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Why Grenada Was Important

Alberto R. Coll

G renada was important for the same reason that the Third World is
important. It has become fashionable among some analysts to
downplay the importance to the United States of the Third World in general
and of small Third World countries such as Grenada in particular. According
to this viewpoint, the United States should have a clear list of “vital
interests.”” Atop that list, in descending order of priorities, would be Western
Europe and Japan, China, the rest of the Far East, the Middle East, and then at
the bottom, and implicitly out of the appropriate reach of American
intervention, the Third World and places like Grenada. The problem with
this approach is that it gives away the store rather too easily. It is far better for
the United States to consider all regions of the world important, even while in
our policy decisions we may allocate different degrees of resources and
attention to them, than to draw a specific list of vital and non-vital interests
which may send the wrong signals to Moscow about our concern for Soviet
expansion around the globe. One should not forget Dean Acheson’s
unfortunate exclusion of South Korea from America’s defense perimeter ina
speech in June of 1950, followed a few weeks later by North Korea's invasion.

In the world of 1987, Grenada and even a faraway country such as Chad
constitute, if not vital, important interests. To ignore them or to downplay
the significance of their surrounding regions falling under Soviet domination
or influence is shortsighted. One of the long-term goals of Soviet strategy is to
create a number of regimes throughout the Third World with substantial
political and military ties to Moscow that can serve as stepping-stones for the
further spread of Soviet influence and power. While Chad itself may not be
vital, itis important to the degree that it can serve as a stepping-stone for the
further spread of Sovietinfluence and power to places like Sudan, Somalia,
and Egypt. And while Grenada itself could be ridiculed as a small island,
even though its location in the Caribbean makes it strategically valuable, it
also was important as a stepping-stone to the further spread of Soviet
influence and power to other countries in the region. Should the United
States ignore this dynamic of Soviet strategy, it could easily wind up in 50
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or 60 years with Western Europe, Canada, Japan, and a few other states on its
side, but vast regions of the Third World lost to American influence and
under heavy Soviet control.

Soviet “Gradualistic Opportunism”

Throughout the Third World, including the Western Hemisphere, the
predominant Soviet strategic approach, since the early 1970s, has been what I
call “‘gradualistic opportunism’: the long-term, cautious but relentless
expansion of Soviet influence and power whenever the opportunities present
themselves. Gradualistic opportunism is subtle and dangerous. It avoids direct
challenges to high-profile U.S. strategic interests that might trigger a tough
American response. Thus, the Soviets carefully avoid threats against the
Panama Canal, and seem to pay heed to U.S. warnings against stationing
nuclear missiles in Cuba or MIG-23s in Nicaragua. Deprived of a single
sufficiently powerful justification for responding to Soviet actions, successive
American administrations have watched helplessly as the Soviets have slowly
turned Cuba into a massive fortress behind which Castro is free to sponsor
subversion and revolution throughout the hemisphere, as the Soviet naval
presence in the Caribbean grows, and as Nicaragua becomes another pro-
Soviet military fortress and focus of subversion in Central America.

A key instrument of Soviet strategy in the hemisphere, and the single most
important outside player in the Grenadian experiment with Leninism, is
Cuba. The critical dynamic of Cuban foreign policy is Fidel Castro, his
powerful personality, and his self-image as a “‘world-historical” figure
entrusted by fate with the mission of expelling the hated United States from
Latin America. Castro also knows that only by casting himself as an enemy of
““Yankee Imperialism'’ and making himself uniquely useful to Moscow can he
receive the inordinate amounts of economic and military support that have
enabled him to accomplish what few dictators have done in the twentieth
century, to remain in power for nearly three decades. Castro’s policies in the
hemisphere have a distinct and valuable complementary fit with the goals of
Soviet strategy: the relentless pursuit of political and covert military warfare
against U.S, allies and friends for the purpose of weakening American power
and influence, ceaseless political and psychological warfare against the
United States itself, the promotion of Marxist revolution, and the nurture of
Leninist pro-Soviet regimes.! Moreover, because of its linguistic, cultural,
and racial affinities with much of the Western Hemisphere, Cuba is a far
more effective agent of these policies than the Soviets themselves can ever
hope to be.

In Grenada and the rest of the Caribbean, tremendous opportunities for
Soviet and Cuban strategy have opened up ever since Great Britain abdicated
its colonial responsibilities in the 1960s and 70s, withdrawing its presence
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from the drea. Most of the newly independent mini-states are hardly self-
sufficient economically; their budding parliamentary political systems are
susceptible to demagoguery, corruption, and violence; and their military
weakness makes them highly vulnerable to outside subversion. It is in this
broad context of Soviet gradualist strategy and the vacuum created by the
withdrawal of British power that the events of Grenada in 1979-1983 are best
understood.

The Beginnings of a Leninist Dictatorship

The New Jewel Movement was founded in the early 1970s as a coalition of
populist, nationalist and Marxist groups, but after 1974 it took a clear
Marxist-Leninist orientation. Its two principal figures were Maurice Bishop,
a charismatic young lawyer born into a prominent Grenadian family and
educated at the University of London, and his future rival, Bernard Coard, a
highly orthodox Marxist-Leninist theoretician with a graduate degree in
economics from Brandeis University. Both believed that the New Jewel
Movement should become a classic Leninist “‘vanguard party”’ through which
a small cadre of intellectual revolutionary leaders would awaken the oppressed
Grenadian masses and lead them to a radical transformation of society.

In 1979, Bishop had his opportunity. Since becoming independent, Grenada
had been ruled as a parliamentary democracy by Sir Eric Gairy, founder of
the Grenadian Labor Party and one of the leaders of the movement for
independence from Great Britain. After coming into power, Sir Eric had
become increasingly corrupt and heavy-handed. In imitation of the Duvaliers’
dreaded “Tonton Macoutes,” he created his own special Praetorian Guard,
the vicious ‘““Mongoose Gang,” to help him stay in power—one of its earliest
victims was Bishop’s own father, whom it murdered. Gairy also became
fascinated with UFOs, and in March of 1979 he traveled to New York to
deliver an address on the subject at the United Nations. While he was away,
the New Jewel Movement took over the government ‘with hardly any
opposition from Grenada’s miniscule security forces.

Immediately after its coup, the New Jewel Movement set up an alliance of
convenience with the middle class, while simultaneously working behind the
scenes to establish a Marxist-Leninist dictatorship.2 As part of this dual

strategy, Bishop appointed several prominent businessmen to such “soft”

Cabinet posts as the Ministries of Tourism and Aviation, to convey to the
Western World a pluralist image. The key posts of Interior, Defense, and
Education went to committed Party members. The economy was gradually
centralized, with the eventual objective of nationalizing all agriculture and
transforming it into a collectivized system along Soviet lines. Political control
and repression werc increased systematically. A massive campaign of
indoctrination and ““re-cducation’ was launched to alter popular values and

-- NOILIQYd ‘I¥IOddS

L86T YHHWHAON LT



Coll 7

attitudes, and create a new “socialist revolutionary’’ consciousness supportive
of the regime. Aware that in Grenada, a heavily religious country with over
80 percent an active, believing population, the Christian Church would
present problems, the New Jewel Movement requested Cuba to send a team
of experts to advise Grenadian Party leaders on how to deal with it. After a
detailed study, the Cuban delegation recommended a two-pronged strategy.
Church leaders were to be closely surveilled, their phones tapped, their
sermons monitored; at the same time, the regime was to cultivate links with
Christians sympathetic to socialism or to the New Jewel Movement, and
whenever possible, send groups of them on visits to Cuba to impress them
with how well the Castro government supposedly got along with the
Catholic and Protestant Churches. The second prong of the strategy had an
international connection in that the New Jewel Movement also was advised
to nurture links with Christians in the United States and Western Europe
having pro-Marxist and pro-liberation theology leanings, so as to reinforce
the perception that it had a positive attitude towards Christianity.?

The Militarization of Grenada

For Grenada’s small neighbors and the United States, the most menacing
aspects of the Bishop regime were its militarization of the island and its ties
with the Soviet bloc. When the U.S. invasion took place in October of 1983,
the following items had already been delivered or were on order from the
Soviet bloc:4

10,000 assault and other rifles.

4,500 submachine and machine guns

11.5 million rounds of 7.62mm ammunition

294 portable rocket launchers with more than 16,000 rockets

84 82mm mortars with more than 4,800 mortar shells

12 75mm cannon with 600 shells

15,000 hand grenades, 7,000 land mines

150 radio transmitters

160 field telephone sets

23,000 uniforms

The weapons found on the island in October of 1983 were sufficient to
equip a 10,000-man army, and documents captured by U.S. forces revealed
plans for an army of 4 Regular battalions and 14 Reservist battalions. Such a
projected army would have put between 15 and 25 percent of Grenada'’s

population under arms and made it perhaps the world’s most militarized state.
All these figures are best put in perspective if one recalls that Grenada’s
population was barely over 100,000, with about half of the people under the
age of 15.5 Moreover, Grenada’s closest Organization of Eastern Caribbean
States (OECS) neighbors, St. Vincent and St. Lucia, had no military forces at
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all, and the remaining Caribbean mini-states had only small police or military
contingents numbering a few hundred each.

As Prime Minister Tom Adams of Barbados was to explain after the
U.S.-OECS invasion: “The discovery of a sufficient store of ammunition to
kill everyone in the Caribbean and of weapons and equipment not only of
defensive but with offensive capacity will surely raise the question of the past
government’s intentions. Why did Grenada need motorised rubber landing
craft? What would it have done with the 50 Armoured Personnel Carriers it
had agreed to obtain from the Soviet Union, a number probably greater than
that possessed by all the CARICOM armies combined? . . .

“Grenada, already under Bishop one of the perhaps dozen most militarised
states in the world in terms of population under arms, would have become the
most militarised if plans to expand the PRA had gone through in terms of
agreements already signed. Can all these factors be ignored in assessing the
threat posed to Eastern Caribbean countries, against which their Treaty
entitles them to defend themselves?’*

The extensive network of secret agreements with the Soviet bloc, discovered
after the invasion, surprised most Western observers. Cuba was to provide
manpower, especially semi-skilled personnel for the construction of the Point
Salines airport, and numerous political advisors to assist the NJM in building its
dictatorship. The U.S.S.R. was to provide technical and military equipment.
East Germany, capitalizing on its well-known specialty in the fields of
intelligence and “internal security,” undertook to create a first-rate Grenadian
security service, complete with the latest communications and wire-tapping
equipment; as part of the agreement, East German technicians were to
overhaul and modernize the country’s entire telephone system. Meanwhile,
Czechoslovakia would send explosives; Bulgaria, uniforms; Hungary, medical
kits and equipment; North Korea, small arms and some construction personnel.
North Vietnam, with the considerable expertise it gained in its treatment of
American POWSs and the forced “re-education” of millions of South
Vietnamese since 1975, was to provide consulting services on dealing with
recalcitrant elements and “re-educating” the Grenadian “masses.”

Finally, of course, there was the huge airport under construction at Point
Salines, which when fully operational would have been capable of handling
the largest military aircraft in the Soviet and Cuban arsenals. It had a clear
economic dimension, for it would have enabled Grenada to entice those
Western European and American tourists whose foreign exchange it badly
needed. But the NJM also saw it as a magnificent military asset that would
enhance Grenada’s value to Cuba and the Soviet Union. There is little doubt
that eventually the airport would have been used regularly by Cuban and
Soviet aircraft, making the United States’ overall strategic position in the
eastern Caribbean far more vulnerable.

-— NOILIJdI TIVIDIAS
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Grenada'’s Foreign Policy

Curious for a country of Grenada’s miniscule size and geographical
location away from the major crossroads of international politics, the NJM
launched an activist, global foreign policy it described as “proletarian
internationalism.”” Its four key components were close political and military
identification with the U.S.S.R, Cuba, and Nicaragua; support for pro-
Soviet, Marxist political movements in the Caribbean and beyond; a strong
anti-Israeli stance combined with the assiduous pursuit of the goodwill of
Arab states, especially Libya and Syria; and cultivation of economic ties with
Western Europe, Canada, and the United States, in the hope that capitalist
money in the form of tourism, trade, foreign aid, and international loans
might be tricked into financing the ongoing Leninist revolution.

While aligning itself politically with the West’s enemies, the Bishop
regime tried to secure Western economic cooperation. It exploited Grenada’s
ties to Great Britain as a member of the Commonwealth and a former colony
to seek British technical and economic aid, and similar support from Canada
and the European Economic Community (EEC). Moreover, the NJM took
advantage of reservoirs of anti-Americanism in the United Kingdom and the
rest of Europe to portray itself as a beleaguered victim of American
imperialism.

Within the United States itself, the NJM was successful in developing a
strong pro-Bishop lobby. Among the captured ‘“‘Grenada Papers™ is a
telephone book containing the names of valuable contacts and trusted
supporters in the United States; it is one of the few items not released to the
public, supposedly to protect the privacy of those involved. A top assistant to
Rep. Ronald V. Dellums (D-Cal.), Ms. Barbara Lee, sent reports on the
activities of anti-Communist Grenadian political dissidents in the United
itates to the NJM. Bishop sympathizers with access to influential black
sroups such as the Black Caucus and Transafrica played a role in the
nvitation which both of these organizations extended to Bishop to visit the
United States.”

The Bishop regime eventually learned what North Vietnam learned in the
1960s: that the Achilles heel of U.S. foreign policy might be the open nature of
American society and, in particular, the news media. As Maurice Bishop
prepared to depart on his trip to the United States in June of 1983, he was
briefed by Gail Reed, the U.S.-born wife of Cuba’s Ambassador to Grenada,
Julian Torres Rizo, who obviously knew the United States quite well.8 On the
basis of her advice, Bishop portrayed himself quite successfully to the U.S.
media as a populist social reformer eager for American friendship and
tourists. Following Ms. Reed’s advice, Bishop also contacted, immediately
upon his arrival in Washington, Ramon Parodi, head of the Cuban Interests
Section, who advised him extensively on the bureaucratic ins-and-outs of the
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National Security Council in preparation for his meeting with National
Security Advisor William P. Clark and Under Secretary of State Kenneth W.
Dam.

Was Bishop’s meeting with the National Security Advisor indicative of a
desire to loosen the ties with the Soviet Union and move closer to the United
States? There is no evidence to support such speculation, but much to suggest
that it was a tactical move designed to give his regime some badly needed
economic and political breathing space, both domestically and internation-
ally. Within Grenada the economic situation was deteriorating, the regime’s
popularity was sagging, and members of the ruling Politburo were beginning
to suggest that Bishop himself was to blame for the revolution’s stalling. More
than ever before, Grenada needed American tourists and, as a precondition
for this, a better image in the United States. A derente with the Reagan
administration would serve these purposes, and might even lead to the United
States dropping its opposition to International Monetary Fund (IMF) loans to
Grenada. In his meetings with U.S. officials, Bishop pressed for the
“normalization of relations’ and exchange of ambassadors.® The Reagan
administration was understandably cool to these overtures. As both Clark and
Dam told Bishop, actions were more important than words, and Bishop had
taken no action to indicate a genuine desire to move away from the Soviet
bloc. The “normalization” of relations for which Bishop was so eager would
have sent the American people the wrong signal; it would have suggested, as
Bishop and his comrades were counting on it to do, that there were no
dangerous developments in Grenada of serious concern to the U.S. national
interest. Bishop’s proposals were a one-way street which would have enabled
him to continue his pro~Soviet course and his militarization of the island, with
the added benefits of IMF loans and U.S. tourists and trade.

Grenada'’s Relationship to Soviet Strategy

The Soviet Union’s strategy of *‘gradualistic opportunism” in Grenada was
cautious. Having been as surprised as the United States by the ease with which
Bishop came to power, the Soviets quickly realized the character of Grenada
as a low-risk investment with tremendous potential for a large payoff. Had
Bishop or his successor, Bernard Coard, completed the island’s militarization
and consolidated a Leninist regime, it would have become very costly for the
United States to destroy it, and the Soviets would have acquired a most
valuable client state in America’s strategic backyard at a very low cost.
Aware of American sensitivities, the Soviets proceeded carefully, shipping
the bulk of their military supplies through Cuba, counting on other East bloc
surrogates to supplement their own assistance, and avoiding unnecessarily
alarming gestures that might have given the Reagan administration
justification for a tough response. Thus, when Bishop visited Moscow in April
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of 1983, Yuri Andropov made a point of not seeing him, much to the Grenadian’s
annoyance. The Soviets also explicitly did not provide financial aid towards the
construction of the airport, with Foreign Minister Gromyko agreeing with the
Grenadians on the obvious advantages of getting the IMF or another Western
source to pay for it. The Soviets clearly downplayed state-to-state links with
Grenada, preferring what they called “party-to-party ™ relations. The latter were
a subtler, more discreet mechanism than the former, insofar as they received less
attention from the international media, yet, given the Party’s control over the
State, they were equally effective as an instrument of foreign policy.

In a most revealing report to the NJM leadership dated 11 July 1983, Grenada’s
Ambassador to the U.S.S.R., W. Richard Jacobs, explained: “The Soviets have
been burnt quite often in the past by giving support to Governments which have
either squandered that support, or turned around and become agents of
imperialism, or lost power. One is reminded of Egypt, Somalia, Ghana and Peru.
They are therefore very careful, and for us sometimes maddeningly slow, in
making up their minds about who to support. They have decided to support us for
two main reasons. 1. Cuba has strongly championed our cause. 2. They are
genuinely impressed with our management of the economy and state affairs in
general,”0

The Ambassador went on to articulate what must have been in the minds of

other top NJM leaders: in order to receive from Moscow the economic support
and political attention they craved, they would have to become valuable as a
force for drawing other states and revolutionary groups into the Soviet orbit:
“By itself, Grenada’s distance from the USSR, and its small size, would mean that
we would figure in a very minute way in the USSR’s global relationships. Our
revolution has to be viewed as a world-wide process with its original roots in the
Great October Revolution. For Grenada to assume a position of increasingly
greater importance, we have to be seen as influencing at least regional events.
We have to establish ourselves as the authority on events in at least the English-
speaking Caribbean, and be the sponsor of revolutionary activity and progressive
developments in this region at least. . . . The twice per year meetings with the
progressive and revolutionary parties in the region is therefore critical to the
development of closer relations with the USSR. In order to keep both the
Embassy and the Soviets informed of the outcome of such meetings, perhaps a
good model would be for a member of the CC [Central Committee] to pay a visit
to the USSR after each such meeting. The mission of such a person could without
difficulty be mixed with other activities. We must ensure though that we become
the principal point of access to the USSR for all these groups even to the point of
having our Embassy serve as their representative while in the USSR.™t!

The Soviets, presciently as it turned out, worried about those Caribbean
states that were alarmed by Grenada's course, and the possibility of a regional
military effort against the Grenadian regime. Both the Soviets and the
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Grenadian Ambassador agreed that the best way to neutralize such a threat
would be through the classic tactics of peaceful coexistence, non-aggression
pacts and other conciliatory diplomatic overtures. One should remember
that this diplomatic offensive was to be pursued in tandem with a strategy of
support for revolutionary and antidemocratic movements in those same
countries whose governments were to be reassured of Grenada’s friendly
intentions: “‘Equally important is our relationship with those neighbours who
the Soviets regard as our potential adversaries. We have not been making a
big deal of the Regional Defence Force but the Soviets never fail to mention
that to their mind this is one of the most serious future dangers that we face. It
is perhaps possible to use the CC [Central Committee] on some kind of
good-will mission to the other islands as a preliminary to the signing of some
type of treaty of Friendship and Co-operation with them. It seems to me too,
that we need to maintain a high diplomatic profile in these islands.""12

The Ambassador pinpointed two countries, which because of their.

economic weakness and political instability, would be vulnerable to efforts on
Grenada’s part to push them into a closer alignment with the Soviet Union:
“Of all the regional possibilities, the most likely candidate for special
attention is Surinam, If we can be an overwhelming influence on Surinam’s
international behaviour, then our importance in the Soviet scheme of things
will be greatly enhanced. To the extent that we can take credit for bringing
any other country into the progressive fold, our prestige and influence would
be greatly enhanced. Another candidate is Belize. I think that we need to do
some more work in that country.’”3

One of the ways in which the Soviets applied in Grenada the lessons they
learned in Egypt, Somalia, and Peru in the 1970s was by pursuing a policy of
“multiple channels.” Instead of relying exclusively on Bishop, they cultivated
ties with Bernard Coard and other NJM leaders as well. They also pressed the
NJM to “institutionalize” its rule through a well-organized Party that would
control effectively the key instruments of power. If Bishop ever decided to
sever the Soviet connection, as Sadat of Egypt or Barre of Somalia had done,
or if he became incapable of consolidating a pro-Soviet dictatorship in
Grenada, the Soviets would then have “multiple channels”’ through which to
exert their influence and still achieve their objectives. The Soviets clearly
were more comfortable with Coard than Bishop. Because of his charisma and
popularity, Bishop was bound to feel less dependent for his power on the
U.S.S.R., and hence be less reliable from the Soviets’ viewpoint, than a dour
apparatchik such as Coard.4

As Grenada's economic troubles mounted during the late summer of 1983, and
popular dissatisfaction with the revolution increased, a bitter power struggle
broke out among the top NJM leadership. Coard successfully outmaneuvered
Bishop at the Party’s Central Committee meeting on 12 October and had
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Bishop stripped of the office of Prime Minister and placed under house arrest.
While no evidence of direct complicity has surfaced, the Soviets did not seem
displeased with the turn of events. Bishop himself, in his last days, spoke with
great fear of an “‘Afghanistan Solution” and an “Afghan line.”s On 19
October, after a group of his followers freed him from his home, Bishop led
the crowd to Fort Rupert, where they seized a vast store of weapons and
began to make preparations to retake the government. The counter-coup,
however, was ruthlessly cut short by Bernard Coard and his loyal ally,
Hudson Austin, commander of Grenada’s armed forces, who dispatched
troops and several Soviet-built armored cars to the Fort. After firing
indiscriminately on the crowd, Coard’s forces captured Bishop and his closest
followers and executed them on the spot. Several hundred other Grenadians
were also killed or wounded. A 24-hour, “‘shoot-on-sight” curfew was
proclaimed, and all travel and communication links with the outside world
were cut off. Six days later, on 25 October, the United States and several
members of the OECS invaded Grenada.

Lessons for the Future

Before addressing the long-term strategic and political lessons of Grenada,
it is important to note some of the immediate implications. A radical,
pro-Soviet regime was removed from the heart of the Caribbean. The Soviet
bloc was humiliated, and Cuba reined in; on 26 October, Surinam'’s
strongman Desi Bouterse ordered over 100 Cuban advisors out of his country.
The successful U.S. action dealt a psychological blow to Castro and to
pro-Castro political movements throughout the Caribbean. Given the almost
mystical significance which Marxist-Leninists ascribe to “‘the correlation of
forces™ and “‘the tide of history,” it was appropriate to sow doubts about
whether history was on the side of Castro and the Soviet Union. Moreover,
the United States sent the U.S.S.R. a long-overdue signal of its continuing
strategic concern over Soviet penetration in the Caribbean.

The long-term lessons are also significant.

The Importance of Timely, Decisive Action. The bloody events of 19-25
October provided the United States and its Caribbean allies with a “window
of opportunity.” In international politics, time is often of the essence. It was
important to act while the memories of the Coard faction’s atrocities were
still fresh, and the regime was weak and unsure of itself. Had the United
States waited, this “‘window of opportunity’” would have contracted and
eventually disappeared.

The Usefulness of Selectively Applied, Overwhelming Military Force as a Regular
Instrument of American Foreign Policy. The invasion may not have comported
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with a strict reading of Defense Secretary Weinberger’s standards for the
use of force insofar as Grenada was not a ‘‘vital national interest.”’16 Yet, if
one keeps in mind the dynamics of the Soviet strategy of ‘“‘gradualistic
opportunism’’ it is apparent that, given its low cost, the invasion was an
appropriately selective, flexible use of military power which yielded
important benefits to the United States and its allies in the Western
Hemisphere.

Moreover, this time, unlike the Bay of Pigs fiasco, the United States set out
from the start with overwhelming force for the purpose of incapacitating the
adversary’s forces. This Clausewitzian strategy obviously worked. As
Harvard analyst Samuel Huntington has observed, the use of overwhelming
force meant that no amount of tactical errors and shortcomings on the part of
U.S. forces would endanger the ultimate achievement of U.S. objectives.”

The Difficulty of Dealing with Pro-Soviet Leninist Regimes in the Third
World. Had the NJM not committed the rather unusual mistake of
cannibalizing itself, it is likely that today the United States would face a
heavily armed, pro~Soviet Grenada, actively drawing other states and
political movements in the region towards the Soviet Union. Since the
United States cannot count on always having the same good fortune it had
in Grenada, it has to take seriously the difficulties posed by such regimes
and look for ways to overcome them. First, the United States must realize
the near impossibility of co-opting pro-Soviet Leninist regimes through
economic instruments. Unlike many Western statesmen, Bishop and his
comrades believed in the primacy of politics over economics. While eager
for economic aid from the EEC, the United States and the IMF, they were
determined to prevent those economic relations from altering their
political and military alignment with the Soviet bloc. Nor were they about
to allow economic ties between the West and Grenada to erode their
domestic political dictatorship.18

Second, these regimes are most skillful in the realm of propaganda, public
diplomacy, and psychological warfare. The success with which Bishop
portrayed himself in the U.S. and Western European media as a populist
reformer is illustrative of this, as were Grenada’s efforts to “‘normalize”
diplomatic relations with the United States and its Caribbean allies while it
was covertly pursuing pro-Soviet policies in the region.

The Need for a Long-term Political and Economic Strategy in the Caribbean. The
NJM’s 1979 coup was made possible by two factors common to all the
Caribbean states: economic weakness and political instability. These
problems continue to afflict Caribbean societies, including Grenada, where in
the free elections held in 1984 Sir Eric Gairy won a disturbingly large
minority of the popular vote (30 percent). The United States needs a coherent
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economic strategy to help promote economic development in the region. The
further opening of American markets to Caribbean goods contemplated in
President Reagan'’s Caribbean Basin Initiative is only a hesitant preliminary
step that needs to be complemented by other, more active initiatives. Among
these could be technical programs aimed at building an adequate infrastruc-
ture of roads, airport and shipping facilities, schools, and hospitals. This
infrastructure, in turn, would enable the islands to attract foreign investment
and tourism, and develop their economies. The current high unemployment
rates throughout most of the Caribbean island states are a persistent invitation
to political demagoguery and instability.

In addition, the United States needs an active political strategy to promote
the strengthening of the still fragile democratic institutions and practices
bequeathed to the English-speaking Caribbean states by England. Through
the National Endowment for Democracy, the U.S. Information Agency, and
private sector organizations such as the American Bar Association, the
United States can play a constructive role in encouraging pro-democratic
political forces in the Caribbean which, over the long term, represent the best
deterrent against a future repetition of the Grenadian tragedy.

The Importance of Maintaining the United States’ International Economic Power
and Influence. American strategy in the 1980s and 90s needs to be cognizant of
what [ would term the Eisenhower Doctrine: the view that American
national security and influence in world affairs depends as much on economic
as on military power. This is as true in 1987 as it was in 1952. One of the
United States’ most effective weapons against Bishop was the use of
American influence in multilateral economic organizations such as the IMF to
deny Grenada the loans it badly wanted. It played no small role in the regime’s
economic difficulties and the internecine struggle to which such difficulties
eventually propelled it.

Looking to the future, the United States should strive, as part of its overall
global strategy, to maintain its domestic economic strength and the influence
in international economic institutions that derives from such strength. This
means several things. Firstly, the growing needs of the military budget should
not be addressed without regard for its impact on the federal budget deficit
and the relationship of that deficit to the economy’s competitiveness and
strength. Difficult decisions will be called for to balance carefully the
requirements of military readiness with the need for a sound national
economy.

Secondly, the United States should continue to pursue a policy of energy
independence, while explicitly shifting its energy import needs from Middle
East countries to more reliable, friendlier sources such as Canada and
Mexico. Two of Bishop’s sources of economic aid were [raq and Libya, states
whose economic and political power depend directly on the power of OPEC
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in the international economy. One of the U.S. goals should be the weakening
of the OPEC cartel. Few steps would be as damaging to the pro-terrorist
regimes of Libya, Syria and Iraq, and to the Third World Leninist states they
often support. And there are few instruments as effective in bringing about
OPEC’s slow demise as a determined American policy that lessens U.S.
energy dependence on foreign sources in general and on OPEC in particular.
In this context, it is disturbing that in 1986 the United States consumed 40
percent more imported oil than in the previous year, and that in early 1987 the
Reagan administration at one point was seriously considering halting further
purchases for the Strategic Petroleum Reserve and selling some of the
Reserve’s supplies.t

The United States Should Not Allow International Criticism to Demoralize It or
to Becloud Its Understanding of Its Global Responsibilities. The United Nations,
the Organization of American States (OAS), and many Western European
allies condemned the American invasion of Grenada. It would be wrong for
the United States to lash back at such criticism, as if all the critics were
uniformly anti-American or totally unsympathetic with the United States’
predicament. While the votes of the Soviet bloc and some Third World states
represented just such attitudes, many other states voted against the United
States on the basis of principles and motives which the United States can
respect, even if it ultimately disagrees with their specific application. The
members of the OAS and the British Commonwealth, for example, consider
the principle of nonintervention very important as a pillar of their own
national security; they believe that the precedent of condoning armed
intervention is dangerous because it could be used by one of their own
powerful neighbors against them in future regional disputes. Some of the
governments that condemned the U.S. action also did so for the less elevated,
but politically understandable, motive of appeasing powerful left-wing
constituencies at home. Many international lawyers in the United States and
elsewhere were also skeptical or outright critical of the invasion, evenif there
were a few, like Eugene Rostow, who reminded his colleagues that
“international law is not a suicide pact.”®

The invasion was morally defensible. In view of the military helplessness
and political vulnerability of the Caribbean ministates, the gradual military
buildup in Grenada and Bishop’s sponsorship of revolutionary, subversive
activities in the region represented a threat of growing intensity. When
Bishop was murdered and replaced by an even more radical faction, the
threat’s potential reached an even higher level. A decision by the OECS
members to wait until Grenada actually overthrew one of their own
governments or engaged in overt hostile action against them would have been
impractical. Had Grenada reached its goal of a 10,000-man army, had its
forces acquired the direct support of Cuban and Soviet air power, and had it
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acquired another close regional ally through its sponsorship of internal
revolution within another Caribbean state, its neighbors would have been
hard put to contain it or to prevent it from pressuring them into closer
cooperation with the Cuban-Soviet axis.

When the hour of decision strikes, the United States must act, cognizant of
its global responsibilities and guided by a much broader moral and strategic
calculus than that which our critics would impose on us. If the votes of Great
Britain and Canada were shaped by their concern for the Commonwealth’s
abstract unity, it is because both countries are essentially regional powers
with sharply limited global responsibilities. The United States, on the other
hand, carries most of the burden of upholding the global balance of power, as
well as the historic responsibility of shifting the correlation of forces against
the West's adversaries whenever and wherever it is feasible and appropriate
to do so. Similarly, the United States could not take the OAS’s concern for
non-intervention as seriously as its own concerns and those of Grenada’s
immediate neighbors over the prospects of increasing subversion, intimida-
tion, and the spread of Cuban-Soviet influence. Finally, the admittedly valid
issues raised by many international lawyers had to be embraced by an even
broader moral and legal calculus that took into consideration the brutal and
undemocratic nature of the Coard regime, the threat it posed to other
Caribbean states, the limited duration of the American presence in Grenada,
and the strenuous efforts to reduce to a minimum civilian casualties and
collateral damage during the military operation. While enduring the
criticism of allies and friends with respect for their judgment, the United
States must carry out its obligations with the requisite determination and
skill. We should remember that, at the end of the day, the global and regional
correlation of military, political and economic forces is a far more powerful
deterrent to the West’s adversaries than the approval or disapproval of
international organizations. This is one of the main lessons of Grenada, as well
as a major reason Grenada was, and continues to be, important.
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OPPOSITION BLOC ASSAILS COMMISSION COMPOSITION

On Augqust 26, the bloc of six opposition parties not included
in the formation of the National Reconciliation Commission
accused the Sandinista government of "violating the spirit of
the Guatemala agreements" and of "fooling the people."

The Central American peace plan signed on August 7 required the
commission to include a government official, an opposition
leader, a Roman Catholic bishop, and a prominent citizen not
directly involved in politics. On August 25, Nicaraguan
President Daniel Ortega appointed Nicaraguan Vice President
Sergio Ramirez, Popular Social Christian Party President
Mauricio Diaz, Roman Catholic Cardinal Miguel Obando y Bravo,
and Dr., Gustavo Parajon, director of the Protestant Committee
for Aid and Development, a pro-Sandinista protestant relief
agency.

President Ortega had to choose the opposition representative
from separate slates proposed by two groups of opposition
parties--one described as true opposition, the other as
collaborationist. The 'bloc of six' includes parties belonging
to the democratic coordinating board. It constitutes the most
vocal opposition to the Sandinista regime, and refused to
participate in the 1984 elections because the Sandinistas
refused to lift their state of emergency. Bloc of six
representative Erick Ramirez defined the difference between the
two blocs: "We (the bloc of six) are the legitimate and true
opposition to the government. They (the bloc of five) are a
compromised and collaborationist opposition."” Ramirez told
newsmen that the Sandinista government has a three-~-to-one
advantage in the composition of the commission, referring to
the presence of the Vice President, Parajon, and Diaz. "Only
Cardinal Obando y Bravo represents the hopes of liberty and
democracy of the Nicaraguan people. The rest are tied in one

way or another to the government." But he stressed that "in
view of the Sandinistas hegemonic goal, Obando is in the
minority and his position is very weak." Ramirez repeated that

the way the commission was set up was "a Sandinista maneuver to
fool the international public."

Justifying the selection, President Ortega said on Tuesday that
"the only valid point of reference for appointing the principal
and alternate from the two blocs is the number of votes
received in the election. The bloc of five, as a whole,
received 300,000 votes in the 1984 elections." Yet, the bloc
of six was behind because most of its parties refused to
participate in the elections.
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May 5, 1987

Dear ,

So much has happened since we met, some good, some not so good. I
think you will agree that among the goocd things is the Attorney
General's recent decision to put Kurt Waldheim on the Watch List.

I write to you about this since this was one of the major .. e~
concerns raised at our meeting. Since then, Max and I were in
constant touch with the Department of Justice, -apd letting it know
how important the case was to the Jewish community.

We do not claim any credit for the Attorney General's action.

The credit is all his for making the correct legal decision. But
I do believe we effectively conveyed to his office that the
decision, once made, would have the strong and effective backing
of the Jewish community.

This is to thank you for making me more fully aware of the
importance of the Waldheim case. By doing so you helped me do a
better job of informing the Administration of the concerns of one
of our most important constituency groups.

I hope that it is not long before we meet again.
Sincerely,

Mari Maseng

Deputy Assistant to the President
and Director of the Office of
Public Liaison
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THE WHITE HOUSE
WASHINGTON
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Assaciate Director
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April 21, 1987

Ms. Mari Maseng

Deputy Assistant to the President
and Director of Public Liaison

The White House

Washington, D.C. 20500

Dear Ms. Maseng:

The enclosed letter from a constituent complains that
pro—-Sandinista speakers come to our district but, thus far, not
many pro-Contra, pro-Administration speakers. Can you give me
some information about this? Does the White House have any kind
of speaker's bureau available?

ruverct n., michel
Republican Leader

RHM: tdg
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James W. Jamison
John ©. Carpenter
350 West College Avanue
Jackszonville, Illinois D2650
Aprii 8, 1987
Heon. Robert H. Michel
2122 Rayburn Building
Washington, D.C. 20814
Dear Congressman Michel
Flease find enclosed a newspapsr <lipping from the
Jacksonville Journal-Courier dated Monday, April 6, 1987.
This 1is why we'’'re losing the war in Central Americat The
Sandinistas and their simpathizers are willing to szpend money

and time to Dbring speakers to Central Illinois. For thres

ears we have tried, without success, to alert UNO and the
United States Government to the importance of informing th
American Fubklic on the issues involved in Central Americsa.
Is the Administraticon willing to concede the American
Mid-West to the Sandinistas? It boils down to t :
popular  suppor o money, no victory. We have to
message across 1o the American people. Where bett
this than the heartland of the United States?

Over the past two vyears there have now been =zeven
pro-Sandinista media events in Jacksonville, without a single
Administration gesture 1iIn response. We fez=l that we

done all we <can to get some action cut of Washington. We
have written to Patrick Buchanan at the White House, Robert
Kagan and Janice Barbierli at the State Department, Xavier

Arguello at UNC Headguarters 1in Washilington, and our
Congressman, House Minority Leader Robert Michel, and
received nothing but lip service in return. Meanwhile, the

Sandinistas continue to get thelr propaganda printed in the
local newspapers, with increasing freduency.

We want speakers who can ccocunter the Sandinista propagandca
assault 1in Central! Illinecis. We have no money, but we have
had substantial succesz 1n alerting the people in our area
about the war in Afghanistan. If you give us speakers, we
can publicize the events and deliver sizeable audiences to
hear them. So far the voters of this area have been
subjected to uncontested arguments against Administration
policy 1in Nicaragua. We are willin to help bring some
balance to this situation. Sometimes we get the feeling that
we are voices crying in the wilderness, and that Washington
really isn’t sericus about the propaganda offensive from
Managua.
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Hers iz what we want: Speakerz who ars either informed
members of the Administration on Central America, ( a man
named Abrams comes to mind), or former Sandinistas who have
realized the folly of their former ways,.

The rezal aim of all this 1s to capture media space in
newspapers, on the radio, and on televison. We have been
able to do this with great success on the Afghanistan issue,
and we feel that we can do the same with the Nicaraguan

situation.

If you =are willing to hel
the Administration has fail
people of the Mid-West.

p us, please contact us! We feel
ed to tap a great resource 1in the

Sincerely,
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James W. Jamison
John C. Carpenter

CC: Mr. Ellictt Abrams
Mr. Xavier Arguello
Mr. Howard H. Baker
Sen. Alan Dixon






David Saperstein doesn't like my description of Jewish leaders of
the sanctuary movement as "naifs." What he does not understand
is that I was being kind. Perhaps I was mistaken but I assumed -
and hoped~ that they were not themselves fully familiar with the
facts. If I was wrong, then they are as guilty as anyone of
spreading falsehoods about the governments of El Salvador and

Guatemala, as well as the United States.

Saperstein's letter reveals much by its omission of any - even
the slightest - acknowledgement of the democratization of both
Guatemala and El1 Salvador. Free trade unions, a free press, the
freedom of religion, internationally supervised elections,
involved conservative, centrists, and socialist parties, are
features of both today's Guatemala and today's El Salvador. One
would think these are the very most important measures of human
rights progress. But not Saperstein who apparently agrees with
Amnesty International that the "pattern" of human rights

violations hasn't changed for the better.

Saperstein implicitly acknowledges that the death squads of El
Salvador are a thing of the past, but he asserts that political
prisoners are beings treated worse and the army is going after
civilians as never before. He offers no proof of these
allegations -~ and that is because they are without any factual
basis., Remember, El Salvador is a democracy now where being

arrested for one's political views is a very rare exception to



the rule of political freedom. As for the charge against the
army - it is Communist propaganda that Saperstein should be
ashamed to repeat. He knows or he should know that as long ago
as December 9, 1984, President Duarte issued rules which require
that pilots obtain approval from the military high command for
all air attacks and that all targets be identified as military
objectives by army spotters. The purpose of his directive:
precisely to reduce the number of civilian casualties. Since
then, the FMLN, the Communist guerillas, have launched an all-out
propaganda campaign against bombings - for rather obvious
reasons. But independent observers have exposed its lies. For
example, James LeMoyne in a New York Times July 1985 article that
Saperstein may have read, reported that "Interviews indicated
that the air force had become more accurate and more careful in
its bombing in most parts of the country and that fewer civilians
were being killed or wounded." He also reported that in order to
protect civilians that the army now routinely removes them rebel

areas before engaging in battle.

Saperstein's charge that in Guatemala "by all measurements the
human rights situation has dramatically deteriorated"is truly
mind boggling. Doesn't he know about the democratic developments
there? Doesn't he know that the number of politically motivated
deaths in Guatemala has been reduced by fully 95% over the past
five years? If he knows these things, he is guilty of either

prevaricating or writing nonsense. If he doesn't, he really does



not belong in an informed discussion of U.S. policy in Central

America.

Saperstein is just about as accurate about how we treat
Salvadorans in the United States. As I explained in my article,
political appointees do not control the asylum process. Rather
the civfﬁ}ggigzzghgmployees, and then, on appeal, our independent
federal judges rule on cases. The real reason why relatively few
Salvadorans are granted asylum is not politics, but rather that
they can't establish a "well founded fear of persecution on
return"- for the most part because the human rights situation in

both El1 Salvador and Guatemala has improved so much under their

democratically elected governments.

Saperstein sites an ACLU study, without noting that ACLU did no
on ground investigation. All on ground studies, the ICM's and
the State Department's, have failed to substantiate the Sanctuary
movement's claims about the fate of the deportees. 1In fact, even
the Sanctuary movement itself - with all its talk about the
"certain death" of deportees - has failed to identify by name a
single deportee since 1981 who has been assasinated upon his

return to either El Salvador or Guatemala.

What does this tell us about those who draw the analogy between
the Nazi Germany and the new and fragile, yet very real
democracies of Guatemala and El Salvador? That for them nothing
is sacred - not even the memory of Jewish history. They "use"
the Holocaust demogogically because the facts are all against

them. Surely this is not in the "Jewish tradition."
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Letter of Transmittal

July 16, 1986
Mr. President:

In August 1984 the initial appropriations to implement the recom-
mendations of the National Bipartisan Commission on Central
America were approved. In August 1985 the plan you requested to
implement the new bipartisan approach became law. Today, I can
report to you that the nations of Central America, once relatively
neglected by the United States, are receiving the attention they
deserve as close neighbors with whom we share both democratic
values and security interests.

The challenges are enormous, but positive results are beginning
to show. Just a few years ago Costa Rica was a democratic island in
a sea of dictatorship. Today, Costa Rica has been joined by demo-
cratic governments in Honduras, El Salvador, and Guatemala.
Nicaragua, where even religious and press freedoms are denied, is
now the exception to a new democratic norm.

Democratic government, however, is only the beginning.
Democratic institutions work best when individuals can exercise free
initiative in intellectual and economic life as well as politics. The
National Bipartisan Commission recognized this reality. So does
U.S. policy.

The United States is now helping Central Americans realize the
benefits of individual development, economic growth, and human
rights as well as self-government. In addition to helping the region’s
governments to develop fair electoral processes, we are working
with them to create jobs; strengthen the administration of justice;
and improve health, education, and free markets.

In short, U.S.-Central American cooperation now extends to fun-
damental issues of individual and societal well-being as well as to
immediate problems of subversion and security. Our joint efforts are
leading to a better future for Central America. They do credit to the
bipartisan, humanitarian ideals of Senator Henry Jackson, to whom
the Commission’s work was dedicated.

Sincerely,

"t P Bt

George P. Shultz



I. Assessment

A Plan for Democracy,
Peace, and Development

The National Bipartisan Commission
on Central America reported to the
President on January 10, 1984, that
the fundamental strategic and moral
interests of the United States re-
quire a long-term national commit-
ment to economic opportunity,
human development, democracy, and
security in Central America.

In August 1984, a bipartisan
majority in the Congress approved
the first in a series of substantial
increases in U.S. assistance for Cen-
tral America. Whereas U.S. eco-
nomic assistance to Central America
had totaled $186 million as recently
as fiscal year (FY) 1980, U.S. eco-
nomic support has averaged almost
$900 million each year since
FY 1984.1 At the same time, mili-
tary assistance, which in 1980
totaled $29 million, has averaged
about $250 million.

While less than what the Com-
mission recommended and what the
President proposed, these additional
resources have made it possible to
support people, activities, and pro-
grams that are bringing lasting im-
provements to Central American
life. The challenge now facing the
United States is to sustain this
promising beginning with the kind
of long-term national commitment
that the Commission envisaged.

A Comprehensive Strategy

Economic and military assistance is
provided within the framework of a
long-term plan that implements the
Bipartisan Commission report. This
comprehensive strategy is helping
to address the root causes of

1Unless otherwise specified, all figures in
this study exclude Nicaragua, which has since
1981 either rejected or rendered itself ineligi-
ble for U.S. assistance. Nicaragua received
$38.7 million of the FY 1980 total (21% of
U.S. aid to Central America), all of it going
to reconstruction after Somoza’s fall, when
the governing junta still included democratic
leaders.

poverty and social unrest, to foster
equitable development, and to sup-
port democratization in a region
famous for its history of dictator-
ships.

The plan’s strategy for develop-
ment is to:

¢ Support democratic processes
and institutions by backing free and
competitive elections, the adminis-

the men under fire. In Costa Rica,
assistance to the Rural and Civil
Guard increases their ability to pro-
tect Costa Rica’s citizens and
borders.

Complementing these develop-
ment and security policies, U.S.
diplomacy supports negotiations
both within and among the coun-
tries of Central America to bring

“From the U.S. Congress we seek a peositive
commitment to conlinue to fund the action plan of the
National Bipartisan Commission . . . at levels sufficient
to further peace, democracy, and development in Central
America and to serve as a positive incentive for change

in-Nicaragua.”

tration of justice, technical training,
and the development of leadership
skills;

¢ Stop declines in income, em-
ployment, and economic activity by
providing major balance-of-payments
support;

¢ Build the foundation for long-
term economic growth by support-
Ing improvements in economic policy
and the infrastructure needed for
efficient production and diversified
exports; and

¢ Assure the widest possible
distribution of the opportunities and
benefits of growth by helping to
create jobs and improve health, edu-
cation, and housing for the poor.

The objective of military as-
sistance is to create a shield to pro-
tect democratization and growth.
The improved performance of the
Armed Forces of El Salvador and
the increased defensive capability of
the military in Honduras relies in
part on U.S. security assistance to
meet concrete needs with a prompt-
ness and reliability that can be
counted on by both the planners and

Seeretary Shultz,
June 18, 1986

about the reconciliation needed to
achieve socioeconomic progress,
national security, and lasting peace.

Key Judgments

Two years into the implementation
of this comprehensive strategy, it
can be said that:

The strategy is sound. There is
broad agreement that the four ele-
ments of the development strategy
are addressing the region’s fun-
damental economic, social, and polit-
ical problems. There is similar
agreement that military perform-
ance has improved and is helping to
protect democratic gains.

How rapidly further progress
takes place will depend on the ener-
gy and tenacity of Central Ameri-
cans in their quest for development,
the pace of internal reforms, exter-
nal economic factors, the degree of
success in quelling violence, and the
constancy and volume of external
assistance.









Il. Reinforcing Democratic Trends

The Commission recommended financial
support not only for economic and social
development but alse to promote more
open, democratic political systems and
to improve judicial systems.

The Commission reasoned that the
roots of Central America’s crisis are po-
litical as well as economic, that the lack
of participatory democracy aggravates
the problems of underdevelopment.
Weak institutions deny citizens opportu-
nities to correct abuses and bring about
peaceful change. The absence of democ-
racy, the Commission concluded, is all
too readily exploitable by antidemocratic
forces of both left and right.

Defying Pessimism

‘When the Commission reached these
conclusions, many in the United States,
Western Europe, and even Latin America
still believed that the only alternatives
to military dictatorship in Central
America were anarchy or communism.
Even many Central Americans did not
give their democratic leaders much of a
chance against either the old dictators
or the new Marxist-Leninists and their
foreign sponsors and allies.

The prevailing pessimism made
what actually happened all the more
impressive.

Belize achieved independence in
1981 and has remained democratic. The
opposition United Democratic Party, led
by Manuel Esquivel, won control of
Parliament in the first postindependence
national election in December 1984.
Power was transferred peacefully.

Costa Rica is the historic bastion of
free opinion and democratic government
in Central America. Costa Ricans date
their democracy, with few interruptions,
to the election of 1889. During 1985, the
political parties of Costa Rica selected
candidates; after a close and typically
open campaign, general elections were
held on February 2, 1986. On May 8,
1986, Luis Alberto Monge transferred
the reins of government to a new social-
democratic president, Oscar Arias
Sanchez. A new parliament also was in-
vested. Costa Rica’s democratic achieve-

ments have made it the headquarters of
several institutions that support
democracy in Central America.

El Salvador—when the Commission
issued its report—seemed caught in an
endless war between guerrillas of the
left and death squads of the right. The
Commission concluded that electoral
democracy, reform, and political dia-
logue were realistic alternatives to
violence—provided El Salvador’s
democrats received U.S. support. The
United States is following the Commis-
sion’s prescription.

Despite guerrilla opposition, free and
open nationwide elections were held in
1982, 1984, and 1985 without effective
disruption. When long-time reformer
Jose Napoleon Duarte was able to com-
pete, win presidential elections, and
take power, it became apparent that
democracy could win in practice as well
as in theory. Democratic institutions and
habits have gained steadily ever since.
Although some indiseriminate violence
continues, most of it is perpetrated by
the guerrilias.

‘““Democratization is the
key to peace in Central
America.” .

Oscar Arias,
President of Costa Rica,
May 10, 1986

The lessening of violence and con-
tinuing democratization are opening
El Salvador’s political life to legal non-
violent opposition from the left as well
as the right. U.S. policy continues to
support El Salvador’s maturing democ-
racy, encouraging dialogue with all
those guerrillas willing to put their
views to a competitive vote. An em-
bryonic social democratic party has been
formed. Mid-level members of two of the
leftwing parties that backed the guerril-
las in 1980 and whose cadres had been
in self-imposed exile (the Popular Social
Christian Movement and the National
Revolutionary Movement) continue to
return and have carried out political
activities without incident.

Guatemala, Central America’s most
populous country, also is making decisive
progress in democratization. After a
generation of military rule and political
violenee, open and highly competitive
general elections in November and De-
cember 1985 culminated a process begun
in July 1984 with the election of a Con-
stituent Assembly. The military govern-
ment kept its word to hold a free vote;
observers from other nations concluded
that the elections were conducted in an
orderly, fair manner. In January 1986 a
freely elected civilian government took
office in Guatemala.

President Vinicio Cerezo, a Christian
Democrat, has a national mandate from
two-thirds of the electorate. Violence
and poverty pose enormous challenges.
Guatemala’s 8 million people, half of
whom are Indians, expect an improved
quality of life—in terms of their physical
security as well as their living
standards—from their new government.
This will require efforts to promote eco- *
nomic and social development as well as
measures to curtail political and eriminal
violence,

In the spring of 1986, the new
government enacted comprehensive eco-
nomic reforms to stimulate the economy,
encourage savings and investment,
and provide new job opportunities.
Considerable external assistance also
will be needed to support institutional
development and economie growth at
levels to sustain Guatemala’s ongoing
democratization.

Honduras also is demonstrating that
democracy in Central America has the
vitality to work even under great pres-
sures of poverty, lack of democratic tra-
ditions, and externally supported
subversion. Presidential elections were
held without incident in 1981 and 1985,
and the results were respected. In each
case, the winner was a leader from the
opposition.

Strains prior to the 1985 election
caused concern, particularly an attempt
by the legislature to impeach members
of the Supreme Court and an attempt
by a faction of legislators to delay the
elections. In both cases the military and
strong public opinion—including labor,
peasant organizations, and the Catholic
Church—supported constitutional proc-












Ill. Economic Stabilization

Between 1980 and 1983, the value of
goods and services produced declined
steadily as Central America underwent
a severe economic contraction. Per
capita income fell 15% on average over
the period. Costa Rica and El Salvador
suffered particularly severe declines. In
Costa Riea, the external debt reached
140% of gross domestic product (GDP).
In El Salvador, guerrilla warfare caused
more than $1 billion in damage and dis-
investment. Guerrilla-induced uncertain-
ties also affected Guatemala, which later
experienced additional difficulties during
the transition from military to demo-
cratic government. Panama managed to
avoid economic difficulties until 1983,
when trade cutbacks by other Latin
American countries adversely affected
its shipping, warehousing, and other
regional service sectors.

The first step to reactivation, the
Commission concluded, was to stop this
pattern of general economic deterio-
ration.

Halting Declines in Qutput

After falling slightly (—0.6%) in 1983,
regionwide production rose by about
1.6% in 1984. Large-scale U.S. economic
assistance provided critical support for
internal efforts to stem the decline.

In 1985, the estimated regional
growth rate slipped slightly to 1.0%
because GDP in Guatemala, which
accounts for about 40% of total produc-
tion in the region, fell by 1.3%. All
other countries had positive growth
rates. Only Honduras and Panama,
however, achieved economic growth
higher than population growth.

In El Salvador and Honduras, U.S.
assistance has helped halt the economic
downturns. However, private invest-
ment, often the engine of growth, re-
mains depressed in both countries.
World prices for major export commodi-
ties remain generally depressed, and a
slowdown in the growth of the world

economy restricted the opportunities for
export diversification and expansion
in 1985.

Costa Rica’s growth slowed in 1985,
due primarily to banana plantation
closures, wind damage which cut the
amount of fruit available for export, and
a slower rate of growth in the money
supply. A return to more rapid growth
is expected in 1986. Growth in Belize
was constrained by the depressed world
sugar market.

Panama has cut its fiscal deficit, and
a resurgence of trade through the canal
led to a 3.3% increase in the GDP
in 1985.

provement is due to increased official
transfers, mainly U.S. economic support
fund (ESF) grants. Honduras, Costa
Rica, Belize, and E1 Salvador all had in-
creases in GDP.

Trends in private capital movement
are a key signal of private sector confi-
dence and a determinant of potential in-
vestment. Private capital flowed heavily
out of Central America in 1980. This
trend now appears to have been halted,
if not reversed. While short-term out-
flows averaged $476 million in 1980-83,
there was a net inflow averaging
$62 million in 1984-85.

From 1981 to 1984 direct private for-
eign investment in Central America

“In 1977, 1 barrel of oil was worth 5 pounds of coffee or
155 pounds of sugar. To buy that same barrel of oil [in
1982], these small countries must provide five times as
much coffee (nearly 26 pounds) or almost twice as much
sugar (283 pounds). This economic disaster is consuming
our neighbors’ money, reserves, and credit, forcing thou-
sands of people to leave. . .and shaking even the most
established democracies. And economic disaster has pro-
vided a fresh opening to the enemies of freedom,
national independence, and peaceful development.’’

Guatemala’s economic difficulties in
1985 were due largely to a severe crisis
of confidence in the economic policies of
the outgoing military government.
There was substantial capital flight and
a sharp decline in private investment. A
decline in government expenditures due
to falling tax revenues also reduced the
level of economic activity, contributing to
growing unemployment.

Prospects for 1986 are more favora-
ble. Regional GDP is expected to grow
by about 2.4%, which would be the best
performance in 8 years.

Balance of Payments

The region’s current account deficit has
gone from an average of $1.7 billion in
1980-81 to an average of $1.1 billion in
1983-85. However, two-thirds of this im-

President Reagan,
February 24, 1982

steadily declined. While the decline
appears to have stopped, the estimated
1985 figure of $213 million represents
only a slight recovery from the
depressed level of 1984. This disappoint-
ingly slow recovery reflects, among
other things, continued security con-
cerns, delays in policy reforms to stimu-
late investment in new export-oriented
activities, and the time lag required for
policy changes to yield tangible benefits.






IV. Economic Growth

The Commission suggested targets of
self-perpetuating, export-led growth of
6% (roughly 3% in per capita terms) and
an annual increase of 4% in agricultural
production by the end of the decade.
This would result in an estimated
250,000 new jobs annually, 80,000 in
agriculture and 170,000 in other sectors.
The private sector, supported by proper
policies and financial and technical
resources, is key to prospects for attain-
ing these ambitious goals.

Trade and Investment

Trade and investment promotion is
prominently featured in U.S. programs
for each Central American country. An
interagency task force was established
in August 1983 to oversee implementa-
tion of the President’s Caribbean Basin
Initiative (CBI) with a mandate that
covers both Central America and the
Caribbean. The task force is chaired by
the U.S. Trade Representative; its
members are the Departments of
Agriculture, Commerce, Labor, State,
and the Treasury, as well as AID, the
Overseas Private Investment Corpora-
tion (OPIC), the Export-Import Bank
(Eximbank), USIA, the Peace Corps,
and the International Trade Commis-
sion. Each of these agencies has pro-
grams designed to help the region
diversify and expand its production and
exports. The task force coordinates CBI-
related activities of all U.S. agencies,
strives to enhance their effectiveness,
and develops recommendations to the
President on potential improvements in
the program.

Trade. Trade expansion begins from
a low base throughout Central America.
New lines of export products are impor-
tant to Central America’s future. Medi-
um- to long-term prospects for sugar,
bananas, cotton, and coffee—the main
traditional exports—are not promising.
If the region is to create the additional
export earnings needed to finance im-
ported capital goods, petroleum, and
other inputs, export growth will have to
come from nontraditional agricultural
and industrial products. Initially, these
would, of necessity, be labor intensive
and cannot be expected to generate
major export earnings for some years.

Against this background, initial
results of efforts to achieve an export
orientation are promising. Between 1983
and 1985, U.S. imports of manufactures
from the region rose by 52% to $439
million. U.S. imports of nontraditional
agricultural products rose by 79% to
$59 million. Costa Rica and Belize had
dramatic increases in new exports, and
Guatemala, Panama, and Honduras also
showed rapid growth. Exports from
El Salvador, on the other hand,
declined slightly.

The Export-Import Bank helps to
finance the export of U.S. goods and
services to Central America. Because of
the region’s dearth of natural resources

for the manufacture of finished prod-
ucts, export growth—particularly of
nontraditional products—is inextricably
linked to the ability to import. As part
of its regular program, Eximbank
currently insures short-term, bank-to-
bank lines of credit totaling $45 million
in three countries of the region and has
a medium-term facility for El Salvador
of $20 million.

The Trade Credit Insurance Pro-
gram (TCIP) was established by Exim-
bank ‘in collaboration with AID in 1984
to increase, through guarantees, the
limited trade financing otherwise availa-
ble through U.S. commercial banks. The
program is a direct response to Commis-
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AID helped establish the Belize Ex-
port and Investment Promotion Unit
which facilitated export-oriented invest-
ments in shrimp farming, winter vegeta-
ble production, timber products, meat
products, and the Hershey cocoa
project. AID also contributed to a com-
mercial bank discount loan fund which
provides financing to the private sector
for agricultmral, industrial, and tourism
projects to generate foreign exchange.

Fifteen Peace Corps volunteers are
working in a new program as “small
business advisers” to provide mana-
gexial and marketing assistance to small
buasinesses and entrepreneurs.

Costa Rica. To boost exports and
foreign investment, the Government of
Costa Rica has devalued its currency,
reformed the credit system, passed a
new export incentives law, improved
banking and currency law, undertaken
port improvements, and reduced some
port charges.

The Costa Rican Government also
has established a sub-Ministry of Ex-
ports and Investments to facilitate
export-oriented investments, a National
Investment Council to approve tax and
import benefits for export industries,
overseas investment, promotion offices,
and four duty-free export-processing
zones. AID has provided technical or
financial assistance to all of these
efforts.

Since 1983, 90 foreign garment com-
-panies, representing 70% of the total
clothing industry in Costa Riea, have
either established operations or entered
into subcontracting agreements. This
sector’s export sales totaled $29 million
in 1984 and $45.7 million in 1985, mostly
to the United States. During 1985 alone,
this industry generated 2,428 new jobs.
Exports of nontraditional products to
markets outside Central America rose
by 10.6% in 1985.

Development banking projects sup-
ported by AID have resulted in new in-
vestments of over $50 million and
approximately 3,500 projected new jobs,
The Special Credit Line and Small In-
.dustries Fund, established through
direct U.S. assistance, has supported
180 companies by channeling approxi-
mately $97 million to the private sector.
In the second half of 1985, the Coalition
for Development Initiatives (CINDE) at-

tracted four companies to Costa Riea,
generating approximately 2,050 new
jobs. With AID assistance, the new
export-processing zones have resulted in
nine new companies investing an esti-
mated $2.1 million and generating some
400 new jobs.

The Peace Corps has started two
projects in small enterprise develop-
ment. Ten volunteers work in the
tourist industry and seven provide
managerial and technical assistance to
small businesses and entrepreneurs. In
coordination with the Ministry of Educa-
tion, the Peace Corps has 10 volunteers
working in an innovative pilot program
in vocational schools to develop income-
generating student cooperatives. The
program is a Costa Rican version of the
U.S. “Junior Achievement Program.”

El Salvador. In January 1986, Presi-
dent Duarte introduced a comprehensive
program to stabilize and rejuvenate the
economy, which until then was seriously
constrained by differences between the
government and the business commu-
nity, as well as by the insurgency and
the regional depression. Key provisions

“We never lost confidence
in the ability of our people
to overcome hardship and
stand together and work
toward a brighter future.

. « . We have come a long
way in a short time.”’

Jose Napoleon Duarte,
President of El Salvador,
March 1986

of the government’s new program were
unification of the exchange rate and
measures to reduce the fiscal deficit and
fight inflation. An export incentives law
also was adopted.

To stimulate investment, the
Government of El Salvador has allo-
cated much U.S. assistance to private
sector credit and has established special
credit lines to finance nontraditional ex-
ports and small businesses. A new insur-
ance program to cover war damage to
productive private sector assets also
should improve the investment climate.
AID has provided foreign exchange
needed by private farms, businesses,
and factories to maintain production and
employment.

The cornerstone of AID’s private
sector development program is the Sal-
vadoran Foundation for Economic and
Social Development (FUSADES), a non-
profit private organization. FUSADES
promotes private investment in non-
traditional exports and helps Salvadoran
companies secure export markets. It
also assists firms to diversify agricul-
tural production for export and provides
technical assistance, training, and credit
to small-scale businesses. In its first full
year of operation, FUSADES’ invest-
ment promotion encouraged investment
that resulted in $7 million of new, non-
traditional exports and 2,900 new jobs.

Guatemala. The large relative size
of the Guatemalan economy means that
its successful recovery would have a
positive impact throughout Central
America. During most of 1985, however,
private investment was hampered by
foreign exchange shortages, a confused
foreign exchange market, and the unset-
tled political climate that existed before
the presidential elections. In March
1986, the new Guatemalan Government
announced a comprehensive stabilization
program. The program removes most
hidden subsidies and price controls and
raises interest rates to encourage sav-
ings and hold down excess credit that
has fueled inflation in the past. Steps to
encourage nontraditional exports also
are included.

Because of legislative restrictions
and the failure of the Government of
Guatemala to enact necessary economic
reforms earlier, the United States did
not provide balance-of-payments as-
sistance to Guatemala in FY 1984 or
1985. The Governments of Guatemala
and the United States recently signed a
$47 million economic support fund pro-
gram that will finance essential, produc-
tive imports and support the economic
stabilization program by relieving for-
eign exchange shortages.

AID’s $12.5 million Agribusiness
Development project, begun in 1985,
provides credit and technical assistance
to agribusinesses which, among other
services, provide small farmers profita-
ble outlets for their vegetables and
fruit. The project also supports an effort
by the Guatemalan Guild of Non-
Traditional Exporters to establish a
center for computerized export market-
ing information.
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AID has helped finance the National
Investment Council of Panama (PIC),
established to promote new export-
oriented foreign and domestic invest-
ment. The council emphasizes the U.S.
market and the opportunities presented
by the Caribbean Basin Initiative (CBI).
PIC had startup problems but has as-
sisted over 30 new businesses with
investments totaling more than $32 mil-
lion, creating nearly 4,000 jobs in the
last 2 years.

Agriculture

Between 1980 and 1984, Central
American agriculture was virtually stag-
nant, with an average growth rate of
only 0.1%. Though individual rates
varied from -3.0% to +2.6%, estimates
for 1985 show little overall change.

Traditional exports dominate agricul-
ture. Yet world market trends have
been unfavorable in the 1980s and are
likely to remain so for the rest of the
decade. Throughout Central America,
AID-supported crop diversification ef-
forts have begun to produce results. Ex-
ports of nontraditional fruits and
vegetables to the U.S. and European
markets, for example, have increased
significantly as a proportion of total ex-
ports. AID projects also are helping to
increase the production of basic grains
and other crops for domestic con-
sumption.

Belize. Agricultural output in 1985
was unchanged from 1984. Sugar
production and earnings were down,
reflecting a depressed world market
price. Banana and citrus sales both
increased.

The Government of Belize is en-
couraging producers to move from sugar
cane into higher value export crops.
AID is providing direct project as-
sistance to help build feeder roads, to
make cattle production more competitive
in the world market, and to replace
sugar production with vegetable crops
for the U.S. winter market. Four Peace
Corps volunteers are assisting a project
sponsored by the Hershey Corporation,
the Pan American Development Founda-
tion, AID, and Volunteers in Technical
Assistance to resume commercial cacao
production for export. The Peace Corps
and AID have established the Belize
Junior School of Agriculture, which is
geared to rural youth (14-18 years of
age). The school provides practical
“agriculture-as-business” training and is
located in one of the areas hardest hit

by the loss of income from sugar
exports.

Recent large, long-term private sec-
tor investments backed by U.S. multina-
tionals should begin adding to foreign
exchange earnings in 1988-89. These in-
vestments should vastly increase citrus
crop acreage and stimulate cacao
production.

Costa Rica. Agricultural output fell
by 3% in 1985 because of a 15% decline
in banana exports due to poor weather
and a banana workers’ strike. Coffee
sales showed new growth in 1985 and
surged in 1986 because of buoyant
world market prices. All other crops
registered a 3% average increase in
1985, and nontraditional agricultural ex-
ports rose by 5.9%.

The Government of Costa Rica en-
courages agricultural exports by main-
taining a competitive exchange rate,
providing tax-free status for up to 12
years for new nontraditional export

‘“Without the constant and
broad support of the United
States of America, we, the
free men and women of
Central America, would be

greatly disappointed, and
our development would be
seriously limited.’’

Jose Azcona,
President of Honduras,
March 1986

operations, and considerably reducing
the red tape required of investors and
exporters. The United States is support-
ing joint venture export operations
through an organization of local en-
trepreneurs, financing renovation of
small-scale coffee plantations to fight
coffee rust, assisting in the creation of a
major tropical lowlands agricultural
school, financing improvements of rural
access roads, and helping land titling
and settlement efforts. AID projects
and Peace Corps volunteers also are
helping small farmers to improve and
diversify their own food production by
teaching methods of intensive gardening
and freshwater fishery management.

E1 Salvador. Total agricultural out-
put in El Salvador declined in 1985,
although food crop production increased
significantly. To stimulate production,
the government boosted coffee prices
and refinanced loans to coffee growers

at more favorable terms. With financial
and technical assistance from AID, the
government also organized a major
agricultural diversification program.
Progress in land reform will require
resolute government action on several
problems, including completion of titling
and compensation, settling the agrarian
debt, better definition of the rights of
beneficiaries, and improved farm
management. Production on small in-
dividual plots has been increasing, but
the larger and more productive coopera-
tives continue to operate below prere-
form production levels. Projects are
being developed in new products like
pond-grown shrimp, cut flowers, an
decorative plants. :

Guatemala. Agricultural output in
Guatemala declined slightly in 1985, as
flawed economic policies and stagnant
international prices discouraged export
production. A bright spot was the 29%
increase in exports of nontraditional
fruits and vegetables. Grain production
for domestic markets (corn, wheat, rice,
sorghum, and beans) maintained rela-
tively high 1984 levels.

Prospects for 1986 are much bright-
er. The new government’s implementa-
tion of a much-needed economic
stabilization program should increase in-
vestor confidence, and the movement of
all trade to a parallel market exchange
rate will increase incentives for export
producers. The increase in world coffee
prices will provide a major boost.

AID is supporting efforts to diversi-
fy production, particularly in the eco-
nomically depressed highlands, by
financing assistance to producer coopera-
tives to improve management, handling,
grading, and shipping of fresh produce;
research and extension services for non-
traditional crops; small-scale irrigation
and soil conservation efforts; and con-
struction of processing facilities such as
freezing plants.

Honduras. Honduras achieved a
2.6% increase in the value of agricultur-
al production in 1985, primarily because
of a 24% increase in banana exports.
Production of most other crops changed
little from 1984, although exports to Eu-
rope of nontraditional products such as
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economic assistance, especially foodstuffs
and agricultural equipment. Much of the
assistance is channeled through regional
institutions, such as the Central Ameri-
can Bank for Economic Integration. In
1985, the Community decided to double
its assistance to the region over the fol-
lowing 5 years.

Japan and Israel also contribute
financial and technical assistance. Mexi-
co and Venezuela sell oil to particular
Central American (and Caribbean) coun-
tries on generous credit terms, while
Argentina and Brazil provide credits to
finance their bilateral trade.

The World Bank and the Inter-
American Development Bank finance im-
portant infrastructure and other
projects on long-term concessional
terms. In 1985 alone, these two institu-
tions approved Central American loans
totaling approximately $520 million.
Projects are distributed over a wide
range of activities, including energy,
agriculture and fisheries, transportation
and communications, industry, urban de-
velopment, export financing, environ-
ment and public health, and education.

V. Spreading the Opportunities

Prospects

Assuming continued U.S. and other
external assistance, the significant eco-
nomic adjustment measures undertaken
by Central Ameriea’s democratic
governments, coupled with higher coffee
prices and lower oil costs, should
produce higher growth rates over the
next several years. Growth probably
will not surpass population increases,
however, unless private investment also
increases significantly. To a great extent
this will depend on the security environ-
ment as well as the policies of the
region’s governments.

‘“Widespread hunger and mal-
nutrition, illiteracy, poor
educational and training oppor-
tunities, poor health conditions,
and inadequate housing are un-
stable foundations on which to
encourage the growth of viable
democratic institutions.”’

The Commission Report,
Chapter 5

Jobs

Where life opportunities are poorly
distributed, individual citizens are
prevented from contributing to their so-
ciety to the full extent of their potential.
The Commission saw what it called
“human development” as key to
strengthening production as well as dis-
tribution, growth, and welfare.
Strengthening democratic labor un-
ions; encouraging economic policies that
attract investment and lead to diversi-
fied production; creating more con-
sumers in domestic and regional
markets; and improving public works,
health, and education—all are different
but complementary ways to attack the
massive unemployment and underem-

ployment characteristic of underdevelop-

ment. High unemployment today in
Central America is a major source of
civic unrest, crime, and emigration.
Creating jobs is thus a major objec-
tive of the measures to induce economic
growth summarized in the previous sec-
tion. Creating jobs must also be a cen-
tral concern of a sound strategy to
foster human development. The availa-
bility of jobs increases individual oppor-
tunities and enhances the sense of
dignity that accompanies the ability to
take advantage of them. The greater the
number of jobs, the greater the number
of individuals able to contribute to socie-
ty. At the same time, the greater the

-number of healthy, edueated individuals,

the greater their ability to make the
most of existing job opportunities or
even to create new ones. The more peo-
ple are gainfully employed, the stronger
is the base for democracy.

Education

In response to the Commission’s recom-
mendations to improve substantially the
quality and increase the availability of
educational opportunities, AID has
programmed approximately $250 million
in U.S. dollars and local currencies for
educational activities. Some of the
results include:

Physical Facilities. In Honduras
2,100 classrooms have been built, and
plans are being developed for school
construction and renovation in Belize
and Costa Rica.

Teacher Training. In Honduras
8,000 teachers and school administrators
have been trained. In Guatemala ap-
proximately 1,000 bilingual education

trainers have learned to use a new bilin-
gual Spanish-Mayan curriculum, and
plans are underway to train another
2,500 teachers. In-service teacher train-
ing programs are being planned for El
Salvador, Belize, and Costa Rica.

Basic Educational Materials. In
Costa Rica, American aid is helping
fund a private sector initiative to
produce and distribute 2 million primary
school textbooks. In Guatemala, AID is
supporting a Ministry of Education
project which has developed textbook
materials in four Mayan languages. In
El Salvador, the first phase of a project
to produce 3 million textbooks and
teacher’s guides is underway.

Vocational Education. Programs in
Costa Rica have provided in-service
training to approximately 2,000 people
producing nontraditional exports, and in
Honduras in-plant training has been
tested and plans for expanding the pro-
gram are being developed.

Higher Education. A regional
project has been approved to create a
private Inter-American Agricultural col-
lege in Costa Rica.

Scholarships. The Commission
recommended government-sponsored
scholarships for 10,000 Central Ameri-
cans. This recommendation is being im-
plemented through a mix of USIA and
AID programs. The AID-funded
$146 million Central American Peace

17






Central America. Of these, approximate-
ly 300 are involved in formal and nonfor-
mal education activities, many as
teacher trainers and program advisers.
In Honduras, for example, 52 volunteers
work as adult education promoters in
the national literacy program and as
preschool, primary, and special educa-
tion teacher trainers. In Costa Rica, 35
volunteers serve as adult education ad-
visers, English teacher trainers, and
elementary and special education ad-
visers. In Belize, nearly 40 volunteers
teach in the primary and secondary
school systems.

Health

UNICEF, Project HOPE, AID, and the
governments of Central American coun-
tries are facilitating the distribution of
pharmaceuticals, the conduct of national
vaccination campaigns, and the construe-
tion of dispensaries in many Central
American countries.

Oral Rehydration Therapy. Di-
arrhea is a major killer of infants and
children in Central America; the answer
is Oral Rehydration Therapy (ORT). In
1985, El Salvador’s Ministry of Health
distributed 1.67 million donated oral re-
hydration packets. The packets (contain-
ing a simple solution of salt, sugar, and
water which can be prepared by parents
in their own homes) are used to protect
about 50% of the 861,000 children under
the age of 5 from diarrhea, the leading
cause of death in this age group. The
Salvadoran private sector manufactured
an additional 1,341,000 packets, as well
as 300,000 bottles of oral rehydration
fluids in 1985. An AID-supported health
project in Honduras to combat diarrhea-
related diseases through the use of this
therapy is among the most successful in
the world. Working closely with the
Honduran Ministry of Health, the
project has helped deliver some 3 mil-
lion packets of oral rehydration salts.
This effort was boosted by an extensive
education campaign through print media
and radio. Aimed at parents, the cam-
paign provided information on the
causes and effects of diarrhea as well as
on the means to reduce accompanying
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dehydration. In one study area, the mor-
tality rate for children under five due to
diarrhea-related diseases dropped by
40% after the introduction of the ORT
Program. Peace Corps volunteers pro-
vide followup assistance to the families.

The Nutrition Institute for Central
America and Panama, with $8 million in
support from AID and the cooperation
of the Pan American Health Organiza-
tion and UNICEF, has launched a

regionwide effort to increase the use of
this therapy and related feeding
practices.

Immunizations protect children and
adults from disease such as diphtheria,
pertussis (whooping cough), tetanus, po-
lio, measles, and tuberculosis. Immuniza-
tion coverage reaches more than 70% in
Costa Rica and Panama but is generally
at or below 50% for the other countries
of the region. AID is working to make
vaccinations more available to children
and pregnant women and hopes to insti-
tutionalize these programs so that they
will continue to be available to children
of future generations.

In Honduras, over 1 million children
benefited from an AID-supported immu-
nization program which provided 50%
coverage of measles and DPT (diphthe-
ria, pertussus, and tetanus) and 84%
coverage of polio.

In El Salvador, a national vaccina-
tion campaign was carried out during
the spring of 1985. Over 1.6 million
doses of vaccine to protect against
measles, diphtheria, pertussis, tetanus,
and polio were administered to children
under age five. Pregnant women
received toxoids to prevent tetanus in
newborns. Estimates reveal the immuni-
zation program saved the lives of some
35,000 children. Working closely with
the Government of El Salvador and
UNICEF, AID provided funds for phar-
maceuticals, refrigerated storage equip-
ment, and promotional materials. As a
result of the government’s “Bridge for
Peace” policy, both guerrilla and
government troops observed cease-fires
on the 3 national vaccination days. In
the 1986 campaign, some 400,000 chil-
dren and pregnant women were vacci-
nated on the first of 3 campaign
Sundays.

In Guatemala, a new AID-funded
project assists the Ministry of Health to
improve its vaccination program. This
includes making immunizations available
routinely in all health facilities. It also
means visiting each household in rural
Guatemala three times a year to identify
children needing vaccinations. The
project will assist the ministry by fund-
ing training for health workers, promot-
ing vaccinations, and improving the
refrigerated transport system for the
vaccines.
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““Our security aid to
Central America should be
given and discussed in one
way: it is a shield behind
which endangered nations
can protect themselves
from external threats while
they go about the business
of building democratic
institutions, holding free
and fair elections, and
working to rectify histori-
cal patterns of social
injustice.”

Senator Henry M. Jackson,
April 29, 1983

1986 attack on the Third Brigade Head-
quarters in San Miguel. But such opera-
tions have become increasingly difficult,
less frequent, and more costly for them.

Guatemala. After a coup on March
23, 1982, new military leaders im-
plemented a democratization and devel-
opment strategy that promoted
improvements in the Indian highlands,
emphasized a code of military conduet to
improve relations between the military
and civilians, and enlisted the help of
the rural population to defend their own
villages by creating civilian defense
patrols. This strategy ended policies
that had isolated Guatemala internation-
ally and brought virtual civil war at
home. General elections in November
and December 1985 led to the inaugura-
tion of a civiljan president in January
1986.

The guerrilla threat in Guatemala is
now mainly restricted to mountainous
rural areas, parts of El Peten (including
some oil-producing and exploration
sites), and small, isolated strips border-
ing Mexico. The threat posed by the
roughly 1,500-2,000 armed guerrillas
is being met by a military that has
proven itself operationally proficient but
is increasingly and severely handicapped
by shortages of resources and equip-
ment. For example, lack of helicopter
spares hinders operations—especially
resupply and medical evacuation—in the
mountainous terrain used by the guer-
rillas.
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Guatemala has been eligible to
receive some training under the interna-
tional military education and training
fund (IMET) since F'Y 1985; because of
human rights concerns, however, no
other U.S. Government military as-
sistance has been extended to Guate-
mala since 1977. In June 1986, as a first
step to providing nonlethal military as-
sistance, the Administration forwarded
to Congress a certification on human
rights and political conditions in
Guatemala following a written request
for the assistance from the President of
Guatemala.

Honduras. In 1981, Honduras
suffered a wave of terrorist attacks. In
1983 and 1984 guerrilla units trained in
Nicaragua and Cuba entered Honduras
from Nicaragua. Neither the terrorists
nor the guerrillas had popular support;
they were quickly detected and
defeated.

While demonstrating an ability to ef-
fectively deal with small insurgent
groups, Honduras has neither the capac-
ity nor the desire to keep pace with the
military buildup in Nicaragua. Faced
with a large-scale attack by the San-
dinistas into Honduran territory, Hon-
duras would rely on assistance from the
countries belonging to the Rio Treaty.

U.S. military cooperation with Hon-
duras is designed to help the Honduran
Armed Forces develop an effective de-
terrent to externally supported ter-
rorism and insurgency and to enable the
Hondurans to contain a conventional
cross-border attack from Nicaragua long
enough for a Rio Treaty response.

U.S. military assistance has thus
sought to help the Hondurans make the
most efficient use of their armed forces,
whose modest size (18,000 active duty
military personnel) and equipment are
commensurate with the limited economic
resources of the country. Combined
U.S.-Honduran military exercises
demonstrate U.S. commitment to the
security of the region and provide train-
ing opportunities that enhance their de-
terrent effect by improving the combat
readiness of participating units.

Costa Rica. Costa Rica has no
professional standing army and depends
on the Rio Treaty for its defense. The
lightly armed 8,000 member Public
Security Force (Civil and Rural Guard)
represents Costa Rica’s only capability
to defend itself.

Fully respecting Costa Rica’s laws
and traditions, U.S. security assistance
enhances Costa Rica’s ability to main-

““When the Alliance for
Progress was first
launched, the entire
hemisphere seemed to dis-
cover that there could be
no long-term security
without economic develop-
ment. Today, we are learn-
ing a new lesson: in
addition to the nexus be-
tween security and de-
velopment, there is a
second nexus, this one be-
tween security and
democracy.”’

Elliott Abrams,

Assistant Secretary of State
for Inter-American Affairs,
June 13, 1986

tain a presence along its borders and to
train and equip a rapid reaction Civil
Guard force of less than 1,000 men.

Nicaragua. The Sandinista military
buildup makes possible both internal
repression (of the church, the press, and
political life in general) and external
pressure against Nicaragua’s neighbors
(the maintenance of guerrilla and ter-
rorist safehavens).

The operations of Nicaraguan demo-
cratic resistance forces have impeded
the consolidation of Sandinista totalitari-
anism and diverted resources that
otherwise would be available to the
Sandinistas to support guerrilla insur-
gencies elsewhere in Latin America.

At least until the June 25, 1986, vote
in the House of Representatives which
approved $100 million in military and
economic assistance to the Nicaraguan
resistance and an additional $300 miltion
in economic assistance to the Central
American democracies, U.S. uncertainty
and eontradictory actions raised ques-
tions in the region about U.S. relia-
bility as an ally against Nicaraguan
aggression.



VIi. Diplomacy

U.S. diplomacy has consistently pursued
the Commission’s recommendations that
U.S. policy should test “Nicaragua’s
willingness to enter into a general
agreement” and support a just and last-
ing solution to the Central American
crisis.

Since 1983, the United States has
supported regional negotiations through
the President’s Special Envoy for Cen-
tral America. Three distinguished
Americans have served as Special En-
voy: Senator Richard Stone and Ambas-
sadors Harry W. Shlaudeman and Philip
Habib. Their intense activity has helped
the United States maintain contact with
the region’s countries in the search for
democracy and peace.

The Contadora Process

In early 1983, Wmco, Pana-
ma, and Venezueéla's initiatied the Con-
tadora process to search for a
negotiated settlement to the crisis in
Central America. In September of that
year, these four countries, known as the
Contadora Group—and the five Central
American states produced a Document
of Objectives listing 21 points essential
to a lasting peace. The Contadora process
has worked since then to incorporate
these points into a treaty. In 1985, in an
effort to help revitalize stalled negotia-
tions, Argentina, Brazil, Peru, and Uru-
guay formed the Contadora Support
Group.

Contadora is an all-Latin American
negotiation, and, therefore, the United
States is not a participant. The United
States, nontheless, has supported the
Contadora process from the start. U.S.
objectives are consistent with the 21
points of the 1983 Document of Objec-
tives. Common objectives includes the
end of military hostilities, reductions in
foreign military advisers and equipment,
the end of support for insurgencies, and
dialogue between insurgents and the
governments they oppose, leading to
open, competitive democratic processes
in which all citizens may participate. So
long as it is fully implemented by all
parties, the United States will support
and respect a comprehensive, verifiable,
and simultaneous implementation of a
treaty fully embodying the Document of
Objectives.

The key question is whether
Nicaragua is willing to implement any
agreement any based on all the Con-
tadora objectives. To date, the Sandinis-
tas’ claim to be a revolutionary
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vanguard” that must exercise national
leadership has kept them from negotiat-
ing seriously to fulfill Contadora’s goal
of democratization. This claim to exclu-
sive political power is fundamentally in-
compatible with the Contadora nations’
vision of democracy, in which parties
compete and transfer power peacefully
to the winner of free elections.

During 1985, the Sandinistas repeat-
edly hampered efforts to conclude an
agreement. They disrupted a Contadora
meeting in June, causing a 4-month hia-
tus in the talks. In November, they
went public with extensive, detailed ob-
jections to the September 1985 Con-

- tadora draft that was similar to the

September 1984 draft they had said
they would aceept. In December 1985,

Nicaragua requested a suspension in

_negotiations until the following May. It

was alone at the OAS General Assembly
when all other members voted in favor
of continuing the negotiations.

The Caraballeda Declaration, issued
by the Contadora foreign ministers in
January 1986, provided impetus for
renewed discussions. In February,
however, Nicaragua again refused to
address key areas of disagreement on
the draft treaty. In an effort to narrow
the gap, the 13 Contadora and Central
American foreign ministers met in April

- in Panama. This time Nicaragua refused

to negotiate on arms limits and maneu-
vers. Increasingly frustrated by
Nicaragua’s intransigence, the Con-
tadora countries again called on the
Central Americans to negotiate these
matters and meet on June 6 to conclude
an agreement.

During negotiations in May the Cen-
tral American democracies offered for-
mulas to reestablish a regional mili-

tary balance. Nicaragua proposed to dis-
cuss limits only on certain types of
arms, most of which were not in its
inventory. In late May, all five Central
American presidents met at Esquipulas,
Guatemala, and declared their willing-
ness to sign a Contadora treaty.

On June 7, 1986, the Contadora

- Group presented a revised draft to the

Central Americans. On June 21, without
actually offering to sign, Nicaragua an-
nounced it was responding positively to
the June 7 draft. The Central American
democracies, however, had previously
noted that the draft has major deficien-
cies. Essentially, it leaves open key
provisions—democratization, arms limits,
and verification—and asks the Central
Americans to “sign now and negotiate
later.”

With the presentation of the June
draft, the Contadora Group seems to
consider its work to have essentially
concluded. Contadora Group spokesmen
have expressed their willingness to con-
tinue their efforts, particularly on the
statute on verification and control, but
indicated that it is now up to the Cen-
tral Americans themselves to reach
agreement on the unresolved issues in
the basic treaty.

Bilateral Conversations

Bilateral talks between the United
States and Nicaragua took place in 1984
at the request of the President of Mex-
ico, acting on behalf of the Contadora
Group. Secretary Shultz visited
Managua on June 1, 1984, to begin the
process. Nine rounds of talks, eight of
them in Manzanillo, Mexico, were then
held between Special Envoy Harry W,
Shlaudeman and Nicaraguan Vice For-
eign Minister Victor Hugo Tinoco.

. . . the development of an open political system in
Nicaragua, with a free press and an active opposition,
would provide an important security guarantee for the
other countries of the region and would be a key element
in any negotiated settlement.”’

The Commission Report,
Chapter 7
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In January 1985, the United States
decided not to schedule further bilateral
talks due to concern that the Sandinis-
tas were using them to avoid talks with
their democratic opposition and to avoid
comprehensive negotiations within Con-
tadora’s multilateral framework.

On February 10, 1986, Secretary of
State Shultz met in Washington with
the foreign ministers of the Contadora
and Support Group countries. He told
them that the United States was pre-
pared to reopen bilateral discussions
with Nicaragua if the Sandinistas talked
to their democratic opposition, including
the armed resistance. The United
States, the Secretary added, also was
prepared to respond in a positive man-
ner to concrete improvements in San-
dinista behavior in the four areas of
major concern—support for insurgencies,
Soviet/Cuban military ties, the military
buildup, and lack of democratization.

Internal Reconciliation

Under the leadership of President
Duarte, the Government of El Salvador
has repeatedly sought direct dialogue
with the Salvadoran guerrillas. The lack
of a parallel development in Nicaragua,
where the Sandinistas have refused
every opportunity to engage the demo-
cratic resistance on political instead of
military grounds, has been a major
disappointment.

El Salvador. In a speech to the UN
General Assembly on October 8, 1984,
Salvadoran President Jose Napoleon
Duarte proposed to meet military
representatives of the Salvadoran
guerrillas. Meetings between the Sal-
vadoran Government and insurgents of
the Farabundo Marti Liberation Front/
Revolutionary Democratic Force (FMLN/
FDR)—mediated by the Catholic
Church—took place on October 15 in La
Palma and on November 30 in Ayagualo
but found no common ground. The
government offered amnesty for all i in-
surgents, including leaders, and full par-
ticipation in the political process but
would not agree to demands that the
constitution be abrogated and that the

- government be restructured in an un-
democratic manner.

At Ayagualo the guerrillas exploited
the talks to spread propaganda both in-
ternally and abroad but showed no in-
terest in accommodating the Salvadoran
political system. As a result, the talks

were broken off. In the 18 months that
followed, the insurgents made numerous
calls for resumption of dialogue for
propaganda value. One such call was
made while the guerrillas held President
Duarte’s daughter hostage, yet denied
they had her.

‘While the guerrillas and the ex-
treme left continue to seek a military
victory through ‘“prolonged warfare,”
President Duarte is offering the option
of democratic politics to the nonviolent
left. Trade unions are active. Several
leftist “forums’ have been held. A
Social Democratic Party has been
founded and has published a political
platform and other manifestos in the
press. Mid-level FDR politicians have
quietly returned to El Salvador and
begun political organizing.

On March 4, 1986, President Duarte
offered to sit down with the armed
opposition if the Sandinistas did the
same. Had Duarte’s offer been accepted
by the Sandinistas, the United States
would have reopened talks with
Managua, but both the Sandinistas and
the FMLN/FDR rejected the offer.
Representatives of the insurgents and
the government did meet in April 1986,

“The United States will
support any negotiated
settlement or Contadora
treaty that will ‘bring real
democracy to Nicaragua.
What we will not support
is a paper agreement that
sells out the Nicaraguan
people’s right to be free.”

President Reagan,
June 24, 1986

in Lima, Peru, when Ruben Zamora and
Hector Oqueli of the FDR met with
Minister of Culture and Communications
(and key Duarte confidant) Julio Adolfo
Rey Prendes. Although the FDR
representatives seemed willing to com-
promise on some issues, they could not
speak for the FMLN.

On June 1, 1986, President Duarte
again probed FMLN/FDR intentions to
see if the extreme left could be incorpo-
rated into peaceful political life. While
exact plans are not public, the talks will
probably take place in El Salvador.
Archbishop Rivera Damas, as before,

will act as the intermediary. Duarte will
lead the government delegation, while
the FMLN/FDR will be represented by
Commander Joaquin Villalobos of the
People’s Revolutionary Army (ERP),
Commander Leonel Gonzalez of the
Popular Liberation Forces (FPL), and
FDR leaders Guillermo Ungo and
Ruben Zamora.

Nicaragua. The willingness of the
democratic resistance to stop fighting if
allowed to participate in genuinely free
and fair democratic elections has been
on record, in writing, since December
1983. During the summer of 1984, the
Democratic Coordinating Board (the
Coordinadora) looked to the highly
respected Arturo Cruz, a former mem-
ber of the Sandinista government, to
lead it in the November 1984 elections.
The Coordinadora was composed of
N'mragua s leading civic groups (par-
ties, unions, professional associations);
Cruz was then working exclusively with
the civic opposition. (It was only after
this effort at a political solution failed
that Cruz became a leader of the armed
resistance.) Many hoped that the entry
nto the campaign of this respected
former junta member would help
redirect Nicaragua’s political life toward
democratization.

The Coordinadora sought to negoti-
ate conditions under which fair elections
could take place. But despite the friend-
ly mediation of the Socialist Internation-
al, talks with the Sandinistas collapsed.
Some opposition parties ultimately
agreed to participate in the elections.
Most, including the Coordinadora, did
not. With freedoms of speech, associa-
tion and assembly among many rights
severely curtailed, the Sandinistas
received 67% of the votes. The Sandinis-
tas had used all the tricks Somoza used
in his own election in 1974, which the
Catholic bishops at the time called
“legal war.”

In February 1985, the Coordinadora
proposed a national dialogue with all
parhes involved in Nicaragua’s deepen-
ing political crisis—including the armed
resistance—to be mediated by the
Catholic Church. The following week,
the leading groups of the democratic
resistance declared their support for a
church-mediated dialogue.






APPENDIX A

U.S. Asgistance to Central America, FY 1983-87"

$ millions
Economic Assistance Miiitary Assistance®

ESF Assistance PL 480 Total MAP FMS IMET Total
Belize
1983 10.0 6.7 0.0 16.7 0.00 0.00 0.07 0.07
1984 0.0 3.9 0.0 3.9 0.05 0.00 0.05 0.55
1984 supplemental 10.0 14 0.0 11.4 0.00 0.00 0.00 0.00
1985 40 6.3 0.0 10.3 0.50 0.00 0.10 0.60
1986 allocation 1.9 6.6 0.0 8.5 0.48 0.00 0.07 0.55
1987 request 3.0 7.5 0.0 10.5 1.00 0.00 0.10 1.10
Costa Rica
1983 157.0 272 28.2 2124 2.50 0.00 0.13 263
1984 70.0 15.0 225 107.5 2.00 0.00 0.13 2.13
1984 supplemental 60.0 7.1 0.0 87.1 7.00 0.00 0.00 7.00
1985 160.0 13.7 21.4 195.1 11.00 0.00 0.23 11.23
1986 allocation 120.6 109 23.0 154.5 2.32 0.00 0.19 2.58
1987 request 150.0 16.0 18.0 184.0 3.10 0.00 0.25 3.35
El Salvador
1983 140.0 58.8 43.1 241.9 33.50 46.50 1.30 81.30
1984 120.2 1.1 51.1 2124 45.00 18.50 1.30 64.80
1984 supplementals 0.0 21.1 0.0 1111 131.75 0.00 0.00 131.75
1985 195.0 66.7 52.6 314.3 124.75 10.00 1.50 136.25
1986 allocation 177.0 81.1 50.8 308.9 125.37 0.00 1.44 126.81
1987 request 240.0 85.0 52.7 377.7 134.65 0.00 1.60 136.25
Guatemala
1983 10.0 12.2 4.4 26.6 0.00 0.00 0.00 0.00
1984 0.0 4.4 11.6 16.0 0.00 0.00 0.00 0.00
1984 supplemental 0.0 15.6 0.0 15.8 0.00 0.00 0.00 0.00
1985 125 424 25.4 80.3 0.00 0.00 0.46 0.46
1986 allocation 47.9 36.2 18.4 102.5 0.00 0.00 0.29 0.29
1987 request 70.0 40.0 23.7 133.7 10.00 0.00 0.50 10.50
Honduras
1983 56.0 31.2 14.0 101.2 27.50 9.00 0.80 37.30
1984 40.0 31.0 19.3 920.3 40.00 0.00 0.94 40.94
1984 supplemental 72.5 73 0.0 79.8 36.50 0.00 0.00 36.50
1985 75.0 374 18.4 130.8 66.30 0.00 1.10 67.40
1986 allocation 61.3 43.2 18.3 122.8 78.66° 0.00 1.05 79.71
1987 request 90.0 51.0 17.8 158.8 87.50 0.00 1.30 88.80
Panama
1983 0.0 6.2 1.0 7.2 0.00 5.00 0.45 5.45
1984 0.0 10.7 1.0 11.7 0.00 5.00 0.50 5.50
1984 supplemental 30.0 4.0 0.0 34.0 8.00 0.00 0.00 8.00
1985 20.0 14.8 0.0 34.8 10.00 0.00 0.59 10.59
1986 allocation 5.7 17.2 0.0 229 3.83 3.83 0.57 8.23
1987 request 28.0 18.1 0.0 46.1 9.80 4.00 0.75 14,55

26

Continued on p. 27






APPENDIX B:
Summary of Commission Report

OUTLINE

The report, which was dedicated to
Senator Henry Jackson and transmitted
to the President on January 10, 1984,
consisted of the following chapters:

1. Introduction and basic themes.

2. Placed crisis in larger hemispheric
context.

3. Provided historical perspective.

4. Examined prospects for economie
and political development; presented
recommendations.

5. Discussed social issues—health
and education particularly—and made
recommendations.

6. Explored security issues and
recommended U.S. action.

7. Looked at diplomatic aspects and
offered recommendations on pursuing
negotiated settlements.

8. Conclusion.

—On security and diplomatic issues,
the report dealt with El Salvador, Hon-
duras, Nicaragua, Guatemala, and Costa
Rica. Panama and Belize were included
for discussion of development programs.

MAJOR THEMES SET FORTH
IN THE COMMISSION REPORT

—The crisis in Central America is
acute. Its roots are indigenous—in
poverty, injustice, and closed political
systems. But world economic recession
and Cuban-Soviet-Nicaraguan interven-
tion brought it to a head.

—The crisis will not wait. It must be
addressed at once and simultaneously in
all its aspects. Ultimate resolutions
depend on economic progress, social and
political reform. But insurgencies must
be checked if lasting progress is to be
made on these fronts.

~Indigenous reform, even indige-
nous revolution, is no threat to the
United States. But the intrusion of out-
side powers exploiting local grievances
for political and strategic advantage is a
serious threat. Objective of U.S. policy
should be to reduce Central American
conflicts to Central American
dimensions.

—United States has fundamental in-
terests at stake: Soviet-Cuban success
and resulting collapse of Central Amer-
ica would compel substantial increase in
our security burden or redeployment of
forces to detriment of vital interests
elsewhere.
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—As a nation we have deep and
historic interest in promotion and
preservation of democracy. Report con-
cludes that pluralistic societies are what
Central Americans want and are essen-
tial to lasting solutions. In this case, our
strategic interests and our ideals
eoincide.

—Central Americans desperately
need our help, and we have a moral ob-
ligation to provide it. The United States
and other nations can make a difference.
But, in the end, solutions will depend on
the efforts of Central Americans them-
selves. -

—Although there is urgent need for
action, no quick solutions can be ex-
pected. The United States must make a
long-term commitment and stick to a
coherent policy.

—That policy can and should be
bipartisan. Commission found wide con-
sensus on principles and objectives.

POLITICAL AND ECONOMIC
DEVELOPMENT

—Central American economies grew
substantially during-the 1960s and early
1970s. But income distribution was
highly inequitable, except in Costa Rica
and Panama.

—Trend toward more pluralistic
political systems in El Salvador,
Guatemala, and Nicaragua reversed in
early 1970s.

—World recession and rising political
violence had catastrophic effect on
region’s economies in late 1970s, early
1980s. All have declined dramatically.
El Salvador’s gross domestic product is
off 25% since 1978.

—Even with successful stabilization
programs and restored political stability,
per capita wealth in 1990 would only be
three-quarters of what it was in 1980.

—There must be substantial increase
in outside assistance.

—Commission believes economic
development cannot be separated from
political and social reform. Objective
must be parallel development of pluralis-
tic societies and strong economies with
far more equitable distribution of
wealth,

—We propose a program of U.S.
assistance designed to promote economic
growth, democratization, and greater
social equity.

—We encourage the greatest possi-
ble involvement of the U.S. private sec-
tor in the stabilization effort. Recom-
mend the formation of an emergency ac-
tion committee of private sector per-
sonalities to provide advice on new
private-public initiatives to spur growth
and employment.

Recommendations: An Emergency
Stabilization Program

—Leaders of the United States and
Central Ameriea should meet to initiate
a comprehensive approach to economic
development of the region and rein-
vigoration of the Central American
Common Market.

—A $400 million supplemental in
FY 1984, over and above the $477 mil-
lion now in the budget for the seven
countries. There is urgent need to sta-
bilize economies now going downbhill
very fast.

—Focus this assistance on labor-
mtensive infrastructure projects and
housing. Unemployment is a critical
problem—peolitically and economically.

—Establish a program to provide
U.S. Government guarantees for short-
term trade credits. External credit has
dried up. Without it economies cannot
be reactivated.

—Provide an emergency loan to the
Central American Common Market to
permit the reactivation of this vital
organization. Lack of resources in the
market to settle trade accounts among
the countries has stalled it.

—US. Government should take an
active role in the efforts to resolve the
external debt problems of Central
America and should encourage the coun-
tries that have not done so to seek
multilateral rescheduling.

—Also encourage commercial banks
to remegotiate at the lowest possible
interest rates.

Recommendations:
Medium and Long-Term

—Commission estimates $24 billion
in net external exchange inflows needed
by 1990 to foster a growth rate of 3%
per capita, returning these countries to
pre-recession levels of per capita wealth.
About half—$12 billion—is expected to
come from international institutions,



other donor countries and loans, and in-
vestments from private sector sources.

—U.S. Government will have to pro-
vide as much as $12 billion if these
financing needs are to be met.

—We propose, in this context, a pro-
gram of $8 billion over next 5 fiscal
years (FY 1985-89) in U.S. Government
assistance. This would be divided very
roughly into about $6 billion in appropri-
ated funds and about $2 billion in con-
tingent liabilities covering guarantees,
insurance, and the like.

—Compared with current projections
for F'Y 1985-89, these contributions
would constitute an increase of about
$2.8 billion in appropriated funds and
$0.7 billion in contingent liabilities over
the 5-year period.

—Urge that Congress authorize
multiyear funding of this program. Com-
mission believes firm, long-term commit-
ment is essential.

—To give form and structure to the
development effort, suggest establish-
ment of the Central American Develop-
ment Organization (CADO). Perhaps
one-quarter of U.S. aid could be chan-
neled through CADO.

—CADO would consist of the United
States and those countries of the seven
willing to commit themselves to internal
democracy and reform. Continued mem-
bership would depend on demonstrated
progress toward those goals. Adherence
to regional security pact also required.

—Nicaragua could participate by
meeting these conditions.

~CADQ’s principal body would be a
Development Council with tripartite,
ILO [nternational Labor Organization]-
style representation. Would assess pro-
gram and progress toward economic
growth, democratization, reform, and
preservation of human rights.

—Other democracies would be in-
vited to join.

Additional Recommendations

—Expanded assistance from the U.S.
Government for democratic institutions
and leadership training—neighborhood
groups, cooperatives, binational centers,
and visitor programs for leaders of labor
unions, local governments, and other
organizations.

—Require a firm commitment by the
Central Americans to economic policies,
including reforms in tax systems, to en-
courage private enterprise and individ-
ual initiative, to create favorable

investment climates, to curb corruption
where it exists, and to spur balanced
trade.

—Urge extension of duty-free trade
to Central America by other major trad-
ing nations.

—Review nontariff barriers to im-
ports from Central America with a view
toward using whatever flexibility that
exists within the framework of multi-
lateral agreements to favor Central
American products.

—Establishment of the Central
American Development Corporation—a
privately owned venture-capital com-
pany which could initially be financed by
a loan from the U.S. Government.

—Recommmend that the United
States join the Central American Bank
for Economic Integration.

—Technieal and financial support for
export promotion and a U.S. Govern-
ment review of pontariff barriers to
Central American imports.

—Expanded availability of insurance
guarantees for new investments from
the U.S. Government’s Overseas Private
Investment Corporation.

—Increased foeus in assistance pro-
grams on small business and aceelerated
agricultural development—particularly in
production of food for domestic
consumption.

HEALTH AND EDUCATION

—Democracy and prosperity in the
region require accelerated human de-
velopment. Hunger, disease, and illitera-
¢y sap a people’s vitality and impede
the growth of viable democratic inst-
tutions,

—Literacy rates are unacceptably
low in several countries (e.g., Guate-
mala, 45%; El Salvador, 63%; Honduras,
60%), handicapping education efforts
seriously.

—Widespread malnutrition also hand-
icaps education by sending physically
and mentally underdeveloped children to
school.

—Goals should include a reduction of
malnutrition, elimination of illiteracy,
expanded education, health, and housing
opportunities.

—Initial efforts must be to increase
food assistance to Central America
through the PL 480 programs.

—Commission calls for formation,
under direction of the Peace Corps, of a
Literacy Corps and a Central American
Teachers Corps.

—To meet needs in higher education,
U.S. Government scholarships should be
raised to approximately 10,000 over 4-6
years, a level comparable to Cuban and
Soviet Union efforts.

—Educational reform can also be en-
couraged in the areas of technical and
vocational education through the expan-
sion of the International Executive
Service Corps and through closer
cooperation with Central American
universities to improve the quality of
education.

—Judicial systems in Central Amer-
ica can be strengthened by providing
resources for training judges, judicial
staff, and public prosecutors.

—Continuation and expansion of ex-
isting programs for disease control and
eradication, as well as immunization and
oral rehydration.

—Training of primary health work-
ers, especially nurses, should be ex-
panded and the means developed to
integrate private and public financing of
health services.

—Assistance programs should target
the area’s severe housing shortage.

—Training of public administrators
required to improve public service.

—U.S. Government should provide
more resources to meet critical problem
of refugees and displaced persons—more
than 1 million of them need help.

SECURITY ISSUES

—In El Salvador there are two
separate conflicts: (1) between those
seeking democratic reform and those
seeking to retain their privileges;

(2) between Marxist-Leninist guerrillas
and those who oppose Marxism-
Leninism.

—In discussing the latter we identify
three general propositions about such
guerrilla movements:

(1) They depend on external sup-
port. Without it they are unlikely to
succeed.

(@) They develop their own momen-
tum which reform alone cannot stop.

(8 Victorious, they create totalitar-
ian regimes, even though they have en-
listed support of democratic elements in
order to project democratic, reformist
image.

—External support comes from
Soviet Union, Cuba, and now Nicaragua.
Cuba has developed into a leading mil-
itary power through Soviet assistance.
Since Sandinista victory, Soviets have
come around to support Cuban strategy
of armed road to power in Central
America.

—There are serious strategic implica-
tions for the United States in Soviet-
Cuban support for armed insurgency in
the region.
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APPENDIX C

Central America Democracy, Peace, and Development Initiative

Section 701 of the International Securi-
ty and Development Cooperation Act of
1985 (Public Law 99-83), enacted Au-
gust 8, 1985, added the following “Chap-
ter 6—Central America Democracy,
Peace, and Development Initiative” to
the Foreign Assistance Act of 1961:

SEC. 461. STATEMENT OF
POLICY.—(a) The Congress finds that—

(1) the building of democracy, the
restoration of peace, the improvement of
living conditions, and the application of
equal justice under law in Central
America are important to the interests
of the United States and the community
of American States; and

(2) the interrelated issues of
social and human progress, economic
growth, political reform, and regional
security must be effectively dealt with
to assure a democratic and economically
and politically secure Central America.

(b)1) The achievement of democracy,
respect for human rights, peace, and
equitable economic growth depends
primarily on the cooperation and the hu-
man and economic resources of the peo-
ple and governments of Central
America. The Congress recognizes that
the United States can make a significant
contribution to such peaceful and
democratic development through a con-
sistent and coherent policy which
includes a long-term commitment of as-
sistance. This policy should be designed
to support actively—

(A) democracy and political
reform, including opening the political
process to all members of society;

(B) full observance of internation-
ally recognized human rights, including
free elections, freedom of the press,
freedom of association, and the elimina-
tion of all human rights abuses;

(C) leadership development,
including training and educational pro-
grams to improve public administration
and the administration of justice;

(D) land reform, reform in tax
systems, encouragement of private
enterprise and individual initiative, crea-
tion of favorable investment climates,
curbing corruption where it exists, and
spurring balanced trade;

(E) the establishment of the rule
of law and an effective judicial system;
and

(F) the termination of extremist
violence by both the left and the right
as well as vigorous action to prosecute
those guilty of crimes and the prosecu-
tion to the extent possible of past
offenders.

(2) The policy described in paragraph
(1) should also promote equitable eco-
nomic growth and development, includ-
ing contrelling the flight of capital and
the effective nse of foreign assistance
and adhering to approved programs for
economic stabilization and fiscal respon-
sibility. Finally, this policy should foster
dialog and negotiations—

(A) to achieve peace based upon
the objectives of democratization, reduc-
tion of armament, an end to subversion,
and the withdrawal of foreign military
forces and advisers; and

(B) to provide a security shield
against violence and intimidation.

(3) It is the purpose of this chapter
to establish the statutory framework
and to authorize the appropriations and
financing necessary to earry out the
policy described in this section.

(c) The Congress finds, therefore,
that the people of the United States are
willing to sustain and expend a program
of economic and military assistance in
Central America if the recipient coun-
tries can demonstrate progress toward
and a commitment to these goals.

SEC. 462. CONDITIONS ON FUR-
NISHING ASSISTANCE.—The President
shall ensure that assistanece authorized
by this Act and the Arms Export Con-
trol Act to Central American countries
is furnished in a manner which fosters
demonstrated progress toward and com-
mitment to the objectives set forth in
section 461. Where necessary to achieve
this purpose, the President shall impose
conditions on the furnishing of such as-
sistance. In ing out this section,
the President shall eonsult with the
Congress in regard to progress toward
the objectives set forth in section 461,
and any conditions imposed on the fur-
nishing of assistance in furtherance of
those objectives.

SEC. 463. PEACE PROCESS IN
CENTRAL AMERICA.—The Congress—

(1) strongly supports the initia-
tives taken by the Contadora group and
the resulting Document of Objectives
which has been agreed to by Costa
Rica, El Salvador, Guatemata, Hon-

duras, and Nicaragua and which sets
forth a framework for negotiating a
peaceful settlement to the conflict and
turmoil in the region; and

(2) finds that the United States
should provide such assistance and sup-
port as may be appropriate in helping to
reach comprehensive and verifiable final
agreements, based on the Document of
Objectives, which will ensure peaceful
and enduring solutions to the Central
American conflicts.

SEC. 464. ECONOMIC ASSISTANCE
COORDINATION.—(a) The Congress
finds that participation by Central
American countries in an effective fo-
rum for dialog on, and the continuous
review and advancement of, Central
America’s political, economic, and social
development would foster cooperation
between the United States and Central
American countries.

(b) It is the sense of the Congress
that—

(1) the President should enter
into negotiations with the countries of
Central America to establish a Central
American Development Organization
(hereafter in this section referred to as
the “Organization”) to help provide a
continuous and coherent approach to the
development of the Central American
region; and

(2) the establishment of the
Organization should be based upon the
following priniciples:

(A) Participation in the Organiza-
tion should be open to the United
States, other donors, and those Central
American countries that commit them-
selves to, among other things, respect-
ing internationally recognized human
rights, building democracy, and en-
eouraging equitable economic growth
through policy reforms.

(B) The Organization should be
structured to include representatives
from both the public and private sec-
tors, including representatives from the
labor, agriculture, and business commu-
nities.

(C) The Organization should meet
periodically to carry out the functions
described in subparagraphs (D) and (E)
of this paragraph and should be sup-
ported by a limited professional
secretariat.

(D) The Organization should
make recommendations affecting Central
American countries on such matters as—

(i) political, economic, and social
development objectives, including the
strengthening of democratic pluralism
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and the safeguarding of internationally
recognized human rights;

(ii) mobilization of resources and
external assistance needs; and

(iii) reform of economic policies
and structures.

(E) The Organization should have
the eapacity for monitoring country per-
formance on recommendations issued in
accordance with subparagraph (D) of
this paragraph and for evaluating
progress toward meeting such country
objectives.

(F) To the maximum extent prae-
ticable, the United States should follow
the recommendations of the Organiza-
tion in disbursing bilateral economic as-
sistance for any Central American
country. No more than 75 percent of
such United States assistance in any fis-
cal year should be disbursed until the
recommendations of the Organization for
that fiscal year have been made final
and communicated to the donor coun-
tries. The limitation on disbursements
contained in the preceding sentence
should apply only to recommendations
made final and communicated to donor
countries prior to the fourth quarter of
such fiscal year. The United States
representative to the Organization
should urge other donor countries to
similarly implement the recommenda-
tions of the Organization.

(G) The administrator of the
agency primarily responsible for ad-
ministering part I of this Act, or his
designee, should represent the United
States Government in the Organization
and should carry out his functions in
that capacity under the continuous su-
pervision and general direction of the
Secretary of State.

(c) Subject to subsection (dX2), the
President is authorized to participate in
the Organization.

(dX1) The administrator of the
agency primarily responsible for ad-
ministering part I of this Act, under the
supervision and direction of the Secre-
tary of State, shall prepare a detailed
proposal to carry out this section and
shall keep the Committee on Foreign
Affairs of the House of Representatives
and the Committee on Foreign Rela-
tions of the Senate fully and currently
informed concerning the development of
this proposal.

(2) The President shall transmit to
the Committee of Foreign Affairs of the
House of Representatives and the Com-
mittee on Foreign Relations of the
Senate a copy of the text of any agree-
ment, which he proposes to sign, that
would provide for the establishment of
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and United States participation in the
Organization no less than sixty days
prior to his signature. During that sixty-
day period there shall be full and formal
consultations with and review by those
committees in accordance with proce-
dures applicable to reprogramming
notifications pursuant to section 634A of
this Act.

SEC. 465 AUTHORIZATIONS FOR
FISCAL YEARS 1988 AND 1989.—(a) In
addition to amounts otherwise available
for such purposes, there are authorized
to be appropriated to the President, for
the purpose of furnishing nonmilitary as-
sistance for Central American countries,
$1,200,000,000 for each of the fiscal
years 1988 and 1989, which are autho-
rized to remain available until expended.

(b) For the purpose of providing the
assistance described in subsection (a),

funds appropriated pursuant to the
authorizations in that subsection may be
transferred by the President for obliga-
tion in accordance with the authorities
of part I of this Act (including chapter 4
of part II), the Peace Corps Act, the
Migration and Refugee Assistance Act
of 1962, the United States Information
and Education Exchange Act of 1948,
the Mutual Educational and Cultural
Exchange Act of 1961, the National En-
dowment for Democracy Act, and the
State Department Basic Authorities Act
of 1956.

SEC. 466. DEFINITIONS.—For the
purposes of this chapter, the term “Cen-
tral American countries” includes
Belize, Costa Rica, El Salvador,
Guatemala, Honduras, Nicaragua,
Panama, and regional programs which
benefit such countries.

APPENDIX D

The Central American Development Organization

The Commission and the Central Ameri-
can Initiative advocated the creation of
a broadly representative regional body
to discuss broad policy issues to
advance the cause of democracy and
development.

In an amendment to the Foreign As-
sistance Act enacted in July 1985, Con-
gress authorized the President to
undertake efforts with the countries of
Central America to establish a Central
American Development Organization
(CADO), to “help provide a continuous
and coherent approach to the develop-
ment of the Central American region.”
A CADO, composed of government, bus-
iness, and labor representatives from
those countries agreeing to cooperate,
would recommend political, social, and

economnic policies, including the use of
foreign assistance, in order to promote
human rights, equitable economic
growth, and democracy in the region.

Since July 1985, labor, business, and
government representatives in the
United States have met jointly on vari-
ous oceasions to discuss the desirability
of organizing a CADO. Once a consensus
was achieved in Washington, the three
sectors initiated the process of soliciting
the views of Central Americans. Thus
far, reactions have generally been posi-
tive, and there has been movement in
several countries toward establishing na-
tional tripartite groups. The United
States will continue to explore the feasi-
bility of organizing a CADO on a region-
al basis. In September 1986, the United
States and several Central American
representatives will attend a seminar on
CADO in San Jose, Costa Rica.











