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Banana Republics and Bonds:
Taming the Empire’s Backyard
(1898-1950)

Laborers are wanted in Hawaii to work in the sugar fields, E.E

in Cuba for the iron mines. Good wages are offered, and many
are persuaded to emigrate. .

—Charles Allen, governor of Puerto Rico,

19001901

Fictory in the Spanish-American War and the sudden mo@c._maos. of
overseas colonies made the nation uneasy at first. True, Frederick
¥ Jackson Turner and others were espousing the view that territorial
expansion and Anglo-American freedom were inseparable, E.E most
Americans believed that, but occupying foreign lands and lording over
their peoples seemed to contradict the very liberties for é.Eor mﬁ nation
had fought its own revolution. Not surprisingly, the war with m_u.B:. WQ. to
our first anti-imperialist movement—against suppression of the Filipino
independence movement.

On the whole, outright territorial annexations ceased after 1898, Wars
of conquest, the sanctioning of armed invasions by E.&:ﬁﬁ groups, the
purchase of territories, gave way 1o gunboat &Eo.ﬁzmo% m:.um H..u a more
disguised yet far more extensive system of mbmboﬁ_.moﬂzsmsow. mmuo-
nomic conquest replaced outright political annexation, as the region
evolved into the incubator for the multinational American nosuon:oP
By 1924, Latin America accounted for nearly half of m.: moHQ.,m: US. in-
vestment, according to one U.S. Department of Commerce estimate (see
table 2). .

How that gunboat diplomacy and economic penetration mmmoH.Ema the
Caribbean region’s economy and paved the way for the huge Em_..ﬁ of
Latino immigrants during the second half of the twentieth century is the
subject of this chapter.

38
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TR R TS TRNTE R I
TABLE 2
U.S. DIRECT INVESTMENT"
1924
(Millions)
Europe $1,000
Asia and QOceania 630
Latin America 4,040
Canada and Newfoundland 2,460

As we shall see, a series of military occupations early in the century—
sometimes brief, sometimes lasting decades, but always for the most spu-
rious of reasons—allowed U.S. banks and corporations to gain control
over key industries in every country. Latin American ventures sprang up
on Wall Street overnight as sugar, fruit, railroad, mining, gas, and electric
company executives raced south on the heels of the marines. Thanks to
the aid of pliant local elites and of 11.S. diplomats or military comman-
ders who often ended up as partners or managers of the new firms, the
newcomers quickly corralled lucrative concessions while the host coun-
tries fell deeper into debt and dependence.

Whenever conflict erupted with a recalcitrant nationalist leader, the
foreign companies simply called on Washington to intervene. The pretext
was usually to save .S, citizens or to prevent anarchy near our borders.
To justify those interventions, our diplomats told people back home the

- - Latin Americans were incapable of responsible government. Journalists,

novelists, and film producers reinforced that message. They fashioned
and perpetuated the image of El Jefe, the swarthy, ruthless dictator
with slick black hair, scarcely literate broken-English accent, dark sun-
glasses and sadistic personality, who ruled by fiat over a banana republic.
Yet even as they propagated that image, our bankers and politicians kept
peddling unsound loans at usurious rates to those very dictators.

Critical details of how the dictators rose to power and terrorized their

. people with Washington’s help, or how their regimes provided a

“friendly” business climate for North American firms, remained hidden
deep in diplomatic correspondences. As U.S.-owned plantations spread
rapidly into Mexico, Cuba, Puerto Rico, the Dominican Republic, Hon-
duras, and Guatemala, millions of peasants were forced from their lands.
Some were even displaced from their native countries when some of
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those same firms initiated cross-border labor H@@H:%HB@E efforts to H.uoﬁ
the shifting labor needs of their far-flung mﬁcmﬁ_wﬂmm. At mamﬁ.“ the migra-
tory labor streams flowed largely between Em.m:_uwmg countries. /.E.mmﬁ In-
dians, for instance, were recruited to build the Panama Canal, Haitians to
cut sugar in the Dominican Republic, Puerto Enmam for the cane fields Mvm
Hawaii. But beginning with World War II, ér@u .mw:ﬁ.a.o‘.%w the supply
of European labor, North American S&ﬁmﬂm:mﬁm initiated massive
contracting of Latin Americans for the domestic labor front. Thus cwmﬂc
a migration process whose long-term results would transform twentieth-

century America.

PUERTO RICO

Zoéroao did the new U.S. policy leave such a profound legacy Wm.mb
Puerto Rico. When General Nelson Miles landed E the town of Guénica
on July 25,1898, in the midst of the Spanish-American War, most Puerto

Ricans greeted his arrival and rejoiced at his promise to end Spanish .

colonialism. “Our purpose is not to interfere with the mﬁmm:”m laws and
customs which are beneficial for your people,” Miles moo_w:@m in a procla-
mation.? Few imagined then that the island would remain a U.S. posses-
sion for the entire twentieth century, or that it would become the most
important colony in our own country’s history. Two years after the ocel-
pation started, Congress passed the Foraker Act, which Qm.&m.ama d.u:.o.pm-
land a U.S. territory and authorized the president 8. mEuw:: its Qﬁrm.:
governor and top administrators. The new law permitted ﬁm—.&oﬂm their
own House of Delegates, but it reserved for Congress the right to m.EE_
any Iaws those delegates passed. It assigned trade, .Rom@%omﬁmr mmﬂ._:mam
and military powers to the federal government and it gave the islan
only one nonvoting delegate in Congress.” In many ways, Ew Foraker
Act gave Puerto Ricans less self-government than they had enjoyed un-
der Spain. Throughout most of the nineteenth century, after all, Puerto
Ricans had been citizens of Spain and island voters rmm sent as many as
sixteen voting delegates to the Spanish Ooimm. And,in Hmo.q , wﬁmﬂ had
promulgated a new Charter of Autonomy, which gave the island virtual
oyt |
moﬁw mmwawwﬁ Act, though, went beyond &m@b@muorimm wc.oﬁo Ri-
cans. It forbade the island from making commercial treaties 2_.9 other
countries and it replaced the Puerto Rican peso with the American mw_-
lar, while devaluing the peso. This made it easier for US. sugar companies
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to gobble up Puerto Rican—owned lands. As a result, thousands of for-
mer independent coffee farmers joined the ranks of the mushrooming
agricultural proletariat,

Legal challenges to the new law quickly led to several precedent-
setting cases before the Supreme Court. Known as the “Insular Cases,”
they were all decided by a narrow one-vote margin, yet they have pro-
vided the ﬁ,iﬁ&tm_ legal backing for this country’s holding of colonies to
the present day. They are the equivalent for Puerto Ricans of the Dred
Scott Decision for African Americans. Ironically, the same group of jus-
tices ruled in Dred Scott and the Insular Cases. The pivotal decision was
Downes v. Bidwell in 1901. In that case, the Court ruled that “the Island
of Porto Rico is a territory appurtenant and belonging to the United

- States, but not a part of the United States within the revenue clauses of

the Constitution.”® Since the island was not an incorporated territory of
the United States, as the frontier territories had been, the Court ruled
that the Constitution did not automatically apply in Puerto Rico unless
Congress specifically granted Puerto Ricans citizenship.” In his dissent,
Justice John Marshall Harlan issued a most eloquent rebuttal to the hor-

+ rendous implications of the decision: “The idea that this COUN{TY may ac-

quire territories anywhere upon the earth, by conquest or treaty, and
hold them as mere colonies or provinces, the people inhabiting them to
enjoy only such rights as Congress chooses to accord to them, is wholly
inconsistent with the spirit and genius as well as with the words of the
Constitution.”

Despite the Foraker Act and the Insular Cases, many Puerto Ricans
continued to back the U.S. occupation. Labor leaders who had suffered
persecution under Spain, and big landowners who saw statehood as
opening the U.S. market to their products, especially welcomed it. Trade
union leaders never forgot that General Miles’s soldiers freed from a
Spanish jail the island’s legendary labor figure, Santiago Iglesias. Iglesias
and his Socialist Party turned into relentless advocates for statehood.?
So was Luisa Capetillo, the feminist and anarchist popularly known as
the first woman in Puerto Rico to wear pants in public. Capetillo blasted
those who called for independence as “egotists, exploiters and aristo-

- crats” who were trying to divide Puerto Rican and American workers, 10

After the Foraker Act’s passage, U.S. sugar growers flocked to the is-

land. They not only set up plantations but also began recruiting Puerto

Rican cane cutters to work in their overseas subsidiaries. Charles

~ Allen, island governor from 1900 to 1901, noted that Anglo emigration

agents
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penetrated the rural districts and offered golden inducements to
these simple folk to travel and see foreign lands. Laborers are
wanted in Hawaii to work in the sugar fields and in Cuba for the
iron mines. Good wages are offered, and many are persuaded to
emigrate, They crowd the seaport towns of Ponce, Mayaguez and
Guanica. Very few embark at San Juan. . . . Most of them have gone
to Honoluly, some thousands have gone to Cuba, and a few to

Santo Domingo.™

Between 1900 and 1901, more than five thousand Puerto Ricans were
transported to Hawaii in a dozen shiploads under contract to the Hawaii
Sugar Planters Association.”? It was a traumatic odyssey, first by ship to
New Orleans, then by train to San Francisco, then by ship again to Hon-
oluly, and scores escaped along the way from the harsh treatment they
received.? The bulk of the migrants eventually settied on Oahu, where
they founded the first major Puerto Rican community outside their
homeland.

Back in Washington, Congress repeatedly turned down petitions by
Puerto Rican leaders for full self-rule and eventual statehood for the is-
land, angering even the most avidly pro-annexation leaders, like Dx. Julio
Henna and José Celso Barbosa. By 1914, the full Puerto Rican House of
Delegates, frustrated by this intransigence, asked Washington to cede the
island its independence. Congress responded instead with the Jones Act
in 1917, imposing U.S. citizenship on all Puerto Ricans over the unani-
mous objection of their House of Delegates.

“The Congress of the United States,” declared Minnesota representa-
tive Clarence Miller, “says to the people of Porto Rico, once and for all,
that they are part of the United States domain and will always remain
there; that the legislation for independence in Porto Rico must come to
a decided and permanent end.”*

For the next thirty years, the island remained a direct colony, its Anglo
governors appointed by the president, its population virtually ignored by
Congress, and U.S. policy toward it controlled by a handfu! of American
sugar companies. The companies so exploited their workers that in the
1930s and 1940s, Puerto Rico became notorious as the poorhouse of the
Caribbean and as a hotbed for strikes and anti-American violence. Not
until 1948, in response to a growing nationalist movement and to pres-
sure from the United Nations to end colonialism, did Congress allow
Puerto Ricans to elect their own governor. Four years later, the United
States approved a form of limited self-rule, the Commonwealth of
Puerto Rico, which exists to this day.
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In fashioning this new political relationship, the Roosevelt and Tru-
man administrations found an able ally in Luis Mufioz Marfn, perhaps
the most influential figure in the island’s modern history. A socialist and
independentista as a young man, Mufioz became an admirer of Roosevelt
and founded the Popular Democratic Party as a New Deal vehicle for
the island. Once he gained control of the island’s legislature, he pio-
neered a rapid industrialization program, Operation Bootstrap, which he
turned into an economic development model for Third World countries.
He lured foreign investment to the island, invariably U.S. companies, by
offering them low wages, a tax-free environment to set up their factories
and duty-free export to the mainland. , u

Flushed by his early economic success, Mufoz deserted the pro-
independence majority within his own party and opted instead for a form
of local autonomy that would keep the island tied to the U.S. economy.
That autonomy, Murfioz promised, would only be a trapsition stage to in-
dependence, and in the meantime, Puerto Ricans would retain their own
Hmbmcmmo and culture. The voters, buoyed by the island’s postwar pros-
perity, approved his commonwealth model in 1952. His opponents
blasted the referendum as a fraud, since it offered a choice oE.< between
the existing colony or commonwealth, and neither Eamwmmmobo@ nor
statehood was on the ballot.

After the commonwealth vote, Washington began proudly pointing to
Puerto Rico in international circles as a “showcase of the Caribbean,”
both politically and economically. True, by the 1950s the island émﬂm
boasting one of the highest average incomes in Latin America, but the
glowing statistics masked another reality. Every year, the number of
people abandoning the countryside for Puerto Rico’s cities far outnum-
bered the new jobs the economy was creating, To prevent renewed un-
rest, Mufioz and officials in Washington started to encourage emigration
north. By the early 1950s, their policy was sparking the largest flight of
Latin Americans to the United States that the hemisphere had ever seen
{see chapter 4).

CUBA

ﬁﬂm U.S. occupation of Cuba followed a far different path. Much richer
in resources than Puerto Rico, with a developed native landowning
class and a battle-tested independence army, Cuba was not easily sub-
dued. During the initial occupation, U.S. officials turned the island into
w ﬁ.HoﬁonSHm by forcing the Platt Amendment into the Cuban consti-
utron.
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The first occupation government improved roads and Wmmﬁ.ﬂ care and
opened many new schools, It also presided over a rush of foreign Eﬁ.hmﬁ-
ment. Cuban landowners, crushed by the debt mba property destruction
of the independence war, fell prey to American fortune E::ﬁmm
“Nowhere else in the world are there such chances . .. for the Emqum
moderate means, as well as for the capitalist as Cuba .ommwm Hcam%.
boasted an investor of the period. “A poor man’s @mama_mm. and :6. Jow
man’s Mecca,” said the Commercial and E.gaa.a.m World in describing
the island. Percival Farquhar, for example, arrived in 1898 and soon con-
trolled an electrification project and a railroad from Havana to mmmﬁmmo.
Minor Keith’s United Fruit Company acquired Mo.oboo acres for a pit-
tance.!s By 1902, the new Tobacco Trust in mu.m. United States oosx.ﬁo:mm
90 percent of the export trade in Havana cigars. All told, G.w. invest-
ments nearly doubled, to $100 million, between 1895 and H.@om. N

The Cuban elite, led by Tomds Estrada Palma, a ﬂm‘:ﬁ.mwﬁma U.S. citi-
zen whom the U.S. installed as the country’s first ?,o.mamnr é&n.oEm.d
the Americans at first, in return for a slice of the growing economic pie.
Estrada Palma, like many well-to-do Cubans, favored 96:25._ US. an-
nexation. His reelection bid in 1903, however, was marred by ,Saw%ﬁmm
voter fraud that provoked violent protests. U.S. troops returned in 1906,
instailed a provisiona! government, and stayed for three years.

This second occupation, headed by General .Q_maom m.u gmm.oomm
ended up looting the country. When Magoon md.:.aa, Cuba’s mmﬂ_o.nm
treasury had a $13 million surplus; when :w left, it rma.m $12 million
deficit. Public works projects he ordered routinely turned into boondog-
gles that lined the pockets of LS. contractors. The E:E of those conces-
sions went to Frank Steinhart, who had arrived in Cuba as an army
sergeant during the first occupation government and then landed ap-
pointment as American consul general in mmémm. mmwa the troops left.
Steinhart then lobbied Washington for a second military Onoﬂ.%mﬁow and
provided valuable intelligence to the U.S. Qoowm.ﬁo reward E.B, Qopmwp
Magoon gave Steinhart the lucrative concession for expanding the a-
vana Electric Railway, Light and Power Company. Magoon also permi-
ted him, as financial representative for Wall Street’s Speyer and Company,
to broker a $16.5 million loan to Cuba in 1909 for Havana mnﬁmmo.oos-
struction. By 1921, Havana Electric was reporting profits of W. million a
year and the public was calling Steinhart Cuba’s Rockefeller. .

U.S. soldiers returned for a third time in 1912 to put down a racially
charged revolt by black sugar workers. By EoF. nearly 85.%9.&@@

Americans were living on the island: they ran the railroads, _u:_uw.o :S::.mmu

mining and manufacturing companies, sugar and tobacco plantations, ship-

ROOTS (LAS RAICES) 65

ping and banking concerns, and held much of the government’s debt.1¥
More than three-fourths of the land was owned by foreigners.?’ Govern-
ment employment and managerial jobs with foreign companies became
the main source of income for the native upper class, and public corrup-
tion its primary source of wealth.2! In 1917, President Wilson dispatched
troops for a fourth time to help put down a rebellion against Conserva-
tive leader Mario Garcia Meneocal, the U.S.-backed candidate who had
been reelected president in yet another fraud-tainted vote,
Soaring unemployment in the early 1920s forced many Cuban workers
to follow in the tracks of their countrymen who had migrated to the
United States during the nineteenth century, The new wave of immi-
grants settled in New Orleans, New York, Key West, and especially
Tampa, where Spanish, Cuban, and Italian cigar makers had established
a thriving industry.”? At home, the crisis led to frequent labor strikes, and
out of that unrest emerged Gerardo Machado, the country’s first modern
dictator. President Machado made Cuba hospitable for uneasy foreign
investors by crushing or co-opting the rebeliious labor movement. He en-
joyed strong support from the directors of National City Bank, J. P. Mor-
gan and Company, and Chase, who showered his government with loans.
With each new loan, however, the bankers exacted more control over his
government’s spending. As the years passed and Machado’s reign of ter-
ror grew, so did popular resistance.

After one such uprising paralyzed the country in 1933, President Roo-
sevelt concluded that Machado had to go. Roosevelt sent veteran emis-
sary Sumner Welles to head off the unrest by forcing the dictator’s
resignation. But Welles arrived too late. A nationwide general strike top-
pled both Machado and a U.S.-backed transitional government and
brought to power a provisional revolutionary government, one that
Welles could not control. The new government, led by Ramén Grau San
Martin, embarked on a radical transformation of the country. It abol-
ished the Platt Amendment, gave women the right to vote, and decreed
a minimum wage and an eight-hour day. The liberal revolution Grau
launched lasted a mere one hundred days.

Welles was horrified by the Grau government’s threat to U.S. interests.
Although he considered himself a liberal, Welles, like most ULS. emis-
saries to Latin America, insisted on local leaders following his wishes.
When the Grau government refused to listen, Welles urged Fulgencio
Batista, the new commander of the Cuban army, to stage a coup. In Jan-
uary 1934, Batista, whom Welles would laud as an “extraordinarily bril-
liant and able figure,” did just that.®® Batista’s soldiers unleashed a
bloody repression that crushed the Grau movement, killing or jailing
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fits leaders and scattering the rest into exile abroad. From 1934 to

most O -
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marched into Havana on January 1,1959.

PANAMA

. ‘. "
After Cuba and Puerto Rico, the single largest U.S. m.x.@mb@@b EMM nﬂwm_w
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among most engineers who had studied the project. But Ohio senator
Mark Hanna, the powerful chairman of the national Republican Party,
had other ideas. Hanna’s close friend, New York lawyer William Nelson
Cromwell, was an investor in the Panama route. A $60,000 donation by
Cromwell to the Republicans in the midst of the debate seems to have
strengthened Hanna's resolve and enabled him to secure a congressional
majority for the Panama route.2> ‘
Colombia’s president at the time was José Manuel Marroquin. As luck

would have it, Marroquin had just come through a costly three-year civil
war and was secking a quick infusion of cash to bolster his exhausted

treasury. So he offered President Teddy Roosevelt precisely what
Nicaragua’s president at the time, José Santos Zelaya, was refusing to

give the United States-—sovereignty over a ten-kilometer zone on both

sides of the canal route. The result was the Hay-Herrdn Treaty of 1903,

But the treaty hit a snag at the Jast moment when Marroquin’s oppo-
nents in the Colombian congress rejected the ten-kilometer provision as
a violation of national sovereignty.

Their rejection enraged Roosevelt, who was not about to permit some
petty feud among inferfor Latin Americans to stop the greatest engi-
neering project in U.S. history. Roosevelt countered by backing a plan
for the province’s armed secession. With the president’s backing,
Cromwell, along with Frenchman Philippe Bunau-Varilla and Panaman-
ian Manuel Amador, both investors in the Panama project, prepared a
blueprint for the uprising during a series of meetings in a New York ho-
tel. On November 2, 1903, Bunau-Varilla and Amador led a rebel band
that captured the port towns of Panama City and Colén. While US,
sailors dispatched by Roosevelt assured the revolt’s success by blocking
the entry of Colombian troops into Colén harbor, Amador proclaimed
Panama’s independence. The new Panamanian government promptly
named Bunau-Varilla its new ambassador to the United States, and he

~ lost no time in signing the now renamed Hay-Bunau-Varilla Treaty. So

embarrassing was the “independence” revolt that Congress was forced
to hold hearings in which Roosevelt’s role as the Panamanian godfather
was revealed.26

It took ten long years (1904 to 1914} and 35.000 workers for the U.S.

- Panama Canal Company to complete the project. Most of the workers

were English-speaking West Indians recruited by the company. If you in-
clude the families of those workers, more than 150,000 West Indians mi-
grated to Panama during construction. This enormous migration, which
equaled more than a third of Panama’s Spanish and Indian population of
400,000, transformed every aspect of the new country’s life. 2/
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THE DOMINICAN REPUBLIC
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lions of dollars in new loans. Heureaux, in turn, gave the firm control of
the national bank and one of the country’s two railroads.

Only after Heureaux’s assassination in 1896 did the new Dominican
government discover that the former president had racked up $34 mil-
lion in debt, the bulk of it to foreign creditors. The couniry’s annual cus-
toms revenues, its main source of income at the time, was a mere
$2 million. A good portion of the debt, it turned ott, had been fraudu-
lently marketed by the Improvement Company to unsuspecting Catholic
farmers in Furope who thought they were lending money to the Do-
minican religious order, not the Dominican Republic!®

When a financial crisis hit in 1905, and customs revenues plummeted,

‘the new government suspended debt payments, prompting several Eu-
ropean powers to threaten iniervention. President Roosevelt, worried
that sea lanes to his unfinished Panama Canal might be imperiled by a
European occupation, stepped in and offered to consolidate the Do-
minican debt with a new loan from a New York bank. Roosevelt insisted,
however, that the Dominicans turn over all customs revenues to a U.S.-
appointed agent and earmark the lion’s share of it for debt service. No
longer would they be able to raise government spending or increase
taxes without U.S. consent. .
From that point on, the country was effectively a financial protec-
torate. Once Roosevelt’s overseers arrived, they jump-started additional
legal reforms to benefit foreign investors. In 1906, for instance, they pres-
sured the government to grant tax exemptions to all sugar produced for
export. In 1911, they convinced it to permit the division of communally
owned lands, making it easier for sugar growers to enlarge their holdings.
Each time Dominican officials balked at some new demand from ‘Wash-
ington, Yankee warships appeared offshore to force their submission.
Defenders of the protectorate justified it by pointing to the country’s
history of political violence and instability—in the first seventy-two
years of independence, Dominicans had experienced twenty-nine coups
and forty-eight presidents. Some of the very people who ridiculed Do-
minjcan instability, however, conveniently overlooked that foreigners
had financed much of the fighting. By 1915, a decade after Washington’s
protectorate commenced, political violence had not diminished. Rather
than question its methods, Washington chose to tighten its hold on the
country’s purse strings. .
By then, war was looming in Europe, and President Woodrow Wilson

. had a new worry, that a major faction in Dominican politics might try to
- ally their country with Germany. To avert that possibility, he demanded
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from the president, Juan Isidro Jiménez, the right to appoint U.S. Qmmﬂwm
to key posts in the Dominican government and to replace ﬁ.Wo country’s
army with a new US.-trained National Guard. For a =msou. that had
fought so long against Spanish, Haitian, and French occupation, Eo.mo
new conditions were unacceptable. Even Jiménez, é_.._o had been in-
stalled by the United States, rejected them. Wilson Hmﬂ.m:mﬁmm by freezing
the government’s customs revenues. Still, the _uowcwmﬁ:ﬁ H@?m@.a to back
down; thousands of government employees railied behind their leaders
and worked for months without pay. - .

In May 1916, Wilson sent in the marines, dissolved the legislature, im-
posed martial law and press censorship, and jailed bundreds of oppo-
nents. The occupation would last eight long years. It @.35@8&
widespread protests against the United States a:,osmwoﬁ Latin ?BOH-
ica, created deep bitterness in the Dominican population, and radically
altered every sphere of Dominican society. .

Supporters of the occupation point to the many E%Hoéawba @wm
marines brought about-—supervising construction of the .Omﬁcﬂom.zm
most modern highway system, reforming government mumnsbm,. building
hundreds of public schools, and carrying out m:om@mmmc,._ public health
campaigns against malaria, and venereal and wmhomﬂcm; Emmmmmm. But the
building program was financed with more foreign _uoHHoaS.mHm and by new
taxes on property, alcohol, and other. domestic manufacturing. >ba. much
of the early prosperity the country enjoyed was due to the war in mc
rope, which drove up the demand for sugar, tobacco, and other Domuni-
can agricultural products. And no matier how the economy fared,
Dominicans chafed under successive martial law governors .ﬁ&o ruled
them arrogantly in their own country. Even the elite in the cities refused

to cooperate with the occupation army. . .

In the eastern part of the country, around the sugar plantation region
of San Pedro de Macoris and Romana, a half-dozen peasant ‘ombmm
mounted sporadic guerrilla resistance. The guerrillas, led by Martin
Peguero, Ramdn Natera, and Vicente Evangelista, proved mmw?.mﬁ frus-
trating the Americans. Marines dispatched to the area 85550@ 50
many atrocities against the local population that they drove most civil-
ians to the side of the guerrillas.?! .

The infrastructure and health improvements the marines ushered in
did not compare to the profound economic and military changes they set
in motion. Those changes left the country irreversibly dependent on the
United States. In 1919, for instance, a customs law o_uommm.mum country to
imports by declaring 245 U.S. products duty-free, while it sharply low-
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ered tariffs on 700 others. The surge of imports that ensued drove many
local Dominican producers out of business. .

New property tax and land registration acts followed. The land law, in
particular, created tremendous upheaval. Like all former Spanish colonies,
the >ominican Republic’s land tenure system had revolved for centuries
around family-owned mayorazgos. The holdings of individuals were
rarely demarcated from the rest of the family; informal agreements on
land vse predominated. The first land speculators and planters from the
United States found the system an obstacle to the quick buying and sell-
ing of property. So, just as in Texas, California, and other former Spanish
territories, they quickly set about rewriting the land laws. The sugar com-
panies made the first try in 1911, but Dominicans were slow to imple-

- ment the changes, and massive forging of titles and poor records doomed
the effort. But the occupation government was more efficient. The

~marines ordered the immediate registration, surveying, and division of

all communal lands and created a new land court to arbitrate disputes
and administer the law,

As might be expected, the sugar companies hired the best lawyers and
quickly bamboozled or bested thousands of illiterate peasants in the new
land courts. Take the case of the New York-based Barahona Company,
which was organized in 1916, the year of the invasion. By 1925, it had
amassed 49,400 acres, largely from buying communal holdings, and was
the second-largest plantation in the country. The Central Romana mush-

~ roomed in size from 3,000 acres in 1912 to 155,000 acres in 1925.32 By

1924, twenty-one sugar companies controlled 438,000 acres—a quarter
of the country’s arable land. More than 80 percent of it belonged to
twelve U.S. companies.® As land for subsistence farming diminished, sta-
ples had to be imported from the United States and the prices of food
skyrocketed,?

But the sugar boom did not lead to higher wages. Instead of increasing
what they paid their Spanish-speaking workers, the growers shifted to
bringing in English-speaking blacks from Jamaica, the Virgin Islands,
and Turks and Caicos, whom they regarded as more docile and better
suited to their needs than the Dominicans, Cubans, or Puerto Ricans. At
some Dominican sugar mills, the entire workforce became English-
speaking, Many of those migrants settled in the country after the harvest
season, and their descendants inhabit areas around the old mills to this
day. Local residents, angry at how the immigrant blacks siphoned jobs
away from natives, took to labeling them cocolos, a racial pejorative that
still persists in the Caribbean.® Finally, the American planters at Central
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Romana and other giant mills turned to Haitian laborers. Nearly half of
22,000 contraci workers officially imported in 1920 were Haitians, but
some estimates put the number of legal and illegal Haitians during the
harvest season as high as 100,000.

Appalled by the greed of the sugar companies, military governor
Harry S. Knapp protested to the secretary of the navy in 1917:“1 would
greatly prefer to sce the Dominican people, and especially the poorer
classes, brought to the point where they can work a small plot of land on
their own account and leaving the fruits of their labors in Santo
Domingo, than to see great companies come here and exploit the coun-
try, taking out of it immense suins in the form of their profits.”* Knapp’s
complaints were ignored.

The occupation’s other lasting legacy was the national police. As soon
as they landed, the marines set about building a modern force that could
control the population permanently. Unfortunately, once the marines
left, that force copied the same arbitrary methods of the occupation
army. One of the early recruits to the new police force was a former se-
curity guard for one of the sugar companies, Rafael Lednidas Trujillo.
American commanders, impressed with the young man’s intelligence
and leadership ability, promoted him rapidly through the ranks.

In 1920, Republican Warren Harding captured the White House, and
the new president dispatched Sumner Welles, the same diplomat who
would later engineer Batista’s coup, 10 arrange a U.S. withdrawal from
Santo Domingo. Welles antagonized most Dominican leaders with his
heavy-handed meddling in their plans for a postevacuation government
while he was simultaneously lobbying for business contracts for his
friends in the United States, Those contracts saddled the country with
even greater debt than before the occupation.’” It was not until 1924 that
Welles finally arranged the withdrawal of the marines. Once they were
gone, Trujillo, who was notorious for his corruption and ruthlessness,
rose rapidly to commander of the rechristened national army, then was
elected president in 1930 during a campaign in which his soldiers terror-
ized all opponents. At first, Washington was cold to him, but American

diplomats eventually decided his stern methods were preferable to con-
tinued instability. .

For the next thirty years, either as president or through handpicked
successors, Trujillo perfected the most notorious dictatorship in the
hemisphere, running the country as a private fiefdom for his family and
friends. Known throughout the country as El Jefe, or The Boss, his atroc-
ities became legendary. He routinely kidnapped and raped Dominican
women, even the wives and daughters of his subordinates.3® He tortured,
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jailed, or executed thousands, including eighteen thousand Haitians mas-
sacred by his army in October 1937. His spies even tracked down and
Ecamﬁma his opponents in exile. His psychotic cruelty was immortalized
in Gabriel Garcfa Mérquez’'s haunting novel, The Autumn of the Patri-
arch. O.E% when he tried to assassinate the president of Venezuela in
1960 did the U.S. government, hoping to prevent a repeat of Batista’s
overthrow in Cuba, begin to work for El Jefe’s ouster. In May 1961, a
group of his own officers assassinated him with the support of the OWP
{(see chapter 7). _

NICARAGUA

Z_oﬁmmcmcp meanwhile, were living through their own reign of los
Rw&.. In their case, it was the rule of Anastasio Somoza Garcia and his
%mB_E. The Somozas’ reign, like Trujillo’s and Batista’s, had its origins
n an American occupation. Despite the debacle of the Walker wars
Z_omﬂmmnm was a stable and prosperous country at the dawn of the ﬂémb.q
tieth om.cgg thanks to José Santos Zelaya, a popular Liberal who served
as president from 1893 to 1909. On the surface, Zelaya provided the kind
of Faéma-_ooﬁbm, well-managed government other Latin American
m.mﬁoum lacked. He even welcomed outside investment and paid the for-
eign debt on time. But he was also a nationalist, one who handed out lu-
oam:wo commercial monopolies to favored Nicaraguans while refusing
special treatment for foreigners. That brought him into conflict with the
rwu&m_ of U.S. executives who owned extensive banana, mahogany, and
mining concessions in the country. ,
Hrim,,mcbm_wmmmo:m“ all unregulated and untaxed, had been granted by
g.wmw:o leaders in the English-speaking Bluefields section along the At-
iantic Coast before Zelaya came to power. The HoH&mb managers often
quarreled with the central government over new taxes, and in both 1894
and 1899 they fomented unsuccessful anti-Zelaya revolis. Each time, the
U.S. Navy intervened to protect their properties from oonmmnmaos.um
Nw_mwmvm dispute with the Bluefields companies was just the beginning
of his troubles. As we have seen, he lost the transoceanic canal project at
z._w.EH: of the century because he would not give the United States sov-
ma.o_mau\ over the transitway. Then, in 1907, war broke out between
Nicaragua and a coalition of Honduras, Guatemaia, and El Salvador. Ze-
_mwm,m army won several quick victories and occupied Honduras. With
Z_ommmmcm: troops advancing rapidly, the North American banana com-
panies there convinced President Roosevelt to dispatch marines to pro-
tect their plantations. U.S. troops were on the verge of confronting
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Zelaya’s army when secretary of state Elihu Root and Mexican Eomv
dent Porfirio Diaz convinced the Nicaraguan leader to withdraw. Their
peace talks ended with the establishment of a Central American Court
of usmﬂom to mﬂgqm:m future conflicts.®® The war, however, ‘had Hmwmoa
ﬁoéom|5¢or to the m_mooEmoﬁ of US. officials.

After William Howard Taft succeeded Roosevelt, Taft’s secretary of
state Philander Chase Knox fashioned a new policy for the Caribbean.
Historians dubbed it “dollar diplomacy.” Knox, one of the best corporate
lawyers of his day, was no stranger to Latin America. He had spent time
in Panama and Cuba, and his former law firm represented the Fletcher
family of Pittsburgh, which owned two major Nicaraguan firms, the
United States and Nicaragua Company, and La Luz and Los Angeles
Mining Company. .

Knox’s idea of financial reform was to set up customs receiverships in
the region, and to replace European investment bankers, who held most
of Central America’s debt, with U.S. companies. To accomplish those
ends, Knox did not scoff at calling in the marines. # He immediately de-
cided Nog\m was an obstacle. After losing the canal project, Zelaya had
embarked on his own vision for a transit route across Nicaragua—a rail-
road that would unite the west coast to the isolated Atlantic region. He
cut a deal with a German firm to build the railway and secured a
$1.2 million loan from a British-French syndicate. Such financial inde-
pendence irked not only Knox but also the banking houses of Brown
Brothers, J. W. Seligman, and J. P. Morgan and Company, all of which
were seeking a slice of the Central American loan business. In 1909, Juan
Estrada, a Liberal Nicaragnan army officer, and Conservative Emiliano
Chamorro rebelled against Zelaya. By then, sensational American news-
paper accounts had begun vilifying the charismatic president as a
butcher and tyrant, creating ihe first El Jefe stereotype among the Amer-
ican public.¥

The Estrada rebellion against Zelaya, like that of Amador and Bunau-
Varilla in Panama, was hardly homegrown. It was planned in New Or-
Jeans and financed by U.S. companies through Alfonso Diaz, an
executive of the Fletchers” Los Angeles Mining Company.* Scores of
Anglo soldiers of fortune joined the rebels as advisers, in a throwback to
the old filibuster revolts of the nineteenth century. Among the merce-
naries were Godfrey Fowler, an active-duty captain in the Texas National
Guard; Leonard Groce, who had been mining in Central America for
years; and Virginia-born businessman Lee Roy Canon. Shortly after the
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rebellion started, Nicaraguan troops captured Canon and Groce as they
were trying to dynamite a troop boat. Zelaya had them court-martialed
and sentenced to death. That was all the excuse Taft needed to break

* diplomatic relations and launch a campaign for Zelaya’s ouster. The U.S.

pressure quickly forced his resignation, but the crisis ended only when
Estrada and Diaz, Washington's choices, gained power in 1910.

The new leaders dutifully carried out all the “reforms” Knox wanted,
They refinanced Zelaya’s old English-French debt through Brown Broth-
ers and Seligman, they installed a U.S. overseer to collect customs duties,
and they invited American troops into the country. In the process, they
also looted the treasury.* By the middle of 1912, the two Wall Street
firms controlled the new National Bank of Nicaragua (chartered in Con-
necticut), and the Pacific Railroad (incorporated in Maine). Zelaya’s
own dream of uniting eastern and western Nicaragua by rail line died
with his ouster.*® For the next thirteen years, a small force of marines re-
mained in the country as Washington and Wall Street dictated the coun-
try’s financial affairs.

The marines left in 1925 but were forced to return the following year
when a new civil war erupted. This time, General Chamorro was trying to
reinstall Diaz to power over Liberal Juan Sacasa, who had won the pre-
vious year’s election. The marines claimed neutrality but threw their sup-
port to Diaz after peasants in the countryside took up arms to bring the
popular Sacasa back to power.*® The peasant revolt lasted seven vears,
and it turned rebel leader Augusto César Sandino into a legend. Hun-
dreds of volunteers from other countries joined Sandino’s army, as it re-
peatedly eluded both government forces and the six thousand marines
sent by Washington. When those soldiers bombed and machine-gunned
to death some three hundred unarmed men, women, and children in a
massacre at Ocotal in July 1927, public sentiment in the United States
turned against the war occupation.*’ The marines hung on on until the
Nicaraguans elected Sacasa president once again in 1932, whereupon
public protests forced their withdrawal.

Sandino thenrode triumphantly into Managua and embraced Sacasa

at the presidential palace. It was the first time the United States had
faced defeat in Latin gwﬁnm and our leaders would not forget it. Be-
fore mmﬁwﬁam“ the marines managed to train a new National Guard and
install its English-speaking commander, Anastasio Somoza Garcia. So-
moza’s soldiers ambushed and executed Sandino two years later. The as-
sassination, according to several historians, had the secret backing of
Ambassador Arthur Bliss Lane.*® Somoza wasted little time in ousting
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Sacasa and turning Nicaragua into his personal fiefdom. After Somoza,
his two sons succeeded him as the country’s strongmen, assuring Somoza
family control right up to the Sandinista revolution in 1979.

What propelled our government to assume this role of regional police-
man throughout the Caribbean and Central America in the early twenti-
eth century? Some historians argue that prior to World War I, our
leaders genuinely feared that the Germans or other Europeans would
establish beachheads near U.S. shores. But even after World War I ended
and left the United States the unquestioned power in the Caribbean, the
interventions continued.

Others point to the crush of U.S. bankers and businessmen who loaned
money to Latin American governments, much of it on unsound ventures.
National City Bank opened the first Latin American branch of a U.S.
bank in Argentina in November 1914; five years later, it had established
forty-two branches.® U.S. firms floated some $2 billion in Latin Ameri-
can government bonds during the 1920s, most of it in Mexico, Central
America, and the Caribbean. Once those loans were made, the bankers
expected the marines to protect their investment. 50 But then came the
‘Wall Street Crash. Beginning with Bolivia in 1931, every Latin American
counfry except Haiti defaulted on its loans. U.S. investors Bﬁmmﬁnm from
the region throughout the Depression years.

Whatever the reason for those early interventions, Franklin 1. Roo-
sevelt’s election to the presidency brought a new approach to Latin
America. Overt bullying from Washington and military occupations
largely ended. Instead, American diplomats in the region sought to con-
trol-events through pliant pro-U.S. dictators who were expected to main-
tain order. The mid-1930s and the 1940s thus became the heyday of los
jefes. Except for a few, their names are almost unknown to the s,
‘public. But to their countrymen, they represent lost decades so mzoa
with horror and darkness that some nations are only now recovering.*!
Such was the period not only of Trujillo, Batista, and the Somozas, but
of Guatemala’s Jorge Ubico Castafieda, El Salvador’s Maximiliano
Herndndez Martinez, and Honduras’s Tiburcio Carfas Andino. What
seemed to unite them all was their ability to curry favor with Uncle Sam,
first as allies against fascism during World War IL, then as dependable
anti-Communists in the late 1940s and 1950s.

Following the war, North American companies that resumed invest-
ment in the region invariably saw los jefes as dependable strongmen who
offered welcome stability after decades of unrest. Direct U.S. investments
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“tripled in Latin America between 1955 and 1969, mostly from mining,
‘petroleum, and manufacturing, and profit margins skyrocketed. Between
<1950 and 1967, for instance, new U.S. investment in Latin America totaled
less than $4 billion, but profits were nearly $13 biilion.®

- This soaring commerce and the rise of a Communist bloc in Europe
“and Asia brought with it a renewed determination by Washington to con-
-trol its Latin American backyard. Wherever social democratic or radical
‘leftist regimes came to power and threatened the business climate for
U.S. companies, Washington responded by backing right-wing opponents
to overthrow them. In 1954, the CIA helped oust the liberal reform gov-
ermment of Jacobo Arbenz in Guatemala.’* In 1961, the agency orga-
nized the failed Bay of Pigs invasion of Cuba. Four years later, the
‘marines invaded the Dominican Republic again, just as rebels loyal to
‘the democratically elected president Juan Bosch were about to defeat a
" group of generals who had ousted Bosch in a coup two years before. Sim-
ilar scenarios emerged in Chile under Salvador Allende, in Peru under
Juan Velasco Alvarado in the 1970s, and in Nicaragua under Sandinista
leader Daniel Ortega in the 1980s. When all else failed, our leaders re-
sorted to direct invasion, as with Grenada in 1983 and Panama in 1989,
But as US. capital increasingly penetrated Latin America during the
. century, something else began to happen: Latin American labor headed
~north. More than a miltion people, one-tenth of Mexico’s population, mi-
grated to the Southwest between 1900 and 1930.5° Some fled the chaos
and repression of the 1910 revolution, but many were recruited as cheap
labor for the railroads, mines, and cotton and fruit farms out West.

The Santa Fe and Southern Pacific, for instance, enlisted sixteen thou-
sand Mexicans in 1908 for their lines. Henry Ford brought several hun-
dred Mexicans in 1918 as student workers to Detroit, so that by 1928,
- there were fifteen thousand Mexicans living in the Motor City."¢ In 1923,
- Bethlehem Steel contracted a thousand Mexicans to work in its Pennsyl-
vania mill. That same year, National Tube Company brought thirteen
- hundred migrants from Texas to work in its plant at Lorain, Ohio.”’
- Great Western Sugar Beet Company brought more than thirty thousand
Mexicans to the Colorado beet fields in the 1920s and 1930s. The Min-
nesota Sugar Company offered transportation, housing, and credit to
Mexicans to migrate to that state. By 1912, there was a Mexican colonia
in Saint Paul.’® Similar contracting occurred in Michigan and Kansas.
After World War II, the trickle of migrants became a torrent, begin-
ning with the Puerto Ricans in the 1950s, and followed by the Cubans
and Dominicans in the 1960s, the Colombians in the 1970s, and the
Central Americans in the 1980s. The migrations came from the same
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Caribbean countries our soldiers and businessmen had already pene
trated, cowed, and transformed. But each country’s diaspora, as we shall
see, was markedly different. Different in class makeup. Different in cus
toms. Different in where and how they settled, and in how America re-:
sponded to them. Their separate odysseys were as rich in experience and |
as varied as those of the English, Irish, Italians, and Poles who came be-
fore them. Yet, they shared one bond that other waves of immigrants had .
not—a common [anguage.

Toward the end of the twentieth century, those Latin American new-
comers started to transform this country in ways no one had expected.
Anglo congquest had boomeranged back to U.S. shores.
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