FDR and Latin America – “The Good Neighbour Policy”

1.Background
From the time of his inauguration as President, FDR undertook to pursue a “Good Neighbour Policy” towards Latin America.  He frequently promised to end direct US military intervention in the Western Hemisphere, and promised Latin American states that they would enjoy a high level of autonomy. 

2. Case Study: Brazil

Brazil was one of Germany’s biggest trade partners – a recipient of massive investment in returns for exports of coffee and beef. 

From 1939, the USA sought to divert Brazil away from its relationship with Germany.  One way in which it could achieve this was through offers of massive investment, aid and loans to support President Vargas in his plans to diversify the Brazilian economy. 

· In March 1939 Roosevelt extended a package of credit and loans totalling $115 million to fund the Volta Redonda steel mill. 

· In the spring of 1940, Brazilian foreign minister Oswaldo Aranha spent two months in Washington, where he received a $19 million loan and $50 million in gold. 

One of the main aims behind this was to turn the Brazilian foreign ministry (The Intermaraty) away from Germany and towards alliance with the USA. 

· In 1944 the USA gave Brazil $154 million of Lend-Lease funding to modernise its armed forces, especially its navy. That year a Brazilian contingent was sent to Italy to fight with the US army.

Summary:  The USA used its wealth, and its willingness to invest in the diversification of the Brazilian economy, to turn Vargas away from the alliance with Germany. 

3. Case Study: Mexico 

Although Mexico had received substantial US investment in the development of its oil industry, there was increasing resentment at the low wages paid by American companies. Generally, the USA was unpopular and resented in Mexico. 

· In March 1938 the Mexican government threatened to confiscate the assets and equipment of the US oil companies. 

Standard Oil, the main US company to be affected, demanded massive compensation, not just for the value of the plant but also for the loss of future profits. 

Roosevelt sent his long-time assistant and ally Josephus Daniels to negotiate with the Mexicans. Daniels went against the wishes of the oil companies (and against the wishes of Cordell Hull who wanted the full value of the assets to be compensated) by accepting a much lower offer of compensation. 

By 1938, Roosevelt was aware of the prospects of war, and he was determined to maintain good relations with the Mexican government, which was a major supplier of oil and silver. 

· 1941: Roosevelt accepts $24 million in compensation from the Mexicans – only 5% of what Standard Oil had demanded. 

The main reason why Roosevelt accepted such a poor deal was because he feared that Mexico might declare open support for Germany. 

When Roosevelt’s envoy, Henry Wallace, visited Mexico in 1940, there were major public protests against him and he had to leave the country secretly at the end of his visit. 

Wallace had been sent by Roosevelt to persuade Mexico to allow the USA to build naval and air bases on its coastline for operations against U-Boats, but Mexico refused to surrender its neutrality. 

· Mexico was sweetened with a $40 million loan and credits of $300 million, as well as low-cost lend-lease equipment. 

The policy of neutrality was very popular in Mexico, and it was only the sinking of two Mexican tankers by U-Boats that caused it to declare war on Germany in May 1942. 

The declaration of war was very unpopular in Mexico, and many Mexicans believed that their government had sold out to the USA.  The Mexicans sent one squadron of aircraft to fight the Japanese 

4. Case Study: Bolivia 

Between 1932-5 Bolivia and Paraguay fought a war over their disputed border. The defeat of Bolivia led to the collapse of its government, and the seizure of power by the army, and General German Busch Becerra emerged as leader of the government.  In 1935 President Roosevelt imposed an oil embargo on both Bolivia and Paraguay. 

In response Bolivia declared the assets of Standard Oil to be confiscated. 

In 1939 President Busch Becerra negotiated a major deal to export $15 million of oil to Germany in return for assistance in the development of the Gran Chaco pipeline. 

The Roosevelt government responded by banning imports of Bolivian tin. In April 1939 President Busch Becerra died in mysterious circumstances at his brother’s birthday party – the official verdict was suicide. 

His successor, Enrique Penaranda del Castillo had a much closer relationship with the USA, and exploited its needs for raw materials in wartime. By 1942 the USA was the main buyer for Bolivia’s exports of tungsten, tin and rubber. 

In return for these vital products, the USA channelled major investments into the infrastructure of Bolivia. 

However, in 1943 President de Castillo was himself overthrown by another army officer, Gualberto Vallarroel.  He was more sympathetic to Germany, and so Roosevelt again cut off trade. 

President Vallaorroel then silenced pro-German propaganda in Bolivia and dismissed some of his pro-German ministers, which caused the USA to re-open trade until the end of the war. 

5. Case Study: Argentina

Argentina was the second most populous state in Latin America and the government of FDR recognised its importance.  

Relations with Argentina had been difficult because of US restrictions on beef and lamb imports on the grounds of “sanitary regulations.” (This was really a form of protectionism.) In 1935 Roosevelt introduced a Bill to Congress that would allow limited meat imports from Argentina, but this was blocked due to opposition from the US Senate.  

Roosevelt urged the State Department to pressure Congress to pass the Bill, but did not offer personal support in public.

In January 1941 the Senate was tied on an amendment that would allow the US Navy to purchase canned beef from Argentina, but Vice-President Wallace failed to be present in the Chamber, and so the vote was lost. (Ultimately, if the President had pushed his supporters in Congress to support the bill more fully, this would not have been such an issue.) 

In 1941 relations between Argentina and the USA deteriorated. Argentina expressed support for Germany, which resulted in a breakdown of trade with the USA. When President Ramirez began to consider declaring war against Germany, he was overthrown by General Edelmiro Farrell and his defence minister General Juan Domingo Peron. 

· In 1943 the USA did not invite Argentina to attend an economic and agricultural conference in the USA. In 1944 the USA broke all diplomatic relations with Argentina in order to force it to declare war on Germany.

· On 9 April 1945 Argentina finally agreed to declare war on Germany (twenty-nine days before the end of the war in Europe) in return for US recognition of the government of General Farrell.  

Summary:  The USA’s attempt to build up a coalition of Latin American states in support of the war against Germany was mostly a failure. This was due to two main factors (i) Latin American distrust of the USA’s economic imperialism (ii) the strong cultural links between many Latin American states and Germany. 

Part II

1. US political Reactions to Roosevelt’s “Good Neighbour” policy  

Introduction: The “Good Neighbour Policy” was very unpopular with many politicians in the USA. 

· In 1943 Senator Hugh Butler of Nebraska said: “We are not winning the friendly collaboration of the peoples of Latin America. We are trying to buy it … We are hated… for upsetting their economy.” 
The main point in criticism of Roosevelt’s strategy in Latin America was that it cost hundreds of millions of dollars that could have been spent in the USA, or on developing the support of neutral states in Europe, such as Sweden and Turkey. 

Also, as the USA controlled the Western Atlantic (from Autumn 1943), some US politicians argued that Latin America was irrelevant and that did not matter whether the states there supported the USA or not. 

Finally, other politicians argued that the massive loans and credits to Latin America supported corrupt and un-democratic governments and that this price was too high for diplomatic support in the war that would not make any real difference. 

In 1939 the Brazilian Foreign Minister (as a joke) proposed building a statue of Hitler because the prospect of war meant increased US aid as bribes for an alliance. 

2. Latin American reactions to the “Good Neighbour Policy”
While the ruling elites of Latin America were able to take massive bribes from the USA, there is little evidence to show that the “Good Neighbour Policy” did anything to improve popular opinion of America. In fact, many politicians and people in Latin America regarded US aid and investment as slavery. 

· Colombia only agreed to a reciprocal trade treaty with the USA when it was threatened with being excluded from the US market for its coffee.  Base rights were granted to the USA in return for a $12 million loan. 

· Cuba: President Batista received substantial aid and loans, although this did not increase the popularity of the USA.   In 1934 the USA raised the amount of sugar it would take from Cuba by 25%

· Uruguay: Received $7.5 million dollars of US aid, but refused to grant any bases to the USA. 

· Peru: Peru received more lend-lease funding than any other Latin American state, but the USA was unpopular with the people. 

3. The results of US investment in Latin America
It has already been noted that US investment did not make the USA more popular in Latin America. There was also waste and failure in some major projects funded by the USA. 

· The Inter-American highway remained incomplete at Roosevelt’s death. The government had planned to spend $14.5 million building 905 miles of road, but $36 million building only 347 miles. 
· By 1939 only Brazil, Ecuador and Colombia had agreed to reciprocal trade agreements with the USA. (On balance this was a success as by 1945 the USA had a greater share of all exports to Latin America than it had in 1933.) 
4. Hemispheric Diplomacy 
(i) Solving Regional Disputes 

Compared to the New Deal and to the politics of isolationism, leadership of the Western Hemisphere was not a major priority for Roosevelt. 

The USA played a very limited role in ending the Chaco War between Bolivia and Paraguay (1932-5), and the Maranon War between Ecuador and Peru (1936-41). 

(ii) Hemispheric Conferences 

Several Inter-American conferences were held between 1933-1942.  Most of these ended with major disagreements over whether the League of Nations should be allowed to become involved in Hemispheric Disputes. The USA wanted to use its policy of neutrality as a means of solving disputes between Latin American states, but many did not trust its motives, impartiality and honesty. 

· The Havana Conference (1940):   This conference discussed the question of resisting imperialism from states outside the Americas.  It was agreed that the states of the Americas would occupy any state that was threatened by an external aggressor (but no formal terms were agreed for precisely how this would happen.) 

· The Rio di Janeiro Conference (1942):  Roosevelt looked for the American states to break off diplomatic relations with Japan. Many agreed to do so, but Argentina and Chile refused. 
5. European Reactions to the “Good Neighbour Policy”
Many European regarded the “Good Neighbour Policy” as an aggressive extension of the Monroe Doctrine that sought to reduce Latin America to an economic colony of the USA. 

Leading critics included French Prime Minister Edouard Daladier in the late 1930s. 

Others criticised his support of dictators such as Rafael Trujillo of the Dominican Republic and Anastasio Somoza of Nicaragua. 

6.  The “Good Neighbour Policy”: A Summary 
	Successes of the Good Neighbour Policy
	Limitations of the Good Neighbour Policy

	The USA helped Latin America to benefit from the New Deal by providing funds and loans to governments. 

US funding helped to diversify the economies of Latin America in areas such as steel and oil. 

The USA did was involved in Hemispheric conferences throughout 1933-45. 

Bi-lateral trade agreements increased the US share of total exports to Latin America. 

World War II created huge markets in the USA for commodities (such as beef) and raw materials (such as tin and nickel). 

By 1945 virtually every Latin American state had declared war on Germany. 


	In spite of this funding, many states regarded the USA as imperialist and resented the power of the dollar. The USA was not popular among ordinary Latin Americans.

Many Latin American states tried to confiscate and nationalise American assets, often in order to gain more funds from the US government. 

These conferences revealed that many states resented US power, and only agreed to one security pact at Havana in 1940. 

However, only Brazil, Colombia and Ecuador made bilateral agreements.

However, if Latin American states had tried to sell to Germany or Italy, the US navy would have prevented this. Basically, Latin American states had to sell to the USA. Also, states such as Cuba became too dependent on the USA as a market for its sugar. 

However, only Brazil contributed forces to the war in Europe, and most of the other states did not declare war until Spring 1945, just before the end of fighting. 


Overall, the “Good Neighbour” Policy was both a continuation of earlier hemispheric policies, but with certain significant additions – (i) the injection of massive US funds and loans; (ii) attempts to manage trade through bilateral agreements; (iii) attempts to build up Latin American support and assistance for the US war effort – with very mixed results. One major and unintended consequence of the “Good Neighbour Policy” was a growth of Anti-Americanism due to the belief that America was trying to dominate and control hemispheric trade, and prop-up dictators who agreed with its policies. 

7. Historians and Other Commentators’ Reactions to the “Good Neighbour Policy”

	W. O. Scroggs (speech of 21 March 1935) in The Empire Club of Canada Speeches 1934-1935 (Toronto, Canada: The Empire Club of Canada, 1935) pp. 316-328
	J-B Duroselle, From Wilson to Roosevelt, Foreign Policy of the United States, 1919-1945 (London, 1964), pp. 235-6. 
	F. W. Marks, Wind Over Sand, The Diplomacy of Franklin Roosevelt (Athens, Georgia, 1988), p. 249.



	We have withdrawn the marines from Nicaragua where they had been since about 1910, and we have withdrawn the marines from Haiti, where we had maintained a kind of military government since 1915; and we have abandoned our protectorate over Cuba which existed since Cuba attained its independence as a result of the Spanish-American War. We have made preparations to withdraw from the Philippines. We plan to withdraw gradually over a period of ten years. Now, we are withdrawing from these outposts because the American people really fear another war somewhere in the world. I don't think they fear it immediately. The American people seem to take very calmly the recent German announcement of plans to rearm but they feel that some time in the not distant future there may be another war and they do not wish to be involved in it if it can be avoided. 

That is seen in still other ways. The United States is cultivating now, better relations with Latin America than have existed at any time within my memory. The withdrawal of the marines from Nicaragua and Haiti, the abandonment of the protectorate over Cuba are two instances.


	The most important accomplishment … was the signing of a convention on rights and duties of states. Article Eight of this Convention read, “No State has the right to intervene in the domestic affairs of another State.” Because of Hull’s attitude and because of the adoption of the principle of non-intervention, Latin American hostility to the United States tended to disappear.  … The Platt Amendment was repealed and replaced by a treaty (on May 29, 1934) which left the United States only with a right to a naval base on Guantanamo. Economic aid in the form of a substantial reduction in the tariff on sugar was offered to Cuba. Evacuation of Haiti took place two months earlier than planned. The United States, with the consent of Congress, was a member of a neutral commission to arbitrate the Chaco dispute. Paraguay had refused to accept arbitration and the League of Nations decided to apply an arms embargo. The United States did not follow suit on this point because Congress believed that in case of war an embargo should be applied to all belligerents. Here again we see the beginnings of a policy of neutrality.
	For a country that spent munificent [= very large] sums overseas, the United States realized few of its goals, not only in relation to minor issues such as completion of the Inter-American Highway and codification of Hemispheric law, but also with regard to the Reciprocal Trade Agreement Program and the record of Latin American wartime cooperation.”
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