the emergence of shanty towns.

In the same letter to the Minister of War, Contresty voiced some
concern over his salary and that of his men:

D'arllsurs [l y a lieu de remarquer gque les apporntments donnds aux
etrangers, Icl, sont touJours beaucoup plus 8lévés que l2 ndtres,

Jans ['aviation par exemple, le mécanicisn (un déserteur frangals? qul n'a
guére gue le nom de mécanicien, touchs 300 dollars par mels, tous comme [es
capltaines da la alssion,

La pilote, un turc gui se dit américaln, qui n'a pour lui que son absolus
pullits en tout, et surtout en matidre d'aviation touche &galsment 300

dollars par mols, Naturellement cos individus volent et trafiquent par tous
los moyens et s'enrichsessent, *¢

Contresty and the French military mission were experiencing what



ITI. THE GUATEMALAN ECONOMY , 1898—-13=0

most civil servants already knew: that government salaries were
insufficient to live on. By 1919 important officials, such as supreme court
judges and cabinet ministers, were receiving salaries of $40.00 or $50.00
gold a month.®” Less important civil servants received considerably less,
and wusually in national paper currency. Cabrera's régime thus actively
encouraged graft at all levels of government and society. Consequently,
all-pervasive complicity emerged that was to become one of the principal
hallmarks of his presidency - as well as providing the means of the
country's economic survival. One of the most flagrant examples of this is
provided by the president's Minister of Protocol and chief of the secret
police, Mario Monteforte di Divisa. This Italian amassed a fortune through
the sale of stolen jewelry, blackmail and confiscations. Smaller
misdemeanours were more usual, especially in the provinces where it was
common practice for judges and jefes politicos to receive bribes for their
good offices.

The president himself was not above using similar methods for gaining
additional wealth, although it should be pointed out that his ultimate aim
lay in increasing his power, rather than his wealth. When Cabrera was taken
from his La Palma in April 1920, enormous sums of money were found in the
form of cash and cheques in his private study, reputedly for services
provided to foreign entrepreneurs and wealthy nationals.®® Therefore,
whilst graft allowed Cabrera to maintain low salaries for his civil
servants, whose supplement of theilr income by graft was endemic, it did
nothing to alleviate or solve the service or repayment of the internal or
external debt.

During the final decades of the nineteenth and the early years of the

twentieth century, foreign capital was again attracted to Latin American
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economies. However, Guatemala and most of Central America had until then
been considered by many to be an economic backwater: remote, corrupt, poor
and not worth the effort involved in exploiting its markets. The
acquisition of the Panama Canal by the U.S. coupled with generous Central
American concessions in the early 1900s changed this.

Guatemala's financial record, especially with regard to the Council of
Foreign Bondholders, national banks, as well as its limited resources and
undiversified economy, discouraged many investors. Nevertheless it was not
without its share of foreign interests willing to make loans or offer
their services to the government. Immigrants too contributed to the
development of the republic: most infrastructure had been primarily built
and funded by U.S. and German entrepreneurs. Although it is impossible to
ascertain whether many companies operating or starting projects during
Cabrera's régime had fo resort to bribery and corruption in order to win
contracts and profit from their completion, it is certain that he made on
poor terms many of the concessions which might otherwise have provided
considerable revenue for his impoverished Treasury.

By far the most prominent national group in Guatemala at this time
was the German colony. By the turn of the century German finqueros in the
Verapaces had established an efficient method of shipping their coffee
from Coban to Panzés on a private narrow—gauge railroad line, and thence
by launch and steamboat through Lake Izabal to the Atlantic ports of
Livingston and Puerto Barrios, thus avoiding much central government
bureaucracy. German ascendancy 1in the region was looked upon with
apprehension by other foreign communities operating in the country, and

this became apparent during the World War I as will be seen in Chapter

Five.
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At this time trade with European countries became increasingly
difficult owing to a shortage of shipping and the closure of many markets.
On the other hand, the US., which already played a major réle in the
supply and transport of goods to Central America, was able to attain
deminance in those areas.

During the early years of the twentieth century U.S. interests had
steadily increased on the isthmus. Between 1903 and 1906 export-import
trade with Central America had doubled, although it remained only a
fraction of the U.S.'s overall foreign commerce ($3,000,000,000): in 1906,
the value of trade with Central America reached $36,026,000, one-sixth of
this amount being with Guatemala.®® Direct private investment in the
region was proportionally high in Guatemala and Costa Rica, where together
it amounted to $40,000,000. According fo Dinwoodie the greater part of the
$20,000,000 of U.S. capital outlay in Guatemala was invested in the Central,
Western, the Ocds, and the incomplete Northern railroad, and a lesser part
in the expanding banana industry.

Although the U.S. replaced German ascendancy in Guatemala, particularly
with regard to trade, German interests nevertheless remained strong. As
has been mentioned before, in 1906 Europe, {(principally Germany) tock 60%
of alldGuatemalan coffee exports but by 1920, 83% of all coffee shipments
arrived in U.S. ports.®® By 1921, however, German interests were recovering
and German nationals were to remain the largest foreign colony in the
country until the eve of World War II.

In economic terms the effect of World War I on Central America was

one:

., which was felt In the geographical redirection of trade rather than a
reallocation of resources towards new activities, Whersas In 1913, the Unitsd



Ix, THE GUATEMALAN ECONOMY, 1893—1920

States accountad for 55X of all imports into Central America and nearly 40%
of all exports rrom Central America, by 1920 the figures were 708 and 8¢
parcent respectively, In both cases, the adjustment was made principally at
the sxpense of Germany, <’

RAILWAYS

The geographical proximity of the Central American isthmus, 1its
strategic importance, its commercial potential and the resources of U.S.
business all contributed to U.S. ascendancy in the region. In Guatemala the
construction of the railways offered the means through which to enter into
local affairs and consequently into another principal sector of Central
America's economy, the cultivation of bananas.

For Cabrera, like his predecessors, the railroad continued to be the
quintessential ‘emblem of progress’ and a panacea for the republic's
economic difficulties. On several occasions the French, German and Spanish
governments were approached by the Guatemalan government for railway
loans and for names of possibly interested investors. In 1894-1895 a loan
was made by the Hamburg bankers Muller and Thompsen to Reyna Barrios to
continue the funding of the Northern railway. The following year a French
engineering company under the patronage of Baron Cottu received a
concession to continue building this line. However, fear of U.S. competition,
internal unrest, and insufficient economic incentive caused them to pull
out ==

The railroad route to the Atlantic progressed slowly and in November
1896 it finally reached Zacapa. In 1897 the management of the railway
changed hands twice, finally being transferred to a North American
engineer named May, who had been working on the railway since 1884. In a

short time, however, May went bankrupt: by August 1898 his credit was
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exhausted. In September the ftrain crews, which consisted mostly of U.S.
citizens, went on strike because they had not received their wages. As
soon as Cabrera was instated as president on 25 September 1898, the
railroad reverted to the government. May was deprived of his position as
manager and forced to settle his accounts. He was forced to remain in the
country a further two years in order to repay his debts to the government.
As the National Treasury was exhausted, the construction project virtually
came to a standstill.®=

In 1903 Cabrera approached the Spanish government with proposals that
they cover Guatemala's outstanding and internal debts in exchange for a
generous contract with the Marquez de Comillas to complete the Northern
railroad.®”* However, the president simultaneously offered the same contract
to the US.-based 'Central American Improvement Company'. The latter finally
agreed to undertake the task of repairing the old line and of finishing
the railway from El Rancho (near Zacapa) to the capital. At the time their
demands may have seemed considerable to Cabrera: they asked that they be
given the right to operate the line for ten years, the receipt of large
tracts of land for timber and other plantations, and the sum of 4 million
gold pesos in Guatemalan bends upon the completion of the line.®#®

Cabrera‘'s dual dealings with the Americans and the Spaniards may be
viewed partly as the result of his usual vacillation when it came to
making an agreement with foreigners and partly as economic short-
sightedness. He may in fact have been playing off these two parties in the
hope of obtaining a more advantageous deal for his Treasury or private
purse. Furthermore, the republic's critical foreign debt and his re-election
were important considerations at this juncture, especially in view of

growing concern in the U.5. with peace in the region.=<
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The Spanish government was unable to find entrepreneurs willing to
invest in Guatemala, whilst their recent experience with the U.S. in Cuba
may have also influenced their decision. The Marques de Comillas, having
little expertise in railroad building, also declined the concession, leaving
Minor Keith, already prominent in Central American railroads, to take over.
‘The Central American Improvement Company' found itself unable to extend
the line owing to the mountainous terrain and a shortage of funds, and
therefore forfeited 1its agreement. Keith and his partners Farquhar and van
Horne recognized the difficulties and expense involved in completing this
line but nonetheless they pursued the government for a new concession.

Under the Farquhar-Flamenco treaty of 1904 Keith and van Horne agreed
to reconstruct the original railway, renew the equipment (which consisted
of old Baldwin locomotives), replace the decaying wooden sleepers and
complete the line to Guatemala City, all within three and a half years. In
exchange, the Cabrera government guaranteed interest on 4% million dollars
at the rate of 5% for fifteen years, and furthermore granted the
contractors 168,000 acres of land in addition to ceding to them the
railway for a period of ninety-nine vyears after the date of its
completion.®” Furthermore, Cabrera exempted Keith and Co, from paying port
duties, fiscal and municipal taxes, an;i any import or export taxes.”®

The Farquhar-Flamenco treaty undoubtedly offered overly generous
terms to Keith and guaranteed the establishment of a monopoly for his
affiliate, the United Fruit Company (UFCo), in the production and
transportation of bananas in Guatemala. Until then the export of bananas
from Guatemala had developed far more slowly than in neighbouring Central
American and Caribbean states because of difficulty in recruiting Indian

labour to work in the unhealthy lowlands, inappropriate railroad and port
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facilities, and the government export tax of 10 cents per bunch. In 13806
Cabrera signed a further contract with UFCo permitting it to establish
banana plantations on Guatemalan territory.©® In 1908 the French Minister
d'Avril described Keith's banana operation as one:
gui réalise aux Etats-Unis, en v vandant des bananss, un bénsfice annuel ds
10 millions de dollars, Four lo moment, on 3 d8J3 plantd une supsrficie sn
terrains de bananes surfisante pour perasttre Jd'sxporiter environ 40,000
régines par mols, On espdre, 3 la fin do ldnnge 1908, en exportsr plus de

100,000 2t, avant Jdix ans, atteindre un chiffre Jd'ssportation dgal 3 celul du
Costa Rica, solt Jdix millions par an, “°

By 1910 UFCo had achieved a buying monopoly on Guatemala's banana
production, and had the advantage of Keith's pre-existing monopoly on
transportation (railroads and the 'Great White Fleet") and port facilities.
By 1919 the U.S. Vice-Consul to Puerto Barrios, W.C. Hutchinson, described
Guatemala's Atlantic coast like this:

This consular district is practically a bamana plantation of magnificent
proportions, extending 66 miles along the line of the International Rallway
of Central America and comprising 23,600 acres in cultivation, which produce
annually more tham 3,000,000 bunchss of bananas, An area of 3,000 acres more
ware to be placed In cuwltivation guring 1913, The plantation is divided Inta
tracts of 1,000 acres, each of which Is called a 'farm’, Each 'farm' has a
panager and a time kesper, whose duties are to superintsnd the cleaning of

the land and the cutting and delivering of the frult, About 4,500 hands are
emploved, *’

Upon completion of the Northern railway in 1308 Keith set out to
acquire the remaining railroads in the country. These included the Central
railway from San José to the capital; the Océs railway from Ayutla to the
Pacific coast at Ocds; and the so—-called Panamerican extension connecting
the latter two tracks. Given that Thomas H. Hubbard of the Central railway

was also a prominent stockholder in the Keith-van Horne company, the two
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railroads socn merged.®=

In 1912 the International Railways of Central America (IRCA) company
was formed in order to take over the existing Guatemalan railways. Later
that same year the new company purchased a short line in El1 Salvador
which was eventually extended and connected to the Guatemalan network. By
1913 IRCA owned 360 miles of track, making Guatemala the republic with the
most extensive railroad on the isthmus.4® Thus, the joint contracts of IRCA
and UFCo provided for unlimited use of land for twenty-five to ninety-nine
years, access to important resources such as water, and a number of fiscal
exemptions already mentioned.

U.S. supremacy in the sphere of transportation of goods and passengers
in Central America was not new. As far back as 1898, the French Consul
General Mercellin Pellet had complained:

Cos deux lignes (The Facific Mail (le, and the Famama Railroad § Steamship
Line) correspondantes de vapeurs américains, grace d leur monopole, fixent ls
prix du frét selon leur bon plaisir, et se permstient rouiss sortes de
vaxations envers les voyageurs! mauvals Installation des steamers, lenteur de
13 marche, (9 3 10 nposuds 3 ['heurel, nourrliture 'déplorable’, grossidris du
parsonnel,,, arrdts Interminables sous un ciel torride Jd'un o Jdeux Jours a
toutss les escales ou 1l y a gquelgues sacs Je café 3 charger,,, exploitation
cynigue des wvoyageurs d ['embarguement et au débargquement J3ans Jde rades
ouvertss ou ['on descend les passagers dans des cages aw bout J'une vergus
pour les remonter de la méme fagon,,,

Las exportateurs de café du Centre Amérigue, souffrent auvtant de ce
nonopols gque les lmportateurs Europdsns ouw Américaing, Jd'autant que les
chemins de fer allant de la cdté du Pacirigus 3 l'interisure, toutes 3ux
nains de financiers Amdricains, marchent sur [les traces dJde lsur armse, la

socists Coldn-FPanama ot ne redouwtant aucune concurrence, lapossent 4 lsur
clisntals rforcée dos tarifs exorbitants, 44

By 1908 this maritime monopoly was transferred to UFCo's ‘Great White
Fleet'. although the German 'Kosmos Line' continued to operate on a regular
schedule from Hamburg until 1914. By 1917-1818 of the 340 vessels which

entered Puerto Barrios, 336 of these were under charter of UFCo.#® By this
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time the UFCo already held docking rights to Puerto Barrios and was
entitled to charge $25.00 for each ship entering the port.

IRCA too was able to charge high fees for the transportation of
goods and merchandise from the interior and the Pacific port of the
country to the Atlantic. Thus U.S. controlled maritime and railroad
transport further impoverished the state. So too the banana industry, which
might have offered a shift in the country's mono-export economy, failed to
increase the country's export earnings. Cabrera's concessions proved so
complete that the price paid to the national growers of bananas by UFCo
was fixed and not a free—market price.*®

Taken together Guatemala's two principal exports, coffee and bananas,
averaged a very high percentage of the total foreign trade, but, as
mentioned above, bananas unfortunately gave little return to the national
economy. Whilst both national and foreign entrepreneurs and landowners
were able to make handsome profits from their businesses, many invested
their earnings abroad and put little back into the country. Enormous
disparities of wealth continued to exist, whilst urgent need for labour
deprived the large Indian population not only of its freedom, but also
much of their communal lands. Furthermore, transportation networks and
mooring rights might also have provided much needed revenue for the
central government, had they not been ceded to U.S. companies.

In retrospect Cabrera's deals may appear shortsighted and at times
even desperate, but 1t should be remembered that to him and his
contemporaries these business transactions were seen as the only way for
a republic such as their's to achieve modernity. Furthermore in a country
which had little experience of international commerce, and in an era where

U.S. expansionism protected its own business interests abroad, Guatemala
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and other Central American republics were made largely impotent as a
result. Although Cabrera recognized the importance of sound relationships
with the U.S., and furthermore understood the relative weakness of his
country, he felt a patriotic desire not to be manipulated by his
influential neighbour and alsc was not adverse to making best advantage of
<;ircumstances wherever possible. Undoubtedly Cabrera profited personally
from many of these transactions. He believed that by maintaining a
friendly relationship with the U.S.,, and by allowing U.S. ventures to
flourish in the country, he could ensure his own dictatorial powers. But
Guatemala's repeated issue of fiduciary money and what to many appeared
as the president's hypocrisy in diplomatic matters, particularly in his
reluctance to carry out the expropriation of the most valuable German
properties after the World War, had angered the U.S. government by 1920.
His attempts to undermine U.S. plans for Central American republics, and
interference in the politics of <certain of these countries, further
weakened his popularity with the U.S. Department of State. This is further
discussed in Chapter Five.

It is necessary to give some background to Cabrera's Central American
policies here since in many ways these were motivated by economic
considerations and added to the list of failures and frustrations the State
Department faced in Guatemala during his regime. Like many other local
leaders Cabrera found it necessary to support friendly neighbouring
governments in order to minimize any opportunity his opponents and
influential exiles might have to band against him. This can clearly be seen
in the development of events in the War of the Totoposte of 1906 where
many Guatemalan exiles joined forces with the Salvadorean General Toméas

Regalado in the hope of toppling Cabrera from power. The events of this
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war are discussed in detail in Chapter Four and need not concern us here,
except in that the peace treaty signed aboard the U.S.S. 'Marblehead
launched a series of U.S.~inspired programmes aimed at maintainig peace
and expanding American business interests in the region.

The réle of ‘mediator', which the U.S. government now took on as part
of President Roosevelt's 'Good Neighbour' policy, hoped to extend American
influence in all spheres of Latin American life. Cabrera and Zelaya saw
this as a form of intervention and did not welcome it, although it was
sometimes to their advantage. Many Central American presidents viewed the
desire of the US. to re-finance their debts and reorganize their
economies, as well as to minimize regional altercations, as just another
form of interference: a programme to 'domesticate' the region and make it
as trouble-free politically and economically, in order for U.S. companies
and interests to flourish.

Among the Central American leaders who did not welcome U.S.
intervention in the region was President José Santos Zelaya of Nicaragua,
who as early as 1902 had tried to establish his own version of a Central
American treaty without success. Zelaya refused to participate in the
signing of the historic Central American ‘'perpetual' treaty of friendship
and commerce aboard the ‘Marblehead' in 1906, and from then onwards, until
his demise in 1909, he dedicated himself to fomenting disorder and
pclitical commotion in the area. His battle ground was Honduras where he
destabilized and, in 1907, succeeded in ousting President Manuel Bonilla
and placing his own choice of Miguel Davila in the presidency.

The Honduran presidential question continued to cause problems in
Central American politics, especially as Cabrera soon became embroiled in

the business of overthrowing Dévila, and placing ex-President Manuel
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Bonilla back at the helm of government in order to discredit his
Nicaraguan rival and install a sympathetic ally in his stead. This led to
complaints in the Central American Court of Justice by Honduras and
Nicaragua against Cabrera's activities. It was to be one of the court's
first trial cases, and the fact that Guatemala and El Salvador were
absolved of responsibility for the Honduran revolt confirmed the suspicions
of many that this was an inefficient and biased entity which should not be
relied upon. Many felt that exoneration only encouraged Cabrera to
continue meddling in regional intrigues.” For example, Cabrera was
believed to have planned to assassinate the Nicaraguan Minister to
Guatemala in February of 1909, while in 1908 many felt he had suspected
the Honduran diplomat Miguel Oqueli Bustillo of being involved in the April
1908 ‘Cadet’' plot, along with the Mexican government.

Throughout 1908-9 Cabrera and Zelaya continued to threaten each other
through their respective allies of El Salvador and Honduras. Zelaya's
fierce anti-American stance - his attempts to negotiate a loan with a
British syndicate and to make a contract with the Japanese for a
Nicaraguan canal - made him unpopular with the State Depariment. When
revolution broke out on the east coast of Nicaragua in October 1809, the
U.S. government found a pretext to expel the troublesome despot; the
deaths of two American citizens, the filibusters Lee Roy Cannon and
Leonard Groce, was sufficient to oust Zelaya. Although the Mexican
government tried to intercede on his behalf, no amount of diplomacy could
change Zelaya's fate. He was exiled to Europe and everyone hoped that
peace would return to the isthmus.

With Zelaya's fall Cabrera became the uncontested ‘strong-man' of

Central America. He nevertheless continued to feel menaced by U.S. plans to
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re—finance foreign debts in the region, and therefore made plans to
disrupt the imminent loan project in Honduras. Here too Cabrera continued
to see danger in President Davila, whom he viewed as a being sympathetic
with U.S. designs. Cabrera therefore decided to attempt tc re-instate his
friend Manuel Bonilla in the Honduran presidency, and hired the American
filibuster Lee Christmas to help launch a successful insurrectionary force.

Although Bonilla and Christmas succeeded in taking Trujillo, and many
other towns on the north coast of Honduras in early January 1911, they
were unable to overthrow Davila. However, when on 31 January the Honduran
Congress voted against a U.S.-inspired financial convention, Davila felt
obliged to resign. Although Davila tried to choose his successor, U.S.
mediation aboard the U.S.S. ‘Tacoma' at Puerto Cortez on 21 February
resulted in the provisional presidency of moderate bonillista Francisco
Bertrand. Elections were duly held later that summer, bringing with them
Bonilla's long-awaited victory.

Having installed Bonilla in power, financial considerations were briefly
forgotten with Cabrera neow beginning to plot against President Manuel
Araujo of El1 Salvador. Cabrera felt Araujo's plans for a Central American
Federation could undermine his position; furthermore Araujo was an open
enemy of Bonilla‘s and relied on the services of the former Honduran Vice-
President, General Dionisio Gutiérrez. Cabrera's aggressive stance towards
El Salvador resulted in growing tension along the Guatemalan—-El1 Salvador
border. In early 1913 however, before the U.5. was able to offer its good
offices, Araujo was assassinated. 5Some historians believe that there is
evidence that Cabrera was behind this death, although this has not been

proven.‘LEJ

By 1913 the U.S. viewed Cabrera as the most ‘'uncertain and dangerous
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element in Central American affairs', and he was carefully watched for
causing further isthmian problems. As will be seen below, his dealings with
the British Minister, Lionel Carden, were also not well seen in
Washington.#® Yet by 1914 - despite several contretemps by Cabrera -
Secretary of State Knox felt he, Knox, had achieved a reasonable level of
stability in the region through his military intervetion in Nicaragua and
President Wilson's occupation of Vera Cruz. These troop landings, in 1912
and 1914 respectively, were intended to show Central Americans, as well as
foreign observers, that the U.S. was serious and intended to stay. Cabrera
seemed to have taken a cue from these warnings and was momentarily at his
best. 5o much so that he was among the few who did not join the protests
against the Bryan—-Chamorro canal treaty with Nicaragua.

However, when in the summer of 1915 President Bertrand of Honduras
made plans for his re-election, Cabrera decided that he would prefer to
see General’ Médximo Rosales in power. On learning that Honduran rebel
troops were assembling in Guatemalan territory Secretary of State Lansing
asked the U.S. Minister to Guatemala, William Leavell, to warn Cabrera not
to participate any further in isthmian affairs. Once again, Lee Christmas
was recruited and this time joined General Rosales on the Guatemalan
border near La Ceiba. Leavell, who had by this time become close friends
with Cabrera, denied all allegations of Cabrera's interference in the matter
and informed the State Department that the dictator's energies were solely
dedicated to his next re-election.

Perhaps because Wilson too was involved in his own plans for re-
election, the State Department did nothing on this occasion to reprimand
Cabrera. It also came to light that another U.S. businessman, Sam Zemurray

of Cuyamel Fruit, was interested in expanding his banana plantations along
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the Guatemalan-Honduran border. By 1915 Zemurray's banana empire extended
its railroad network towards the Motagua, the traditional dividing line
between both countries, forcing Cabrera to place troops along the border
in order to protect his territory. As in the case of the Guatemalan-
Mexican border, there was a long-standing dispute going back to Spanish
colonial times concerning the unresolved nature of the true association
between the two countries. Various attempts at arbitration had already
been made between Guatemala and Honduras (1895, 1908, 1910, and 19i4) but
none of these had reached a satisfactory conclusion.

Zemurray's continued efforts to extend a railroad along the
Guatemalan—-Honduran border in 1917 prolonged and exacerbated the conflict
at a time when the State Department was more concerned with the wider
implications of the World War in the region. During 1917 Cabrera continued
to place troops along the border, in his efforts to obstruct Cuyamel
expansion. Although the U.S. tried to offer its good offices once again in
1917 to diminish the possibility of internecine fighting, Cabrera was
determined to establish a boundary line without U.S. intervention. To this
end he began negotiations with the Bertrand government in September 1917.

When both governments were unable to agree upon a suitable boundary
line, the U.S. stepped in. A team was sent to investigate the area in
question in January 1918, and they found Cabrera's troops sitting in the
middle of Cuyamel's half built railroad. Secretary of State Lansing then
instructed Walter Thurston, the U.S. Chargé d'affaires to Guatemala, to ask
Cabrera to remove his troops since this was seen as obstructing ‘..the
production of food products so essential to the winning of the war.'s®
Zemurray, too, tried to put pressure on the State Department to intercede

on his behalf but without success. The boundary question between Honduras
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and Guatemala thereafter became of secondary importance at a time when
the U.S. was concentrating all its efforts towards acquiring German-owned
properties in the region, and was not resolved until 1933.

Guatemala's repeated issue of fiduciary money, and what to many
appeared as the president's hypocrisy in diplomatic matters, particularly
coupled with his reluctance to carry out expropriation of valuable German
properties after the World War, contributed to his losing U.S. support. The
importance of this support and its consequences on the events which
developed within Guatemala during 1919-1920 are fully explained in

Chapters Five and Six.

THE GUATEMALAN FOREIGN DEBT

Guatemala's foreign debts date back to 1825. At that time the Central
American Federal Republic, to which Guatemala beionged, contracted a loan
of £1,428,571 at 6% in London. In 1838 when the Federal Republic divided,
Guatemala inherited five twelfths of this debt, or the equivalent of
£67,900. The Carrera government, however, paid no interest on this
obligation until 1856 when the debt was transformed into a new 5% loan of
£100,000.5' At this time the principal fell to £54,433 and the outstanding
interest reduced to £45567. At the time, the Guatemalan government
hypothecated 50% of customs duties for this loan.

Seven years later (1863) another loan, this time of £11,300 at 5%, was
issued privately in London theoretically for the construction of roads,
piers and bridges. In 1869 Thomson, Bonar & Co. of London issued a further
loan of £500,000 bearing 6% interest, with a 3% cumulative sinking fund.

This time, the government pledged the republic's import duties as

security.®=

.
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In 1876 Guatemala defaulted on the 1856 and 1869 bonds. In 1887,
alter a default of eleven years, the government undertook that a portion
of maritime duties was to be paid to a committee representing the
creditors. In 1893, however, the government again defaulted, and in 1895 a
new arrangement was made. By this contract it was agreed that the export
duty on coffee, fixed irrevocably at $1.50 gold per quintal for 10 years,
was to be assigned to the bondholders with the full consent of the
National Assembly, as a security for the payment of the debt. Thus the
1895 external and internal debts were consolidated into a new 4% external
debt of £1,600,000.5%

The bonds of the old external debt, with one and a half years accrued
interest, were exchanged at the rate of £75 of the new issue for £100 of
the old; and those of the internal debt at the rate of £75 of the new
issue for 500 Guatemalan pesos (equivalent to £80) of the old.®#

By an arrangement made the following year, Reyna Barrios's government
pledged to give the warrants representing the tax on coffee directly to
the Banco de Guatemala and the bondhelders' agents, who in turn were to
hold these warrants and provide the sums required from the proceeds of
their sale, and to remit it to the Deutsche Bank, London.®*®

In the 1895-1896 period the government borrowed £39,275 from the
Hamt;urg firm of Thomsen and Miiller for the construction of the Northern
railroad.s¢ This loan was also secured by the coffee export tax. The total
amount of the warrants by which the coffee tax was paid was given to
Thomsen and Miiller, and they were expected to service the Guatemalan debt
for two years.

In December 1897, however, Reyna Barrios’s government entered into a

further contract with the 'New German Syndicate' also of Hamburg, without

-7 -
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consulting the bondholders. This transaction required an advance on the
security of the coffee warrants, which were still pledged to the
bondholders. The Syndicate undertook on its part to set aside, out of the
proceeds of the sale of these warrants, such sum as might be required for
the service of the external debt. In April 1898, when decree number 440
was passed, by which the Cabrera government reduced the duty on coffee by
two thirds, from $1.50 gold to $1.00 silver, the German syndicate stated
that it would be unable to continue to provide for the servicing of the
external debt. Decree 440 caused a general reaction of outrage among
diplomatic circles.
In May 1899 Mr Jenner, the British consul to Guatemala wrote to the

Foreign Office:

[ have long feared that this Government would not be able to resist the

temptation of paving off by means of an Issue of bonds of the Internal DJebt,

the obligations wastefully, If not frauvdulently Incurrsd by the lasi

President, The country during the elghteen amonths Mr Manuel Estrada Caorera

has held office has undoubtedly been much hampered by the existence of those

obligations, The fall of the price of coffee was necessarily followed by the

roduction of the sxport duty on that Iaportant proguct and by 2 great ralling

off In importation of goods paying duty, Those causses combined, have reduced

tha revenue derived, from customs In the current years by fully 50 per cent,
as compared with 1896, 57

The issue of large quantities of irredeemable paper money and high

costs in government and military expenditure further affected the ailing
national economy. Moreover, decree 440 forbade the conclusion of any
contract without the inclusion of a clause which stipulated that the
foreign firm would not have recourse to diplomatic intervention in case of
any irregularities or need for arbitration. This greatly angered the
representative of all legations in the country as their principal duty was

to protect their nationals' interests in Guatemala. Mr Jenner explained

. A
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this government measure to Lord Salisbury in the following manner:

o 48 15 evident that the Fresident Is rully conscious that the situation is
50 desperate as to require desperate remedies, His proposal deliberatsly
Invites diplomatic intervention to be backed up IF necessary by more forcible
neans In the case of His Excellency's or any future Govermwent should attempt
to deprive the bongholders of their position,,, €8

In a letter to Villiers on the same date Jenner also suggested that
the only satisfactory guarantee Guatemala could offer the bondholders
would be to give them control of the customs houses. Jenner felt that
Great Britain could take advantage of the new ‘'open door' policy and
explained his plans for the financial rehabilitation of Guatemala as
follows:

Briefly stated, It Is proposed fo raise 3 loan of some thres wmillions
sterling among the United States, the German and British Financiers, The
whole of the Customs-Outies would be assigned to the payment of the [nterests
and the Sinking Fund, All debts. external and interpal, wmight be included,
special arrangsments belng wade with ihe Bondholders, The Customs Houses
wowld be made over to the Syndicate of the Debt to manage In the Intsrest or
the creditors, the balance of the revenue after the payment reguired for the
Intarest and sinking fund to belong to the Government, The (ustoms Houses to

be under the exclusive management of the Syndicate wnvil the whole Loan Is
pald off, 52

Jenner found that the German legation was supportive of the project
and felt that they would benefit most immediately from such an agreement
since at the time their investments in Guatemala amounted to a figure
approaching £15 million sterling. In the case of the Americans, Jenner only
mentioned the interests of Mr Huntington, <(of the Southern Pacific
Railway), who sought the concession for the Northern Railway, as he already
owned a large part of the Central Railway from the capital to the Pacific

port at San José. In the end, however, the project never materialized owing

-8 -
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to a combination of factors.

Once again a further arrangement was made between the Guatemalan
government and the bondholders. This contract reduced the external debt
for a period of three years from 4% in cash to 2% in cash and 2% in
certificates, and the guarantee of a banking house approved by the council
of British bondholders. At the time, the amount required to pay the
interest on the external debt was reduced from approximately £75,000 per
annum to £30,000. In 1901 these coupons would finally be exchanged for
bonds bearing 4% 1interest, at which time payments for interest and
amortization were to be resumed.®®

The bondholders' coupons for 31 December 1898 were met as agreed on
the contract of 18398, but those of 31 December 1899 and 30 June 1900 had
not been paid by March 1901. Moreover, no arrangement was known to have
been made to provide for the coupon of 10 December 1899. On the other
hand, it became known that a sum of money, levied for the security on the
coffee crop of 1899, and deposited in the Deutsche Bank pending the
settlement of a point under arbitration between the German Syndicate and
the Guatemalan government, was handed over to the Syndicate in September
1900.5' The coffee warrants for the crop of 13800 were then sold to the
Banco de COccidente, although in accordance with the contract of 1896, they
should have been deposited in the Banco de Guatemala to meet with their
obligation to the bondholders. Jenner felt 1t ‘an act of downright
spoliation on part of the Government to consolidate their just debts'.s=

In March 1901 the Council of Foreign Bondholders urged upon the
Marquess of Lansdowne that the British government should press claims
upon the Guatemalan government. The only country which declined joining

this group was the United States. The U.S. Minister in Guatemala, Dr Hunter,
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had earlier informed the British chargé that he had been instructed not to
intervene ‘'except 1in the case of actual discrimination against U.S.
creditors of the Guatemalan Government as compared with other
creditors'®® Despite the fact that a large part of the bondholders
interest was held in the U.S., the British strongly felt that U.S. nationals
received preferential treatment, and were only second to the native banks
and government officials, especially with regard to arrears in salaries.

The new bonding laws of the government further vexed the British who
felt that these had all the appearance of Cabrera's subtle contrivances
devised in order to allow him and his government to ‘exercise a free hand
in paying its creditors according to its own caprices and without regard
to the justice of its obligations towards all'.s+

Although the Cabrera government increased the coffee export duty in
1900 to $5.00 paper, and to $1.00 gold in 1903, the revenue made was used
for other purposes and no payments were made on the external debt. This
went on for thirteen years despite a number of diplomatic threats from the
British and German governments. In 1897, and also two years later, the
German cruiser 'Geier' entered Guatemalan waters, and soon after H.M.S.
'Leander' moored at Ocods. In 1802 the French ship ‘Protet' also entered a
Guatemalan port. Cabrera repeatedly broke‘his promises to his creditors
although new arrangements continued to be made between them and his
government. This was particularly the case with the British bondholders,
who repeatedly revised their contract in 1902, 1903, and 1904. In each
case, however, Congress, entirely under Cabrera's control, refused to ratify
any of these arrangements.

In November 1902, during Cabrera's yearly Minervalias, a serious

earthquake occurred in the western provinces, one of the richest coffee
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growing districts, which alarmed many, especially as 300,000 quintales of
coffee had been lost in that year's crop.® It was also believed that over
1,000 persons had died. When the details of the events became clear in the

capital, Maxwell Traynor, the British Chargé, wrote to the Foreign Office:

v Financial panic resulted and three of the Bank managers being British
subjects, two of them called on we to see what could be done to safsguard
thelr Interssts, The rate of exchange had risen at 3 bound from 800 percent
to sbout 1300 percant premium, r1aflsmmatory articles had appeared in the
Frass agalnst foreignsrs in general and against the fanks in particular, and
the Government had Issued orders fixing the price of necessaries of life such
as flour and meat, °¢

The Diplomatic Corps, alarmed at this demonstration of xenophobia,
agreed that their doyen, the U.S. Minister Dr Hunter, should speak to the
president. After this interview Traynor informs us that the immediate
situation greatly improved, food prices returned to normal, inflation going
down to 900% and foreigners no longer being threatened.©”

By May 1903 the overall economic climate had not improved. At that
time, Cabrera endeavoured to arrange for a metallic reserve behind the
paper issue and issued a decree (number 634) which declared that the
amount of bank notes without metallic guarantee should be limited and that
all future issues should be secured by coin payment to the extent of 10%
the first year, 20% the second, and 30% the third year. At the time of this
decree, as has been mentioned above, the government retained the previous
provision that in order to issue new paper notes the banks should first
obtain the approval of central government.s= Nevertheless the government
itself disregarded all its own rules and when there was a shortage of
money it simply printed more. The state of affairs worried the US,,

especially as they viewed any irregularities on the isthmus with concern.
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The growing importance of the Panama Canal made the U.S. government
wary of pending European debts in Central America, particularly British
ones. The occurrences in Venezuela (1902-1903) and Santo Domingo (1902-
1904) cenvinced the U.S. that European intervention was not to be tolerated
in Latin America. Roosevelt's successor, President Taft, continued a policy
of intervention, but one which set out to promote stable régimes through
economic progress. President Taft and his Secretary of State, P.C. Knox,
felt that the establishment of customs collectorships and the refunding
of debts owed in Europe by American republics wsa essential for
maintaining peace in the region as well as maintaining control. This
emphasis on financial reform became the principal objective of the U.S.
government's Caribbean policy during the early decades of the twentieth
century. Therefore between 1902 and 1920 the U.S. government attempted to
have European—held bonded debts refunded by loans flocated in New York
banks or at least to allow U.S. bankers to make gain from these
international operations, while simultaneously maintaining many Latin
American governments in check. This was particularly the case with
Nicaragua, Honduras, Guatemala, and Haiti.

As early as 1905 during the Dominican Republic crisis, the U.S. Chargé
to Guatemala, Leslie Combs, recommended that the Sta?e Department
encourage U.S. bankers to assume a financial trusteeship over Guatemala.
Combs argued that the reorganization of fiscal structure would relieve the
'intolerable conditions withing the republic and prevent any violation of
the Monroe doctrine by European creditors'.® Combs's advice was ignored by
the State Department since other matters in Central America seemed more

pressing at the time.

Cabrera, however, continued to approach different governments for
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funds and in 1903 the 5panish Minister, Carrera Lembeye was able to
provide the Guatemalan government with £6,000 interest free. This in turn
‘sirvio a este Gobierno para cubrir los apremiantes atrasos de sus
empleados y las exigencias de las fiestas de Minerva'”® The president
was more successful in securing loans from the Californian banker Adolfo
Stahl, whose banking interests were to be linked with Cabrera throughout
the latter‘'s dictatorship.

Stahl had been taken on by Isidore Schwartz, founder of Schwartz and
Company, Importers, Exporters and Bankers in 1880, as a partner. In 1896
Stahl acquired the Banco de Guatemala, a bank with note-issuing priviliges.
In the early twentieth century Schwartz and Company personnel were
afforded the status of ‘'fiscal representatives of the Guatemalan
government' by Cabrera, and exercised control through corrupt practices
until Kemmerer succeeded with the establiwshment of an institutional
banking structure and revised monetary system in 19257

In 1903-1904 Combs reported that Stahl made several short-term loans
of $3,000,000 and $5,000,000 to Cabrera. Stahl was reported to have
received 20% on this, a fact which further annoyed republic’s creditors.
Throughout 1803 the coffee duty was diverted to cover this obligation with
Stahl and no interest was paid on the country's external debt."/z‘

Nevertheless, the Bondholders' Annual Report for 1904-1905 noted a
‘very remarkable appreciation in the market value of Spanish American
securities’ and indeed the price of Costa Rican and Honduran bonds more
than doubled that year. The Council felt that this rise was mainly due to
the Roosevelt corollary and the refusal of the U.S. to tolerate any Spanish
American republic's attempt to evade payment of debts to any of their

foreign creditors.”® Despite all this the Council continued to have its
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suspicions of U.S. policy in the Caribbean, particularly after the U.S.
government failed to pay the money owed them after the U.S. take-over of
the Dominican Republic's customs houses in 1904 and 1905.

In Guatemala British bondholders felt that overly generous concessions
had been made to Keith and van Horne through the 1904 Farquhar-Flamenco
treaty to complete the Northern railway and that this could well
jeopardize their future position in the country. Moreover, Cabrera had
declined to approve the agreement signed by his agent with British
bondholders in July 1904 but went on to make other arrangements for two
loans amounting to 3% million dollars with an ‘American Syndicate',
possibly Stahl. These loans were secured as always by the usual revenues,
principally coffee warrants and import duties, which were already
mortgaged to the British. The British bondholders were upset not only by
this but also by the fact that a duplicate of the loan contract was said
to have been deposited at the U.5. legation in Guatemala City, where the
American Syndicate was to have the prerogative to 'solicit the protection
of the United States against any violation' of the 'stipulations® of its
contract.”#

The Thirty-third Annual Report of the Council of British bondholders
(1905-1906) concentrated on the other effects of the Roosevelt corollary.
The council noted that as the U.S. became more influential it had a
propensity to take advantage of its position as watchman of the hemisphere
under the Monroe doctrine and this 'naturally caused it to be regarded
with dislike, especially by thc;se nations who had invested large sums in
the Latin American Republics'. The Council adds:

[t bocans evident that in order to evade payment of their obligations the

Jishonest Republics were taking Jeliberate advantage of the hostility
displayed by the United States Govarnment towards the attempis of European
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Governments 1o obtalin redress  for  thelr  subjects, It was contendad,
theretfore, that the position assumsd by the United States,,, carrisd with it
obligations and responsibilities towards those to whose Interfersnce they
ware so strongly opposed, That this contention was well founded has been
aanrtead by the present distinguished Fresidant of the Unitsd States,,,”s

In Guatemala although a customs collectorship was not seriously
contemplated until 1809-1910, as early as 1806 the U.S. bankers J. and W.
Seligman & Co. had presented the government with a plan for refunding
foreign debt and for re-organizing the republic's national currency. The
market conditions and lack of support on the part of the U.S. government
undermined the Seligman refunding scheme at the time. In 1308 Seligman &
Co. revived this project through the U.S. banker and personal friend of the
president, Adolfo Stahl. However little is known of the subsequent progress
of this plan.

At the same time Minor Keith presented a separate project in view of
his effort to consolidate and extend the railroads in Guatemala as well as
his banana interests in the republic. Secretary of State Knox seemed more
interested in these projects in 1908 than his predecessor Root had been in
1905-1906. This may have been because Knox felt that it was essential to
add Guatemala to the list of Central American republics soon to be under
U.S. financial trusteeship.

In 1909 Keith and UFCo attorney, Bradley W. Palmer, discussed their
plan to refund Guatemala's foreign debt ‘and reorganize ner currency with
Cabrera. Keith had already been involved in refunding British loans in
Costa Rica in 1885 and was to continue the same in Costa Rica in 1910 and
Honduras during 1911-1912. Keith sought the support of the US.

government, particularly in the case of any controversy which might result

and in case of default. Keith's plan for Guatemala was an ambitious one
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and Professor Kemmerer's 1919 report was similar in many ways. One of the
principal provisions of Keith's plan was to provide for the refunding of
external debt as well as for the construction of port facilities at Puerto
Barrios through the issue of $17,500,000 in 5% bonds. Dinwoodie describes

the rest:

A national bank would be established to act as fiscal agent for the bond sale
and as 3 customs agency, The agency would have first charge on the essential
exporty Juties, thus securing payments on the new Issue, When the receipts
warranted, an adgitional $#12,500,000 in obligations wouwld be floatsd to
reorganize  the currency on the gold standard - with the monstary unit
dppropriately named the ‘Estrada’ - and to pay a subsidy of 87,5000 per
kiloweter on the raflroad to £] Salvador, 78

Although the Keith-Palmer plan was designed to further their own
business interests, the U.S. government felt that it would promote the
economic progress and therefore they provided willing support. In early
1810, soon after Keith and Palmer left Guatemala, a third party, the
Windsor Trust Co. of New York, made Cabrera an offer. The Windsor Trust
Co. was primarily interested in securing mine concessions for a group led
by a New York representative, William Sulzer and the former Lt. Governor
of Montana, A.E. Spriggs.”” The Windsor Trust Co. proposed a loan for
$10,000,000 to $12,000,000 to the government, but when they heard that
Cabrera was considering a large bond issue they proposed a more generous
plan.

It appears that none of the three groups gave the State Department
much information about their plans, nor did they all immediately seek their
government's assistance. The State Department, however, was pleased to
learn that both the Seligman and Keith projects allowed for U.S.

involvement should arbitration be needed. In February 1910 when the State
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Department’s plans for financial reform in Honduras and Nicaragua were
beginning to develop, the Department declared that it wished to be
consulted about Guatemalan projects. Secretary of State Knox is said to
have written to all three parties informing them that the U.S. government
was interested in the proposed loan, particularly in view of its
participating in the security of such a loan. Furthermore, Knox stressed
that the government would not later support any syndicate making a loan
unless 'it were convinced, after examining the terms, that the arrangement
was equitable and beneficial and protected American vested interests in
Guatemala'”® Between 1910 and 1913 active efforts were made by several
U.S. banking groups to assist Guatemala in rearranging her financial
affairs and refunding her foreign debt. The three U.S. syndicates and
groups mentioned above ultimately showed themselves willing to lend
$30,000,000 for this purpose and each made its offer to the Cabrera
government. The negotiations, however, were consistently prolonged on some
pretext or other and it eventually became obvious that Cabrera would
resist any effort to change his country's financial obligations or currency.

In November 1910 the German government demanded a renewal of an
expiring commercial treaty between the two countries. Guatemala had
several outstanding debts with German interests at the time and sought
U.S. support in this instance against German pressure.”® When the U.S.
Minister to Guatemala, R.S. Reynolds Hitt, discovered that Cabrera was
hoping to rely on U.S. protection against German demands, Hitt suggested to
his superiors that this might prove the necessary incentive to coerce
Cabrera into accepting a U.S.-based loan as well as a lever to force him

not to meddle further in Central American politics. Percival Dodge, chief of

the Latin American division at the State Department agreed:
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It would seem to me an excellent thing for us If the Germans should manage to
give Fresident Estrada Cabrera some concern, and [ think we should do nothing
to hinder them provided they did not go too far, 5°

With President Wilson's approval, Minister Hitt was instructed to remain
aloof from any requests made by Cabrera's government at this time.

Although this tactic may have forced Guatemala to accept a new
commercial treaty with Germany in April 1911, it appears to have had a
minor effect on any advancement with those plans for a U.S.-based loan and
currency reform programme. Cabrera‘s announcement to the National Assembly
concerning the resumption of the refunding proposals were soon forgotten,
particularly after the trade agreements with Germany had been signed.

It was alsc during the Guatemalan-German controversy that the new
British Minister to Guatemala, Lionel Carden, brought up the matter of the
republic's defaulted external debt which had not been paid since 18895.
Although the State Department viewed the Anglo-Guatemalan dispute with
some apprehension during 1910-191t, they were more concerned with the
factional conflict taking place in Nicaragua and the explosive situation in
Mexico. Nonetheless, Cabrera sent a special envoy to Washington DC.,
Joaquin Méndez, to attempt to gain assurance that the U.S. would come out
on behalf of Guatemala should any conflict arise. All that the GState
Department representative was able to do was to pledge the possibility of
trade concessions as a lever for a refunding scheme if all else failed.

In late 1911, another opportunity arose in which delegated coercion
might serve U.S. interests in Guatemala. At the end of 1911 the Council of
Foreign Bondholders had assented to the government's $3,000,000 loan

scheme, when at the last moment Cabrera decided against signing the
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contract. At this point the British Foreign Office lost its patience with
the president and instructed Carden to demand that Cabrera re-establish
the coffee duty to the debt service within a month, or submit the dispute
for arbitration. An article appearing in the London-based South American
Journal expressed some support for U.S. intervention in this case: '‘No one
would object, in the interests of the world at large, if the United States
were to clear out, neck and crop, this financial brigand, Estrada
Cabrera'.®?

The U.S., however, did not decide to vindicate the British; instead it
opted for financial gain for its banks and businessmen. In this manner the
government was persuaded once again to come to an agreement with U.S.
bankers. The British, however, insisted that Knox should meet with Carden
in Guatemala City during the course of his 1912 goodwill tour of Latin
America in order to discuss the need of U.S. recognition of the importance
of the British bondholders' claims against the Guatemalan government.

On 16 March 1912 Carden and Knox met to discuss the fate of the
British bondholders and Guatemala‘'s external debt. The British Foreign
Secretary, Sir Edward Grey, had instructed Carden to acquire U.S. support
for the resumption of service of the debt. Carden offered Knox 'a thorough
accord with England (which) would very greatly facilitate and expedite the
task which the United States have taken upon themselves of pacifying and

developing Central America' in return for their help in reaching a

settlement.®=

Unfortunately both Carden and Knox failed to understand one another or
to agree on several basic issues. Carden for his part ommitted to
elaborate on the nature and extent of British contribution to U.S. designs

in the region; whilst Knox felt that those concessions Britain asked for

I
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were basically antagonistic to U.5. aims. Moreover, the U.S. government was
unsuccessful in reaching a loan agreement between an American bank and
the Guatemalan government.

During the summer of 1912 Cabrera was able to stall and object to
all drafts which were presented to him and therefore no settlement was
reached. On 28 August the British embassy in Washington informed the State
Department that the Foreign Office could wait no longer and that it was
seeking the good offices of the U.S. government in order to arbitrate its
debt dispute with Guatemala in accordance with the Knox-Carden talks in
the Spring of that year.®~

This demand took the State Department by surprise since 1t was
unaware of this understanding with Great Britain. Furthermore, the
seemingly imminent conclusion of a loan agreement between the Seligman-—
Speyer group and Cabrera made the State Department intercede on behalf of
Guatemala rather than Great Britain at this point. The British were then
persuaded to withhold any action for 20 days until 17 September, at which
time if a total financial agreement were not complete, the U.S. would be
‘absolutely unwilling to intervene' on behalf of Guatemala again.”<

The 17 September arrived with no settlement having been reached
bgtween the U.S. bankers and the Guatemalan government, and once again the
State Department asked the British government to postpone their demands so
that an agreement might be reached. Lord Bryce and the bondholders,
however, were not prepared to change their demands either on restitution
of the coffee revenues to the bond service, or on the question of
arbitration, but they did wait a little longer. By December 1912 the
British were becoming very impatient with the delay whilst the U.S. seemed

to have reached an agreement and were about to conclude it. The question
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of the right of U.S. intervention on behalf of the customs agency, however,
became a contentious issue between the Seligman-Speyer bankers and the
Guatemalan government and so the contract was not signed.

The U.S. Minister in London was instructed once again to try to gain
further support and cooperation from the bondholders and the British
government. He was also to tell the Foreign Secretary that the U.S.
government would abstain from further involvement in Guatemala if after
another twenty day period the situation had not changed. The British
Foreign Secretary showed some concern over the inconsistent policy of the
US. towards British interests in Guatemala and decided against making any
recommendations to the bondholders. By February 1913 it was obvious that
Cabrera would not accept the Seligman-Speyer contract or, indeed, any
other. Cabrera continued to find all the proposals unsuitable for his
requirements.

It must have been clear to Knox at this point that the GState
Department's dealings made with the British government in order to force
Cabrera to refund his foreign debt and reorganize Guatemala's national
currency had failed. As there was less than a month left of the Taft
administration there was little Knox could do to change matters and in
Guatemala‘City Minister Hitt was advised to take no further action.®®
With the U.S. seemingly no longer interested in the country's finances, the
British government and its bondholders felt able to pursue their original
plan.

At the end of April 1913, Carden presented Cabrera's government with
an ultimatum warning him of forcible intervention if the coffee revenue
was not restored to the bond service. On 10 May a British warship entered

Belizean waters and the government resumed service of foreign debt.®=
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Under the arrangement entered into, the government was to deliver to the
bondholders's representative warrants for payment of the coffee export tax
up to an amount sufficient to pay the coupons for the current year, and
was to admit no other warrants in payment of duties until these had been
exhausted. In 1912 the cofee export tax had been raised to $i1.50 gold.
The certificates issued in lieu of interest from 1898 to 1901 were to be
exchanged for new bonds bearing 4% interest, with coupons from 1301
attached. The unpaid coupons from 1901 to 1913 were to be exchanged for
deferred certificates bearing no interest. On 1 July 1917 payments were to
be resumed, and Guatemala was to deal with the bondholders in regard to
amortizing the deferred certificates.®”

Between 1913 and 1917 payments of interest were made on a regular
basis. Most of the time money for this purpose was given to the
bondholders' representative by as much as a year in advance. It appears
that this was in order to avoid the need of turning over the coffee
warrants directly to the British. No attempt, however, was ever made to
provide for the principal debt. Sinking fund payments were not resumed in
1917, nor was any arrangement made for amortization of the deferred
certificates.

Although Knox's plans for refunding Guatemala's external debt and
reforming her currency failed, the State Department nevertheless continued
to press Cabrera for a settlement on these two issues. It is clear that
the president did not wish to be under U.S. control, which would be the
case should a customs agency and a national bank be established by an
American group. Furthermore, he did not wish to antagonize those
coffee planters, merchants and government officials— he had

supporters -

made by cracking down on the corrupt econcmic system which had developed

- 92 -



II, THE GUATEMALAN ECONOMY , 199a—-193920

in his time and by reducing inflated domestic prices from which this group
benefitted.

The outbreak of war in Europe in 1914 offered new opportunities for
the U.S. government to become further involved in Central American affairs.
In July 1914 the German Minister left Guatemala and less than six months
later the treaty of commerce and friendship between the two countries
expired. In 1916 both Wilson and Cabrera were re-elected and the Bryan-
Chamorro treaty was signed between Nicaragua and the United States. This
agreement, which conceded land to the U.S. for the construction of a canal,
and for naval stations in the Gulf of Fonseca, led to formal protests by
neighbouring states and ultimately led to the dissolution of the Central
American Court of Justice.

In April 1917, the U.S. declared war on Germany and Guatemala closely
followed suit. Although the U.S. government was pleased by Cabrera's act,
they were concerned about rumours that he was encouraging and aiding the
Tinoco brothers to overthrow the U.S.-backed government in Costa Rica.®®
The deteriorating financial condition of Guatemala also conti<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>