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Attached herewith is a brief memorandum on United States
economic policy toward Argentina prepared by Mr. Danielian
at the suggestion of Lauch Currie. It seems to me that
this is one of the very first problems that should be
pressed after we complete our organizational arrangepments.
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Instead of achioving these ohjecuves, e have, on tte eontrnry,
helplessly sat by while Fascist and ¥alengist groups in Argentins seize
power %o create in tha Western Hemlsphare one of the most reactihwry,
reaprossive anti-democratic militery dictatorships snywhere in the world,
The Ramirez government which came into powsr on June 4 hes proved even
more anti-Americsn end anti-democratic than the Castillo regive, es
shown by ﬂxa following conditions in Argentines

1.
2.
Je

4.
Se
8,

7

The legislative branch of the govermaent, vmich even in

the Castillo regime gqoted as & forum for dissident

opinion, has been abolished;

Military interventors, msny of them with xnown Fascist
loanings, have displaced the elacted governmors of all

the provinces and the neyors of major cities;
Pro-demoerastic newspapers and nagawines, with few notable
exceptions, have been suppressed, while pro-Axis papers
remain uimolesgted;

A1l pro-Untited Notions organizations have been suprressed;
All labor walons have bsen suppromsed;

Liberals, labour leaders, sociallsts, commumnists, end pereons
reacicly suspected of liberel leanings habe beon arrested
and many of them sent {nto.exile in Pstagonin;

Striet conaorahip has been pleced on radio sné prees associ;.-
tions; . :
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An Evaluation of United States Econmic Policy
toward Argentina.

Asober oonsiﬂmtion ot Unitod Statod policy townrd Argennna
must resch the 1nesaapable conclusion that we have Tailed %o achieve
any of the major political and economic objectives which were defined
by the Resolutions of the Meeting of Ministere of Foraign Affsirs at
Rio de Jemelro in Janunry, 1942, apd the recomnendstions of the Inter-
American Finencial and Beonomic Advisory Committee in July, 1942, To
enumerzte, we have failed: -

1. To bring sbout a rupture of relations between Argaxm.na ,
and the Axis countries, ‘

2, To stop Axls espionsge, embotage and propaganda activities
in Argentina ageinst the Unitoed Nations;

3. To stop the flow of contraband goods from Argentina to the
Furopean Axis, via neutral countries;

4, o obtain Argentine cooperation in the utilizati-n of its
merchant marine and tsnkor fleet to the best advantsge of
the United Nations;

5, To obtain the best possidles utilization of Arsentine
productive resources, partlcularly in foodstuffs, for the
presesnt snd future needs of the United Nations,

Instead of achieving these objoctives, we have, on the contrery,
helplessly sat by while Fascist and Falengist groups in Argentina selzed
powar %0 croate in tha Western Hemisphere one of the most reactionery,
repressive anti-democratic militery dictatorships anywhere in the world,
The Eamirez government which ceme into power on June 4 hes proved even
more snti-Amaricen end anti-democratic than the Castillo regirme, &s
shovn by the following conditions in Argentine:

1. The legislative branch of the govermment, which even in

: the Castillo regime goted as & forum for dissident

, opinion, has been abolished;

2. Militery interventors, mamy of them with kpown Fasciat

. leanings, have displaced the olected governors of all
the provinces and the neyors of major citiesy

3, Pro-demoeratic newspapers and aagazines, with few notable
excaptions, have been supproseed. while pro-ixis papers
remain umolegted;

4, All pro-Untted Nations ormnimticms have bhen sumroeeed.

5, - All lebor unions have been suppressedp

6. Liberals, labor leaders, socislists, communists, and pareons
remotely suspected of libsrel leanings habe been arrested
and many of them sent into:.exile in Petagonla;

7. Strict censorship has besn plcced on radio snd press associe-
tdons; . . . . . ' :
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8, Liberel end pro-democratic educators and studemts
have been expelled from univeraities; o

9. United States fimms have boen harasged by zanctione
and penalties.,

¥hy has tha United States failed so diamally in 1ts poliocies
towards Argentina? The ressons are two-fold. Mret, we have hed no
program of politicsl werfore desianed to bolster the friends of the
United Nations in Argeniina agminst the Fezeclst intoraeats; secondly,
we have failed b0 use the economie instruments of nrecmure ndeguately
to achieve gpecific ends, ‘

. On the political front, it is o known fsct that the friends of the
Un{ted Hations are to be found smong oertain native industrial groups
whose econcrilc interests are tied up with British sné Ameriosn firms,
and emong the working people of Argentine. It is importsnt to ranember
that major segments of Argentine induatrisl end utility cateblishments
are owned by the United States, British, Frenech »néd Bslrian intsrests:
the power companies, the reilroads, the telephons, telegranh znd i{nter-
nstional radio telephone sorvices, the urben transportation systms end
the meat-packing compenies are ocontrolled by the natirnals of these
four countries, mostly by British and United Etstes groups. Obviously
netive Argontine industry whose eperations ers emcillary to these interaets
should be within the orbit of their influsnce. Add to thess the naturel
gympethies of the orgenized end umorgseized labor gsroups, the most self
conscious in South fmoriea, 41t 12 a matter of nstural surpriso that so
1ittls hae been achisvad in Argentinae on behalf of the United Nationa.
The only explsnation is that under e false interpretation of the gpod
neichbor policy of non-interference in the internsl affeirs of Argentina,
we have failed to capitelizs upon our politicel assets end have allowed
Axix interests to take the upper hand,

, The meivete that has charectorized our palicies in Argentina is
best 1llustreted by the quick recognition of tho Rmmires rogime., In
June, irmerdiately after the accesaion of Remirer, the Stnte Depnrtment
wa: more concornsd with the matter of recogmition rather than with the
question whether ve should racognize them mt all, For two wesks after
June 4, tho Fuhassies of all the American Republics from Washington to
Montevidoo were humming with ectivity to bring about a wenimous end

simul tanoous declarstion of recognition by 21l Westarn Hemisphsre mations,
snd the State Dapariment was chagrined when Forsism inistsr Aranhe of
Brezil Jjumped tho gun and announced Brazilism recognition of the Ramirez
govorment chead of the other nationa of the Mmericas, All the other
Amoricsn.netions followed, This haste on our pert, was dus, rumor heth
1%, %o errouecus snd misleading informstion which the Anerican migsion
was given in Buenos Alres. Reported to us by both Mr. White, our Acting
Spoeial Representative thon end by Mi. Cemp, our Acting Spacisl Hepresenie-
tive now, was the confidentisl tidbit, reputedly recsived from gquarters

¢lose to DNami : :

y x_'ez'( a) that the new government would bresk rTelations witl
‘the Axis, (b) that Xm 1t will "do budness with us", end {c) that it
would be generally ™all right". o ‘ '
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-t Agedn’ confidemtially, 1% was Yeported: by ouxt representative that
“the revolution was sn attempt to forestnll a Nazi Coup™ which osten-
#idly wap planncd for July.

. This kind of political sdvice.from ouy uissian in Argantine shows

a lack of understanding of historiosl forces and a failure of sur intelli-
gence services in Buenos Alres, At no time in history, snd corteinly not
in Argentine, has a military rewlution been e 14{bersl pro-fecmocratic
force. That alone should have caused us to w1t and Bee,

These politicel factors are mentisned here not because they con-
stitute » primary interest on the part of the Foreign Boonomic A'ministra-
tion, but because they have interfered sith tho fomulation of en eacon-mic
policy designed to achieve our objoctives., The State Tepartment hes con-
tinually deleyed action on the economic front in the illusory expactation
that the Argantine sovermment would breek reslations with the Axis "soon®,
shich in twrn depended upon the ageecelon of & friendly govermment. Aftor
a year end a Balf of hope end .expectetiop, we have obtained neithsr. In
the meantine, Argentine collebormtioms with the Axie has ocontinued, ~ith
uncotnted gonsequencos on United Wations. intereste and lives.

If wo want friendly sots from Argentine, we should strive to obtain
e friendly govermment there. ' But this raquires a positive application of
political warfare Ressures, possibly lomding to & popular rovolution,
which apperently the State Department is unwilling or unable to undertrko.
Falling in this, 1t {e wareelistic to expsct friendly setions from on
unfriendly govermment. With such a fOvermment, we ocan anpesl not to
prineiple, but only to gelf interest, There is nothing in the present
sconomic situstion in Argentina which mokos it advantageous to bresk with
the Ans.

The faldure of the Stats, Departaent!e eaoenamic policy toward Argen-
tina 1s due to improper evmlustion of thia factor. Haduced to {ts eszen-
tiel results, the Stats Depertrant's economic policy consints of supply-
inz Argentine somwce materiels only to the extent necessery to meintein
public hoelth end sefety, instead of aupplying an the principle of "ecual
treatment®, as provided by tha Rio Conferance Reaolutions. Thie policy
bes had no serious effect upon the econcmy of Argontina becomss (a) there
Fere considerable gtocks on hend, (b) imports continued %o came from
Englend, end (o) imports contimind to come fyom pein, Sweden end Switzsr-

lead,

The nost powertul: soonamic instrunants wo have Vis-a-vis Argentins
are (a) the Unftod Fations’ proeurement program, and (b) control of coel
end petroleun supplics fmported in tha count1ys The British peari of the
procurement progxem, incolving all smimsl foods, 15 a long range contr-
actusl bdasis and there has boen & d1isinclinetion o use this on behalf
of other United Nations objoctives. As for United State piocurasent of
grains and oils, the opportunity of using it as & bargrining cover ems
lost when the Commodity Credit Corporation sent Mr. Croesnay to Buenoa

Alres in July, 1943 end ke went .to sce impodtent goverzmant officinls
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telling them our need for their products. The ohly effegt this had

to incrense both merket prico of staples as well as minimum govormment
floor price, ~hich there was absolutoly no i{ncreesse in acreage plantod
for the 1943-1944 season. (See B, A. Teport No. 628, October 6, 1943,
Roview of the Argontine ¥eonomic Sftuation During September 1943,)

vu

Tho economicelly favoreble situction of Argentine, pertfculerly
with regerd to food and stocks of matericle on hand; {te ability to
socure goods from England, Sweden und Spain, and from other areas in
its own ships; our desire not to hurt the Argentine people who are
known to be friendly to the United Netfions! ceuse; =211 thoss huve cone
binod to make the implemente neretofore utilized by the State Department
comparatively ineffective in squeezing the Arganiine sconomy. Hence,
the elternative is reised now whether to impose new and more sovors
senctlions, of which there ars not meny cffective ones at our dispossl,
in order to bring a quick change in the atiituds of the Argentine govern-
mont; or to engage in & practical ®give and iske"™ exchange of sxports
tor imports and exports for govermmental cooporation in order to nchiave
the desired economic warfare objectives. '

If stricter senctions ere to be used, we must underteke quick snd
effoctive blows, involving at least the following steps:

1. Requost Great Britain toceese exports of conl to Argantina
and ,_d_ivg:z_j*_b_ its coal shipments to the Medi terraneen.

2. Request Great Britain to astop shipment of any commodity or
matarial Uhlcn‘eowss within WEITE FPAPER limitations,

3« Request the Blockade Committes in London to refuse navicert
clearance for sny iron and steel and machinery exports Trom

Sweden and Spain to Argentina.

4. Stop tmmedlately all shipments of petrolewn and petrolsum
products {rom the Caribbean to Argentina,

These are the most effective sanctions available to ug and to
Great Britain, In all 1ikelihood retsliatory measures by Argentina
may be expscted on the export of mwats, linseed, oile, suebracho, and
tho strategic metals that we obtuln in Argentina. While this contro-
veray 1s on, our war affort would not immediaialy be helped. It will
be only after successful termination of disagreaments between the
goverrments that any benafits nay be expoected,

) It will require delicate politicel judgsent by the State Deperte
mend to determdne whether we ¢an obtain sufficient collaboration from
our alliss, end even with this collaboration, whether our restrictive
progran will be successful in bringing a quick change in the ztiitude
of the Argentine govormment. If this approach 18 successful in s short
time we would immediatoly be in a position to move forwmrd towsrd the
achievenent of all the objectives outlined in our memorsndum of July S.

On the other hand, if there is eny question that we may mot obtain
full oollaboration fyom Great Britain and that suck sanctions, when
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lesving in its trsil bittemess and

di shatmony, then the nchievement of our sconomie warfare objectives

micht bo mede immensurably harder, if not irmossible. In the face of such
sn oventuality, it may be consldered more practiesl %o pursue cconsmic
worfare objectives individuslly on a trading basis, If such an arsnronch
ia séopted, then thers are cartain specific issues which may be neyoticted
to mutusl advanitage, Among these may be mentioned the folliowing:

1., The food procurement and development programs, whieh
require guasrsntees of quantities and trensportatinn,
freedom fIom export embargoes, cnd sgreanent on

exchange retes,

2, Inspection of outgoing cargo to prevent dlockede run-
ning. This issue has been raised by the Migpistry of
Teonomic Warfare, who have advised the British Fmbassy
in Buenos Alres %o initiate conversations with the
Argentine govermmont, in conjunctlcn witl: the American
Bmbassy, and parallel imstructions have been sent from
Washingston to our misgsion.

3, Consummation of the tanker pool deal, a desire expressed

by Remirez.

4. Arrangement forihe cxport of zinc concentrates with
guarantes of trsnsportation.

5. Conservation of ataple food procducts in Argentina for
export next yenr, instead of using them for fuel, in
exchange for s supply of coal snd burlap bags,.

6. Control of patroleum shipments in Argentine tenkers,
a proposal on which there is unsnimous agreauent
within this Office, with the concurrence of the Navy

Departuent.

7. Freozing financial assets of designated enemy ims
and individuals.

An effective strategy may bve 10 adopt
policy as suggested in the firast approach,
slong the lines of the second alternative progrem.
1% 1s unlikely thnt our present policy,

relaxed as of August 26,

This doez not necessarily pre
but if this heppens 1%t will mno

will achieve our objectives

as & result of internal political pressures; It is

vhether we can afford v
Argentine problem.

gamble on. such & fortui tous

a severely restriciive

and then press our demands
Unless this ia done
which has been considorably

in Argentina.

clude a chenge of government in Arpentine,
% be beczuse of our aconomic policy, but

aiffioult to decile
degouenant of the




