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NOTES ON THE BOLIVIAN SITUATION 

I. roONOMIC SITUATION 

1, The economic-financial measures enacted by the Government on 

February 9, 1985 which were intended to take a corrective action 

towards an economic adjustment, did only have an adverse effect that 

led to an indefinite general strike by the Central Obrera Boliviana. 

2, According to the Government, such measures were planned for the 

achievement of consecutive mini-devaluations towards the establishment 

of a real exchange rate for the U.S. Dollar. The mentioned mini

devaluations were to be effected once a month. However, when the 

Government enforced the first such mini-devaluation - out of the many 

that were supposed to be carried out - and raised the exchange rate from 

9,000 pesos up to 50,000 pesos, an extraordinary psychological impact 

took place, causing a skyrocketing of prices and a strike process that 

put the COB and the Government against each other by means of a miners 

strike followed by a general strike and a partial blockade of coµntry 

roads by the Confederaci6n Unica de Trabajadores Campesinos de Bolivia 

CUTCB led by Genaro Flores. To sum up, the above mentioned economic 

measures were neither adequate nor were they taken at the right time. 

They only worsened inflation, severely disabling the national economy. 

And what is sti.11 worse, this situation created an atmosphere of 

a critical unrest in the population, wh:kh forced President Siles 

to resort to the Armed Forces in order to stop the strike. In other 

/.-
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words, it was demonstrated that the moral and material cooperation 

from the United States does constitute the only support for the Siles 

Government. 

II. POLITICAL SITUATION 

1. There are clearly defined political sectors who are lookinf 

for the soonest r.:eneral elections. They are: Acci6n Democratica Nacio

nalista (ADN) led by Gen. Hugo Banzer Suarez, Paz Zamora's NIB, the 

MNRI of President Siles Zuazo, the Christian Democracy PDC, Humberto 

Cayoja's ARENA and other small political parties that claim to be of 

a nationalist texture. On the other hand, there are other political 

parties that are contrary, directly or indirectly, to said elections: 

POR (all fractions); PRIN of Juan Lechin; Partido Socialista, both 

fractions; all of the left-winf parties who are represented at the 

COB; and, most of the COB. Fin2,lly, there are sectors such as Paz 

Estenssoro's MNR, Senator Oscar Zamora's FRI and the Muscovite 

Communist Party, who play at both sides. 

2. This panorama reflects the native Bolivian "leaderism" policy. 

Despite the numerous political trends and parties, three main 

civilian political leaders plus one military leader (Hugo Banzer) are 

confronting against each other on the political stage. It is note

worthy that none of the political parties has an administration plan 

with a theorical basis and a clear economic policy to face and over

come the present economic and financial crisis, which is featured by an 

/.-
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unprecedented hyperinflation in Bolivia's Republican history. All of 

them claim that they will chanpe the present situation, but they just 

don't say how. 

J. The economic, social and political power forces (Armed Forces, 

private corporations, workers, peasants and political parties) keep an 

undeclared struggle. The Church fears a victory of Gen. Hugo Banzer. 

The Armed Forces, who are split into three sectors (Institutionalists, 

those involved in drug-traffick and the Pseudo-leftists), do not show 

an absolute union, and the permanent interfering of U.S. Ambassador 

Edwin Corr puts off a military action in the Bolivian political 

development. The private corporations are swinging between their 

cooperation to Hugo Banzer and Paz Estenssoro, although the banking

financial sectors vive their open support to Gen. Banzer. Within the 

COB there is an internal confrontation: the Trotzkysts, for instance, 

proposed that an armed revolt be started upon the culmination of the 

general strike. The prompt action of the Armed Forces, however, gave 

an end to that intention; the Lechin sector was entering into negoti

ations with Victor Paz' MNR in order to constitutionally substitute 

president Siles by Dr. Julio Garret,President of the Sena,te, thus 

postponing the general elections until 1986; the Muscovite 

communists, socialists and President Siles Zuazo, on the other hand, 

are seeking the nomination of Roberto Jordan Pando as the candidate 

for the coming presir. ential elections. Jordan Pando was in office as 

Minister of Planning and Coordination of the UDP government in past 

months. 
/.-
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4. The above brief description gives an evidence of the deep 

economic, social and political crisis that is overwhelming the country. 

This situation urgently demands that an expeditive analysis be made 

by the United States, a.s the attitudes of U.S. Ambassador Edwin . . Corr 

show only subjective positions regarding the conclusion of his 

diplomatic mandate and action which, so far, have been extremely poor 

politically, economically and, above all, in the drug enforcement 

action, where disastrous results are hurting Bolivian and United States 

interests. 

5. The economic crisis has created an underground and clandestine 

economy that has spread in Bolivia to such and extent that it is 

displacing the fonnal economy that was standing in Bolivia. This 

underground economy is based upon speculative actions caused by the 

unreal fixed official exchange rate of the U.S. dollar, the political 

prices, the subsidizing of food and other items in the State-owned mines, 

and the outlawed licenses that are granted by the government to certain 

workers organizations for the distribution of food and other products 

of a basic need. 

6. This type of economy resulting from speculation and corruption 

profits, promoted by the Siles government policy ever since October 10, 

1982, gave rise to a social structure of echelons in the power factors 

(COB, CUCTB, Private Companies, State-owned corporations and State banks, 

especially Banco Central, COMIBOL, ENAF, YPFB, ENTEL and CBF), which 

bring about a deformation bf the political panorama, because these 

/.-



privileged echelons are contrary to the elections, Within this group 

are the official and opposing parties; consequently, the Congressmen 

(Senators and Deputies), who are foreseeing the loss of their jobs in 

an immediate future, will be ready and willing to take any action, 

including the postponement of the July 1984 elections, 

7, This situation will smartly be taken advantage of by President 

Siles Zuazo for the delay of the elections and for avoiding the legal 

congressional process against him, which is pending for the time being . 

This process is due to President Siles direct or indirect involvement 

in drug traffic, 

8. The economic crisis, which is featured by an unprecedented 

hyperinflation in the Bolivian economic history, will grow worse and 

will cause that a substantial part of the agrarian sector (which is the 

only sector that is economically supporting our underdeveloped country, 

though precariously) engage in the growing of coca plantations, a fact 

that will inexorably increase cocaine production and drug traffic, 

This, in turn, will result in a decrease of food production. And it is 

food production what is presently offsetting a socio-political upheaval 

Hkely to happen in Bolivia any d.ay, with unpredictable consequences if 

the prevailing economic, social and political conditions are not 

promptly taken care of. 

/.-
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9. In the a,tmosphere of this chaos:, the Armed Forces have 

preserved their image, in spite of the different trends that can be 

evidenced among their members. 

10. This situation of a total economic disaster worsened by the 

inflationary cancer and the overwhelming drug-traffic, engulfed by 

the social and political confusion, has caused Bolivia to lose an 

own initiative to solve or relieve its problems, and the Nation is 

claiming for guidance from abroad; because the democratic orientation 

and assistance suggested by the United States, the European Economic 

Community and the Latin-american democratic countries, have not 

served the purpose of relieving the economic and financial crisis but 

rather to worsen it. At the light of the above considerations, a 

different model is demanded in order to avoid the social collapse 

that may jeopardize the existence of Bolivia as a Nation and give rise 

to an atmosphere of unrest in the Southern cone of the Continent. 

La Paz (Bolivia), April 12, 1985. 





There exists larqe 
Tne perioa oeEween now, the July 14 elections and the August 6 
inaurguration in Bolivia 

There exists interagency concusus that the period between now, 
the July 14 elections and the August 6 inauguration in Bolivia 
is critical importantce and concern. I requested and got an 
R/Ig scheduled for Friday at 2 to consider Bolivia. Amb. Ed 
Corr has sent up his DCM, Bill Walker, to attend the meeting. 

Our immediate objective is to ensure that the Bolivians 
hold honest elections on July 14 that will provide legitimacy 
to the next government and help to establish democacy more 
firmly in Bolivia. Achieving that will be difficult but if 
we do, we can then perhaps move to our next two important 
objectives: to get the GOD to take necessary economic 
measure to stop economic decline and to prevent an economic 
collapse that could results in the fall of democracy and to help 
the GOB institutionalize the cocaine control programs they 
have agreed to and have begun to implement. 

Since our first priority in Bolivia continues to be the maintanenc 
of a viable, pluralistic, constitutional reigme and to avoid 
extreme solutions with either the left or the right. If 
pushed, however, we should agree that in the face of a disintegrattion 
in Bolivia society and the installation of a marxist-leninist 
regime, we would opt for a rightlist defacto government. 
The primary internal check is the military, historically the 
nation's most cohesive and powerful political organization 
which can be counted on to unite if threatened in this manner. 

1. Getting to the elections. 
Our intelligence indicates 
Everyone anticipates that the extreme left will attempt to 
prevent the elections from going forward.---Pfes±eefle
s±±es-eefle±fl~es-ee--
and more important, that they are infinitely capable of 
ee±fl~ accomplishing this. President Siles continues to 
bow 

After the debilitating strike in March by the COB, which 
stikes' goal was to bring down the government and almost 
succeccded in doing so, President Siles has eefle±fl- succombed 
to leftist pressures on important issues: 
(1) A trade office in Havana will be opened and Bolivia & Cuba 
will exhcnage radio and TB programs with Cuba 
(2) Negotiations with the USSR for Aeroflot landing rights 

contine 
(3) Cancellation of US-Bolivian exercises 
(4) Refusal to accept assistance for elections from both 

the US and Argentina. 

DECLASSIFIED 
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BY K~ L NARA Dl:\TElLL rs/ 13 



State's paper for the R/IG is deliberately vague (for once 
exercising caution about leaks), staing only "Soviet bloc 
interference should be monitored and countered." I believe 
it absolutely imperative that we quickly move to created two 
coalitions, both inside Bolivia and with Latin Americans, and 
work in concert with them. Ealier action plans for Bolivia 
called for strengthening democratic elements in labor, the 
Church, media, acedemia and the private sector. We should 
move to pull them togehher to increse their influence to 
prevent the left's efforts to prevent the elections. With 
other Latin Americas, espeically the Argentines, we should 
ery-ee-arrive------ first discuss with them the various 
ee~~-- outcomes scenaviors that could occur in Bolivia 
and t5ry to not only work together with them to-~reveRt 
insure that the elections go forward, but to arrive at 
common gre~-- responses if the military has to move. 
At all costs, we should work to prevent our having a 
different opinion about events in Bolivia with our 
Latin American allies. Also, Argentina does have a goreat 
deal of influence in Bolivia and we should encourage them 
to take the lead, b~e-- and put ourselves in the bakcground 
as willing and supportive partner. 
Alfonsin is as worried about Bolivia as we are, and they 
are an important commerical partner and the principal 
consumer of Bolivian natural gas. 

The other counties which border on Bolivia: Brazil, Paraguay, 
Chile, Peru, Argentina. 



WITHDRAWAL SHEET 
Ronald Reagan Library 

Collection Name Withdrawer 
Latin American Affairs Directorate, NSC: Records KM 9/29/2011 

L 

File Folder 

BOLIVIA (SAFE 1) 10/28/1985-11/25/l 985 

Box Number 

1 

FOIA 

MI0-353/1 
DENNISON 

70 

ID Document Type 

Document Description 

No of Doc Date Restric-
pages tions 

120094 CABLE 

291635Z OCT 85 

1 10/29/1985 Bl 
B3 

The above documents were not referred for declassification review at time of processing 

Freedom of Information Act - [5 U.S.C. 552(b)] 

B-1 National security classified information [(b)(1) of the FOIA] 
B-2 Release would disclose internal personnel rules and practices of an agency [(b)(2) of the FOIA] 
B-3 Release would violate a Federal statute [(b)(3) of the FOIA] 
B-4 Release would disclose trade secrets or confidential or financial information [(b)(4) of the FOIA] 
B-6 Release would constitute a clearly unwarranted invasion of personal privacy [(b)(6) of the FOIA] 
B-7 Release would disclose information compiled for law enforcement purposes [(b)(7) of the FOIA] 
B-8 Release would disclose information concerning the regulation of financial institutions [(b)(8) of the FOIA] 
B-9 Release would disclose geological or geophysical information concerning wells [(b)(9) of the FOIA] 

C. Closed in accordance with restrictions contained in donor's deed of gift. 



WITHDRAWAL SHEET 
Ronald Reagan Library 

Collection Name Withdrawer 
Latin American Affairs Directorate, NSC: Records KM 9/29/2011 

L 

File Folder 

BOLIVIA (SAFE 1) 10/28/1985-11/25/1985 

Box Number 

1 

FOIA 

Ml0-353/1 
DENNISON 

70 

ID Document Type 

Document Description 

No of Doc Date Restric-
pages tions 

120095 CABLE 

290 l 50Z OCT 85 

1 10/29/1985 Bl 
B2 
B3 

The above documents were not referred for declassification review at time of processing 

Freedom of Information Act - [5 U.S.C. 552(b)] 

B-1 National security classified information [(b)(1) of the FOIA] 
B-2 Release would disclose internal personnel rules and practices of an agency [(b)(2) of the FOIA] 
B-3 Release would violate a Federal statute [(b)(3) of the FOIA] 
B-4 Release would disclose trade secrets or confidential or financial information [(b)(4) of the FOIA] 
B-6 Release would constitute a clearly unwarranted invasion of personal privacy [(b)(6) of the FOIA] 
B-7 Release would disclose information compiled for law enforcement purposes [(b)(7) of the FOIA] 
B-8 Release would disclose information concerning the regulation of financial institutions [(b)(8) of the FOIA] 
B-9 Release would disclose geological or geophysical information concerning wells [(b)(9) of the FOIA] 

C. Closed in accordance with restrictions contained in donor's deed of gift. 



WITHDRAWAL SHEET 
Ronald Reagan Library 

Collection Name Withdrawer 
Latin American Affairs Directorate, NSC: Records KM 9/29/2011 

L 

File Folder 

BOLIVIA (SAFE 1) 10/28/1985-11 /25/1985 

Box Number 

1 

FOIA 

Ml0-353/1 
DENNISON 

70 

ID Document Type 

Document Description 

No of Doc Date Restric-
pages tions 

120096 CABLE 

292130Z OCT 85 

1 10/29/1985 Bl 

B3 

The above documents were not referred for declassification review at time of processing 

Freedom of Information Act - [5 U.S.C. 552(b)] 

B-1 National security classified information [(b)(1) of the FOIA] 
B-2 Release would disclose internal personnel rules and practices of an agency [(b)(2) of the FOIA] 
B-3 Release would violate a Federal statute [(b)(3) of the FOIA] 
B-4 Release would disclose trade secrets or confidential or financial information [(b)(4) of the FOIA] 
B-6 Release would constitute a clearly unwarranted invasion of personal privacy [(b)(6) of the FOIA] 
B-7 Release would disclose information compiled for law enforcement purposes [(b)(7) of the FOIA] 
B-8 Release would disclose information concerning the regulation of financial institutions [(b)(8) of the FOIA] 
B-9 Release would disclose geological or geophysical information concerning wells [(b)(9) of the FOIA] 

C. Closed in accordance with restrictions contained in donor's deed of gift. 



f .~G E 01 

EOB98 1 
LI>. PAZ 86 51 

AI/J 06813 

)!G. 2; , ; ,, 1 QC ' ; , 

!OR: , B2/L31 9Z 

C :·, . • :• .. : 5 ,J 

CSI<: ric t 4iJ7 

DISTRIBUTION: MI LL-01 RA Y-01 LE dHll NORT-01 BL' RG·J l I..!.ll::..Ql 
HUGH-01 \/ IGG-01 Dc.NZ-01 / 009 A2 

WHTS ASSIGNED DISTR I BU TI ON: 

SI T: 

EOB: 

OP I MMED 

S!U2003 

DE RUEHLP a865 1/ 01 2022304 

0 2922531 OCT 85 
FM AMEMBASSY LA PAZ 

TO SECSTATE WASHD C IMMEDIA TE 8618 

INFO AMEMBASSY 4SUNCION 3786 

AME~BASSY BOGOTA 4003 

P.11EMBl>.SSY BRAS IL IA 4222 

AMEMBASSY BUENOS AIRES 7032 

AMEl1BASSY CARJ'.CAS 4884 

A~EMBASSY L I MA215 9 

AliEl1BASSY IIOIHEVIDEO 179 1 

AMEMBASSY QUIT O 3938 

AMEMBASSY SAN T I AGO 642 1 

USMISSION USUN NEW j ORK 3153 

DIA WASHDC 

USAFSO HOWARD AFB PN//LAI// 

USCINCSO QUARRY HEIGHTS PN//J2/IN!AFF/SCJ2-PLOPS// 

24COMPW HOWARD AFB PN // DO I // 

" B II F 1~0 E ,1 T I 2 I SECTION 01 OF 05 LA PAZ 0865 1 

-~ 

DIA FOR Ill BR ANC H: USC I NCSO ALSO FOR POLAD 

E. O. 12356: DECL: OA DR 

TAGS: ECON, EF IN, Bl 

SUBJEC T: DEPUTY ASS I STANT SE CRET ARY IDAS) ROBERT GELBARD 
' BREAKFAST DI SCUSSION WITH PRIVATE SE CTOR 

REPS ON BOLIVIA 'S ECONOM I C SITUATION 

1. CONFIDENT I AL - ENTIRE TEXT. 

SUtlMARY 

2. THE BOLIV I AN-AMER IC AN CHAMBER OF COMMERCE HOS lE D 

A UORKING BREAKFAST ON OC TOB ER 28 FOR DE PUTY AS SISTAN T 

SECRETARY ROBERT GELB/.RD TO DISCU , S BOLI VIA 'S CcRREN T 

EC ON OMIC SI TUA TION AND THE UA RCOT 1CS PROBLE M. DAS GELBA RD 

5.41D THA T USG WAS SUPPOR T IVE OF ,H E iffWLY EL ECTE D 

DEMOCRA TIC GOVERUMEN T' S COUR AG EOU S EFFORTS AT 

ECO NOMIC STABILIZAT I ON BU T \.: .4RN ED THAT FAILURE TO 

TAhE ADEQUA TE STEPS ON THE NARCOTICS FRONT I NCLUDING 

CROP ERA.D I CATIOII THREATENED FUTURE cOU RCES OF U.S. 

ASS I STANC E. ! Hf GENERAL CONSENSUS OF TH E GROUP WAS 

THAT THE IJ[W ECONOMIC POLICIES WER E A POSIT I VE STEP 

JO.REC TIFY MANY OF THE ECONOMIC PROBLEMS, BUT TH AT 

BOLIVIP. B.AOLY NEEDED 11/lERtlATIOIIAL fll-JA I/CIAL 

ECONOMIC PSSISTANCE. THE PRIVATE SECTOR REPS 

E .. i'RESSfO COl,C[RN .ABOUT THE N.4RC O! I CS " 0E LEM, BU T 

,'E RE HOPEFUL lH.Al :H E RECENT NATION .4L 1ST R[VO. ull Ol:ARY 

;, : ; [M[iH '' '!·lR) /N.s TI Ot-l AL 1ST oi'::oCR 'T ' C 4CT ION (AD N) 

I ' ' I 

.. 1 . .. ,IL 
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SPEC I AL l.~ B• : ~cc,QR ON INTERNA ! IO!I AL ~lBT AFFAIRS 

ADOLFO L INARES SAID THAT BOLIVIA WAS MAK i NG PROGR[SS 

I N OBTAIU I NG BADL Y "E EDEO I NT[RqATIONAL FINANC I AL 

ASSISTANC E, SU! W.CR l,IEO THAT FAI LURE TO OBTAI N 

SHORT- TERM CR ED I TS y~qf t TE UED THE ' ! CCESS Of TH E 

ECO ii 0i11C PRO GRP.M. EIID SL /·IMARY 

BREAKFAST Dl l CUS SI ON OF ECONOM IC Ah D " ARCO TICS I SS UE 

3. ON OCJOB[ R ~E DEPU TY ASSI STCNT SEC~ E! ARY OF STATE 

RO BERT GELBARD AND AM BA SSAD OR REVIE WED WITH A 

SMALL BUS I NE SS GROUP THE IMPACT OF JiOLIVIA'S NEW --ECOtl0111C POLICY AIID THE ABSOLUTE 111P ERATIV E TO 

STAR T ER ADICAT I NG COCA PLAN TS. THE SESS I ON WAS 

HOSTED BY THE SOL IV I P. l/ -l.11ER I CAN GHAl1BER OF COMl1ERC E 

AND INCL UD ED SO ME OF THE LEAD I NG PR I VAT E SECTOR REPS 

I N BOLIVIA . I ! \./AS THE GEtiER.AL COliS Et-lSUS OF TH E 

GROUP THAT THE EC ON OMIC PROGR AM IMPLEME NTED BY TH E 

PAZ EST ENSSORO GO VERNMEhT WAS A VI PBLE PLAN 

WHICH OFFERED THE PO SSIBIL I TY or ECO tiOMIC S!P.BIL l lATION. 

IIOIJETHELESS, THESE BUS l >: ESS E, ECUT IVES STRESSED THAT 

SO L ! VIA' S ECONOMIC PROB LEMS ~E RE SO SEV ERE THAT 

INCREAS ED :HO RT·T~RM ECCNOMIC A~SIS TAhC E WAS ESSEN T IAL 

TO THE PROGR AMS SUCC ESS. 

USG SUP OR!S BOLIV I AN EFFORTS AT EC O~ OMI C STA BIL I ZAT ION 

4. DAS GELBARD OPENED UP TH E DI SCUS:ilON BY STATI NG 

THAT USG WAS VERY IMPRESSE D BY lH E NEW ECONOMIC 

PROGAM IMPLEMENTED ON AUGUST 29 • NO REAFFIRMED USG 

SUPPORT FOR BOLIVIA ' S DEMOCRAT I C PROCESS. GELBARD 

SAID THAT WH I LE BOLI VIA'S ECOtlOHIC SI TUAT ION WAS 

SER I OUS, A START HM BEEN MADE TOWAR DS ECONOM I C 

STAB IL I ZATION. GELBAR D POINTED OUT THAT PREVIOUS 

BOL I VIAN GOVERNMENT' S MISMANAG EMENT OF THE ECONOMY 

WAS A 11.AJOR Fl•.CTOR COIHRIBUT ll•i'io BOLIVI A'S 

DECL I NE AN O ADDEO THA T TH I S HAD GENERATED GR EAT 
SC EPTICISM IN WASHINGTON VIS-A-VIS BOLIV IA. HE 

S.AID, HOWEVER, THE NE\./ PR/:.GMA!IC EC ONOMIC PROG RAM 

wAS GA I NING BOL IV! A WID ESP REu.o :REOI BIL ITV, NOT 

ONLY IN USG CIR CLES, BU! WORL D\.I IDE. GEL BARD \.1 1.RN ED , 

HO\.IEVER, THAi TH ERE WERE STROiiG COIIG RESSION.AL PRESSURES 

TO FREEZE ECO'!O tllC .AS ~I STAIJ CE I F BOLIVIA FAILED TO 

MOUNT AN EFF[CI I \I E COCA ER AO, :AliON P~OGFAM. 

BT 
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TAGS: EG ON, EF IN, BL 

SU BJECT : DEPUTY ASSISTANT SECRETARY IDAS) RO BERT GE LBARD 

5. GELBARD EXPLAINED TH AT U.S . EFFORTS AT REDU CING 

ITS OWN-F ISC AL DEF I CI T MEANT TH AT lllCREASES I N FORE I GN 

AI D \,/ERE UNLIKELY IN THE FORESEEABLE FUTUR E. HE 

Ei'iPHASllEO, HO\IEVER, THAT TH E RE AGAN ADMINIS TRAT I ON 

\/AS EXTREMELY SE l<SIT I VE TO THE THIRD \,/OR LO' S ECONOMI C 

DEBT Pf OBLEMS , AN D \/AS FI GHTING TO BLOCK A SER I ES OF 

PROlECT,IOIIIS T MEASUR ES BElllG PROPOS ED IN CONGRESS, 

GELBARD ALSO SAI D THAT SECRET ARY OF TH E 

TREASURY'S RECENT PROP OSALS BEFORE THE IMF/IBR O 

CONFEREN CE IN SEOUL COIIF IRMEO USG STRONG EFFORTS TO 

PROVIDE BADLY NEEDED INTER nAT I ONAL CRED I T ASSIS TANC E TO 

TROUB LED EC 0:10111 ES. 

PRIV ATE SECiO R NE ED S IIHERli.AT I ON .4L FI I/M-lCI AL .ASSISTAN CE 

6. CO cfEDERA TION OF i~IR EFR ENEURS ACTING FRESI DEN T 

CARL OS MORAL ES SA ID THAT BOLIVIA'S BU SIN ESS COMMUNIT Y 

UAS VERY SUPPOR TI VE OF PAZ ES lENS SOR O' S MAR KE T 

ORIENTED [CO•WMIG PROGr.aM, HE SA ID , HO\/EI/ER, THAT 

THE CUR RENT ECO liOMIG CRI SI S DEM A;WED FOR EI GN ECOll011 1G 

ASSIS T4 NG E FOR TH E AI L ING PR I VATE :, ECTOR. ~O RA LES SA I D 

THAT ONL Y TH E ~Ri Vµ T[ :; EC i O< COULD 1101/ E IN 

I ' 

('( ,I ir,, 1 I •. 

/,' \ ( 

ih E ,MORf - ,ur, TORE hC 1! 1IJ,l t , HE EC ':, om, 

' [ : ,• ccCT ED 'HAT , E'-F· !- . i S ON ASSISTANC E 
r r .:G t4!1 J BE 'JE.~.F. ED i Q ~ · : P:?1 \JAT E 
SECTOR . 

7. PR IVATE MINE 01/NER MI GU EL ORLANDI NI SAI D THAT 

BOL I V!A '.!PS Ill UR GEIH llHD OF USG EC ONOM IC ASSISTANCE 

TO EIISURE CONTlllUATION OF TH E OEl10CRA TI C PR OCESS . HE 

SAID THAT TH E USG SH OULD I MPL EMENT A CAR IBBE AN 

11-ITI ATIVE TY PE PROGRAM 1l·i BOLIVI A. HE ALSO SUGGEST ED 

THE SIGNING OF I NCRE AS ED U. S. FOOD CRED I TS TO BOL I VIA , 

8, DAS GELB AR D RESP OND ED THA T SUCH AN ARRANGEMEN T 

\,/AS HIGH LY UNL I KEL Y FOR BOL I VI A. GELB µ.R O EXPLA INED 

THAT THE ANDEAN REGION \/AS EXTREMELY I MPOR TANT TO 

U.S. INTERESTS Ano THAT ANY SUCH ARR ANGEMEN T WOUL D 

HAV E TO BE CONS ,O ERED ON A REGIONAL BASIS. TH E 

AMBASSADOR DD OED THA T BOLI VI A'S PRO BLEM \/AS TIMING, 

-~NO 1HAT IT HAD iO LOOK TO\.IP.RDS SHO RT - TERM ASSISTANCE 

\.IH IC H IIJCLUDED REACHING .,.GREEME IHS WITH THE I MF ANO 

OP I C. 

PR IVATE SECTOR CONCERNED ABOUT NARC OTICS PR OBLEM 

9. MIN I NG EXECUTIVE CARLOS ITUR RALDE SAI D 

TH AT BOL IVIA ' S PR I VAT E SECT OR WA S EXTREMELY CONCERNE D 

ABO UT THE " ARCOl 1CS PROBLEM. HE SAID THAT ANY 

GOV ERNMENT EFFOR TS .u.T DEAL I IIG \.II TH TH I S PROBLE M 

HAO TO BE REAL I ST I C. I TUR RALDE SA I D HE \.IAS CONFI DENT 

THA T THE GOB WOU LD FO RMULA TE AN O IMPL EMEN T A 

FORC EFUL Al-IT 1-NP.RGOT I CS PROGRAM. HE DOUBTED, HO\.IEVER, 

THAT THE GOB UOUL D IN TH E NEXT THREE MON THS BE ABLE TO 

ERAD ICATE 4, COrJ HECT/I.RES OF COCA. 

10. ITURRALDE SAID TH AT NARC OTICS PROBLEM WAS 
HAVING A NEGAT I VE EFFEC T ON LEGITIMATE PRIVATE 

SEC TOR ACTIV I TY. HE EXPLAI NED THAT LEG I TIMATE AG RO -

INDUSTRIAL ENTERPRISES THR OUGHOUT THE COUNTRY \/ER E 

HAV ING DIFF ICUL TY FINDING FIELD HANDS BECAUSE SO 

MANY CAMP ESINOS UERE EMPLOYED CULTIVA TIN G COCA. HE 

POll·HEO OU T TH AT TO DATE EF FOR TS .u.T CROP SU BSTITU TI ON 

HAD FAILED ANO ?HAT GRE ATER USG PSS ISTANG E HAO TO 

BT 



" , £ 01 

t OG:3 83 
LA P/J.Z 86 51 

AN0068 11 

I I 

DTG: 29225JZ OCT C5 p:; 11: 862550 

TOR: 302 /2333 Z CS N: HCE409 

O; v f ii : BUT ION: !11 LL-O l RAY - Cl LEVIJ-01 I/ORT-fl! BURG-01 illl-01 

HUGH-01 \/I GG-01 DAllZ -01 /0 09 A2 

\/H TS ASSIGN ED DISTR I BUTION: 

SIT: 

EOB: 

OP I 11MED 

STU20Hl 

DE RUE HLP e865 l/ 03 30i2 308 

0 2922 53Z OC T 85 

FM AME MBA SS Y LA PAZ 

TO SECSTAT E 1/ASHD C I MMEDIATE 8620 

IIIFO AMEMB .4S SY P.SUNCION 3788 

AMEMB ASSY BOG OT A 4005 

AMEMBASSY BR ASI L IA 4224 

AMEMBASSY BUENOS AIRES 7034 

AMEMBASSY CARACAS 4886 

Al1El1BASSY l !MA 216 1 

AM EMBASSY MONTEV I DEO 1793 

AMEM BPSSY QUIT O 39 40 

AMEMBASSY SA NTI AGO 6423 

USMISSION USUN NEIi YORK 31 55 

DI A WASH DC 

USAFSO ~QI/AR D AFB PN/ / LAI// 

USCINC SO QUAR RY HEIGHTS PN/ / J2 /I NTAFF /SC J2- PLOPS // 

24COMP\/, HOW.ARD AFB PN// DOI// 

e-o II-"'."! 8 EI~ T I AC SE CTION 03 OF 05 LA PAZ 08651 
-, 

_,.; 

~DI A FO R'. IR BRANCH: USC I NCSO ALSO FOR POLAD 

E. 0. 123 56: DECL: OADR 

TAGS: ECON, EF IN, BL 

SU BJE CT: DEPUT Y ASS I STANT SECRETARY (DASI ROBERT GELBARD 

BE EARMARK ED IN TH IS AR EA . 

REA L I ST1 C NARC OT I CS PROGRAM 

ll. I T"URRALDE SA ID THA T THE NEW POLIT I CAL PAC T 

BETWEEf THE MN R AND ADN OP ENED UP GREA T POSSIBIL IT I ES 

FOR THE . FORMU LATION AND IMPLEME NT ATION OF AN EFFEC TI VE 

MED I UM-TE RM PROGRAM TO ADDR ESS TH E NARCOT I CS I SS UE. 

HE RE I TE RATED THAT SUCH A PROGRAM MUST BE REA L I ST IC . 
HE SAI D TH AT A SlRIOUS GOB ATTEM PT AT ERADICATION 

COULD RESULT IN VAST MIGRATIONS Of BOLI VIAN PEASA NTS 

TO 11AJ OR URBP.N CEMTERS, FURTHER COM POUN DING EX ISTING 

HI GH UN EM PLOYM ENT RATE S. HE SAID THI S COU LD GRAV EL Y 

HE i GHTEN SOCIAL TENS I ONS I N BOLIVIA. 

NAR CO - t!ON EY 

12. I N RESPONS E TO THE Al'l6ASSe.DOR' S QUESTION OF 

RUMORS lH AT NAR CO-T RAFF 1CK ERS WE RE PROVIDING CRED IT 

ASSIS TPNCE TO AI LI NG BO LI VIAN BUSINESSES IH E SROU P 

DENIED ANY hNOWll DGE. I TTURA LDE WARNED TH Al THE 

I NAB I l I TY OF CUK REIH F I R~S TO BORROW AT PREVA I L ING 

HIGH CG/1r1ERC Al 6o!JK .E l,DIIJG RA ! Eo ·1Al ~OR CE Th EM 

-o LOOK iO li ~RC O·· IIONE \ 'OF. :UR\l! VAL. dE : u.:, GESTtD THAT, 

I F BO Ll:/ I A' S P' · V0.TE ; Ec:oR DI D ':OT GET C_ Ei-lJ riOII EY 

FROM P.BROAD TH E N.u.RCO-TR.~FF: CKERS' 1 II FLUENC E 1/0UL D 
CONTINU E TO GROW. 

BOL IVIAN SEEKS I NTERNAT I ONAL Fl nA NC I AL ASS I STAN CE 

13. CURR ENT GOB SPEC I AL Pl1BP.SS IDOR FOR INTERNP.TIONAL 

DE BT AFFAIRS, PDOL FO l l llP.RES , S.41D THAT BAS ED ON HI S 

RECENT DIS CU SSIONS WIT H USG OFFICIALS IN WAS HINGTON 

HE DID NO T E(P!C T ANY SH ORT - TERM USG DISB URSEMENTS 

AS I DE FROM ThE PL - 480 PROGRA M. HE SA ID VICE PRESIDENT 

JU L IO GARRETT 'S 11EETll·IGS WITH HIGH l EVEL INTERNATIONAL 

LEADE RS OUR:NG OPENIUG OF U.N. ASSE MBLY 

MAD E PROGRESS TOWARDS FORMULA TING A DONORS 

CLUB FOR BOL I VIA. L IIIARES SA ID TH AT GARR ETT 

HAD APPROACHE D 36 COUU TRI ES TO BE PART OF SUCH AN 

ARRANGEMEN T ijHIC H COUlD PROVIDE BOLIVIA UP TO 

$1 50 Mill 10N I ll ECOl-lOM I C i>SS I STANC E. l llJARES SAI D 

THAT 11·1 HIS OWN CONVERSP.TIONS WITH VEl·J EZUELAN 

PRESIDENT JA IME LUSINCHI, LUSINCHI \./AS STRONG LY 

BE HIN D THE ID EA OF A DOUORS CL UB AND HAD PLE DGED 
$50 Mi ll I ON . 

IMF .i\GREEMENT 

14. L INAR ES PO I NTED OUT THAT,ASSUM ING THE BEST CASE 
SC ENAR I O, HE DI D IIO T EXPECT BOL IVIA TO RE ACH AN 

P.GREE l1ENT WITH THE IMF UNTIL EA RLY NEXT YEAR. HE 

AD DED THAT SUCH AN AGREEM EUT ON LY WO ULD PROV IDE 

BOLIVIA WI TH APP ROXIMATE LY $SB MILLION OVER A 

12 MONTH PER I OD . LIN ARES 4DMITTED THAT AN IMF 

AGREEMENT COU LD OPEN UP NEW SOURCES OF BILATERAL, 

IF I AND POSS I Bl Y I IHERli .uT I ONAL PRIVA TE BAN K 

FINANCIAL ASSISTANC E. 

\./O RLD BAN K 

15 . L ,NARES .ALSO EXPlA ,rJED THAT,BEFORE TH E END Of 

TH E YE .AR, BOLIVI A 1,/0UL D BEGl/i NEGOTIAT ING A WORL D 

BANK STRUCTURAL ADJUS TMENT LCAN 10 PRO VIDE IMPOR T 

CRED IT S TO THE BOLIVIA N STP.TE MI II ING CORPORA TION 

BT 
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_ DLA EQ~ IR BRANC H: USCINCSO .Q LSO FOR PO LAD 

E. 0. 123 56 : DEC L: OAD R 
TAGS: ECON, EF IN, Bl 
SUBJ ECT : DEPUTY ASSISTANT SEC RETARY IDAS ) ROBERT GELBAR D 

(COMISO[ ) AND THE BOLIVIAN STATE PETROlEUM COMPA NY 
IYPF BI . • LI NAR ES SA ID HE DID NOT EXPEC T THI S LOAN 
TO BE AJF ROVED UN TIL SOMETIME IN 198 6. 

BOLIV1A:PROPOSES U.S. BRIDGE LOAN 
- --- ---: --------- --- ----- - --- ---- --

16. LINARES SAIDTHAT, DUR iG N GAR RETT 'S COl·IVERSA TIONS 
WITH SECR ET AR OF ST ATE GEORG E SCHUL TZ, BOL IV IA 
HAD REQUESTED U.S . IRE ASU REY BRIDGE LO~N. LINAR ES 
SAID THAT SHULT Z HAD AGREED TO STUDY PROPOSAL. 

ECOIWMIC PROGRAM 

17, LIN ARES SAID THA T THE ECON OMIC PR OGRAM OF 
AUG US T 29 WAS AIME D AT REDU CIN G THE HUG E FIS CAL 
DEF ICI T PROBLE M. LIN ARES EXP LAINED THAT THE PROGRAM'S 
IMPLEMENTA TION HAO RE SUL TE D IN tlOrnB LE EFFOR TS 
AT PUBL IC SE CTOR EXPENDI TUR E CO NTROL AS WELL AS 
EL EVA TIN G GOVERNME NT RE VENU E LE VELS. NONElH EL ESS , 
l lNA RE S YARII ED THAT THE DEFIC IT V~S SO LARGE TH AT 
BO LI VIA IIEEDED INTERtrn TIOlrn L Fl!!Al-iC IA L, JSSI STA NCE ,, 
TQ COVER THE GAP. 

! . 
' 

,-

i I I 

L t, tj . I, 

I Ji ! -r , i 

1£. L 11/ARES C0 1iC LiJD Ec - i•i, -iH ILE MAl·I Y PROJ EC TS 
AII D .o.GREEt1ENTS V:RE IN TH E WORKS THAT WOULD GO P LO NG 
WAY TO RED UCI I/ G BOLIVIA' S PAYMEN TS GAP ESTIMATE D 
AT 1300 MILL ION, t10ST OF TH IS MOtJ EY WOULD BE 
DIS BURSED IN 1986. HE S4 1D THA T BOL IV IA WAS 10 
RECE 1 VE ALMOST HO ASSl~T ANCE DURING THE LAST QU ART ER 
OF 1985. HE W.4 RI/ ED THAT WITHOUT, '.HOR T- TERM 
FII.JANCIA L P.SSISI Al·IC E, BOLIVIA WAS SER IOUSLY 
RISKI NG A COL LAPS E OF THE ECONOM IC PROGRAM AI/ D THE 
EliD OF ANY :ER IO:JS POSSIBLITY OF EC ON 0111C RECOVERY. 

DE FICIEN CIES THREATEN SUCCE SS OF ECONOMIC PROG RAM 

<-
19. FORM ER MINIS TER OF FINANC E AN D MIN ING EXECU TIVE 
m CENTRA L IZIIIG COMIBOL 
WERE THR EA TE~E D BY TH E APP OINTME NT OF INCOMPE TE NT 
MEN TO RUN COM IBOL. HE ADDED THAT THE MIN ISTER 
OF FINANCE AND MINISTER OF TRANSPOR TATION WERE ALSO 
UN FIT TO HOL D OFF ICE. BONIFAZ SA ID TH AT ULT IMA TELY 
SUC CES S OR FAI LUR E OF THE ECONOM IC PR OGRAM WAS IN 
.THEtlAI-IDS OF HIGH LEV EL GOVERIIM EtH PERSONNEL WHICH 
IN SO ME GL ARIIIG CASES WAS CAUSE FOR PESSIMISM. 
LAS T CHA NCE FOR BOL IVIA 

20: CARLOS MORPLES COMMENTE D ON BOLIV IA'S 
VOLATILE AII D COMPLEX PO LI TIC AL CLIMAT E. HE NO TE D 
THAT HER l•MI SI LES' UD P COA LITI ON WHICH HP.D RE SOUNDI NG LY 
WO N TH E 1982 PRE SID ENTIAL ELECT IONS HAO LOST All 
SUP PORT IN THE 1985 ELECT IONS. MORAL ES EXPLAIN ED 
THAT FA ILUR E OF PAZ ' S ECONOM IC PROGRAM COULD RESUL T 

IN Al/ OT HER WI LD SWI NG IN POP ULAR SEI/T IMENT TOWAR DS 
AN EXTREME LEFT IST SOLUTION TO BOLIVIA'S MYRIAD 
PROBLEMS, HE WAR NED THAT TH IS COU LD BE BOLI VIA ' S 
LAS T CH AIJ CE AT lf1PLEt1 ENT ING PRO FREE 11 ARKE T, PRO 
. U.S. POL IC I ES IN THE CONTEXT OF A OEl10CR_ATIC FRAMF\.IORK . 

i,.. 

COl1MEN T 

BT 
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SUBJECT: DEPU TY ASS I STANT SECRETARY (D ASI ROBER T GEL BARD 

21. DAS GELBARD 'S MEETING WITH BOLIVIA ' S PRI VAT E 

SECTOR jiE AVY\./EIGHT S RESU LTED IN A USEFUL, FRANK, 

EXCH.4l{G_E OF VIEWS. IN CONTRAST TO MEET I NGS OF THIS 

1\1.ilD D]LRIIJG THE SI LES .4D l11NISTRATION, WHERE HEAVY 

CRITICl~S M OF GOVERliMEIH LEFTIST POL IC IE S DOM IIIATED 

CON VERSfa)ION, TH IS DI SCU SSION \/AS CH ARACTERIZED BY 

A UNANi hOUS APPR OBAT ION OF TH E GOVERNMEN T'S 

ECONOMI C POLICIES AND ATTITUDES 10\/ARDS THE PRIVA TE 

SECTOR. \/HAT IS ALSO SIGNIFICANT I S THE GR OWING 

~WAR ENESS ON TH E PART OF THE BUS INESS COMMUN ITY 

Of TH E l!ARCOTIC S PR OBLEM AN D I TS DETR IMENTAL EFFECT 
ON BOLI VIA' S ECON OMIC STRUCTUR E AN D 1NT ER NA TI ON AL 

IMAGE . . 4L SO, THERE EXI STS THE CRI T IC.4L UIIDERSHIWI NG 

OF U.S . CONGR ESSIONA L ATTITUD ES ON ERA DIC ATION AN D 

THE DETRIMENTAL EFF ECTS ON U. S. - BOL IV I AN RELATIO NS 

Of TH IS PROBLE M. 

22. THE P, E:E NCE OF DE BT CZ AR ADOLFO LINARES 

SIGN.4LED THE PRIVATE SECTOR'S OVER\./HELMING CONCERN 
WITH REGARDS TO GOVlR!·IMENT EFFORl S 10 OBTAIN INT ER 

NAT I ONAL ASS I STANCE .D.140 ~EN EGOTIATI ON Of THE I NT ER· 

N.sTIONAL DE BT. THE CU RR EN T FE EL IIIG IN BOLIVI AN PUBLIC 

AND PRIVATE SECTOR CIR CLES IS THAT BOLI VI A HAS TAK EN 

r ou RAG EOUS STEPS TO REGAI N ITS C~ED I BI L I TY A!iD !WI/ I/EEDS 

~ 

, , iMu;:G, uRG E1H , ·,T El, 1,Af l ON~L Ht . .P 01,S E FRC" ,'RIENDLY, 
( 'L C>1;' ,~ r.OLl<T,i ES . 

:-;JJ~ .D ECC'l· ;U ~O . .. ORE N~) RC..JE LL 
BT 
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E. 0. 12356: DECL: OADR 
TAGS: SNAR, BL 
SUBJECT: NEW PROPOSAL FOR NARCOTICS LAW INTRODUCED IN 

BOLIVIAN CHAMBER OF DEPUTIES 

REF : LA PAZ 8851 

1. ON OCTOBER 28, 1985, A NEW PROPOSAL FOR A COMPRE
HENSIVE LAW ON NARCOTICS IN BOLIVIA WAS INTRODUCED IN 
THE CHAMBER OF DEPUTIES BY MNR DEPUTIES MARIO VELARDE 
DORADO AND FRANKLIN ANAYA VAZQUEZ. THE TEXT OF THE LAW, 
WHICH CONSISTS OF 183 ARTICLES, PRECEEDED BY 26 PAGES 
OF BACKGROUND/INTRODUCTION, WAS PREPARED BY NAU CON
TRACTOR/ATTORNEY DR. ENRIQUE VALVERDE, AT THE REQUEST 

OF DEPUTY VELARDE. TWO COPIES OF TEXT llN SPANISH! 
WERE POUCHED TO INM/P ATTN. MARY JEANNE MARTZ ON NOV. 1. 
REQUEST COPY TO BE PASSED TO DR. RIOS. 

2. IT IS THE VIEW OF THE LAW'S SPONSORS THAT THE NEW 
DRAFT CONTAINS SIGNIFICANT SUBSTANTIVE IMPROVEMENTS 
OVER THE PREVA ILING DECREE LAW PUBLISHED JULY 19, 1985 
BY THE SILES ADMINISTRATION ALTHOUGH THE MISSION BELIEVES 
THAT THE DECREE LAW CURRENTLY IN FORCE FULLY MEETS THE> 
TEST FOR CERTIFICATION BY THE DEPARTMENT UNDER SECTION 
611A OF INTERNATIONAL SECURITY AND DEVELOPMENT COOPER
ATION ACT OF 1985. 

3, WITH RESPECT TO THE LAW'S SUBSTANCE, THE NEW DRAFT 
APPEARS TO SIGNIFICANTLY TIGHTEN PROCEDURES AND PEN-
AL TIES . FURTHERMORE, IT CONTAINS SWEEPING NEW PROVISIONS 
FOR THE CREATION OF A MINISTRY OF NARCOTICS AFFAIRS, 

WHICH WOULD EXERCISE FULL AUTHORITY OVER THE POLICE) 
ANO All OTHER AGENCIES OF THE GOVERNMENT CONCERNED 
WITH NARCOTICS, AND WOULD MAKE JUDICIAL REVIEW OF A 
NARCOTICS CASES MANDATORY. THE THRUST OF THESE PRO
VISIONS IS AGAINST CORRUPTION. SPONSORS OF THE LAIi 
HAVE CONCLUDED THAT THE BOLIVIAN NATIONAL POLICE, 
AS AN INSTITUTION RESPONSIBLE FOR ANTI-NARCOTICS EN
FORCEMENT, IS INCAPABLE OF KEEPING ITS HOUSE IN ORDER , 
AND THAT THERE MUST BE AN AUTHORIT Y SEP~R ATE FROM THE 
POLICE THAT WILL BE ABLE, AMO NG OTHER THIN GS , TO PUT 
CORRUPT POLICEMEN IN JA IL. THE SAME REASON ING APPLIES 
TO THE JUDICIARY. IT IS POSSIBLE 10 TAKE THE POSITION 
THAT CREATING A NEIi MINISTR Y OF NARCOTICS AFFAIRS 
IS MERELY TO SPAWN ANOTHER BUREAUCRATIC LAYER. BUT 
IT IS UNDENIABLE, BASED ON PAST BOLIVIAN PERFORMANCE, / 
THAT POLICE AND JUDICIAL CORRUPTION, FED BY THE ENORMOUS 
RESOURCES OF NARCOTRAFF I CK I NG INTERESTS, Ill LL CONT I NUE 
UNLESS SOME TYPE OF RADICAL SURGERY IS APPLIED. 

4. THE MISSION' S NARCOTIC S COORDINATING COMMITTEE 
REVIEWED THE DRAFT, AND REQUESTED CRITICI SM AND COMMENT 
FROM THE MISSION LEGAL ADVI SOR, WHO IS A BOLIVIAN 
CRIMINAL AND CONSTITUTIONAL SCHOLAR OF SOME REPUTE . 
\/HILE SOME TECHNICAL CRITIC ISMS WERE ADVANCED , THE 
COMMITTEE CONCLUDED THAT THEY WERE OUT WEIGHED BY THE 
OVERWHELMINGLY POSITIVE THRUST OF THE PROPOSED LEG
ISLATION. SINCE INTRODUCTION OF THE PROPOSAL, CONCER NE D 
ELEMENTS OF THE MISSION HAVE THEREFORE ASSISTED, 

\/HERE POSSIBLE, TO OBTAIN FAVORABLE MEDIA COVERAGE 
AND TO CONVEY OUR SUPPORT TO KEY BOLIVIAN DEPUTIES 
AND SENATORS. THE MISSION HAS, OF COURSE , NO INTENTION 
OF TAKING A PUBLIC POSITION ON THIS PROPOSAL, NOR TO 
REVEAL THE PART PLAYED BY THE MI SSION IN ITS DRAFTING 
TO ANY BUT THE MOST TRUSTED CONFIDANTS. 

5. ON TUESDAY, OCTOBER 29, THE DAY AFTER THE PROPOSAL 
\/AS INTRODUCED, THE AMBASSADOR AND DAS GELBARD CALLED 
ON PRESIDENT PAS ESTENSSORO AND EXPRESSED THE USG'S 
SATISFACTION AT ITS INTRODUCTION BY MNR DEPUTIES, 
LEAVING A COPY OF THE PROPOSAL WITH PRE SIDENT PAZ. 
WH ILE THE PRESIDENT HAD NOT YET BEEN MADE Al/ARE OF THIS 
BT 
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Sl1l JE CT: NE\/ PROPOSAL FOR NARCOTICS LAW INTRODUCED IN 

REF : LA PAZ 8851 

INITIATIVE IN ANY DETAIL BY HIS PARTY MEMBERS, HE TOOK 
THE NEWS WITH EQUAN IMITY. WE ARE HOPEFUL THAT, AFTER 
HAVING READ ANO DIG ESTED THE CONTENT OF THE PROPOSAL, 
THE PR ESIDE NT WIL L LEN O HIS SUPPORT TO IT . 

6. DURING THE UEEK FOLLOWING INT RODUCTION, MEDIA COVER
AGE WAS GENERALLY FACTUAL/ FAVORABLE, WITH ONE SANTA 
CRUZ PAPER ALLEGING THAT THE PROPOSAL UAS A USG INITIA
TI VE SIMILAR TO DR AFT LEGISLATION TH AT WE HAO ALREADY 
INFLICTED ON A NUMBER OF OTHER SOUTH AMERICAN COUNTRIES. 
OF MORE IMPORTANCE IS THE GATHERING MOMENTUM OF SUPPORT 
FROM MEMBERS OF THE MNR, AND A SURPRISINGLY POSITIVE 
STATEMENT FROM AON DEPUTY ALFREDO ARCE CARPIO, GENERALLY 
KNOWN AS A CURMUDGEON, FROM WHOM NOT MUCH WAS EXP ECTED . 
ARC E'S STATEMENT WAS BROADCAST ON RADIO PANAMERICANA 
ON OCTOBER 30, AND EXCERPTS APPEARED IN FRONT PAG E 
ART ICLE IN LA PAZ DAILY "LOS TIEMPOS" ON NOVEMBER 4, 
TOGETHER WITH STATEMENTS OF DEP UTIE S VEL ARDE AND ANAYA 
AMONG OTHER THI NGS, AR CE STATED CATE GORICALLY TH AT THE 
AON WILL SUPPORT THIS PROPOSAL WITH QUOTE ALL OF ITS 
RESOURCES UNQUOTE . 

I 

7. THERE ALSO HAVE BEEN SOME INITIAL FAVORABLE REACTIONS 
FROM SOME WELL PLACED MIR DEPUTIES !THE PRINCIPAL 
OPPOSITION PARTY ON THE LEFT) . 

COMMENT 

8. THE LEGISLATIVE PROCESS IS LENGTHY IN THE BOLIVIAN 
CO NG RESS ANO EVEN UNDER THE MOST FAVORABLE CIRCUMSTANCES / 
THE PROPOSED LAW COU LD NOT PASS UNTIL SOMETIME NEXT ✓ 
YE AR. ALTHOUGH PRESIDENT PAZ ESTE NSS ORO IN PRIN CIPL E 
THOUGHT THE CONGRE SS IONAL IN IT IATI VE WAS POSI TIVE , HE 
WARNED THAT THE DRAF T'S LENGTH AU TOMATI CALL Y CREATES 
NUMEROUS WINDOWS FOR PHILOSOP HICAL DE BATE AND ARTICLE
BY-ARTICLE CHALLENGES ON TECH NICAL IMPERFECTIONS 
AND CONCORD ANC E WITH OTHER LAWS . THERE IS A LONG WAY 
TO GO ON THE PROPOSED LA\/. 

9. IN THE MEANTIME , NEWSPAPER STORIES EMANATING FROM 
VARIOUS SOURCES , INC LUD ING SOM E GOB GOVERNMENT SOURCES 
ANO NON-ATTRIBUTED USIS PL ACEME NTS, HA VE REFERR ED 
EXPLI CITL Y TO THE NEED TO ELIMI NATE " ILLEG AL COCA 
CULTI VA TION." TH E IDEA TH AT THERE IS "ILLEGAL COC A" 
DEPENDS ENTI RE LY ON TH E EXISTENCE OF THE ANTI- NARCOTICS 
LAW TH AT WAS ANNOUNC ED LAST MAY AND OFFICIALLY 
PUB LISHED IN JUL Y (LA PAZ 8851 AND PREVIOUS). 

10. WH EN OR . RIOS IS ABLE TO REVIEW TE XT OF THIS PRO
POSAL, AND CO MPA RE IT WI TH DECREE LAW, WE WOUL D VERY 
MUC H APPRECIATE HIS CRITICAL COMMENTS BY CABLE. 

(DRAFTED BY NAU: OYElLMANl ROWELL 
BT 
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SUBJ ECT: GETTING BOLIVIAN DEMOCRACY THRO UGH THE NEXT 

FE\./ MONTHS' ECONOMIC CRISIS: PLE AS TO 
AMBASSADOR BY TOP MINISTERS 

REF: (Al LA PAl 8767, (Bl LA PAZ 8859, (Cl LA PAl 8964 

SUMMARY AND I NTRODUCT I Oil 

1. ~) IN SEPARATE CON VERSATIONS 111TH THE AMBASSA DOR 
HOVEMBER 7 AND 8, BOLIVIA ' S FOREIGN MINISTER ARAOZ, 
SPECIAL AMBASSADOR FOR DEBT AND FOREIGN ASSISTANCE 
ADOLFO LINARES, AND PLAIINING MINISTER (ECONOMIC CZAR) 
BEDREGAL All EMPHASIZED THE NEED FOR TIMEL Y HELP 
BET\/EEN NO\/ AND NEXT SPR ING \/HEN THE INTERNATIONAL 
FINANCIAL INSTITUTIONS (IF l 'S) CAN BEGIN TO DELIVER 
AID TO BOLIVIA. THEY ALLUDED TO STORIES THAT U.S. 
OFFICIALS HAVE BEEN COOL OR NEGAT IVE REGARDING 
BOLIVIA'S IMMEDIATE NEEDS IN CotlVERSATIONS WITH OTHER 
COUNTRIES AND IN IFI MEETIIIGS. IBEDREGAL SAID SOM E OF 
THESE STORIES MAY BE SOV IET DISINFORMATION.I EVEN IF 
THE U.S. CANNOT PROVIDE TAIIGIBLE P.SSISTANCE IN THE 
IMMEDIATE FUTURE, THEY ASKED FOR POSITIVE VERBAL 

SUPPORT BECAUSE OTHER COUNTRIES TO \IHICH BOLIVIA HAS 
APPEALED ARE WAITING FOR SIGNALS FROM THE U.S. 

2. (C l IN MAKING THEI R APPEALS THE OFF ICIALS NOTED 
TH4T: 

TH~ CO LLAPSE OF THE INTERNATI ONAL TIN MAR KET COST S 
BOLIVI A REVENUES MW HARD CUR RENC Y EARN ING S FR OM 
STOCKPILE SALES 0~ WHICH BOLIVIA HAD BEEN COUNTING 
TO GE T THROU GH TH E FIR ST MO NTHS OF THE RECESSION 
AND UNEMPLOYMENT ~EF Cl WHICH WILL RESULT FR OM THE 
NE\/ ECONOM IC RECOVER Y PR OGRAM. 

JANUARY-JU NE 1986 Will BE ESPECIALLY CRITICAL: 
REV EN UES STAGNANT OR DOWN, UNEMP LOYMENT SOAR I NG, 
THE PRIVATE SEC TOR STRUGGL ING TO READJUST AND 
SURV IVE AND ST ILL FAR FROM CREATING NE\./ JOBS. 

THE SUBS TA NT IAL HARD CURRENCY RESERVES BUil T SINCE 
AUGUST 29 \/Ill ALMOST DI SAPPEAR BY JANUARY 1 AS 
BOLIVIA PAYS A HEAVY SCHEDULE OF BILLS IN ORDER TO 
SUSTAIN CONTINUED BILATERAL AN D IFI ASSISTANCE FLOWS. 

PROPOSED USES OF FOREIGN ASSISTANCE IN PRIORITY 
ORDER: PRODUCTIVE INVESTM ENT; AVOIDING CRIPPL IN G 
BILATERAL AND IFI ARREARAGES; COUNTERPART PAYMENTS 
FOR FOREIGN AID PROJECT S; AND PUBLIC PROJECT S THAT 
WOULD RELOCATE OR SOAK UP SOME OF TH E UN EMPLOYED . 

3. ~I LINARES LEFT NOVEMBER 14 ON A TRIP TO DE AL 
SERIOUSLY WITH PRIVATE BANK CREDITORS. HE ALSO IS 
SETTING IN MOTION A PLAN TO MOBILIZE BOLIVIA' S GOLD 
RESERVES (LA PAZ 94031. BEDRE GAL IS DETERMINED TO 
CONCLUDE PRIVATE INVESTMENT GUARAN TE E AGREEMENTS 111TH 
THE U.S . (OPIC) FOR OTHER COUNTRIES IN THE NEXT FEW 
WEEKS. All RECOGNIZE THAT FOR THE MEDIUM TO LO NG HAUL 

THE WORLD BAN K IS THE RIGHT INSTITUTION TO ORGANIZE Bl
LATERAL AND IFI ASSISTANCE FOR BOLIVIA. 

4. (U) THE CRITICAL PROBLEM IS SHORT-TERM AID. OUR 
ENEMIES \/ANT TO TAKE ADVANTAGE OF THE DEEPENING CRISIS 
IN THE IMMEDIATE FUTURE. NARCO TRAFFICKERS ARE EAGERLY 
OFFERING MONE Y TO BOLIVIA 'S CAPITAL-STARVED BUSINE SS ES. 
THEIR HIGH WAGE S ARE STEALING LABOR FROM LEGITIMATE 
BUSINESSES AND TEMPTING DISPLACED MINE AND AGRICULTURAL 
LABOR. FAR-LEFT CONGRESSMEN TALK OPENLY OF EXPLOITING 
THE COMING UNEMPLOYMENT AND SOC I Al DISLOCATION TO RECOlfP 
POLITICAL LOSS ES AND ROCK THE PAl ESTEN SSORO GOVERNMENT. 
ON LOCAL TELE VISION PROGRAMS THE SOVIETS ARE POINTING 
BT 
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E. 0. 12356: DECL: OADR 
TAGS: AID, PGOV, Bl, SU, SP, VE, PE, SNAR 
SUBJECT: GETTING BOLIVIAN DEMOCRACY THROUGH THE NEXT 

THE FINGER AT GSA TIN SALES AND OFFERING TO TAKE All THE 
TIN BOLIVIA CAN PRODUCE IN EXCHANGE FOR SOV IET MACHINERY. 

5. (C) THE AMBASSADOR HAS EXPLAINED THE CONSTRAINTS ON 
IMMEDIATE BILATERAL U.S. ASSISTANCE AND DISCOURAGED AN Y 
HOPES FOR A U.S. SWAP ARRANGEMENT. BUT IF \.IE AND OTHER 

OEMOCRAC I ES AND THE IF I'S CANNOT PROV I DE MORE CONCRETE 
ASSISTANCE BY JANUARY, BOLIVIA Will HAVE TO CONTINUE 
EMISSIONS THAT 1./0ULD THREATEN A NE\./ I NFLATION ARY SP IRAL 
AND UNDERMINE ITS ECONOMIC RECOVERY PROGRAM. IN THAT 
CASE \.IE CAN EXPEC T DECLINING BOLIVIAN CREDIBILITY AND 
ENERGY, AND FADING COtlF I DENCE WITH IN THE PAZ GOVERN

MENT - - ALL EXTREMELY DAMAGING TO OUR INTERESTS IN THE 

ANDES. 

6. (U) RECOMMENDATIONS: SEE PARAGRAPH 28. END SUMMARY. 

INTE NSE NEGOTIATING SCHEDULE WITH CREDIT ORS, INCLUDING 

PRIVATE BANKS 

7. (LOU) IN HIS NOVEMBER 8 TALK WITH THE AMBASSADOR 
LINARES OU TLI NED AN I NTENS IVE NEGOTIATI NG PROGRAM. HE 

MEETS WITH ULRICH MERTEN OF BANK OF AMERICA AN□ THE 
PRIVATE BANKING CONSORT I UM OF CREDITORS ON NOVEMBER 15 . 
THE OBJECTIVE t s TO EXPLAIN BOL I VI A'S POL ICIE S A~D 
PL ANS, INCLUDING ITS COMMITMENT TO MEET IT S DEB T OBLI-
GATIONS, AND TD EXCHANGE VIE\/S. LINARES KNO\./S ' T IS 
STILL TOO EARLY TO TALK ABOU T PRIVATE DEBT RESCHEDULING . 

8. (Cl LI NARES THEN GOES TD SPAIN \/HERE HE HOPE S TO 
PERSUADE THE SPANISH GOVERNMENT TO MAKE A SI/AP AN D, 
PERH APS, TO TAKE OVER EXISTI NG PR I VATE BANK CREDITS TO 
BOLI VI A. HE OBVIOUSLY BELIEVES HE HAS A CHANCE ON THE 
LATTER PROPOSAL. (SEE LA PAZ 9053 ON THE SI/AP. I HE 
THEN EXPECTS TO BE IN \/ASH I NGTON DECEMBER 2 AN□ 3 TO 
MEET WITH U.S. AGENCIES AN □ THE IMF, WORLD BANK AND 
I DB. 

9. (LOU ) LI NARES SA ID THAT BOLIVIA \./ILL CONTIIIUE TO 
ATTEND DEBT FORA SPONSORED BY TH I RO WORLD COU NTRIES 
SUCH AS CUBA AND PERU IN ORDER TO KEEP ABREAST OF ANY 
POSSIBLE ACT IONS TH AT COULD AFFECT DEBTOR NATIONS. 
HOWEVER , BOLIVIA ALSO PLANS TO NEGO TI ATE 111TH ITS 
CR EDITORS ON A BILATERAL BASIS AS SOON AS POSSIBLE, AND 
THE GOVERNMENT \./ILL PROVIDE ALL POSSIBLE ASSISTANCE TO 

BOLIVIAN DEBTOR ENTITIE S -- PRIVATE AND PUBLIC - - TO 
HELP THEM NEGOTIATE WORKABL E REPAYMENT PROGRAMS WITH 
PRIVATE FOREI GN BANKS. l lNARES ADDED THAT ALTHOUGH THE 
GLOBAL AMOUNT OF THE COUNTRY'S EXTERNAL DEBT IS NOT RPT 
NOT IN QUESTION, IN MANY CASES THE PREC ISE AMOUNTS OF 
INDIVIDUAL DEBTS ARE NOT KNOWN BECAUSE OF DIFFERENCES 
IN FIGURES. HE HAS ASSEMBLED A SMALL TE AM TO DO THE 
STUDI ES REQUIRED TO CLARIFY THE EXACT SIZE OF THE 
INDIV IDUAL OBLIG ATIONS. 
SPEC I AL SUPPORT ALREADY ARRANGED: VENEZUELA, PERU, UN 

TECHNICAL, COLOMBIA, CAF, BR AZIL 

lll. (U) THE U.N. HAS AGREED TO PAY FOR FINANCIAL ADVISORS 
FOR BOLIVIA, SAID LINARES . THE ADVISORS INCLUDE LEHMAN 
BROTHERS, LAZ ARD FRE RE S AND CO., AND A BRITISH FIRM. 
THE CONTRACTORS \/ILL PROVIDE ANALYSIS ANO SUGGE ST DEBT 
STRATEGIES. THE FI RST PRODUCT IS TO BE A CASH FLO\/ 
PROJECT ION. 

11. !L OU) VENElUELA HAS RECENTLY AGR EED TO T\.10 S\/APS, 
OtlE FOR NINE MILL ION DOLLARS, THE OTHER FOR mo-AND-A 

BT 
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0rSECTION 03 OF 07 LA PAZ 09140 

DIA FOR IR BRANCH; USCINCSO ALSO FOR POLAD 

E. 0. 12356: OECL: OADR 
TAGS: AID, PGOV, BL, SU, SP, VE, PE, SNAR 
SUBJECT: GETTING BOLIVIAN DEMOCRACY THROUGH THE NEXT 

HALF MILLION DOLLARS . THI S BRINGS TOTAL VE NEZUEL AN 
ASSISTANCE TO TWENT Y MILLION DOLL ARS. 

12. (U) PERU, DESPITE ITS 0\/N PARLOU S STATE, ALSO HAS 
PROVIDED A S\.IAP WHICH IS SYMBOLIC IALLY IMPORTANT EVEN 

THOUGH THE AMOUNT I S MOOE ST . 

13. (U I tlOTE: IN ADDITION, COLOMBIA ANO THE ANDEAN 
DEVELOPMENT CORPORATION (CAFI HAVE ALREADY PROVIDED 
TEN MILLION DOLLARS EACH. BRAZIL ANNOUNCED ON 
HOVEMBER 13 THAT IT WOU LD GIVE A FIFTEEN MILLION DOLLAR 
S\/AP. THIS BRINGS THE TOTAL OF FREELY-CONVERTIBLE, 
IMMEDIATELY-AVAILABLE HARO CURRENCY CASH PLEDGES TO 
ABOUT FIFTY MILLION DOLLARS, All RPT AL L FROM SOUTH 

AMER I CAil COUIHR I ES. 

\/ORLO BANK THE DESIRED FOCUS , BUT !Fl HELP LIKELY TO 

BE TOO LATE 

14. (LOU! IMF NEGOTIATION OF A STAND -BY AGREEMENT \/Ill 
BEGIN IN NOVEMBE R. BOLIVIA EXPECTS TO HAVE A LETTER Of 

l llT ENT IN IMF HANDS BY MID-DECEMBER ACCORD I NG TO 
BEOREGAL AN D LINARES . THE Y ASSUME TH E AGR EE MENT WOULD 
BE FORM ALL Y APPROVED AND THE FIR ST OF FOUR TRANCHE S 
!ABOUT ELE VEN MILLI ON DOLLARS EACH ) DISBURSED BY MID-

FEB RUARY. (NOTE: THIS APPEARS TO BE SL IPPltlG TO LA TE 
FEBRUARY.) 111TH A STANO-B Y THE Y ALSO EXPECT TO GET UP 
TO FI FT Y MILLION DOLLARS IN CFF HE LP, BUT GIVEN STAND-B Y 

TIM ING CFF FU NDS PROBABLY WOU LD NOT BE AVA IL ABLE UNTIL 
MARCH OR APRIL AT THE EARLIEST . 

15. (U) l lNARES SAID THE IDB COUL D DISBURSE PERHAPS 
480 MILLION DOLLARS OVER THE NEXT THREE YEARS, All IN 
PROJECT ASSISTANCE. SU CH AID Will BE EXTREMELY HELPFUL 
IN RIGHTING AND DEVELOPING BOLIVIA'S ECONOMY, BUT I T 
Will NOT HELP WITH THE CASH FLO\/ PROBLEMS OF THE NEXT 
SIX TO NINE MONTHS. LINARES UNDERSCORED NEED FOR 
UNTIED BALANCE OF PAYMENTS AS SIS TANC E. 

16. re) BOTH BEOREGAL AND LI NARES AGR EED THAT THE WORLD 
BANK I S THE IDEAL CHOICE TO ORGANI ZE AN ASSISTANCE 
GROUP. HOWEVER, THEY FEARED THAT EVEN UNDER AN 
ACCEL ER ATED SCHE DULE THE WORLD BANK'S EFFORTS COULD 
PRODUCE NOTHING CONCRETE BEFORE THE SECOND HALF OF 1986 . 
BILATERAL CONTRIBUTORS WOULD NOT ACT Ul40ER WORLD BANK 
AUSPI CE S UNTIL AF TER CONSULTATIVE MEETINGS TENTATIVEL Y 
PlANlffD FOR APRIL. AS FOR THE \.IORLO BANK 'S 0\./N RE-
SOURCES, THERE ARE VERY FEW PROJECTS Oil THE SHELF AND 
READY TO GO . AF IFT Y Mill ION DOLLAR COMMODITY IMPORT 
PROGRAM FOR THE MINERALS SECTOR COULD GET STARTED IN 
SI X TO EIGHT MONTHS, SAID LINARE S, AND THERE IS A 
TWENT Y-ONE Mill ION DOLLAR PROJECT FOR THE "VUEl TA 
GRANDE" Oil /GAS FIELD. 

17. re) COMME NTS: A COMMODIT Y IMPORT PROGRAM \.IOULO 
PARALLEL MUCH BILATERAL ASS I STANCE AND WOULD FA IL TO 
ADDRESS CRITICAL DOMESTIC COST COMPONENT S. FOR 
EXAMP LE, WE UNDERSTAND THE WORLD BANK PROPOSAL ALSO 
INCLUDES THE RAIL NET AND OTHER SECTORS BESIDES 
MINERALS. BUT THE RAIL NET NEEDS ROAD BED OVERHAUL 
EVEN MORE THAN IT NEEDS THE ROLLING STOCK THE WORLD 
BANK HAS IN MINO. WE ALSO HEAR THAT THE WORLD BANK 
THINK S THE "VUELTA GR AN DE" PROJECT IS DEAD, THOUGH THE 
BRA ZILI AN AMBAS SADOR BELIEVES IT COULD BE RE VIVED 
!SEPTELI. 

18. (U ) THE MOST APPROPRIATE WORLD BANK INPUT \/OULD BE 

A STRUCTURAL OR SEC TORAL ADJUSTMEIH LOAN (SAU. IT 

BT 
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S 0'"cT I ON 04 OF 07 LA PAZ 09140 

DIA FOR IR BRANCH; USCINCSO ALSO FOR POLAO 

E. 0. 12356: OECL: OAOR 
TAGS : AID, PGOV, BL, SU, SP, VE, PE, SNAR 
SUBJECT: GETTING BOL !VIAN DEMOCRACY THROUGH THE NEXT 

\IOULO BE FAST DISBURSING AND WOULD DIRECTLY AID THE 

ECONOMIC RESTRUCTURING WHICH IS AT THE HEART OF THE 
NEW GOVERNMENT'S POLICY. BUT IT IIILL TAKE AT LEAST 
NIIIE TO TWELVE MONTHS TO NEGOTIATE SUCH A LOAN. mo 
COMMENTS. 

PRIVATE SECTOR NO HELP IN SHORT RUN; MID-TERM 

PROSPECTS BETTER 

19. (U) BOLIVIA'S PRIVATE SECTOR IS RETREtlCHING IN 
THE FACE OF UNDER-CAPITAL IZATIDN (CAUSED BY POL ICI.ES 
OF PRIOR GOVERNMENTS), SUDDENLY SEVERE IMPORT COMPETI
TION FROM BRAZIL, ARGENTIIIA AND PERU, AND SLACK DEMAND 
ARISING FROM THE ANTI-INFLATION CONTRACTION OF THE NE\/ 

ECONOMIC PROGRAM. 

213. (C) THE GOVERNMENT IS HAS HNIIIG ACTION TO ENCOURAGE 
FOREIGN PRIVATE INVESTMENT, BUT DOES tlOT EXPECT SUCH 
IN VES TMENT IN SIGNIFICANT SCALE AllY TIME SOON. 
BEDREGAL I S PERSONALLY DIRECTING THE HEGOTIATIONS 111TH 

THE TYO U.S. OIL FIRMS (OCCIDEIHAL AND TESORO) AND 
TOLD THE AMBASSADOR HE EXPECTS TO ARR IVE AT AN AGREE
MEIJT BY THE END OF 1985. IF THERE IS AGREEMENT, BOTH 

COMPANIE S EXP ECT TO START DRIL LING IN THE FIRST HAL F OF 
1986. (BOLIVI A CAN USE THE OI L, BUT HOW BE ST TO USE 
THE GAS IS ANOTHER QUEST I OIL I BEDREG AL AND l lN ARES 
SAID THEY EXP EC T TO HAVE AN OPIC AGREEHENT BY THE END 
OF NOVEMBER. INOTE: SIGNING NOW IS H NTATIVEL Y SET 
FOR DECEMBER 19. ) LlllARES SAID HE I/Ill BE 1/0RK I NG 011 

AGREEMENTS WI TH COMP ARA BLE I NST I TUTIONS OF OTHE R 
INDUSTRIAL COUNTRIE S. ru.s. BUS INES SES HAVE SA I D AN 
OPIC AGREEMENT WOULD APPRECIAB LY INCREAS E THE L IKELI
HOOD OF INVESTMENT IN BOLIVIA. ! 

PLEAS FOR U. S. HELP, POLITICAL ANO FI NANCIAL 

21. (C l ALL THREE OF THE AMBASSADOR ' S INTERLOCUTORS 
EMPHASIZED THAT THE U.S. CAN NOT ESCAPE PLAYING A CENTRAL 
ROLE IN THE WORLD' S RESPONSE TO BOL I VIA' S PLEAS FOR 
HELP. BOLIVIAN AMBASSADORS HAVE REPORTED FROM MAN Y 
CAPITALS THAT GOVERNMENTS TO \/HOM BOLI VI A HAS APPEALED 
AR E \./AITIIJG TO SEE WHAT THE U.S. POSITION IS. EVEN IF 
THE U.S. CANNOT GI VE IMMEDIATE "BRIDGE ASSISTANCE" 

(LA PAZ 87411 , IT IS CRITICALLY IMPORT AN T TH AT THE U.S. 
CONVEY TO OTHER POTENTIAL CONTRIBUTORS AND TO IFI STAFFS 
THE POSITIVE VIEW THAT BOLIVIA NEEDS AND DESERVE S 
SUPPORT ANO THAT ALL COUNTRIES SHO ULD DO EVERYTHING 
THEY CAN. 

22 . (Cl ARAOZ, LI NARES AND BEDRE GAL ALSO ALL SAID THAT 
THEY \./ERE HEARING FROM \IASHINGTON AND NE\/ YORK THAT 
U.S. REPRESENTATIVES \/ERE COOL AT BEST, SOMETIMES 
OUTRIGHTLY NEGATIVE, REGARDING BOLIVIA'S PEIWING 
REQUESTS FDR SWAPS UNDER THE DOLS 150 MILLION SHORT-

TERM EMERGENCY AID PROPOSAL. BEDREGAL SPECULATED THAT 
THE SOVIET EMBASSY IN LA PAZ HAS BEEN ALLUDING TO 

"U.S. NEGATIVE REACTION S" IN IF I ' S. TttE AMBASSADOR 
SAID THERE CAN BE NO RPT NO DOUBT ABOUT U.S . STRONG 
SUPPORT FDR THE PAZ GOVERNMENT AND ITS ECONOMIC 
RECOVERY POLICIES . ALTHOUGH \IE MUCH PREFER THE WORLD 
BANK TO THE U. N. AS AN ORGANIZATIONAL VENUE, AND WE 
HAVE CERTAIN SPECIAL CONSTRAINTS ON THE RELE AS E OF OUR 
OWN RESOURCES, NONE OF THIS DIMINISHES THE STRONG AND 
EFFECTIVE SUPPORT \IE HOPE THE DEMOCRATIC 1/0RL O \/Ill 
GIVE TO BOLIVIA. THE BOLIV IAN OFFICIALS HOPED TH AT ALL 
U. S. REPRESENTATIVES 1/0ULD FIND APPROPRIA TE OP PORTUNI
TIES TO REITER AT E THI S POSITIVE MESSAGE. 

BT 
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E T SECT I ON 05 OF 07 LA PAZ 09140 
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E. 0. 12356: DECL : OAOR 
TAGS: AID, PGOV, Bl, SU, SP, VE, PE, SNAR 
SUBJECT: GETTING BOLIVIAN DEMOCRACY THROUGH THE NE XT 

23. IC) THE BOLIVIANS ALSO ASl(ED THAT THE U.S. GO VERN-
MENT TRY TO FIND SOME KIND OF EMERGENCY SHORT-TERM 
NO -INTEREST FUNDS TO HELP BOL I VIA UNTIL LONGER-TERM 
HELP CAN ARRIVE FROM A WORL D BANK CON SORT IUM. THE 
AMBASSADOR REPLIED ALONG THE FOLLOWING LINES: 

- - SI/AP ASSISTANCE I S PROB ABLY OUT OF THE QUESTION . 
AS A MATTER OF POL I CY BOTH TREASURY AND THE 
FEDERAL RESERVE PREFER NOT TO MAKE SWAP ARRANGE-
MEIHS AT ALL. WHEN THE Y ARE MADE, THEY ARE 
GENERALLY FOR PERIODS SHORTER THAN THE 180 DAYS 
BOLIVIA HAS PROPOSED . MOREOVER , SWAPS ARE ONLY 
MADE I/HEN THERE I S ALREADY AN I RON-CLAD GUARANTEE 
THAT THE FUNDS TO REDEEM THE SWAP WILL BE PRE SENT 

E.G., A GUARANTEED I MF O I SBURSEMENT. 

-- THE U.S. BUDGET I S PREPARED SO FAR AHE AD OF THE 
FISCAL YEAR 118 MONTHS) THAT THE FUND S CURRENTLY 
AVAILABLE -- BASEO OH RELATIONS UNDER THE PREVIOUS 
BOLIVIAN ADM INISTRATION -- ARE VERY SMALL. MORE-
OVER, BECAUSE OF EARMARI\ ING AND CONTRACTING OVERALL 
APPROPR I ATIONS ME NO LONGER HAVE THE FLE XIBIL ITV TO 

REALLOCATE THAT WE DID IN THE 196B' S A~D 1970'S . 

-- THE BOLIVIANS SHOULD REGARD THE DISBURSEMENTS WE 
. HAVE INITI ATE D FROM THE PIPELINE AS ASSISTA~CE 

DIRECTED TO THE PAZ GOVERNMENT. EVE N THOUGH THE 

PIPELI NE FUNDS \JERE OBL IGATED IN PRE VI OUS f l SCAL 
YEAR S, THE Y \JERE NOT DISBUR SE D BEC AUSE THE PREVI OU S 
GOVERNMENT FAILED TO MEET CO ND ITI ONS PRECEDE NT . 
THE PAZ GOVER NMENl HAS ME T THE NEC ESSAR Y CONDITION S 
THRO UGH IT S NEW ECONOMIC POL ICY, AN D THE RELEA SE OF 

PIPELINE FUNDS IS A DIRECT RESPON SE TO THE PAZ 

GO VERNMENT ' S ACTIONS AND NEEDS FOR 19 86 ANO BEYOND . 

24. IS) THE AMBA SSADOR ALSO URGED l l NARES TO MOB ILIZE 
BOLI VIA 'S GOLD RESERVE. LINARE S SA ID TH AT THE GOVERN-
MEt-lT Will ILA PAZ 9043 NOTAU. THEY ARE NOT CERTAIN 
HOW MUCH GOVERNMENT-HELD GOLD IS WORTH, HOWEVER , BECAUSE 
MUCH OF IT IS NOT RPT NOT REFINED OR ASSAYED. 

BOLI VI A'S PRIORITIE S FOR USE OF SHOR T-TERM AID 

25. IL OU ) LINARES SAI D THE GOVERNMENT'S PRIORITIES FOR 

USING EMERGENCY FORE I GN ASSISTANCE ARE, I N RANK ORDER: 

-- FINANCE EQUIPMEN T AND OTHER KEY COMMODITY INPUT S 
FOR THE PRIVATE SECTOR (INDUSTRY, MIN ING, AGRO
I ND US TRY AND AGRICULTURE, ETC.) 

-- PA Y OBLIGATIONS TO IFl "S ON TIME TO ENSURE THAT 
FINANCIAL FLOWS FROM SUCH INSTI TUTIONS ARE NOT 

I NT ERRUP TED. 

-- UNDERWRITE COUNTERPART RE SOURCES FOR PROJECTS 
FINANCED UNDER FOREIGN ASSISTANCE PROG RAMS . GIVEN 
BLEAK PROSPE CTS FOR HIGHER GOVERNMENT REVENUES IN 
TH E NEXT SI X TO NINE MONTHS, THE ALTERNATIVE TO 
FOREI GN AID TO HELP COVER COUNTERPART COSTS IS 

UNBACKED CURRENCY EMISSIONS. 

- - UNDER WR ITE PROJECTS HAVING A JOB CREATION ELEMENT 
BT 
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E. 0. 12356 : DECL: OADR 
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SUBJECT : GETTING BOLIVIAN DEMOCRACY THROUGH THE NE XT 

(CAN INCLUDE RELOCATION FROM MINI NG SECTOR TO 
AGRI CULTURE IN OT HER PAR TS OF BOL I VI A! . 

CON CL US I ON AND RECO MMENDAT IONS 

26 . (Cl AS NOTED IN REF C AND I N PARAGR APH S T\10 AN D 
FOUR ABO VE , THE UNAVOIDABLE, INIT I ALLY NEG ATI VE EFFECTS 
OF THE ECONOMIC RECOVER Y PROGR AM AR E BEGINNING TO BE 
FELT. THE SOVIETS, THE FAR LEFT COHORTS OF THE DI S
CREDITED SILE S ZUAZ O REGI ME AND THE NARCOTRAFFICKERS 
AR E ALREADY SN IFFI NG NE\./ OPPORTUN I TIE S. OUR 0\/N PRO~ 
JECTIOll OF TH E BALANCE OF PAYMENTS SITUATION AND 
FI SCAL DEF ICIT (P RE PAR ED BY ROBERT BURKE, THE USA ID 
ECONOMI ST IN LIM~ POUC HE D TO ARA AND AA/ LACI SUG GESTS 
TH AT TH E BOLI VIAN FINANCI AL SITUATION I/ Ill BE PAR TICU-
LAR LY L IM ITED BY JANUARY I. TH AT PROJECTION \/AS PRE-
PARED BEFORE THE ltlTER NAT I ONAL TI N MARK ET COLLAP SE AND 
AS SUMED THAT BOL IVI A \/OULD BE ABLE TO SELL IT S TI N 
STO CIIPILE IN 19&5 FOR DOL S 50- 60 MI LL ION - - TYENTY TO 
T\IE llTY -FIVE MILL I ON MORE TH AN BOLIV I A 1/0ULD BE ABL E TO 
GET AT THE DI SASTROUSL Y LOWER PRICE S LI KEL Y TO PREVAIL 

FOR THE llE XT SEVERAL MONTHS. 

27. (Cl 1/ ITHOU T SUBSTANT I AL EXTE RNAL HELP IN THE FIRST 

MON TH S OF 1986, THE PAZ GOVER NMEN1 YI LL COME UNDER 
EMORMOUS PRESSURE TO MODI Ff I TS ECONOMI C PROGRAM IN 
\IAY S THAT COUL D RED UCE ITS EFFECT I VE lff SS AND ITS PRI VATE 
SEC TOR ORIENTAT ION. THE POL IT I CO-ECONOMIC CRI SIS 1/0ULD 
DI VERT CRI TICAL HUMAN AND MAT ERIEL RE SOUR CE S FROM THE 
NARCO TICS I NTERDI CTI ON AND CO CA ERADI CAT ION PROGRAMS . 
INOH: I NTERI OR MINISTER BARTHEL EMY SI GNED A VOL UN TAR Y 

ERA DI CATION AGR EEMEN T 111 TH CH APARE CAMPE SINOS THE NIG HT 
OF NOVE MBER 8. ERADICATI ON MAY ST ART AS SOON AS 
NOVEMBER 20. l THE PRESENT EXTR AORDI NARY POL I T IC AL 
BAS E FOR THE CONSOL IDATI ON OF DE MOCRACY COUL D BE 
EROD ED . 

28. (Cl UNDE R THE CI RCUM STAN CE S \IE URGE THAT : 

BT 

IN BILATE RAL CONVERSATI ONS AND I N MU LT ILATERAL 
IN STITUTION S U.S . REPRE SENTATI VES SH OULD STRON GLY 
SUPPORT THE IDEA OF PRO MPT , EF FECT I VE AID FOR 
BOL IV I A EVEN THOUG H AT THE MOME NT \IE MAY NOT BE 
AB LE TO SPECIF Y THE NATURE AN D LEVEL OF All U.S. 
HEL P IN THE NEXT FE \./ MON THS . 

FOR THE MEDI UM AND LONG-TERM THE U. S. SHOU LD PRESS 
TO ESTAB LI SH A DONOR ' S MECH ANISM UNDER THE AEG IS OF 
THE 1/0RLD BANI\. 

U. S. EXECUTIVE DIRECTORS ANO U.S. OFF I CIALS COUSULT 
IN G 111TH THE IFl 'S SHOULD MA INTAI N HE AVY PRE SSU RE 
ON TH E INSTITUTIONS TO ACCELE RATE NE GO TIATI NG, 
CON SULTATION AND EVENTUAL PLEDGING SESS IONS. 

THE U.S. MUS T APPROVE PROMPT LY THE BI LATERAL ASSI S
TAN CE IPL 480-11 1, ESF, DA AND MAP/ I MET) Al READ Y 

PROPOSED IN THE FY- 19 86 BUD GET. EMB ASSY LA PAZ 

\./ I l l CONTINUE TO CONTROL ASS I STANCE DISBURSEMENTS 
SO THEY MOVE PARI PA SS U 111TH NARCOTIC S INTERDICTION/ 
ER ADICATION. 

\IE SHOULD BRING JAPAN I NTO THE DONOR PICTURE. 

THE RE SH OULD BE 1/0RKED OUT BILATE RALLY 11 1TH BOLIVIA 
Atl D/ OR TN CONSU LT ATI ON 11 1TH OTH ER CO UN TRIE S SOME 
EMERG ENCY FI NANCI NG TO BRIDGE THE GAP UN TIL 1/0RLD 
BANK- SPONSORED AN O IMF PR OGR AMS CAN START DI SBURS-
1 NG ADEQUATE A ID LE V ELS . 

~ r RP. FT 
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ROWELL 
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DIA FOR IR BRANCH; USCINCSO ALSO FOR POLAO 

E. 0. 12356 : N/A 
TAGS: PGOV, SNAR , SCUL, BL 
SUBJECT : BOLIVIA CONSIDERING MANDATORY ANTI-DRUG 

EDUCATION FOR YOUTH 

1. WI BOLIVIA' S CHAMBER OF DEPUTIES ON NOVEMBER 14 
PASSED A MEASURE REQUIRING DBL IGATORY ANTI-DRUG 
SEMINARS FO R HIGH SCHOOL STUDENTS . THE PROPOSED 
STATUTE OBTAINED CHAMBER APPR_QVAL \.IITHIN A WEEK OF 
I TS INTRODUCTION. IT IS NOW UNDER CONS I DE RAT I ON 
BY THE SEN ATE AND, IF APPRO VED , \./ILL BECOME LAW ONCE 
SIGNED BY PRE SIDE NT PAZ ESTENSSORO . THE NATION\.IIDE 
PROGRAM 1/0ULDTAKE EFFECT \.II TH THE 1986 SCHOOL YEAR. 

RESPONSIB LE CAB INET MINISTER S TO SIGN AGR EEME NTS UITH 
NA TION AL AND INTE RNATIONAL ORG ANI ZATIONS TO OBTAIN 
DONATIONS, CREDIT S AND TECH NI CAL ASSIS TANC E TO 
IMPLEME NT THE PROGRA M. 

3. (LOU ) COMME NT: THI S ST ATUTE IS A NOT ABLE PUB LI C 
RECOG NITION OF THE PERNICIOUS ANO PERVASIVE SOC IAL 
EFFECT S OF BOLIVI A' S NARCOTICS TR ADE ON THE COUNTRY ' S 
FUTU RE··ITS YOUTH . WE ARE ENCOURAG ING ITS PROMP T 
APPROV AL AND WILL INVESTIGATE WAYS IN WHICH THE U. S. 
MI GHT APPROP RIATEL Y CON TRIBUTE TO THE IMPLEMEN TA TION 
OF THE PROGRAM BY OFFERING SOURCE S FOR EDUCATIONAL 
MATERIAL AND THE LIKE. USI S MATERI ALS WILL BE VER Y 
USEFUL AS THE BOLI VIAN MEDIA ATTEMPT TO COMPLY WITH 
THE PROVISION CALLING FOR PUBLIC DISSEMINATION 
OF ANT I-DR UG ME SS AGES. FOR EXA MPLE , SINCE ITS 
INCEPTION ALMOST Tl/0 YE ARS AGO, THE EDUCATIO NAL 
CAM PAIG N ONTK 
IVLHP S THROU GHOUT 
BOLIVIA. IN ADDITION, CESE HAS GENER ATED HUNDRED S 
OF NEWSPAPER ARTICLE S ON TH IS SUBJECT ANO, IN JU NE 
OF THI S YE AR , SPONSORED AN UNPRECEDENTED GATHER ING 
OF ME DIA DIRECTORS IN COCHABAMBA. THIS CONFERENCE 
RE SULTED IN AN OFFICI AL COMMUN IQUE IN \.IHICH THE 
MEDIA DIRECTORS PLEDGED THEIR SU PPORT TO ANT I
NARC OTI CS EFFORTS. ROWELL 
BT 
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2. (UI IN ADDITION TO MANDATORY DRUG-AWARENESS 
EDUCATION FOR HIGH SCHOOL STUDENTS BEFORE THEY MAY 
RECEIVE THEIR DIPLOMAS, THE LEGISLATION REQUIRES ALL 
"MEDIA OF SOCIAL COMMUNICATION" <I.E . , PRINT ANO 

BROADCAST MEDIA) TO INCLUDE ANTI ·DRUG PROGRAMS AT 
LEAST ONCE A WEEK AS PART OF THEIR PUBLIC AFFAIRS 
PROGRAMMING. THE PROPOSED LAW ALSO AUTHORIZES THE 
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E . 0. 12356: N/A 
TAGS: PGOV, SN AR, SCUL , BL 
SUBJECT: BOLIVIA CONSIDERING MANDATORY ANTI-DRUG 

EDUC ATION FOR YOUTH 

1 . (U) BOLIVIA ' S CH AMB ER OF DE PUT I ES ON NOVEMBER 1 4 
P ASSED A MEA S URE REQUIRING OBLIG ATOR Y AN TI-DRUG 
SEMINARS FOR HIGH SCHOOL STUDENTS. THE PROPOSED 
STATUTE OBTAINED CH AMBE R APPROVAL WI THIN A WE E K OF 
I TS INTRODUCTION . IT IS NOW UNDER CONSIDER ATION 
BY THE SEN AT E AN D, IF APPROVED, WILL BECOME LA W ONCE 
SIGNED BY PRESIDENT P AZ ESTENSSORO. THE NATION WIDE 
PROGRAM WOULDT AKE EFFECT WITH THE 1986 SCHOOL YE AR. 

2. ruj IN ADDITION TO MANDATORY DRUG- AWA RE NE SS 
EDUCATION FOR HIGH SCHOOL STUDENTS BEFORE THEY MAY 
RECEIVE THEIR DIPLOMAS, THE LEGISL ATION REQUIRES ALL 
"MEDI A OF SOC! AL COMMUN I CATI ON" (I. E . , PRINT AND 

BROADCAST MEDIAj TO INCLUDE ANTI-DRUG PROGR AMS AT 
LEAST ONC E A WEEK AS PART OF THEIR PUBLIC AFFAIRS 
PROGR AMM ING. THE PROPOSED LAW ALSO AUTHORIZES THE 
RESPONSIBLE CABINET MINISTERS TO SIGN AGREEMENTS WITH 
NATIONAL AND INTERN ATIONAL ORGANIZATIONS TO OBTAIN 
DONATIO NS , CREDITS AN D TECHNICAL ASSIST AN CE TO 
IMPLEMENT THE PROGRAM. 

3, (LOU! COMMENT : THIS STATUTE IS A NOTABLE PUBLIC 
RECOGNITION OF THE PER NICIOUS AND PERV ASIVE SOCIAL 

....c (l u.r .uua, T I A I 
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EFFECTS OF BOLIVI A' S NARCOTICS TRADE ON THE COUNTRY ' S 
FUTURE--ITS YOUTH. WE ARE ENCOURAGING ITS PROMPT 
APPROVAL AND WILL IN VESTIGATE WAYS IN WHICH THE U.S. 
MIG HT APPROPRI AT ELY CONTRIBUTE TO THE I MPLE MENT ATION 
OF THE PROGRAM BY OFFERING SOURCES FOR EDUCATIONAL 
MATERIAL AND THE LIKE . USIS MATERIALS WILL BE VERY 
USEFUL AS THE BOLIVIAN MEDIA ATTEMPT TO COMPLY WI TH 
THE PROVISION CALLING FOR PUBLIC DISSEMINATION 
OF AN TI-DRUG MESSAGES. FOR EX AMPLE, SINCE ITS 
INCEPTION ALMOST TWO YE AR S AGO, THE EDUCATIONAL 
CAMPA IGN ON DRUGS , KNOWN BY ITS SPANISH AC RONYM, 
CESE, HAS CONDUCTED MANY OF THE KINDS OF PROGRAI 
ENVISI ONED BY THE PROPOSED LEGISLATION. CESE IS 
FUNDED BY NAU AND RECEI VES PROGR AM ADVICE AN D SUPPORT 
FRO ! USIS . SINCE J ANUA RY 1984, CESE HAS CO NDUCTED 
SEMINARS ON DRUG ABUSE FOR STUDENT GROUPS THROUGHOUT 
BOLIVIA. IN ADDI TI ON, CESE HAS GENERATED HUNDREDS 
OF NEWSP APER AR TICLES ON THIS S UBJECT AND, IN JUNE 
OF THIS YEAR, SPONSORED AN UNPRECEDENTED GATHERING 
OF MEDIA DIRECTORS IN COCHABAMBA. THIS CONFERENCE 
RESULTED IN AN OFFICI AL COMMUNIQUE IN WHI CH THE 
MEDIA DIRECTORS PLEDGED THEIR SUPPORT TO ANTI
NARC OTICS EFFORTS . ROWELL 
BT 
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E. 0. 12356: N/A 
TAGS: SllAR, SCUL, Bl 
SUBJECT: PRESS COVERAGE OF COCA-REDUCT ION PLAN 

1. LA PAZ PRESS OF NOVEMBER 20 PROVIDES FRONT-PAGE 
COVER AG E OF GOB ANNOUNCEMENT THAT COCA REDUCT I ON IN THE 
CHAP AR E Will BEGI N NEXT I/EEK. CON SERVATIVE DAILY EL 
OIARIO CAR RIE S REPORT ON COCA REDUCTION AS ITS LEAD 
STORY; FIRST PARAG RAPH OF TH IS ART I CLE QUOTES INTER I OR 
MIN ISTER FERNANDO BARTHELEMY AS ASSERTING THAT 95 
PERCENT OF THE COCA LEAF GRO\/N IN BOLIVIA ENDS UP BEIN G 
USED FOR COC A I NE. 

2. LEADIN G DAILY PRE SENCI A ALSO CARRIE S FRONT-PAGE 
REP ORT ON COCA-REDUCTION PLAN. ARTICLE OFFER S 
DECLARAT IONS OF INTERIOR MINI STER IN SOME DETAIL. Al10NG 

THE PRINCIPAL POINTS HE MAKES ARE THE FOLlOI/IN G: 

--THE MECHANICS OF THE REDUCTION EFFORT ~ILL BE ~ORKED 
OUT TODAY DURING MEETINGS WITH CAMPESI NO FEDERATIONS IN 
COCHABAMBA. THESE MEETI NGS Will SERVE TO IDENTIFY TH E 
COMMUNITIES I/HERE THE REDUCTION I/ILL TAKE PLACE . 

--T HE PLAN CALLS FOR TEAMS CO MPOSED OF INTERIOR MINISTR Y 
PER SONNEL, CEN SUS BUREAU STAFF , JO URNALI STS, SU RVE YOR S 
AND OTHERS TO TRAVE L TO THE COMMUNIT IES PREVIOUSLY 
IDENTIFIED \/HERE THE Y WILL MEASURE THE COCA CULTIVATION, 
DETERMI NE TO \/HAT EXT ENT IT SURPASSE S THE T\10 HE CTA RE 
MAXI MUM AN D PROCEED TO ELIMINATE THE EXCE SS CULT IV ATION. 

-- NO HE RBICIDES OR OTHER CHEMICALS WILL BE USED; THE 
PL AN TS Wil l BE TORN UP USING HAND TOOL S AND BURNED . 

--THE $350 TO BE PAID TD THE CAM PESINO FOR EAC H HECTARE 
DESTROYED IS MEANT TO COMPENSATE THE lANDOI/NER FO R THE 
"WORK THE Y I/ILL DO IN PULLING UP THE PL ANTS AND BURNIN G 
THEM." THE MINIST ER ALS O NOTED TH AT THE RE IS NO CH AN CE 
THAT THE GOVERNMENT Nill INCREASE THIS AMOUNT, STATING : 
"O NE CANNOT CONSI DER PAYING THE REAL VALUE OF THE EXCE SS 
CO CA 1/HICH IS DE STINED FOR ILLEGAL ACTIVITIES . " 

3. PRESENCIA ARTIC LE ALS O QUO TE S AMBASSAD OR ROWELL AS 
STAT ING TH AT THE UNITED STATE S IS PLEASED \/ !TH THE 
EFFOR TS BOLIVIA IS MAKING TO CONFRONT TH E PROBLEM OF 
ILLICIT COCA CUL TIV AT IDN, RECALLING THAT THE PERTINENT 
AGREEMENTS DATE BACK TO 19 83. 

4. ELSEI/HE RE IN TODA Y'S PRESENCIA, THE CHIEF OF BOLIVI AN 
NARC OTICS POL ICE , COL. GU IDO LOPEZ, IS QU OTED AS STAT ING 
THAT "THE CAMPES INOS WHO VOLUNTARILY ACCEPT CO CA 
REDU CTION IN TH E CHAPARE I/Il l RECEIVE TH E BE NE FITS OF 
CREDITS FOR SUBSTITUTE CROPS AND COMMUNITY DEVELOPMENT 
PROJECT S." LOPEZ IS REPORTED TO HAVE RE ASS ER TED THE 
GOV ERNMENT 'S POSITION THAT THOSE CAMPESINOS WITH MORE 
TH AN T\/0 HECTARES OF COCA I/H O 00 NOT PARTICIP ATE IN THE 
VO LUNT ARY REDUCTION PLAN I/Ill BE OBLIGED TO REDUCE THEIR 

CULTI VATIONS. HOFFMANN 
BT 
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SUBJ ECT : I NFORMAT ION ON PROPOSED BRIDGE LOAN 

FOR BOLIVIA -- POSSIBLE TALKING POINTS 

REF: IA) OSLO 06876 1B) LA PAZ 914!1 
IC) ROWELL/OWENS TELECON - NOVEMBER 18 

1. (C ) THE FOLL-WING TALKING POINTS ARE SUGGESTED 
FOR WA SH INGTON ' S USE IN INSTRUCTING U.S. REPRESEN
TAT I VES RE DISCUSSIONS WITH GOVERNMENTS AND 
INTERNATIONAL FINANCIAL INSTITUTIONS ON QUESTION S 
RE LATED TO FOREIGN ECONOMIC ASSISTANCE TO BOLIVIA. 

2. IC) GENERAL POINTS 

- - NONE THELE SS, BOL IV IA ' S EFFORTS AT ECONOMI C 
REC OVERY FACE SER IOUS CONSTRA INTS DUE TO THE 
DR AMATI C DROP IN TIN PR I CES, AS WELL AS THE 
ESTIMA TED 200-3 00 MILL I ON DOL LAR SH ORT-TERM 
F INAIICING GA P. 

-- USG BELIEVES TH AT THE IMMEDIATE SHORTFALL OR 
GAP CANNOT BE COVERED BY AN INTERNAT IONAL MONETAR Y 

FUN D IIMFl STANDBY AGREEMEN T AND OTHER CREDIT 
FAC IL IT IES PROVIDED BY INTERNATIONAL INSTITUTIONS 
(IFl ' S). BULK OF IF I ASS I STANCE IS NOT EXPECTED 

TO BE AVAILABLE UNTIL AFTER MID 1986. 

-- BOLIVIA ' S FAILURE TO REC EI VE IMMED I ATE SHORT

TERM FINANCIAL ASS I STANCE TO CLOSE THE GAP TH REATEN S 
TO UNDERMINE THE GOVERNMENT 'S ATTEMPTS TO CONTROL 
INFLATION AND STABILIZE THE VALUE OF THE PESO --
A TOUC HSTONE OF PUBLIC CONFIDENCE-- AND THUS RISKS 
OVE RALL CONFI DENCE IN THE GOVERNME NT AND ULTIMATEL Y 

TH E ECONOMI C PROGR AM . 

3. IC) DONORS GROUP 

-- WE WELCOME ANY MULTI LATERAL EFFORTS THAT WOULD 

PROVIDE FINANCIAL ASSISTANCE TO BOLIV IA IN TH E 

I MMEDIATE FUTURE. 
-- \/HILE BOLIVIAN OFFICIALS HAVE SPECIFICALL Y 

RE QUESTED SWAP AGREEMENT S, \,/E BELIEVE THAT THE 
BOLIV I AN S ARE LESS CONCERNED WITH THE MODALIT IE S 
THAN WITH GETTING LIQUID RESOURCES AS SOON AS 

POSSI BLE . 

-- WE WOULD ADVISE THAT GOVERNMENTS AND INTERNATIONAL 
FI NANCIAL INSTITUTIONS SHOULD CONSIDER PROVIDING 
ASS I STANCE USING WHATEVER NATIONAL / INSTITUTIONAL 
MECHANISMS ARE BEST SUITED TO MEET BOLIVI A'S IMMEDIATE 
NEED S. IN ADD IT I ON TO SWAPS, GOVERNMENTS MIGHT 
CONS I DER GRANTS AND UNTIE D !EVEN UNSECURED) LOANS. 

4. (U) USG ASS I STANCE (A LREADY USED OPENLY IN BOLIVIA) 

-- THE USG HAS PROVIDED SI GNIFICANT DIRECT ECONOMIC 

BT 

1--Z..DIOC/ 

-- THE USG IS VERY ENCOURAGED BY THE PAZ ESTENSSORO 
GOVERNMENT'S EFFORTS AT ECONOMIC STAB ILIZATION 

PARTICULARLY WITH RESPECT TO IMPLEMENTING A 
RESPONSIBL E FISCAL DEFICIT REDUCTION POLICY. \IE 

EXPECT THESE EFFORTS TO CONTINUE. 

-- OTHER GOVERNMENTS AND INTERNATIONAL ORGANIZATIONS 

HAVE ALSO REACTED FAVORABLY TO THE NE\/ ECONOMIC 

POLICIES. 

·o 
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TAG S: EFIN, EAID, UNG A, BL 
SUBJECT: INFORMATION ON PROPOSED BRIDGE LOAN 

ASSISTANCE TO SUPPORT BOLIVIAN DEMOCR ACY . 

-- SINCE LATE AUGUST THE USG HAS MADE OVER Sil MILLION 
DOLLAR S IN ECONOMIC ASSISTANCE AVAILABLE TO THE 
HE\/LY INSTALLED PAZ ESTENSSORO GOVERNMENT, 19 MILLION 
OF IT IN GRANTS. 

-- THE USG WILL CONTINUE TO PROVIDE BADLY NEEDED 
ECONOMIC ASSISTANCE TO THIS STRUGGLING DEMOCRATIC 
GOVERNMENT US I NG OUR OWN MECHANISMS. 

S. IUI FY I 

-- SINCE OCTOBER BOLIVIA HAS RECEIVED THE FOLLOWING 
SHORT-TERM FINANCIAL CREDITS : 

COLOMBIA lB MILLION DOLLAR S 

ANDEAN DEVELOPMENT CORPORATION 1B MILLION DOLLAR S 

VENEZUELA 28 MILLION DOLLARS 
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SUB JECT: PROPOSAL FOR A MAJOR NATIONIIIDE ANTI-NARCOTIC S 

CAMPA ! GN BY BOLI VIAN MIN I STER OF EDUCATION 

1. ON THE EVENING OF OCTOBER 30, BOLIVIAN MINISTER OF 
EDUCATION DR. ENR IQUE IPINA MELGAR CALLED NAU DIRECTOR 
DON YELLMAN TO MEET 111TH HIM IN HIS OFFICE. YELLMAN 
\./AS ACCOMPANIED BY USI S PRESS OFFICER STEVE SECHE AND 
NAU/ COCH ABAMBA ATT ORNEY EN RIQUE VALVERDE; THE MINISTER 
\/AS ACCOMPANIED BY HIS NATIONAL DIRECTOR FOR STUDENT 
AFFAIRS, DR. JOAQUIN MONASTERIO PINCKERT, AND MR. DOMINGO 
POLITTI '0°F THE LA PAZ PUBLICITY FIRM " SOMOS". PURPOSE 
OF THE INVITATION WAS TO PRESENT THE MISSION WITH A 
SWEEPING NEIi PROPOSAL FOR AN ANTI-NARCOTICS CAMPAIGN TO 
BE CARRIED OUT BY MINISTRY OF EDUCATION, \./ITH PROFESSION
AL SUPPORT OF "SOMOS", AND TO SEEK USG FINANCIAL SUPPORT 

FOR THI S UNDERTAKING . 

2. THE MISS ION HAS HAD PREVIOUS CONTACT WITH THE "SOMOS" 
AGENC Y \./H-I CH, IN COOPERATION 111TH MNR DEPUTY MARIO 
VELARDE, ATTEMPTED TO OBTAIN USG SUPPORT FOR A PUBL !CI TY 
CAMPAIGN IN CONNECTION WITH PROPOSED NE \./ NARCOT I CS 
LEGISLATION THAT I/AS INTRODUCED IN BOLIVIAN CHAMBER OF 
DEPUTIE S ON OCTOBER 2£. AT TH AT TIME 1/E DECL INED THE 

OFF ER, PAIULY BECAU SE \IE LACKED TH E FLEXIBILITY TO 
RESPOND TO IT, BUT PRINCIPALLY BECAUSE \IE WERE SKEPTICAL 
OF TOO HEAVY A U. S. HAND IN THE LEGISLATIVE PROCE SS. 
ALS O, \IE \/ERE NOT FULLY CONVINCED OF THE NEED FOR TH IS 
PARTICULAR CAMPAIGN IN CONNECTION WITH NARCOTIC S LE GIS-
LATION. " SOMOS" IS A WELL-REGARDED ORGANIZATION, 
APPAREN TL Y 111TH EXCELLENT CONTACTS WITH I N THE GOVERN IN G 
MUR PARTY. IT HAS CARRIED OUT A NUMBER OF SU CCE SS FUL 
MEDIA CAMPAIGNS IN THE HEAL TH FIELD \./ I TH FIN ANC ING BY 
INTERNATIONAL ORGA l·JIZATIONS. I/HILE THERE IS NO DOUBT 
TH AT SOME OF MINISTER IP IN~ S ENTHUSIASM FOR AN ANTI
NARCOTIC S CAMPAIGN I/AS GENERATED BY " SOMOS" WITH THEIR 
mm INTERE STS IN MI ND, \IE HAVE ALSO HEARD FROM I NDEPENO
EllT SOURCES THAT THE MINI STER IS PER SON ALL Y CONVINCED 

Of THE GREAT DANGER TO BOLIVI AN YOUTH REPRESE NTED BY 
TH E PR ODUCTION AND RE ADY AV Ai LAB iL ITV OF NARC OTICS . 

3. MI NISTER !P IN A AP PE ARS TO BE AN I NTE LLI GENT AND 
VI GOROUS INDI VIDUAL, AND IS REGARDED AS \./ELL-QUALIFIED 
TO HOL D HIS PARTICULAR PORTFOLIO. HE ALSO HEL D IT 
DU RING THE SILES ADM I NISTRATION. A NARCOTICS ED UCAT ION 
CAM PAIG N HEADED BY THE MINISTER, SUPPORTED BY THE PRE S
TIG E AND RE SOUR CE S OF HI S Ml l·IIS TR Y, WOULD HAVE OB VI OUS 
ADVA NTAGES -- NOT THE LEAS T OF WHIC H I S TH E FACT THAT 
THE EDUCATION MI NI STR Y I S UNTAINTED BY NARC OT I CS 
CORRUP TION. MINISTER !PINA PREFACED HI S REMARKS ANO 
PRES ENT ATION OF THE PROPOSAL \./ITH THE COMMENT THAT HE 
HAD DISCUSSED THE IDEA 11 1TH PRE SIDENT PAZ WHO HAD 
REP OR TEDLY GIVEN THE GREEN L IGHT TO GO AHE AD. 

4. THE PROPOSAL ITSELF ~ COPY OF \/HI GH HAS BEEN POUCH
ED TO I NM/P , ATTN. MARY JEA NNE MARTZ) I S POS ITI VE AND 
COMPRE HE NSIVE. THE Ml"I ST ER SAI D HE WOULD L IK E TO 
BEGIN FORMING THE GR OUP TO ADMIN I STE R THI S PROGRAM 

\./ITH IN THE NE XT T\./0 WEEK S, AND BE GIN THE ACTUAL 
CAMPA I GN, WHICH HE FORESEES AS LAS TING ONE CALEND AR 
YEAR, I N JANUARY 1986. THE PRICE TAG FOR THE TOTAL 
CAMPA I GN \./OU LD BE DOL S !. 25 MILL I ON, AN D HE REQUESTED 
THA T THE FULL AMOUNT BE FUNDED BY THE USG. THE VEHICLE 
FOR FUNDING 1/0UL O BE A BILATERAL USG / GOB AGREEMEN T. 

5. NAU / YELLMAN RESPOND ED TH AT WE ARE MOST PLEASED AT 
THE INTEREST SHOWN BY THE MIN I STRY, AND THAT 1/E 1/0ULO 
EXPLORE MEANS TO COOPERATE IN THI S VENTURE \./!TH IN OUR 
CLE AR BUDGE TARY LIMIT ATION S. EXPLAIN ING THAT OUR FY- 86 
BUDGET HAS YET TO BE APPROVED BY CONGRESS AND THAT 
I T CONTAINS NO PROVISI ON S FOR AN ED UCA TION AL CAMPAIGN OF 
THI S SCOPE, YELLMAN TOLD THE MINISTER TH AT WE \./OULD 

NEVERTHELE SS GIVE THE PROPO SAL SERIOUS AND CAREFUL 
ATTE NTIDfJ, AND \./OULD PROVIDE HIM 11 1TH A RE SPON SE ON OUR 
CAPACITY TO ASSIST AS SOON AS PO SS IBLE. 

6. IT IS THE MIS SION 'S VIEi/ THAT THE PROPOSAL COULD 
BE PARED DO\./N SUBSTANTIALLY IN SCOPE AND ST ILL BE 
EFFECTI VE , AND THAT IT COULD FURTHER BE DI VIDED INTO 
STAGE S THAT MIGHT STRETCH THE TIME FRAME TO AS HUCH AS 
TWO YEARS TO PERMIT FUNDING AND LONGER PUBLIC EXPOSURE. 
WE BEL I EVE THAT IF WE I/ERE TO MAKE A COUNTER-PROPOS AL 
BT 

0 L'"-~CD 

~al " ff/1>,2J/t 'f /~Dl!D 

BY /JN rE 5li~ {I~ 
P. AMF 1-M fil T I a 1----
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-------------------------------- --------------------------------
DISTRIBUTION: BURG-01 CANN-01 

LEVN-01 STR K- 01 
/01 l A4 

WH T S AS SIGNED DI S TRIB UT ION . 
SIT: 
EOB: 

VP- 01 HUGH-01 NORT-01 R/,Y - 0 1 
T I LL-01 WR I T - 01 BARM-0 1 

------------------------------------------------------------------------

ROUTINE 
DE RUEHLP • 9301 / 02 32519 0 9 
R 211905Z NOV 85 
FM AMEMBASSY LA P AZ 

TO SECST ATE WASHDC 903 0 
USI A WASHDC 3590 
WHITEHOUSE WA SHDC 

e-9-1J F I O E 14 T I A i.,.. SECTION 02 OF 02 LA PAZ 09301 

USI A FOR P / G MEYER 
WHITEHOUSE FOR DR . T URNE R 
NS C FOR J. TILLMAN 
ARA FOR DAS GELBARD 

E. 0. 12356 : DECL: OADR 
T AGS: SNAR , BL 
SUBJECT: PROPOS AL FOR A MAJ OR NATI ONW IDE ANTI-NARCOTICS 

FOR FUNDING AT THE LEVEL OF DOL S 3 00 - 500 THOUSAND DURING 
FY-86 , THE PROGR AM WOULD GO FOR WA RD. WE HAVE ALSO 
BEEN SPENDING APPROXIMATELY DOLS 70 THOUS AN D FROM PD & 
S ACCOUNT PER ANNUM FOR OPER AT IO NS OF NAU- SPONSORED 
CESE EDUCATION AL CAMPAIGN , WHICH COU L D CONC EIVABLY BE 
COMBINED WITH MINISTRY OF EDUCATION EFFORT. WHILE WE 
ANTICIPATE NEED FOR SUBST ANTI AL E XP ENDITURES IN COCA
REDUCTION EFFORTS, AN EFFECTI VE EDUC ATION CAMPAIGN 
MIGHT BE ATTRACTIVE ENOUGH TO TEMPT US TO REPROGR AM 
SOME OF",HESE PAST FY FUNDS TO THE EDUC AT IONAL EFFORT. 

7. WE ARE F ACED WITH A CHOICE , AND WOULD APPRECI ATE 
DEPARTMENT / INM VIEWS ON HO W TO PROCEED AFTER THE POUCH
ED PROPOS AL HAS BEEN READ AND DISCUSSED . IT CAN BE 
REASONABLY ARGUED TH AT IF P AST BOLIVI AN GOVERNMENTS HAD 
BEEN WI LLING TO MOUNT AN EDUC ATION AL CAMP AIGN OF THIS 
S COPE , WE MIGHT BE IN A MUCH BET TE R POSITION TODAY. 
WE ARE, AT THE S AME TI ME, i<, EENL Y AWA RE THAT BY T HE 
MEASURING STICK OF ACTUAL PE RFORMANCE BOLI VI A HAS NOT 
YET OFFERED MUCH , AL THOUG H WE ARE CONVINCED THA T 
E VENTS OF SOME SIGNIFIC ANCE WILL OCCUR IN CO CA REDUCTION 
PRIOR TO THE END OF CY-85 . Ot--J BAL AN CE, VIE BE LIEVE THAT 
MINISTER IPINA, SUPPORTED B Y OVE R 4 , 000 TE ACHERS 
NATIONWIDE AND THE PROFESSIO NAL CA P ACI T Y OF TH E "SOMOS" 
ORGANIZ ATION, COULD AND WOULD C ARRY OUT AN EFFECTIVE 
C AMP AIGN, AN D WE WOULD LIKE TO GIVE HIS PROPOS AL OUR 
MOST THOUGHTFUL AN D CAREFUL CONSIDER ATIO N. A PRINCIP AL 
ADVANTAGE IS THAT IT PUBLICL Y REPRESEN T S A BOLIVIAN 
EFFORT BY BOLI I ANS, AIMED AT BOLIV I ANS. THE HIGH 
PROMIN ENCE OF U. S . CO NC ERNS I N THIS ARE A HAS TOO 
FREQUENTLY BEEN AN OBSTACLE . (D RA FT E D: NAU: OYELLMAN) 
RO WELL 
BT 

·-P.fthl r 'nrL1T I bl -
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OP I MHED 
UT S0869 

DE RU EHLP #9307 32 51 946 ({)0/ 
0 21153 72 NOV 85 

FM AME MBASSY LA PAZ 

TO SECSTAT E \/ASH DC IMMEDIATE 9034 

H N f I D £ fl I I H ,EC TI ON 01 OF 02 LA PAZ 09307 

0 RR E CT E DC OP Y !TE XT PAR A 6. \./OR D I MILL ION ADDEO ) 

E. 0. 12 356: DECL: OADR 

TAG S: EAGR, EAI D, SNAR, BL 

SUBJECT : SUPPOR T FOR DEMOCRATIC ECONOMIC RECOVER Y 

PROGRAM AND ANTI - NARCOTIC S 

REF S: (A LA PAZ 9140; (B l LA PAZ 8895 

SUMMARY 

1. QOU I TO ADDRES S SPECIFIC REQUESTS SY TH E GO VERNMENT 

OF BOLIVI A (G OB ) \./I THIN THE CON TEXT Of IT S REQUEST FOR 

BROADL Y-B ASED FINANC I AL AND POL I IICAL SU PPORT FOR I TS 
ECONOMIC PROGRAM , USA ID HAS MODIFIED ITS PL-480 TI TLE 11 

PROGRAM TO PROVIDE 2,000 ME TRIC TON S OF FOOD COMMODITI ES, 

VA LUED AT DOLS 900,000, TO SUPPORT A CY 1986 FOOD FOR \./ORK 

AC TIV IT Y IN LA PAZ MUN I CIPALITY AN D PROPOSED THE SHI FTING 

OF DOL S 10 MILLION UNDER IT S DOLS 52. 5 MIL LI ON DI SAS TER 
REC OVERY PR OJ ECT FOR BOL I VIA 'S AGRIC ULTURAL PRODUC TION 
CR EDIT REQUIR EMENTS . 

FL EXIBLE APPROACH TO ASS I STANCE 
-- ---- - -- --- --- --- -- ---- - - -- --- . 
2. (U) USA IO AND THE ADVENTIS T DE VELOPMrnT RE L IEF 

AGENCY (ADRAI HAVE RESPONDED FAVORABL Y TO A REQUE ST FROM 

THE MAYOR OF LA PAZ TO PROVIDE 2,000 ME TRIC TONS OF PL-480 

TI TLE I I FOOD COMMODIT IE S VALUED AT DOL S 900, 000 TO 

SU PPORT A CY 1986 FOOD FOR \./ORK PROGR AM IN THE CITY OF 

LA PAZ. THE PROGRAM, \./HICH BEG INS ON JANUARY 1, \./ Ill 

SU PPOR T IMPROVEMENT S IN TH E CI TY'S URB AN INFR AS TRUCTURE , 

INCLUDING SEWAGE AIW DR AI NAGE SYS TE MS, DEVELOPMENT OF 

POT ABLE \./ATER SUPP L I ES, CONSTRUCT I ON OF LOCAL MARK ETS, AND 
STR EE T I MPRO VEMENT S. APPROXIMATE LY S, 00O WORKERS PER 

MONTH !P LUS THE IR 15,000 DEPENDENT S) WILL BEI-I EFIT FROM 

THE PROG RAM. IT I S EXPECTED THAT THI S AC TI VI TY \./Ill BE A 

HIGHLY VIS I BLE COMPONENT Of THE DYNA MI C NEW MA YOR ' S 

EF FOR TS TO IMPRO VE THE CAP IT AL 'S I NF RAS TRUC TURE , \./HILE 

CONCURRENTL Y HE LPING TO ALLEVIATE SEVERE UN/UNDERE MPLO Y

tlENT IN THE CITY. 

3. Wl USAID HAS ALSO BE GUN MODIF YI NG THE DOLS 52.5 

111 LL I ON DI SAS TER RECOVER Y PROJ ECT 15 11- 0581 1 IN ORDER 

TO PER MIT THE USE OF DOLS 10.0 MILLION FOR AGRICULTU RAL 

PRODUCTI ON CREDI T. THIS CHANGE ST EM S FROM THE GOVER N

MENT 'S DESPERATE NEED TO PRO VIDE FARME RS WITH ES SENT I AL 

F INANC I AL CAPITAL FOR THE 19 35- ZE PLANTlllG SEASOIL I T IS 
ESTI MATED TH AT DOLS 95 MIL L ION IN PRODUCT I ON CRED I T \./ ILL 

BE 1/ EEOED FOR THE CROP SEASON , OF \./HI CH DOL S 55 MIL L I ON 
MU ST COME FROM THE BANKIN G SYSTEM. DESPITE THE RECE NT 

PO SIT IVE CHANGES IN THE GOVERNMENT 'S F ISCAL POLIC IE S, 

THE BANKI NG SYSTEM DOES NOT HAVE ENOUGH CAPI TAL TO MEET 

THE AGR I CU LTU RAL CRE DIT DEMAND. TH E GOVERNMEN T, 

SENS IT I VE TO THE NEED TO MAI NTAI N CON TROL OF I NFLATIONARY 

MOlffT ARY EMISSIOIIS, \./HILE COIIT INUI NG TO SUPPOR T AGRI CUL-

TU RAL RECO VER Y, SA\./ NO .4l TE RNAT I VE TO ~SKING FORE IG N 
DONORS TO FIN AN CE A~ MUCH AS POSSIBL E OF THE PRODUCT I ON 

CRED I T REQUIREMENT. APART FROM AIO'S DOLS 10 MILL ION, 
OTHER POSSIB LE DOIIOR SOURC ES I IICLUDE: THE EXTEIIS I ON 

INTO AGRICUL TURAL CRED I T OF µ_ T LEAST DOLS 10 11 1LL IOII OF 

THE DOLS 20 MIL LION PROV ID ED BV COL UMBIA AN D THE AND EAN 

DEVELOP ME NT CORPOR ATION IN SH ORT-TERM BALANCE OF PAY MEN TS 

FINANCI NG; AIJD THE REPR OGRA11MIIIG Of PART OF THE IN TER

AMER IC AN DE VELOPMENT BANK' S ALRE ADY OBLIG AI ED DOLS 15.7 
Mi ll ION DI SASTER RECO V:R Y PROJ ECT . 

ADD I TI ONAL NEED S 

4. IC) USA1o · s Jl. SI L Y TO EE SOMEWHAT FLEX IBLE WITH 

E>:ISTll< G PROJ ECT FU 1l05 Ill ORD ER TO HE LP THE GOB MEET 

SPECIFIC NEED S His EEE N VER Y GRATEFULLY REC EIVED. NE VER-

THELE SS, THERE ARE· : EVERE LIM l i ATIOIJS 011 THE POSS I BI L I TY 

OF REPEAT I NG THIS MODE OF ACTION . USAID ACTI ON S HA VE 
BOUGH T /J. L I TTLE POL ! T ICAL SP ACE TO AI D TH E GOB IN THE 

I MPLEMENTAT I OII OF ITS ECOIIOM I C PROGRAM. HO\./EVER, TH E 

PRE SSURE \/IL L COI/TIUUE FOR A MORE TANGI BLE DEMONS TRA TI ON 

FOR U.S. SUPPORT FOR iH E GOBS ECONOMIC REFORM PROGRAM. 

S. IC) FYI Ill CO ll\'E RSi'.T I OIE WITH GOB OFF I CI ALS 

RE GAR DI NG ASSIS TANCE PROVIDED TO TH E PAZ GOVERNMENT 

TO DATE , THE MIS SIOII HAS BEEII USIIJG TH E FIGURE OF 
APPRO XI MATELY DOLS ,4 MILL IOI/ AS HAVI NG BEEN FREED 
UP FOR OISBURSEME UT 8 \ USAID A~ A RESU LT OF TH E POLICY 
ME ASUR ES TW, EN. 

6. IL OUi THE BREAKDO\m OF THE DOL S 54 Mi l l I ON IS 
AS F DL l 0\/S: 

PROGR AM/ PROJEC T 1 MILLI ON 

BT 

'iFIED 

fY}'56J/1 if'/~DII~ 
Ei/idJ5 

CONFIBENTIAL -
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WHTS ASSIG NED DISTRIBUTION: 
SIT: 
EOB: 

OP IM MED 
VS K218 SMI ST U7 519 
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E . 0. 12356 : DECL: OADR 
T AGS: E AGR , E AI D, SNAR , BL 
SUBJ ECT: SUPPORT FOR DEMOCR ATIC E CONO MIC RE COVE R Y 

AGRO-INDUSTRI AL REACTIVATION 
I MPOR T AT IO N 

AGR ICULTUR AL CREDIT 

PL 480 TITLE I 

PL 4 80 TITLE II 

MANA GEMENT TRAINING 

TRAINING FOR DEVELOP ME NT 

HANDICR AFT E XPORT DEVELOPMENT 

CHILD S URVIV AL PROGRAM 

TOT AL TO DATE (11 / 15) 

RO WELL 
BT 
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/ 011 Al 

\./HTS ASSIGNED DI STRI BUTIOI!: 
SI T: TILL EOB 

EOB : 

OP I MMED 
UTS9 617 

DE RUEHLP ~93 18 32613 51 
0 221349Z NOV 85 
FM AMEMBASSY LA PAZ 

TO SEC STA TE \.IASHDC IMM ED I ATE 9044 

I NF O AMEMBASSY ASUNCION 38 7 5 
Al1EMBASSY BOGOTA 4100 
Al1EMBASSY BRASILIA 43 19 
AME MB AS SY BUEllOS AIRES 7124 
AME MB ASSY CARACAS 49 78 

Al1EMBASSY L I MA 2271 
AMEMB ASSY MONTEV I DEO 188 3 

AtlE MB ASSY QU I TO 4036 
AtlEMEASSY SAN TIAGO 6509 

A11EMB AS SY l'IEX ICO 11 62 
AMEM BASSY PANAMA 603 7 
AMEMB AS SY SAN SALV ADO R 0580 
USM I SSION US UN NEW YORK 3238 
DI A \.I ASHD C 
USAFSO HOWAR D AFB PN//LAI// 
USC IN CSO QUARRY HEIGH TS PN//J2/INTAFF/SCJ2 -PLOPS// 
24C OMPW HOWARD AF B PN //DOI // 
DEAHQS \.IASHDC 

WHITEHOUS E WASH DC 
JUST I CE \./ASH DC 

~ A PAZ 09318 

DIA FOR IR BRANCH; USC I NCSO ALSO FOR POLAD 

STATE FOR ARA/G EL BARD ; ARA/AND; IMN 

WHITE HOUSE FOR DR. TURN ER 

SECS TAT E PA SS TO NSC FOR J. TI LLMAN 

DEA FOR AO, OF, CC, OI SL 

JUST I CE FOR CRIMINAL DIV I SION; DR. JORGE RIOS 

E. 0. 12356: DECL: OA DR 

TAGS: SNAR, PGOV, BL 
SUBJECT: PR OPOS ED NARCOTICS LAW STAL LED IN BOL I VIAN 

CHAMBER OF DEPUTIES 

REF : (Al LA PAZ 8928 11lOTALI (Bl LA PAL 8362 !M OTALl 

SUMMARY 

1. IC) SINC E THE PR OPOSAL FOR A COMPREHENS I VE 

NAR COTICS LAI/ IN BOL I VIA I/AS INTRODUC ED IN THE 
CH AMB ER OF DEPUTI ES ON OCTOBER 28, 1985, (R EF Al , 
THERE HAS BEEN LI TTLE MOVEMENT TO PUS H TH E LAW 
FORWARD FROM THE FOU R COMM I TTEES WH ERE IT CURR ENTLY 
LANGU I SH ES. PUBL I C OR CONGRESSIONAL SUPPORT FROM 
THE MAJOR POL I TI CAL PAR TIES FOR THE PROPOSA L HAS 
BEEN MINIMAL. UNLESS TOP LEVEL PARTY LEADE RS PUS H 
HAR D ON THE IR MEMBERS IN COllGRESS, THERE IS A GOOD 

CHANCE THE Bil l I/ I ll DIE WITHOUT EV EN COMING TO A 
VO TE I N THE CHAMBER OF DEPUTI ES, MUCH LES S GETTING 
TO TH E SENA TE OR TO THE PR ESIDENT ' S OFF I CE. END 
SUMMA RY. 

I SO LATED SUP PORT FOR NE\./ NARCOT I CS LAW 

2. IC ) A FE\./ DEPUT IES HAVE PUBIC LY STATE D THEIR 
SUPPORT FOR THE Bi ll AN D SA ID TH EY I/I ll \./OR K FOR ITS 

PASSAG E, BUT OVERAL L SUPPORT HAS BEEN LACKI NG. THE 
PROPOS ED BILL I S PERCE I VED AS POLIT I CAL LY CONTRO VERSIAL 
AND AS POSSIBLY PH YSICALL Y DANGEROUS TO THOS E WHO 
SUPPOR T IT. ON IIOVEMBER 20, NP.U COIHRAC TOR/ATTORN EY 
DR. ENRIQUE VALVERDE MET WI TH A NA TI OlrnL 1ST DEMOCRATIC 
ACT ION (AON) REPR ESENTATIV E TO ASK HI M TO US E THE 
AD N-MN R (NATIONAL I ST REVOLUTIOIIARY MOVEMENT - -THE GOVERN-

I IJG PAR TY) AGR EEMENT iR EF Bl TO INCRE ASE SUPPORT FOR 

THE PROP OSAL. THE ADN REPRESENTATIVE IS 014 TH E 
ADN - MNR I NTERPARTY COMMISSION. TH E AON REPRESEN TATIVE 
NOT ED THAT THERE I S SOME AON OPPOS IT I ON TO THE BIL L 
AN D I/AS UIIR ESPOIIS I VE. VAL VERDE I S TO ME ET WI TH 
DEPU TY ANTONIO AR ANIBAR FROM THE REVOLUTIONAR Y 

LEF TI ST MOVEMEIH/BOL IV I A (MIR -BLI PARTY ON NOV EMBER 22 

TO DISCUSS GET TI NG LEFTIST SUPPOR T FOR THE PROPOSAL. , 

COM l1ENT 

3. IC) AS WE AIH ICIPATED IN REF A, THE BIL L HAS 
A LONG 1/AY TO GO. THE LONG SUMM ER REC ESS TH AT STARTS 
AT THE END OF DE CEMB ER \./Il l ROB IT OF \./HAT l l TTLE 
MOME IHUH IT HAS NOW. AT TH I S POINT, WE WI LL CON TI NUE 
OUR NECE SSARILY DI SCREE T EFFORTS TO BUILD SUPPOR T FOR 
THE Bi ll AS PART OF OUR MAJOR 1986 Aini -N ARCO TICS 
EFFOR TS. (DRAFTED BY : H. O'HARA) ROWELL 

Br. 

tY. ,~~;~~D 

IY/'?(3// :IF L~Dt/3 
av1_W ~-~e~(Jsltr 

--E-SNFIDENTIAL ----
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DISTRIBUTION: BURG-01 CANN-01 VP - 01 HUGH - 01 MAN-01 NOR T-01 

RAY-01 LEVN-01 STRK-01 llll:.Ql WR I T-01 BARM-01 
/012 A2 

WH TS ASSIGNED DISTRIB UTION : 
SIT: TURN 

EOB: 

OP I MMED 
DE RUEHLP •9318 3261351 
o 221349Z IWV 85 
FM AME MBASSY LA PAZ 

TO SECSTAT E \./AS HDC I MMEDIATE 9044 

llffO Ar,EMBASSY ASUNCION 3875 
AMEMBASSY BOGOTA 4100 
AMEMBASSY BRAS I LI A 4319 
AMEMBASSY BUENOS AIRES 7124 
AMEMBASSY CARACAS 4978 

AMEMBASSY L I MA 2271 
AME MB ASS Y MONTEVIDEO 1883 
AMEMBASSY QUI TO 4036 
Al1E MB ASS Y SAIHI AGO 6509 
AMEtlBASSY MEXICO 1162 
AMEMBASSY PANAMA 6037 
AMEMBASSY SAN SALVADOR 0580 
USMISS ION USUN NEW YORK 3238 
DI A WASH DC 
USAFSO HOWARD AFB PN//LA I// 
USCINCSO QUARRY HE IGHTS PN //J2/ INTAFF / SCJ2-PLOPS/ / 

24COMPW HOWARD AFB PN//DOI// 
DEAHQS WASHDC 
WHITEHOUSE WAS HDC 
JUST I CE \./ASH DC 

C O IH'=-t B-E N---1' I 1M' LA PAZ 093 18 

DIA FOR IR BRANCH; USCINCSO ALSO FOR POLAD 

STATE FOR ARA/ GELBARD; ARA/ AND; IMN 

WH I TE HOUSE FOR OR . TURN ER 

SECSTATE PASS TO NSC FOR J. TI LLM AN 

DEA FOR AO, OF, CC, OISL 

JUSTICE FOR CRIMINAL DI VI SI ON; DR. JORGE RIOS 

E. 0. 12356: DECL: OAOR 
TAGS: SNAR, PGOV, BL 
S~BJECT: PROPOSED NARCOTICS LA\./ STALLE D IN BOLIV I AN 

CHAMBER OF DEPUT IES 

RE F: IA) LA PAZ 8928 INOTAll (Bl LA PAZ 8362 INOTALl 

SUMMARY 

1. ~) SINCE THE PROPOSAL FOR A COMPREHENS I VE 

NARCOTICS LA\./ IN BOLIVIA WAS INTRODUCED IN TH E 
CHAMBER OF DEPUTIES ON OCTOBER 28 , 1985, IREF Al, 

THER E HAS BEEN LITTLE MOVEMENT TO PUSH THE LAY 
FORWARD FROM THE FOUR COMM ! TTEES \./HERE IT CURRENTLY 
LANGUISHES . PUBLIC OR CONGRE SSIONAL SUPPOR T FROM 
THE MAJOR POLITICAL PAR TIES FOR THE PROP OS AL HAS 

BEEN MINIMAL. UNLESS TOP LEVE L PART Y LEADERS PUSH 
HARD ON THEIR MEMBERS IN CO NG RESS, THERE IS A GOOD 
CHANCE THE Bill Will DIE WI THOUT EVEN COMING TO A 
VOT E IN TH E CHAMBER OF DEPUTIES, l1UCH LESS GETT I NG 
TO THE SENATE OR TO THE PRESIDE NT' S OFF I CE . END 
SUMMARY . 

I SOLATED SUPPOR T FOR NE W NARCOTICS LAW 

2. IC) A FEW DEPUTIES HAVE PUBICLY STATED THE IR 

SUPPORT FOR THE Bill AND SAID THEY \./I LL ~ORK FOR ITS 
PASSAGE, BUT OVERALL SUP PORT HAS BEEN LACK ll·IG. THE 
PROPOSED Bill IS PERCEIVED AS POLITICALLY CON TR OVERS IAL 
AND AS PO SSIBL Y PHY SICALLY DAN GEROUS TO THOSE WHO 

SUPPORT IT. ON NOVEMBER 20, NAU CONTR ACTOR/ATTORNEY 
DR. ENRI QUE VALVERDE MET WITH A NATIO NALI ST DEMOCRAT I C 
ACTION IADN) REPRESE IHATIVE TO ASK HIM TO USE THE 
ADN-MNR ™AT I ONALIST RE VOLUTIONARY MOVEMENT--THE GOVERN-
I NG PART Y) AGR EEMENT (REF Bl TD INCREASE SU PPORT FOR 
THE PROPOSAL. THE AON REP RESENTATIVE IS ON THE 
ADN-MNR INTERPARTY COMMISSION. THE AON REPRESENTATIVE 
NOTED THAT THERE I S SOME AON OPPOS I TION TO THE BILL 
AND WAS UNRESPONSIVE. VAL VERDE IS TO MEET WITH 
DEPUTY ANTONIO AR ANIBAR FROM THE REV OLUT IONARY 
LEFTIST l10VEME IH / BOL I VIA (M IR-BL) PAR TY ON IIOVEMBER 22 

TO DISCUSS GETTING LEFTIST SUPPORT FOR THE PROPOSAL . 

COMMENT 

3. IC) AS \.IE ANTI CIPATED IN REF A, THE BILL HAS 
A LONG WAY TO GO. THE LONG SUMMER RECESS THAT STARTS 
AT THE END OF DECEMBER Will ROB I T OF WHAT LI TT LE 

MOMENTUM IT HAS NOW. AT THIS POINT, WE \./Ill CONT INUE 
OUR NEC ESSARIL Y DI SCREET EFFORTS TO BUILD SUPPORT FOR 
TH E BILL AS PART OF OUR MA JOR 1916 ANTI- NA RCO TICS 
EFFORTS. (DRAFTED BY: H. O'HARA) ROWE LL 
BT 
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