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~ lt-F- I e E It T -1- 11--lr SECTION 01 OF lJ6 LA PAZ 93448 

SANTIAGO FOR AMBASSADOR AND CHARLOTTE ROE FROM 

AMBASSADOR WITH THAN KS ------------
DI A FOR IR BRANC H; USC INCSO ALSO FOR POLAD 

E. 0. 12356: OECL: OADR 
TAGS: PINR, PGOV , EL AB, SCUL , BL 
SUBJECT : PROSPECTS FOR A SENDE RO LUMINO SO IN BOLIVIA 

REF : IA) 84 LA PAZ 5425 
(C l ·8 5 LA PAZ 2423 
(DI LA PAZ 1148 

INT RODUCT ION AND SUMMARY 

(Bl 84 LA PAZ 8807 
IOI 85 LA PAZ 3636 

J. (LOUI DE SPITE CHRONIC POLITICAL IN STABILITY AND A 
CORNUCOPIA OF EXTREMIST GRO UPS 111TH CONNECTIONS TO 

J COMMUNI ST BLOCK COUNTRIES, SOL IVIA HAS NOT YE T FACED 
THE PROBLEM OF SUCC ESSFUL, SUS TAIN ED TERRORIST AC TIVITY. 
IN THE MID ST OF TH[ LONG EST, MOST PAINFUL ECONOMIC 
CRI SIS IN BOLIV IA' S HISTORY , THE LE VEL OF POL IT ICAL 
VIOLE NCE HAS BEEN SURPR ISING LY LOW. THll RE POR T 
ANALYZES CO NDITIONS WHICH HAVE SPAR ED BOLIVIA TH E 
CRAZED BLOOD SH ED AND POLITICAL FANATICI SM WHICH 
CHARACTERl[E THE SENDERO LU Ml~OSD REBELLION IN PERU. 
A VARIETY OF FACTORS -- RANGING FROM CHRONIC 
OISORG Atl l lAT IO N ON THE LEFT TO BLI IL T-IN SA FETY VALVES 
ltl BOLIVI A· s SOCIO- ECOIIOM IC STRllCTl'Rf S -- SO FAR HAS 
MADE SOL IVIA LE SS TH AN FER TILE GROUIIU FOR A POPULAR 
INSLIR RECT IOtl. THI S REPORT AL:O DPLORES, IIOwEVER , 
SEVER AL EVOL VIN G COIIOITION S WIII CII t11\Y BE EkOOING 
BOL IVIA · s oO Cl1IL RE~ll lEIIC[ 1\NO llf' P>R [NT POLl11CJIL 
lr!Hl_lli l!Y lf'/\1,;\J. \\ TO IJ.1. ENO 1111,DlllJCTIOtl ,Hill 

Sllntl1I R Y. 

ROOTS or SEMD ERO LUMINO JO IN PERL' (W ITH APO LOGIES TO Lit/A) 

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

CIAE-00 
L-03 
SIL -OJ 
SNP-01 

1 ~' • TELEGRAM 
LA PAZ 03448 01 OF 06 242101Z 

2. IUI IN THE HI0-1960 'S THE PERUVIAN AR MY MW POL ICE 
I/ERE DRAWN INTO A LONG, COSTLY STRUGGLE TO SURPRES S TWO 
SHALL GUERRI LLA INSURGENCIES BY THE "NATIONAL ARMY OF 
LIBERATION" ANO THE "MOVEMENT OF THE REVOLUTIONARY 
LEFT. " ALTHOUGH THE COUNTER-INSURGENCY CAMPAIGN 
PREVA ILED, IT LEFT THE MI LITARY CONCERNED ABOU T THE 
POTEN TIAL FOR RE VOL• AMONG LANDLE SS PE ASAN TS. THE RE 
HAD BEEN NO EFFECTI VE LANO REFORM, PO I/ER I/AS 
CONCENTRATED IN THE HANDS OF THE TRADITIONAL OLIGARCHY, 
GOVERNM ENT I/AS CORRUPT AND THE INDI AN POPULATION 
I/AS NEGLECTED. IN AN ANALYSIS PUBLISHED IN 1967, 
ARMY MAJOR GENER AL ED GARDO MERCADO CONCLUDED THA T 
PERUVIAN SOCI ET Y I/AS IN A STA TE OF "L ATENT IIISURGENc ·1 ." 
HE FE ARED THE COMMUN ISTS WOUL D EXPLOIT TH E SITUA TION 
UNLESS DEEP-GOIN G SOC IAL AN D ECONO MI C REFORMS COULD 
BE IMP LEMENT ED. MERCADO 'S THESIS I/AS INFLUENTIAL 
IN THE COUP THAT REMOVED PRESIDENT BEL AU NDE AND 
INSTALLED THE "REVOLUT IONARY" MILIT ARY GOV ERNM ENT OF 
GENERAL JU AN VELASCO ALV ARA DO ONE YEAR LATER. VEL ASCO 
AND HIS SUCCESSOR, GE NERAL FRA NC ISCO MO RA LE S BERHUOE: 
CERRUTO, HADE A SUSTAINED EFFORT TO TRANSFORM PERU'S 
SOCIO-ECONOMIC STRUCTURES. THEY ENHANC ED POPULAR 
PARTIC IPATION IN DECISION MAKING PROCE SS ES AND TRIED 
TO ACCELERATE THE PR OCESSES OF CH ANG E, 

3, IU) IN 1970 A MAOIST SPL INTER GROUP OF THE 
COMMUN IST PARTY OF PERU, WH ICH BE CA ME KN OWN AS 
SENDERO LUMINOS O, WAS LAUNCH ED AT THE UNIVERSITY OF 
HUAMANGA IN AYACUCHO UNDER THE TUTEL AG E OF ABIMAEL 
GUZM AN, A LEFTIST PROFES SOR. ITS CAD RE WAS A GROUP 
OF PROFESSORS AIID STU DE NTS OF LARG EL Y PRO VINCIAL 
EXTRACT ION . THEY WER E DISAP POIN TE D BY THE VELASCO 
REF ORMS, BITT ERLY FRUSTRATED AT THE LACK OF 
OPPORTUNIT IES IN PER U' S HOST 8ACKI/ARD, NEG LEC TED ' 
RE GION AND WILL ING TO SU BMERGE THE IR PERSONAL 
IDENTITIES IN THE CAUSE OF REVOL UTION. THE BUD DI NG 
GUERRILLA MOVrnOI; TOO K ADVA NTAGE OF THE CIV ll 
GUARD'S HEAVY-HAIIDED COUtHER- IIISURGENCY TACT I CS, AND 

I 

BY 

119 4 ARA4 21 lJ 
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- - --- ------------ -370635 251042Z /16 
R 242013Z APR 86 
FM AMEMBASSY LA PAZ 
TO SECSTATE WASHDC 1933 
INFO AMEMBASSY ASUNCION 
AMEMBASSY BOGOTA 
AHEMBASSY BRASILIA 
AMEMBASSY BUENOS AIRES 
AMEMBASSY LIMA 
AMEMBASSY OU I TO 
AHEMBASSY SANT I AGO 
0 I A 1/ASHDC 
USASO HOWARD AFB PN//LAI// 
USCINCSO QUARRY HEIGHTS PN//J2/INTAFF/SCJ2-PLOPS// 
24COMPII HOWARD AFB PN//DOI// 

f Q-.~ E I Q E I~ T I A H[CTION fl2 OF 06 LA PAZ 03448 

SANT IAGO FOR AMBASSADOR AND CHARLOTTE ROE FROM 

AMBASSADOR Ill TH THANKS 

DIA FOR IR BRANCH; USCINCSO ALSO FOR POLAD 

E.O. 12356: DECL: OADR 
TAGS: PINR, PGOV, ELAB, SCLll, BL 
SUBJECT: PROSPECTS FOR A SENDERO LUHINOSO IN BOLIVIA 

RECRUITED SOME PEASANT YOUTH BY EMPHASIZING ISSUES 
OF "IMMEDIATE JUSTICE." 

4. WI IN THE EAR LY 1980'$ SENOERO LUMINOSO BEGAN 
A Mll_lTARY OFFENSIVE AIMED AT ISOLATING AY.~CHUCHO 
FROM THE URBAN CENTERS OF "BOURGEO IS CORRUPTION" ANO 
AT ASSAULTING THOSE URBAN CITADELS, PARTICULARLY 
LIMA, THROUGH SYSTEMATIC CAMPAIGNS OF SABOTAGE, 
TERROR ANO SAVAGERY. \./HI LE IT HAO SOME PEASANT SUPPORT, 
SENOERO LUMINOSO HAD A BROADER AGENDA. AS PERUVIAN 

J NOVELIST MARIO VARGAS LLOSA POINTS OUT IN HIS ~INQUEST 
IN THE ANDES," SENDERO \./AS CREATED BY URBANIZED, 
MIDDLE-CLASS INTELlECTUA LS OF PROVINCAL OR IGI N \./HOSE 
DOGMAS ANO RHETORIC \./ERE AS SUSPECT TO THE MASSES AS 
WERE THE PROMISES OF GOVERNMENT OFFICIALS. "THE FACT 
IS THAT THE STRUGGLE BETWEEN THE GUERRILLAS AND THE 
ARMED FORCES IS REALLY A SETTLING OF ACCOUN TS BETIIEEN 
PRIVILEGED SECTORS OF SOCIETY, AND THE PEASANT HASSES 
ARE USED CYIIICALLY AIID BRUTALLY BY THOSE \./HO SAY THEY 
\./ANT TO 'LI BERATE' THEH . " 

BOLIVIA'S RADICAL LEFT 

5. lC' !Ii[ F,\r, lfFT IM llllLl\'t ,\ 1\ 11:; Ni'CII 1111TtR ,OOTS 
Tlli\11 Olll.~ ::1'11111.0 l!lllltlll::11 itl I'! I.It 1111 Hill lVIMI 
1/[)RllrH:: · crnri;,11 1CO!ll, tHJfllf;lllll'.: roi; IT'; •lli lL I TY TO 
SH/\11[ MIO R1irll[ GOVERNtl[HT, WI\~ Nlll,TIIR[O ON Tl![ 
R[VOLIJTION1\RY "Tll[SIS OF PUL1\C/\YO" 1!~441 WHICII 

CIAE-00 
l -03 
SI l -01 
SNP-01 

LA PAZ 0344S 02 OF 06 242103Z 
ADVOCATED ARMED STRUGGLE TO REPLACE BOURGEOIS 
DEMOCRAC Y \./1 TH A WORKERS' STATE IREF Bl. THE 
INTRANSIGENT TROTSKYITE MOVEMENT HAS BEEN MORE 
ENDURING AND PROMINENT IN BOLIVIA THAN PERHAPS ANY 
OTHER COUNTRY. TODAY TH& MAJOR TROTSKYITE FACTION 
CONTROLS THE LARGEST STUDENT FEDERATION AT THE PUBLIC 
UNIVERSITY OF SAN AIWRES IN LA PAZ, BOLIVIA'S LARGEST 
UNIVERSITY. THE BOj,IVIAN COMMUNIST PARTY IPCBI, \./HILE 
NOT AS OLD AS ITS PERUVIAN COUNTERPART IIT \./AS FOUIIDEO 
IN IS5fll, NEVERTHELESS HAS PLAYED A HORE CRUCIAL ROLE 
IN DOMESTIC POLITICS THAN THE PERUVIAN PARTY. THE PCB 
WAS PART OF THE SILES ZUAZO GOVERNMENT 11982-851, 
OCCUPYING SEVERAL KEY MINISTRIES. IROIIICALLY, THE 
PCB'S RECENT ROLE IN GOVERNMENT SERVED TO DISCREDIT 
IT GREATLY IN THE EYES OF TH E POPULACE, ANO THE PARTY 
IS NO\./ BADLY DIVIDED. 

6. IUI DESPITE THESE PROMISING MITECEDEIHS, SOL IV I A'S 
MANY WOULD-BE REVOLUTIONARIES USUALLY HAVE COME UP 
EMPTY-HA NDED. IN 1967 THE COUNTRYSIDE TURNED INTO A 
GRAVEYARD FOR CHE GUEVARA'S BAND. A GROUP OF NAT I VE 
TERRORISTS \./HO ESPOUSED THE "FORD" THE OR I ES OF 
GUERRILLA WARFARE OF CHE GUEVARA AND REGIS DEBRAY 
CARRIED OUT A SERIES OF BOMBINGS AND POLITICAL 
ASSASSINATIONS IN THE EARLY 1970' S. BUT THEY \./ERE 
LI KEWISE REJECTED BY THE PEASANTS AND SUBSEQUENTLY 
WIPED OUT BY THE ARMED FORCES. THE "LURIBAY SEVEII," 
A GROUP OF BOLIVIAN AND FOREIGN ALLEGED GUERRILLAS 
\./ITH SUPPOSED TIES TO PRESIDENT SILES' MINISTRY OF 
INTE R I OR, \./ERE BETRAYED TO THE A·RMY BY PEASANTS 111 
1984. THE FAILURE OF \./OULO-BE GUERRILLAS TO IIIC!TE 
THE BOLIVIAN PEASANTRY -- IN CONTRAST TO THE PERUV iA~ 
EXPERIENCE -- IS PRn .iJBLY DUE Ill LARGE r!EASURE TO 7H, 
SHALLO\./ OEDICATIOII OF BOLIVIA'S LEFTISTS. EXCEPT.FD< 
A FEW DEDICATED UNIVERSITY STUOENTS IDENTIF IED \./ICH 
THE TROTSKYITE MOVEMEI-IT, GOLIVIA'S REVOLUT IONARIES 
THUS FAR HAVE NOT DEMONSTRATED THE PATIENCE AND 
WILLINGNESS TO SA:RIFICE THAT HELPED THE SENDERO TO 
FC 

~ 

1180 ARA4207 
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~ SECT I ON O 3 0 F 06 l A PAZ 0 3 4 4 8 

SANTIAGO FOR AMBASSADOR ANO CHARLOTTE ROE FROM 

AMBASSADOR Ill TH THANKS 

DIA . FOR IR BRANC H; USCINCSO ALSO FOR POLAD 

E. 0. 12356: DECL: OADR 
TAGS: PINR, PGOV, ELAB, SCUL, Bl 
SUBJECT : PROSPECTS FOR A SENDERO LUMINO SO IN BOLIVIA 

WILL INGNESS TO SACRIFICE THAT H LP ED THE SENDERO TO _ 

RECRUIT IN THE PERUVIAN COUNTRYSIDE. IN MARCH 1985 THE 
COB I/AS UNABLE TO INCITE A POPULAR REVOLT AGAINS T THE 
INEPT, FALTERING SILES REGIME DESPITE THE OCCUP AT ION 
OF LA.PAZ BY TENS OF THOUSANDS OF MINERS FLAUNTING 
DYNAMITE IREF Cl. ONLY ~HEN IT COMBINED FORCES ~ITH 

FAR LEFT ARMY LEADER S IN 1970 I/AS THE LABOR LEF T 
INFLUENT IAL IN TOPPL ING THE GOVERNMENT, DISSOLVING 
THE CONGRESS AND TEMPORARIL Y (UNT IL 1971) INST AL LING 
A "POPULAR ASSEMBLY." 

BOLIVIA VS PERU: SOCIETY AND ECONOMY 

7. WI AS IN PERU, PEASANTS AN O THE URBAN POOR ARE 
PRINCIPAL VICTIMS OF SOCIAL AND ECONOMIC CHANGES. 
THEY ARE GENERALLY THE LAST TO BE TA KEN INTO ACCOUNT 

CI AE-00 
L-03 
SI l -01 
SNP-01 

IN ECONOMIC ADJUSTMENT MEASURES At-ID IN PRICING, TRADE " ' '· 
AND DEVELOPMENT POLICIES . HO\IE \IER, A cER IE c OF 
HI STORICAL CIRCUMSTANCES HAS THUS FAR HELPED TO 
CUSHION THE IMPACT OF BOLIVIA ' S HARROWING ECO NOMI C 
CR ISIS ON THE PEASANTS: 

A. IUI 60Ll\'IA HAS A t!O,E PRIMITIVE ECO IIOM Y THAN 
M!Y 0~ I T:; LHJr[ii N NE!tiHfi01i .", Ii ! S- f~.T!~!1IT[D TH1\T 

TWO · tHlhD :; or lHC : r IN lHf . \,'\) f;!I H'l~(f :\h [ t-JCl \./,hi[ 

[1\lit jf t1 ~:. Tll[Y TO il :\,; :.1 11; .!_. 1[ N:-: r :\1;• 11 1; ,; I M 1i 

Bl\li l(R [CllMOM\ OR 11~1 ~ll l · ltll'LO\fO. l,IC Jll1:,I 01 TH[ 
19 S',' AGRARl1\N R[VOlll[IOM. OM[ Of lH[ [ 1i, l l[ ~T 1\ND 
MOST FI\R-f;[ACHING IN LATIN Ml[RICA, BOLIVIAN PEASANT:; 

LA PAZ 03448 03 OF 06 242105Z 
- - HOI/EVER POOR - - ARE All LAN0-01/IIERS. JORGE DAIIOLER, 
PRESIDENT OF THE CENTER FOR RESEARCH ON ECONOMIC AN D 
SOCIAL REAL !TIES (CERES); EXPLAINS THAT THE INFORMAL 
ECONOMIC SECTOR, PARTICULARLY AS IT HAS DEVELOPED 
IN SANTA CRUZ AND COCHABAMBA, HAS BUFFERED PEAS ANTS 
AGAINST SOCIAL ANO ECONOMIC DISRUPTION. "THOUSANDS 
OF LITTLE PEOPLE ARE CONSTANTLY SE EKING CREATIVE 
STRATEG IES TO EARij A LIVING, USING THEIR 01/N RESOURCES 
AND FAM ILIES . THESE PEASANTS ARE BOLIVIA 'S REAL 
ENTREPRENEURS, OPERATING 1/ITHOUT ANY STIMULUS OR HOPE 
OF GOVERNMENT A I 0." 

B. IUI IN SP ITE OF SI/EEPING LAND REFORM, THE 
NATIONAL IZATION OF MINES AND AN OVER SIZED BUREAUCRACY, 
BOLIVIA HAS NE VER HAD A STRONG STATE APPARATUS. AS IN 
PERU, THE PROVINCE S HAVE BEEN DI SR EGARDED BY THE 
CEN TRAL GOVERNMENT. BUT BOLIVIA 'S STRONG REGIONALISMS 
AN D ETHIC DIVERSITIE S HAVE ALSO LED PEOPLE TO REMAIN 
IN THEIR HONE AR EAS SCRATCHING OUT A PRIMITIVE 
EXISTEIICE ON THEIR 01/N AND EXPECTING ALMOST NOTHING 
FRON THE STATE AS A PROVIDER OF JOBS AND SERVICES . 
IN CONTRAST, PERU'S HORE EST ABLISHED INDUSTRIAL BASE 
ANO THE OV ERPOI/ERING CENTRALIZATION AND I/EIGH T OF LIMA 
HAVE HADE PEASANTS AT ONCE HORE DEPENDErlT AND HORE 
MARG I NAL I ZED THAN THEIR BDL IV I AN COUNTERPARTS. \/HEN 
PERUVIAN FARMERS MIGRATE TO THE CAPITAL IN SEARCH OF 
I/ORK, THE Y EXP ER I EtlCE GRE ATER DISLOCATION. MANY TURU 
THEIR BACKS ON THE IR RURAL ORIGINS, DISDA INING TO 
SPEAK THEIR NAT I VE QUECHUA OR AY MARA . INANY OTHERS 
ARE FORCED TO LEAVE THE COUNTRYSIDE TO FLEE THE 
MINDLESS TERROR OF SEND ERO LUMINOSO.I IN BOLIVIA, 
PEASAIH.S \/H O HAV E MIGRATED OFTE N l lVE \.IITH ONLY ONE 
FOOT IN THE CITIES, KEEP ING PROPERTY IN THE PROVINCES 
AND SOMETIMES HOV I llG BACK AND FORTH. IN PE R I ODS OF 
URBAN CRISIS, MANY BOTTOM - INCOME CITY FAMILIES COUNT 
ON AND RECEIVE FOOD FROM THEIR RELATIVES IN THE 
CO UN TRYSIDE. 

~ 
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AR-03 CI ·03 UYPA-03 /038 A3 YC 

INF O LOG · 00 COPY -01 ADS-00 AID·OO I NR • 10 SS-00 
EB-08 H-01 NSC-01 NSAE ·00 COHE-00 HA-09 
L AB-04 TRSE ·00 PH·IO PA-01 OHB-01 STR-20 
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······· · ··········370720 251042Z / 16 
R 2420132 APR 86 
FM AHEHBASSY LA PAZ 
TO SECSTATE 1/ASHDC 1935 
IN FO ANEMBASSY ASUNCION 
AHEMBASSY BOGOTA 
AHEHBASSY BRASI LIA 
AMEHBASSY BUENOS AIRES 
AHEMBASSY l I HA 
AHEHBASSY QU I TO 
AHEMBASSY SANT I AGO 
0 I A IIASHDC 
USAFSO HOIIARO AFB PN // LA I// 
USCINCSO QUARRY HEIGHTS PN//J2/ INTAFF /SCJ2·PLOPS // 
24COHP\/ HOWARD AFB PN/ / DOI // 

,.c..e II F I -ll E H--T I Ar SECTION 04 OF 06 LA PAZ 03448 

SANT IAGO FOR AMBASSADOR ANO CHARLOTTE ROE FROM 

AMBASSADOR 111TH THANKS 

DIA FOR IR BRANCH; USCINCSO ALSO FOR POLAD 

E. 0. 1235 6: DECL: OADR 
TAGS: PINR, PGOV, ELAB, SCUL, Bl 
SUBJECT: PRO SPEC''._S fOR A srnoERO LUHINOSO IN BOLIVIA 

C. (Cl FRON THE TIME OF THE 195 2 RE VOLUTION IN 
BOLIVIA, FIERCEL Y INOEPENDE~T LABOR ANO PEASANT 
ORGANIZATIONS PLAYED VITAL ROLES IN NATION-BUILDING. 
BOTH THE COB OF JUAN LECHIIJ ANO THE SINGLE UNIOII 
COtff EDERAT I 01·1 OF PEASANT 1/0RKERS ICSUTCBI OF GEIIARO 
FLORES HAV E BEEN NATIONALIST IN ORIENTATION. DEMOGOGIC 
IN I TS DEMANDS , PUGNACIOUS AND AliARCH IC IN I TS TAC T I CS, 
THE COB HAS NONETHELESS SERVED AS AN IMPORTAN T CHANNEL 
OF EXPRES SION AND DIRECT POLIT ICAL PARTIC IPATION FOR 
LOWER-CL ASS BOLI VIANS \/HO MIGHT OTHERIIISE HAV E BECOME 

CIAE·OO 
L-03 
SIL · 01 
SNP-01 

CANNON·FOOD~R FOR RADICAL POLITICAL HOVEHENTS. PERUVIAN •~ 
PEA SANT'S AN D 1/0RKERS' FEDERATIONS, ON THE OTHER HAND, TENDED 
TO BE IN THE HANDS OF POL ITIC AL BUREAUCRATS \/HO \/ERE 
MIS TRU STED BY ORD INA RY WORK ERS ~CCORD ING TO BOL IV IAN 
ANTHROPOLOGIST OR. XAVIER Al BO, S. J. I. 

BOLIVIA VS. PERU: DISORGANIZAT ION ON THE LEF T 

3. IC! DESPITE J\ CORNUCOP IJ\ OF HOME·GR0\/11 RAOIC1IL GROUPS, 
BOLIVIA SO FAR HA: NOT :PIWNEO AN ( ~TREM l: T MO VEMENT 
MITH THE STAYING POMER ANO IDEOLOGICAL FoNJ\ TIC l~M OF 
surnrno LUtllllO:o . rio, 13 TIIE!.f. MIY EVIOUICE 111 ,11 THE 
SEtlO!:h l ~il\ •; 11 1\\,t Ef°~tJ :\6lf. TO T f~[.lC TH~ l ii Q0t::ii 1NE 

re 131~ 1. l \i lil _ r H~;t_ ,liiE 1;;:r..1 ·; 1(~f•l ,li :r ~1 nr ~ 1-~r.1 El"f"l;"T~ 

ro r·1;o ·; fL\·Ti:C R,:111.1,.rn ! tJtlt:lfl" ; ,.ir .u: rn! r 1: 1, r-1 1· 11;_ 

Bl!f TIIE fiOII\II J\W; , 1:tntr!O[I\\ OF 111(11, 1'111. I TIC ill 

INO(PUIDrn CE MIO 1.J\IJO -HOLOING ,1,111.1~. SEE M TO R[G11rn 
THE :; morn IS I AS AS FOREIGN POL I I I CAL urs !;1R Vi. 

LA PAZ 03448 04 OF 06 242130Z 

9. ~I A SPECIAL PROBLEM FOR BOLIVIA'S ULTRA-LEFT 
IS THA T HOST UNIVERSITY STUDENTS (EXCEPT THE PAID 
RADICAL "PROFESSIONAL" STUDENTS, SOME IN THEIR 30'S 
AND 40'SI TEND TO EMBRACE RADICALISM AS A 1/AY OF 
CONFORMING OR AS A NECESSARY RITE OF PASSAGE, NOT AS 
A LIFE-LONG COHHITHENT. ACCORDING TO BOLIVIAN MODERATE· 
LEFT JOURNALIST IVAij PETROV IC, HO ST STUDENTS BEGONE 
MARXIST-LENIN I STS ONLY IN ORDER TO "GET BETTER GRADES, 
CREDITS, SCHOLARSHIPS ANO DI SCOUNTS . YET \/HEN THEY 
BECOHE PROFESS IONALS OR MANAGERS THEY OPERATE 1/ITHOUT 
A TRACE OF POLITICAL CONSC IENCE AND DEAL HOST DESPOT· 
ICALLY 111TH POOR PEOPLE ." 

·10. IC) THE ONLY LONG-LASTING, DISCIPLINED MARX IST 
PARTIES · · THE PCB AND THE POR ITHE TROTSKYITE 
REVOLUTIONARY 1/0RKERS' PARTYI •• HAVE PROBLEMS OF 
THE IR 01/N. THE POR IS SPLIT EIGHT DIFFERENT 1/AYS . 
THE PCB, 1/H I CH HAS CONCENTRATED ON "POPULAR FRONT" 
ELECTORAL STRATEGIES, IS NOii DIVIDED . WITH SIMON REYES 
AT TH E HELM, THE HOSCOll·L INE PCB HAS KEPT ITS DIST AN CE 
FROM THE SUBVERSIVE OPERAT IONS \/HIGH ARE OCCASIONALLY 
UNCOVER ED 111TH MUCH FANFARE IN BOL IVIA. 

TROUBLE BREI/I NG: COB SEA CHANGE, NARCOOOLLARS, 

UNIVERSITY, HARO TINES 

11. ~I OES TABLIZATION IN THE LABOR CENTRA L 

IN THE LAST FEW YEARS AS LECHIN 'S STAR HAS WANED, 
THE ONCE-MIGHTY LA BOR FEDER ATION HAS BECOHE A BREEDING 
GROU ND FOR ULTRA-LEFT PARTIE S, POLITICAL HUSTLERS ANO 
IDEOLOGUES WHO HAVE UNDE RMIN ED THE CONFIDENCE THE COB 
ONCE INSP IRED AHONG THE RANK - AND -F ILE !REF DI. AT THE 
SAHE TIME SEVERAL PARTIES ARE DOING THEIR LEVEL BE ST 
TO RECRUIT HINERS, PUBLIC EM PLO YEE S; ANO TO LEAD THE 

1138 ARA420S 
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ACTION ARA - 00 

ACTION OFFICE ~ 
INF O F ILE-01 ARA-04 PPC-01 DECP-01 ECP-01 RPP -02 OAS-01 

PPA -01 LPD-01 BR-05 DAND-02 PE-02 C0-02 EC-02 DSC-01 
• AR-03 Cl-0~ UYPA-03 /038 AZ RD 

I NF C LOG-00 COPY-01 ADS-00 AID-00 I IIR-10 SS-00 
EB-08 H-01 NSC-01 NSAE-00 COME -00 HA-09 
L AB-04 TRS E-00 PM-HJ PA-01 OHB-01 STR-20 
I NM-07 FRB-03 AGR-01 USIE-DO OEAE -00 SP -02 
PRS-01 DS-01 DSE-00 SCT-02 / 088 II 

--------------- -- -370762 251043l /16 
R 24 2013Z APR 86 
FM AMEMBASSY LA PAZ 
TO SECSTATE 1/ASHDC 1936 
INFO AHEMBASSY ASUNCION 
AMEMBASSY BOGOTA 
AMEMBASSY BRASILIA 
AMEMBASSY BUENOS AIRES 
AMEMBASSY LI MA 
AMEHBASSY QU ITO 

.AMEHBASSY SANTIAGO 
DIA 1/ASHDC 
USAFSO HOIIAR D AFB PN//LAI// 
USCINCSO QUARRY HE IGHTS PN//J2/INTAFF/SCJ2-PLOPS// 
24COMP\I HOIIARD AFB PN/ / DOI// 

't"&--14".,... I Q • II- T I At SECTION 05 OF 06 LA PAZ 03448 

SANTIAGO FOR AMBASSADOR AN D CHARLOT TE ROE FROM 

AMBASSADOR 111TH THANKS 

DIA FOR IR BRANCH; USCINCSO ALSO FOR POLAD 

E. 0, 12356: DECL : OADR 
TAGS: PINR, PGOV, EL AB, SCUL, BL 
SUBJECT: PROSPECTS FOR A SENDERO LUMINOSO IN BOLIVIA 

COB ON THE TRUE PATH OF ARMED INSURRECTION. THE MARCH-
4TH CONGRESS (CMRI, THE PATRIOTIC BLOCK PARl'i IBPPI 
AND THE PCB-STH CONGRESS JOINED IN MARCH 1965 111TH 
THE REVOLUTIONARY LEFTIST MOVEMENT IMIR - M~s .. s1 OF 
COB GENERAL SECRETARY WALTER DELGADILLO QECHIN'S 
ARCH RIVALI TO FORM A "HUB OF PATRIOTIC CONVERGENCE . " 
POLITICAL OBSERVERS_ CRED IT THE NEIi COMBO WITH NO HORE 
STRENGTH THAN THE OTHER BOLIVIAN LEFT I ST FR AGMENTS . 
TO DATE THE COMBO IS NOT BELIE VED TO HAVE RECEIVED 
SIGNIFICANT AID FROM THE CUBANS \/HO COURT THEM. IF 
IT DOES GET SUCH HELP, THE POSSIBILIT IES FOR TERRORIST 
ACT IVITY WOULD INCRE ASE SUBST ANTIALLY . ME AliliHILE , 
LECH IN IS BAREL Y HOLDI NG HIS 01111 AGAIN ST DE LG .<\ DILLD 
WITH OCC AS IONAL POLITICAL HELP FROM PRESIDENT PAZ. 
ESTENSSORO. 

12 . (Cl NARCODOLLARS AS A DESTABL I ZER 

THE LURE OF NARCOTRAFFICKING HAS SPU RRED 
MIGRATION TO THE CITIES OF CO CHABAMB A AND : JNTA CRUZ 
AllO TH[IR AO J ACEIIT COC A-RICH AREA S SU CH A·; ; HE CH JPARE. 
WHILE THE PRODUCTION OF COC Alll E AND ITS 11-1![,MEO IAT E 
DRUG S HAS SHIE[DED MANY PE ASA NT S AND OT HE R ~JR kER S FROM 
THE lt!P ACT OF THE LO!·IG REC[ SSI Ot·I, IT HAS -\l : C ER OO[O 
!Hf.I A Cl.' l ! I!1,AL ,TA RIL !TY . l lk:N1, IJIIICII H·' !, ( '• , TH[ \ 
HilV [ O[CCMf j][f[IIO[tl l 011 A .r I:;; 1IvE. ' Vl' LI-I E', .. FtE l lHL I­
HOOO . !Iii ~,- ' 1-i[i; RICII " l1tl OW 111 •1! ::11.: 1,11 .,:,: :M C[ . 
CO RR llrT !Oil nrrn IIIGR[ A,I N~ DR II,;' Allll lC I ION .\,[ !Hf rRICE 
or THE IR OVERBLO\IN L If[ STYL[ IR[f Al ' C'IIIIC AL ABOUT 
THE STATE, HO~TILE TOliARD All!HDRITY, 1\ND BRED ON 

CIAE-00 
L -03 
SIL -01 
SNP-01 

LA PAZ 03448 OS OF 06 242131Z 
INF LATED EXPECTATIONS, THESE YOUNG PEOPLE COULD EASILY 
BECOME A SOURCE OF RA DICALIZATION AND VIOL ENCE . 

13. IL OU) A UNIV ERSITY TI ME BOMB? 

ACCORDING TO SOCIOLOGIST JORGE DMIDLER, A 
CRITICAL FACTOR IN THE RISE OF SENDERO LUMINOSO \/AS 
THE PRESENCE OF A l'\l)L TI TUDE OF "LOST YOUTH" IN PERU'S 
PROVINC"IAL UNIVERSITIES. FACED 111TH IMPOSSIBLE 
CH OICES -- EITHER REMAIN IN THEIR HOMETO\INS 111TH NO 
HOPE OF FINDING JOBS FOR "EDUCATED" PE RS ONS, OR JOIN 
THE DEGRADI NG EXISTENCE OF THOSE WHO SQUAT ON THE 
OU TSKIRTS OF LARGE CIT IES -- MANY CHOSE TERRORIST 
INSURRECTION. UNTIL RECENTLY UN IVERS I TY STUDENTS 
FROM BOLIVIA'S RURAL AREAS EXPERIENCED LESS SOCIAL 
DISCRIMINATION BUT ALSO KEPT THEIR SIGHTS LOW: FEIi 
EXP ECTE D TO GET PERMAN ENT JOBS, AIID MOST LOOKED ON 
POVERTY AS THEIR INHERITANCE. HOWEVER THE POLICY OF 
OPEN ADMISSION WHICH THE SILES ADMINIS TRATION BEGAN 
IN THE EARLY 1980'5 HAS PRODUCED AN INFLUX OF LOW­
INCOME STUDENTS WHO COULD BE AN EXPLOSION IN THE 
MAK ING. TENS OF THOUS ANDS OF PEASANT YOUTH WHO SEE 
NO PLACE FOR THEMSE LVES ON THE FARM ARE FLOCKING TO 
THE UN IVERS ITIES OF LA PAZ, COCHABAMBA, POTOSI AND 
ORURO. NOT REALLY EDUCATED AT All AND POORLY 
PREPARED FOR EITHER RURAL OR URBAN LI FE, THEY ARE 
LIK~LY TQ BECOME BITTER LY DISAPPOINTED UNLESS THERE 
IS AN UNEXPECTED DRAMATIC EXPANSION OF THE JOB MARKET. 
BOLIVIAN SOCIETY WILL BE HARD PUT TO ABSORB THIS GROUP. 

14. IC) HARD TI MES AHEAD 

DESPITE VALIENT EFFORTS BY THE PAZ ~OVERNMENT TO 
END HY~ERINFLATION AND BRING THE ECONOMY BAC K INTO LINE, 
BOLIVIA IS FAR FROM A RECOVERY . THE COLLAPSE OF TIN 
PRICES , \/!DESPREAD CLOSINGS OF FACTORIES AND MINES AND 
THE PROS PEC T OF RISING UNEMPLOYMENT HAVE ADDED A NOTE 
OF ACUTE DESPONDE NCY TO THE SOCIAL AND POLITICAL 
CLIMATE ffiEF El . UNLIKE THE TEMPO~ARY DROUGHT AND 

1193 ARA4209 
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ACT I ON ARA-00 

ACT I ON OFF I CE §!.::Q1 
INFO F ILE-01 ARA-04 PPC-01 DECP-01 ECP·01 RPP-02 OAS-01 

PPA-01 LPO·OI CU·02 BR·05 OAN0 - 02 PE - 02 EC -02 OSC-01 
AR·03 Cl·0{ UYPA-03 /038 A3 YC 

INFO LOG · 00 COPY-01 AOS-00 AID-00 I NR-10 SS-00 
EB-08 H·01 NSC-01 NSAE·00 COME-00 HA-09 
L AB-04 TRSE-00 PM - 10 PA-01 OMB-01 STR-20 
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------------------370766 251043Z / 16 
242013Z APR 86 

FM AMEMBASSY LA PAZ 
TO SECSTATE 1/ASHOC 1937 
INFO AME NBASSY ASUNCION 
AHEMBASSY BOGOTA 
AHEMBAS SY BRASILIA 
ANEMBASSY BUENOS AIRES 
AHEMBASSY LI HA 
AHEHBASSY QUITO 

.AHEMBASSY SANTIAGO 
DIA 1/ASHDC 
USAFSO HO\/ARD AFB PN//LAI// 
USCINCSO QUARRY HEIGHTS PN//J2/INTAFF/SCJ2·PLOPS// 
24COHP\/ HO\/ARD AFB PN//001 // 

-&-e-"N F I O E N T I A L SECT ION 06 OF 06 LA PAZ 03448 

SAN TIAGO FOR AMBASSADOR ANO CHARLOTTE ROE FROM 

AMBASSADOR 111TH THANKS 

DIA FOR IR BRANCH; USCINCSO ALSO FOR POLAO 

E. 0. 12356: DECL: OADR 
TAGS: PI tlR, PG OV, ELAB, SCUl, BL 
SUBJECT: PROSPECTS FOR A SENDERO LUM INOSO IN BOLIVIA 

OTHER NATURAL DI SASTERS CAUSED BY "El NINO'" IN 1982-83, 
THE RECENT FLOODING OF LAKE TITICACA Will PROBABLY 
RESU LT IN LONG-TERM DI SLOCATION OF THE RURAL ?OPULATION 

AROUND THE LAKE . IN OTHER AREAS -- PARTICULARLY ON 
THE ALTIPLANO -- DEMOGRAPHIC GRO~TH FOR THE FIRST 
TIME IS PROVOKING CONFLICTS OVER LANO RESO URCES ANO 
CAUSING PEA SAN TS TO.MIGRATE. BOLIVIA'S SALARI ED 
WORKERS LOST OVER 50 PERCENT OF THE IR BUYING POWER 
IN 1985 AN O HAVE NO HOPES OF MAKING UP FOR LOST· 
GROUND DURING 1986. THE GOVERNMENT HAS ANNOUNCED 
PLANS TO LAY OFF SOME 17 , 000 TEACHERS ANO PUBLIC 
EMPLOYEES, BUT LACK OF RESOURCES TO PAY INDEMNITIES 
HAS FORCED IT TO DE LA Y THE SE PLANS. THE MAJORITY 
OF THE 25,000 MINERS WHO REMAIN IN THE STA~E MININ~ 
CORPORATION (COM IBO Ll ARE LIKELY TO LO :;E THE IR JOBS, 
BEC AUS E THE FEIi PROFITABLE COMIBOL MINES CANflOT BREAK 
EVEN. LARGE-SCALE LAYOFFS ARE AL:;O IN STORE FOR YPFB, 
THE STATE PETROLEUM COMANY. OLDER PEOPLE AND THE 

• PHY SICALLY HANDICAPPED MHO 00 NOT HAVE FAMILY SUPPORT 
\/Ill BE FURTHER IMPOVERISHED. THOUSMIOS OF UNIVERSITY 
STUDENTS FROM MINING COMMUN ITIE :; ANO RURAL AREA:; Will 
LOSE THEIR MEAGER :; ouRCES OF SUPPORT FROM HOME. MANY 
\/Ill BE UNWILLiNG TO RETURN TO THEIR HONE:;, WILL BE 
UNABLE TO GET GOOD JOB". ANO IN THE IR FRIJ";TRHION MIL L 
SECOM[ PR IME CANO IO<\TE3 FOR lEFTl: T RECRll ! !ER~ . 

CON CL 1.1:; I 011 

lS. (Cl. AS CONDITIONS DETERIORATE, BOl lVl 1\ ~Ill BE 

CIAE-00 
L -03 
SI L -01 
SN P-01 

LA PAZ 0344 8 06 OF 06 2421322 
HORE VULNERABLE TO SOCIAL AND POLITICAL CONVULSIONS . 
THE CELEBRATED STOICISM OF THE INDIAN · - ON \/HOSE 
SHOULDERS THE BOL IVIAN AU THOR ALCIOE S ARG UEO AS REMARKED 
"YOU COULD GROii RADISHES" ·- HAS IT S LIMITS . SEASONED 
OBSERVERS NOTE THAT THE ALTO OF LA PAZ AND THE SLUMS 
OF ORU RO AND POTOSI ARE BECOH I NG GR I HMER AS PEOPLE 
SENSE THEY ARE RUNNING OUT OF ALTE RNATIV ES. CRIME 
ANO DR UG CON SUMP T l)JN ARE ON THE UP SIi i NG . INCREASING 
NUMBERS . OF YOUTH AN D UNEMPLOYED COULD BE DRA\/N INTO 
DESPERATE EFFORTS TO RESTRUCTURE THE SOCIETY . \/HILE 
BOLI VIA IS NOT IN A STATE OF "LATENT IN SURGUICY,'" 
ITS "IMMUNITY '" TO ENDEMIC POLITICAL VIOLENCE HAY BE 
\/EARING THIN. 

(DRAFTED BY:POL:C.ROE) ROWELL 

1196 ARA4211 
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DI STR I BUT I ON: BURG-01 HUGH-SI HORT-Bl RAY-01 illl:!!. 
/IJ0S A2 

1/H TS ASS I GN£D DI STR I BUTI ON: 
SIT: 
EOB: 

CONFIDENTIAL NOFORN 

COUNTRY: (U) BOLIVIA (Bl) . 

\/ARNING: (U) THIS IS AN INFORl1ATION REPORT, NOT FINALLY 
EVALUATED INTELLIGENCE 

SUMMARY:C/NF)A SUSPECTED COMMUNIST GUERRILLA BAND AMBUSHED 
SEVERAL BL ARMY OFFICERS I/HO I/ERE GIVING CHASE TO A SUS­
PECTED ARl1S CARRIER APPROXIMATELY 49 KILOMETERS S. E. OF 
COCHABAMBA. ONE BL \/AS WIA. TIIO Sl1GS \/ERE CAPTURED. THE 
GUERRILLAS AND SUSPECTED ARMS CARRIER ESCAPED. 

TEXT : 1. (C/NF) ON 23 APR IL SEVERAL OFFICERS or THE Bl ARMY' S 
13TH INFANTRY REGIMENT !INF REGT) 

WERE FOLLO\IING A TRUCK SUSPECTED OF 
CONTAINING A CLANDESTINE ARMS SHIPMENT IN THE VICINITY OF 

THE TO\IN OF TOCO ■■■■■■■■-~PPROXIMATEL Y 
IS KILOMETERS SOUTH OF CLIZA. \/HILE F.OLLO\IING THE TRUCK 
INDIVIDUALS \/ERE FIRED UPON BY SHALL ARMS AND AT LEAST 

ONE AUTOl1AT IC 1/EAPON FRON A HOUSE ALONG SI DE THE ROAD. 
FIRE CAME FROM APPROXIMATELY EIGHT PERSONS <NFI) . FIRE 

BOTH \IE APONS HAD APP ARE NTL Y 
JAMMED ANO \IERE DISCARDED BY THE OCCUPANTS OF THE HOUSE 
\/HO SUCCESSFULLY ESCAPED AND EVADED CAPTURE . ONE Bl ARNY 
l lEUTENANT I/AS \/IA (\IOUNDEO IN ACTION). THE TRUCK 111TH 

THE ALLEGED ll'EAPONS SHIPMfNT ALSO ESCAPED. 

2. (C/NF)BL ARIIY 7TH INF DIY STAFF .BELIEVES THAT THE ARMED 
ELEMENT IN Tlf£ HOUSE \/AS FIRING ON THF. BL OFFICERS TO PRO­
TECT THE TIUCI. IT IS tSTIMATED THAT THIS ELEMENT IS PART 
OF A CLANDESTINE COIIHUNIST CELL INF!) WHICH HAS BEEN IN 
EXISTENCE FDR SOIIE TIML ONE MEMBER OF THE ELEMENT IN 
THE HOUSE UIS OVERHEARD YELL ING, "VAMOS MATAR A LOS 
GRINGOS" ("UE SHAlL KILL THE GRINGOS"). THE 7TH I NF 
DIV CONSIDEIS THIS SERIOUS EVIDENCE or THE FORMATION OF 
A GUERRILLA OIGAIIIZATION .IN TH.E COCHABAMBA AREA. LINKAGE 
TO COCA-GRGIIIIIG CAMPESINOS IS ·DISCOUNTED FOR THE MOMENT. 

C011t1ENTS: (C/Nf) THERE IS ltOUNT I NG EV I DENCE THAT CLANDESTINE 
STUDENT AND GUERRILLA ELEl1ENTS IN THE COCHABAIIBA AREA 11AY 
BE PREPARIK FOR A nAJOR CONFRONTATION 111TH THE BL 111LI­
TA~Y AND OTl£1 GOVERNl1£NT AUTHORITIES IN THE AREA. THAT 
A GUERRILLA El£11£NT 1/0ULD OPENLY ATTACK A BL MILITARY 
~LEl1ENT TO Al'?ARENTL Y PROTECT THE HOVEMENT OF THE ABOVE 
l'IENTIONED 1IUCK !SUSPECTED ARMS CARRIER) INDICATES THAT 
THE CONTENTS OF THE TRUCK \/£RE or HIGH VALUE. IT 11AY Al SO 
INDICATE TUT SUSPECTED GUERRlllAS IN THE AREA ARE BE-
C0l11 NG MORE BIAZEII IN THEIR OPERATIONS. A COCAINE CON· 
NECTION IS, ti THE OPINION OF THIS RO, ALSO POSSIBLE. 
THE INFORl1AllON FOR THIS REPORT WAS OBTAINED FROl1 THE 
AFTER ACTI• IEPORTS AND AFFIDAVITS .Of Bl HILITARY IN­
VOLVED IN TIE INCIDENT. THE Bl ARMY IS TRYING TO KEEP 
INFORl1ATIOI ON THIS INCIDENT FROM REACHING THE Bl PRESS. 
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WARNING: NOT FINAll Y 

SUMMARY : (Cl A NEIil Y FORMED GUERRILLA CELL (NFI) HAS BEEN 
IDENTIFIED I/EST OF PUERTO VILLARROEL. THE CELL, ESTIMATED 
TO BE FROM TEN TO TIIENTY PERSONNEL, IS CURRENTLY UNDER-

$
. - GOING GUERRILLA 1/ARFARE TRAINING. 
~ --- ------------------ -- ------ --- --- --- ------ ----- ----- ----\cl'..\ 
~ TEXT: (C) IN I/HAT IS KNOIIN AS "ZONA CHll10RE" IN THE VI-
~ C IN ITY OF THE CH 1l10RE RI VER 

APPROXIMATELY 25 KILOMETERS I/EST OF PUERTO VlllARROEl 
THERE HAS BEEN REPORTED THE 
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EOB: 
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DE RUEH LP #4309/01 1411843 
0 211840Z MAY 86 
FM AMEMBASSY LA PAZ 

TO SEC STATE IIASHDC IMMEDIATE 
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~ I O E II T I "'1\'"'H!ECT I ON 01 OF 02 LA PAZ 04309 

DIA FOR IR BRANCH; USCINCSO ALSO FOR POLAD 

E. 0. 12356: OECL: OADR 
TAGS: ECON, EF IN, BL 
SUBJECT: 11'1f RECOMMENDS SHORT-TERM REVENUE MEASURES 

41.o £SS ENTIAL TO SUCCESSFUL CONCLUS ION OF 
STAND-BY AGR EEMENT 

SUMMARY 

1. (Cl THE IMF HAS DEC ID ED THAT DELAY IN CONGRESS IONAL 
APPROVAL OF TAX REFORM LEGISLATION REQUIRES THE 
BOLIVI AN GOVERNMENT TO INCREASE COMPOS ITE HYDROCARB ONS 
PRICE FROM 22 CENTS PER LITER TO 29 CEN TS PER LITER. 
THIS RECOMMENDATION HAS BEEN INCLUDED IN DRAFT LETTER 
OF INT ENT AND MUST BE APPROV ED BY lHE BOLIVIAN GOVER­
MENT BEFORE THE IMF BOARD OF DIRECTORS FORl1AL LY 
CONSIDERS A S"!A,rn -BY FOR BOLIVIA. EMBASSY ESTIMATES 
THAT CURREN T COMPOS ITE HYDROCARBONS PRICES ARE 
ALREADY SIGN IFIC ANTLY ABOVE 22 CENT S, THUS REQU IRING 
ONLY A SMALL MODERATELY INFLAT IONAR Y INCREASE IN 
HYDROCARBONS PRICES TO 11EET THIS LATEST IMF CONDITION. 
END SUMMA RY . 

IMF RECOMMENDS INCREASE IN HYDROCARBONS PR ICES 

2. (Cl LOCAL IMF REP IN FOR MED ECON OF FIC ER ON 
HAY 29 THAT THE IMF HA D CLEARED THE DRAFT LETTER 
OF INTENT TO A STAND-BY AGREEMEN T, IMF OFFIC IALS 
HAD INCLUDED ONE SIGN IFI CANT CHANGE IN DRAFT LETTER- -

A CALL FOR AN I NCR EASE OF THE COMPOS I TE HYDROCARBONS 
PRICE FROM CURRENT 22 CEIITS PER LITER TO 29 CEN TS 
PER LITER, A 33 PERCENT RISE. IMF JUSTIFIED THE IIICREASE 
ON THE BASIS OF DELAYS Ill BOLIVIAN CONGRESSIONAL APPROVAL 
OF TAX REFORM LE GISLA TION AND THE NEED TO IMPLEMENT 
SHORT -TERM REVENUE MEASURES TO ASSUR E ADEQUATE FIN AN CING 
Fl" ANC ING FOR GOVERIIMENT PLANS TO RAISE PUBLIC SECTOR 
\./AGES BY 35 PERCENT IN EARLY JULY. 

STAND-BY CONSIDERATION CONDIT IONED ON BOLIVIAN 
ACCEPT Al-IC E 

3. IC) 1/'IF REP SA ID THAT IMF BOARD OF DIRECTORS 
IIOULD CONS IDER APPROVAL OF STAND-BY AGREEMENT THREE 
WEEKS FROM THE DATE OF THE BOLI VIAN GOVERNMEN T'S 
SI GN ING OF THE LETTER OF INTENl \./ ITH THIS LATEST 
MOD IFICATION. 111F REP HAS DISCUSSED SUBJ ECT CHANGE 
WITH MIII ISTER OF PLANNING GONZALO SANCHEZ DE LOZADA 
\./HO HAS ARGUED AGAINS T INCREASING HYDROCARBON S PR ICES 
UtlTIL AFTER IMF STANO-BY IS IN PLAC E. 

NEGATIVE ADVIC E 

4. IC) I MF REP HAS LEARNED THA T HARV AR D PROFESSOR 
JEFFREY SACHS HAS ADVISED THE BOLIVIAN GOVERNMEN T 
AG AINS T INCREASING HYDROCARBONS PR ICE S. MOREOVE R, 
IMF REP CLAIMS THAT SACHS HAS SUGGESTED TH AT THE 
BOLIVIANS AGREE TO IMF CONDITION IN ORDER TO SECURE 
STAND-BY, BUT LATER RENEGE ON IMPLEMEIHATION OF THE 
INCREASE. THESE RUMORS HAVE ANGERED IMF OFFICIALS IN 
WASHINGTON WHO ARE EAGER TO GET IMF STAN D-BY ON BOAR D 

BY JUNE. IMF REP DID NOT INDICATE WHETHER A SMALLER 
I NC REASE 111 HYDROCARB ONS PRICES I'll GHT BE ACCEPTABLE 
TO IMF BOARD OF DIRECTORS. 

5. IC) WHILE BOLIVIA'S FISCAL BUDGET FOR 1986 
BAS ES REVEIIUE PROJECTIONS ON A COMPOS ITE HYDRO CAR BONS 
PRICE OF ONLY 22 CENTS PER LITER, THE CURRENT PRICE 
IS MUCH HI GHER . EMBASSY EST I MATES, AND THE I MF REP 
CONCURS, THAT THE PR ICE ALREADY STANDS AT ABOUT 
26 CEN TS PER LITER. THE LOI/EST PRICED HYDROCARBON, 
KEROSENE, CURR ENTLY COSTS ABOUT 25 CENTS PER LITER . 
THUS , TO MEE T IMF ST IPULATIONS ON HYDR OCARB ONS PRICES 
THE BOLIVIAN GOVERNMENT WOULD BE REQUIRE D TO IMPLEMENT 
BT 
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TAG S: ECON, EF IN, Bl 
SUBJEC~ IMF RECOMMENDS SHORT- TE RM REVENUE MEASURES 

A SMALLER INCREASE OF AROUND TWELVE PERCENT. 

MILDLY INFLATIONARY 

6. (C) ANY INCREASE IN HYD ROC ARBONS PRICES, ESPECIALLY 
GASOL IHE AN D DIESEL FUEL, HAS AN 111MED IATE INF LAT IO NARY 
IMPACT ON TRANSPORTATION, FOODS TUFFS AH D THE MINING 
SECTOR WHICH HAS HIGH ENERGY COSTS. IN THE PAST 
TRANSPORT AND FOOD PRICES HAVE GONE UP ALMOS T AS MU CH 
AS FUEL COS TS. SUCH INCREASES 1/0ULD IIHENS IFY 
PRESSURE FOR LA RGER PUBLIC SECTOR RAISES THAN THE 
35 PERCENT ALREADY ANNOUNCED. NONETHELESS, A TWELV E 
PERC.ENT INCREASE IN GASOLINE PRICES SHOULD RESU LT 
IN ON LY A SMALL , ON E-TIME INCRE AS E IN CONSUMER PRIC ES. 

7. (C ) PROBABLY MORE DAN GEROUS TO THE SUCCESS OF THE 
GOVERNMEN T'S ECONOMIC PROGRAM WOULD BE AN INCREASE 
IN PUBLIC SECTOR WAGES FIN AN CED THROUGH CENTRAL BANK 
EXPANSION OF THE MONEY SUPPLY. SUCH A SITUATION 
WOULD ARISE IF THERE IS NO QUICI\ INCREASE IN TREASURY 
RECE IPTS . UNBACKED EMISSIONS WOULD CREATE SUSTAINE D 
DEMAND-INFLATIONARY PRESSURES ON THE ECONOMY, WHICH 
UL TIMATE LY WOULD FORCE THE GOV ER NMENT TO INCREASE 
HYDROCARBONS PRICES (IN PESOS) AFTER THE DAMAGE 

HAD BEEN DONE. THIS LATTER CASE WOULD DAMAGE 
THE GOVERNMENT'S CREDIBILITY AND MAKE IT HARD ER TO 
CONTINUE EFFECTIVE IMPLEMENTATION OF THE STABILIZATION 
PROGRAM. 

(DRAFTED ECON: HUGO LLORENS) ROWELL 
BT 
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EXDIS DEPTO 4000 6 

BUENOS AIRES FOR DE P SEC WHITEHE AD AND D AS GELBA RD 

DEPT PLE ASE P ASS TO POL AD USCI NCSO 

E. 0. 12356: DECL: OADR 
TAGS: OVIP (WHITEHEAD . JOH N C.) , BL 
SUBJECT: DEPSEC' S MAY 20 - 2 2 VIS IT IN BOLIVIA 

REF: S T AT E !33702 

SUMMARY 

1. (LOU) DEPUTY SECRET AR Y WH I TEHEA D'S MA Y 21 MEETING 
WITH PRESI DE NT PAZ ESTE NSSORO WAS THE SUBST ANT I VE 
HIGHLIGHT OF HIS MAY 2 0- 22 VI SIT TO L A P AZ AND S ANT A 
CRUZ. P AZ ADDRESSED T WO KE Y ISSU ES: THE ECONOMY AND 
NARCOT ICS. THE DEPSEC ALSO MET FOR NEARLY AN HOU R WITH 
VICE PR ESIDENT JULIO GARRETT AI L L ON . HE E ARLI ER 
DISCUSS ED NARCOT ICS AND OTHER MATTERS WI TH FOREIG N 
MINIS TER GUILLERMO BEDRE GA L GUTIERREZ AND INTERIOR 
MINISTER FERNANDO BAR T HELEM Y MARTINEZ AND REVI E WED 
THE ECONOMIC SCENE OVER . UNCHEON LLTH A SMA LL GR OUP OF 
GOVERNMEN T AND PRI VAT E SECTOR FI NANCIA L LE ADER S -­
PL ANNI NG MINIS TER GONZ AL O S ANCHE ~ D£ LOZ ADA, F I NANC E 
MINISTER JUAN CARI AGA, L A P l\ Z MAYO R RONAL D MAC L E AN 
ANO P RESIDENT OF THE PRIV ATE E NT REPRE NEU RS CON FEDERATION 
CARLOS ITURR ALDE. IN SANTA CR UZ ON MAY 22 , MR. 
WHITEHEAD AND FORMER P RESIDE NT (1971-78) HUGO B ANZER 
SUA REZ (GENER AL RE T. ) ENJOYED A LIV EL Y AND PRODUC T IVE 
EXCH ANGE ON NARCOTICS AS WE L L AS ON BOLI VI A' S POLI T IC AL 
AND E CONOMIC DYN AMICS. THE DEPSEC' S BRIE F ENCOUNTE RS 
WI TH THE MEDIA IN LA P AZ P RODU CED F AVORAB LE COVERAG E 
(SE P T EL ) . 
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2 . (C) ON AL L MAJOR ISSUES - - NARCOTICS THE ECOl,JOMY, 
THREATS TO DEMOCRACY -- PAZ, HIS ~MNISTERS , PRIV AT E 
SECTOR REPRESENTATIVES AND BANZER READ FROM A VIRTUALLY 
IDENTICAL SCRIP T: 

AN EFFECTIVE ANTI-N AR COTICS P ROG R AM REQUIR ES STR ONG 
MULTINATIONAL COOPER AT ION AS WELL AS MAS SIVE 
FIN ANCIA L INPUTS AND AN ALL-OUT ENF ORC EMENT / 
INTERDICTION EFFORT; 

THE IMF AND OTHER INTERNA T IO NA L DON ORS MUST COME 
THROUGH NOW, THE NEXT TWO MON THS ARE CRITIC AL; 

OTHERWISE, rsJ ARCOTICS-DOLL il R CORRUPTION, EC ONOMIC 
COLL APSE AND SOCIA L DISCO NTENT WILL SH ATTER B OLIVI A'S 
DEMOCRATIC FUTURE. 

3. (C) FOLL O VI UP: 

EMBASSY WILL PURSUE VIGOROUSLY IN TE RI OR MINISTER 
B ARTHELEMY' S PLEDGE TO SIGN THE REMAI NING NARCOTICS 
AGREEMENT FACE SHEET AME NDMENT ~ARA Ill. 

END SUMM ARY. 

ECONOMY 

4 . (C) BOL I VIA'S STRUGGLE FOR SURVIVAL 

A. PRES I DENT PAZ CAPTURED THE CO ~-~MON VIEW OF BOLIVIA' S 

E CONOMIC PREDICAMENT : THE COUNTRY IS TR YING TC SURVIVE 
AN ECONOMIC CATASTROPHY. INFL ATION H AS BEEN BROUGHT 
DOWN FROM 25 , 000 PERCENT ~ICI PER YE AR TO NE AR ZERO. 
T HE ECONOMY HAS BEEN DEREGUL AT ED AN D OP ERATES ON A 
FREE MARKET BASIS . THE FOREIGN EXCH AN GE MARKET IS 
FREE. THE GOVERNMENT HAS A B UDGET , Al'-J D A MAJ OR T AX 
REFORM HAS JUST BEEN APPROVED SUCH SUCCESS E S WERE 
AC HIE VED DESPITE PRICE COLL APSES I N BOLIVI A' S T WO 
MAJOR EXPOR T S , TIN AND OIL EX POR T I NCOME H/1 5 
PLUMMETED FROM OVER DOLS ONE BILLION P ER YE AR TO 
BETWEEN DOLS 300 AND 400 MILLION P ER YE AR. BOLIVIA 
HAS BEEN DOING EVERYTHING POSSIBLE TO MEET THE 
REQUIREMENTS OF INTERNATION AL FI NAN CI AL INST I T UTIONS 
AND TO GET THE FOREIGN ASSIST ANC E IT MUST HA VE TO 
SURVIVE. YET BOLIVIA STILL H AS NO AC CE S S TO OUTSIDE 
FINANCING. WHILE BOLIVI A APPRECIATES U.S . ASSIST ANCE 
BT 
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EXDIS DEPTO 40006 

BUENOS AIRES FOR DEPSEC WHITEHEAD AN D DAS GELBARD 

DEPT PLE ASE PASS TO POLA □ USCINCSO 

E. 0. l 2 3 5 6: DE CL: DAD R 
TAGS: OVI P (WHITE HE AD, JOHN C. ) , BL 
SUBJECT: DEPSEC ' S ~~AY 20-22 VISIT IN BOLIVI A 

IN WIN NING THE DOLS 55 MILLION WORLD BANK LO AN SIGNE D 
ON MAY 20, THOSE FUNDS WILL NOT BE AVAILABLE UNTIL THE 
END OF THE YEAR. FASTER-DISBURSING HELP IS NEEDED. 

B. THE BOLIVIAN PEOPLE, B Y THEIR RESIGNATIONAND STOIC­
ISM, HAVE SHOWN THAT THEY SUPPORT THE GOVERNME NT ' S 
EFFORTS TO STRAIGHTEN OUT THE ECONOMY, BUT TIME IS 
RUNNING OUT. THE GOVERNMENT PA YRO LL MUST BE SL AS HED. 
UNFORTUN AT ELY , THE GOVERNMENT DOES NOT EVEN HAV E THE 
FUNDS TO MAK E SEPARATION P AYMENTS . CRIT IC AL GOLD 
RESERVES MAY HAVE TO BE SOLD TO PROVIDE UNEMPLO YM ENT 
BENEFITS TO AS MANY AS 200,000 WOR~ERS. THAT IN 
ITSELF WILL PUSH THE GOVERNMENT CL OSER TO THE BRINK 
OF DISASTER. IF THE EXCESS EMPLO YEES ARE NOT DISMISSED 
BEFORE WAGES GO UP AROUND THE FIRST OF JULY , T HE 
BUDGET WILL BE BROKEN . THE ~EXT TWO MONTHS AR E CRITIC AL. 
THEREFORE, AND EVER YTHING THAT HAS BEEN AC CO MP LISHED 
C,OULO -BE ·i..OST- IF :-rr.t--AELY FOREIGN ASSIST ,!1NCE DOES NOT 
AR RIVE WITHIN TH AT PERIOD . 

C. EVERY BOLIVIAN LE ADE R, INCL.UDING PRIVATE BUSINESSMEN, 
CATALOGUED THE SERIES OF UNFORESEEN ECONOMIC THUNDER­
BOLTS WHICH HAVE CONFOUNDED THE BEST EFFORTS OF THE 
PEOPLE AND THE P AZ ESTENSSORO GOVERNMENT TO PUT THEIR 
ECONOMIC HOUSE IN ORDER: 

COLL APSE OF THE INTERN ATION AL TIN MARKET WHICH 
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CRASHED THE PRICE FROM ROUGHLY SIX DOLLARS PE R 
POUND TO ONLY TWO DOLL AR S AND FIFTY CENTS. 

SILVER, 40 DOLLARS PER TROY OUNCE IN THE 1970' S , 
NOW BRINGS ONLY FI VE DOLL ARS. 

PRICES FOR LEA D, TUNGSTEN AND ZINC, t, L S O 
BOLIVI AN E XPORTS, ARE AT RECORD LOW INTERN ATIONAL 
LE VELS. 

RECENT DROPS IN WORLD PET RO LEU M PRICES AN D 
REDUCTIONS IN THE CASH RE CE I VED FROM NATU RAL GAS 
EXPORTS TO ARGENTINA ADD TO THI S BLEAK PICTU RE. 

D. BOLIVIA STILL SUFFERS A CONFIDE NCE PR OBLE M. 
COMMERCI AL B ANKS USED TO HANDLE DEPOSITS EQUI VAL ENT TO 
60 MILLION DOLL ARS BUT CAPITAL FLIGHT DRO P P ED T HOSE 
DEPOSITS AT 01'-JE POINT TO ONL Y 3. 5 MILLIOIJ DOLL/, RS . 
IN SPITE OF THE BANKS ' OF FER OF INTEREST R ATE S DO UBLE 
TH AT OF LIBOR FOR GREENBAC K DEPOSIT S. L ACK OF 
CONFIDENCE KEEPS BOLIVI ANS F R OM BRINGING THEI R DOLL AR S 
BACK TO THE COUN TRY ~ROUT FROM UND ER TH E MAT TRESS) , 
S AID FIN ANC E MINISTER CARIAGA . 

E PLANNING MINISTER SANCHEZ DE LOZADA SAID THAT 
WHEN THE PAZ ESTE NSSORO GOVERNMENT TOOi', OFFICE, TAX 
RE VEN UES WERE ONLY ON E PERCENT OF GNP AND THREE PERCENT 
OF THE BUDGET . THE OTHER MAJOR SOURCE OF REVENUE , 
GASOLINE SOLD BY THE GOVERNMENT PETROLEUM CORPOR ATION , 
WAS PRICED AS LITTLE AS ONE U.S. CENT PER LITER . 
THE GOVERNMENT TURNED THE REVENUE SIT UAT ION AR OUN D 
BY EFFECTING A TENFOLD INCREASE IN THE PRIC E OF GAS TO 
30 CENT S PER LI TER (U.S. DOLS 1. 14 PE R G/, LLON ) AND 

DEVISING A S WEEPING TA X REFORM PROGR AM . THE LATT ER 
REDUC ED 30 DIFFICULT-TO-COLLECT AND L ARGEL Y E ARM AR KED 
T AX ES TO NINE, ALL OF WHICH WILL GO DIRECTLY TO THE 
TRE ASU RY, EXCEPT FOR TEN PERCENT E ACH TO THE STAT ES 
AN D MUNICIPALITIES, AND FIVE PERCENT TO THE UNI VERSITY. 
IN THIS LIGHT, IMF DEMANDS FOR A FURTHER GASOLINE 
PRICE INCREASE BEYOND THE TENFOLD HI KE ALRE AD Y I MPOSED 
AP PEAR OVERL Y SEVERE AND , FRANl', LY, THREATEN BOLIVIA'S 
SOCI AL STABILITY. 
BT 
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F. THE MAI N ELEMENTS OF THE NEW TAX SYSTEM ARE : A 
TEN PER CENT VALU E ADDE D T AX (VA T); AN INCOME TAX (UP TO 
10 0 PER CE NT OF WH ICH CAN BE DEDUCTED BY PRESENTING VAT 
RECEIPTS) ; A PATRIMONY T AX RJl.NGING FROM TWO PER CENT ON 
COMPANY NET ASS ETS TO FIVE AND TEN PERCENT ON HOU SES 
AND AUTOMOBILES RESPECTIVELY; A ONE PERCENT SALES T AX: 
AND AN EXCISE T AX ON SUCH ITEMS AS AL COHO L AND 
CI GAR ETTES. THE ENTIRE T AX P ACKAGE SHOULD YIELD TH E 
EQUIVALENT OF TEN PERCENT OF GN P . OF WHI CH THE VA T 
S HO ULD CONT RIBUTE AT LE AS T THREE PERCENT AGE POI NT S. 
THE PURPOSE OF THE NEW TAX PROGRAM IS TO RE AC H THE 
TWO TH IRDS OF THE POP ULATION WHICH HAD BEEN FORCED 
INTO THE INFORMAL ECONO MY BY H YPER-INFL AT I ON AN D TO 
IMPROVE ADM I NIS TR AT ION THROUGH THE HELP OF THE PEOPLE 
WHO WOU LD DEM AN D VAT RECEIPTS TO DE DU CT FROM THEIR 
INCOME T AXES. 

G. @ANZE ,R CONCWR,Rti:G, WITH PAZ'S ASSE S SMENT OF EC ONOMIC 
PLUSES AND MINUSE~. STRI KI NG A GEN ER AL THEME E XPR ES SED 
IN MOST OF T HE DEPSEC' S MEETINGS, BANZER S AID BOLI VIA'S 
PEOPL E BASIC ALLY SUP P ORT THE TOUGH ECONOMIC MEASUR ES, 
BUT THE CONTINUED SACRIFICE DEMANDED BY SUCH DEV ICES 
AS THE T AX L AW COULD LE AD EVENTU ALLY TO SOCIA L UPHEAVA L 
UNLESS CONDITIONS I~~PR OV E SOON. THANKFULLY , THE 
USU ALLY POWERFUL LAB OR UNIONS ARE WEAK AND DIVIDED 
FOR THE TIME BEING . THE PAZ GOVERNMENT ALSO HAS 
DEMONSTRATED ST RONG RESOLVE AND WILL NO T HESIT ATE T O 
DECL ARE ANOTHER ST ATE OF SIEGE IF CIRCUMSTANCES DEMAND . 

PS N: 0 !5. 8 0 ·6 9.-~ 
CSN: HCE 906. 
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H. IN HIS REPLIES, THE DEPSEC S AID THE U.S . WILL DO 
THE MAXIMUM POSSIBLE. HO WEVER, TH E UNITED ST ATES 
C ANNOT PROMISE BIG INCRE AS ES IN BIL AT ER AL AID. WE 
ARE HAVING TO BE LESS GENEROUS ON MILIT ARY AN D ECONOMIC 
AS SIST ANCE BECAUSE OF OUR OWN BUDGE T DEFICI TS . HO WE VER , 
WE CAN GIVE TECHNIC AL ASS IST ANCE AN D SOME EQUIPMENT. 
WE WILL CONTINUE TO PRESS AS HAR D AS WE CAN IN INTER­
NATION AL FIN ANCIA L INSTITUTIO NS TO HELP BOL I VIA. 

5. (Ci IMF ST AND-BY T ACTICS 

A. THE PRESIDENT S AID BOLI VI A HAS DONE E VE R YT HING 
POSSIBLE T O ME ET IMF STAND-B Y CONDITIOI\JS . BUT EACH 
TIME THE COUNTRY MEETS A REQUIREMEN T -- AS IN THE 
JUS T-P ASS ED REFORM OF THE T AX STRUCTURE -- A NEW 
CONDITION GETS ADDED. NOW THE IMF DEM AND S TH AT 
GASO LINE PRICES BE INCRE ASED BEFOR E TH E ST AND-BY IS 
GR ANTED. BOLIVIA'S FUELS AR E ALRE ADY O VER-PRICED 
COMP ARED WITH NEIGHBORING COUNTRIES . MOR EOVER , 
HYD ROC ARBONS PRICE INCRE ASES HAV E AN IMMEDI ATE 
INFL /-1 TION ARY IMPACT, WILL SET OFF A NEW ROUND OF WA GE 
DEMANDS, AND WILL HAND AMMUNITION TO T HE LEFTIST L ABO R 
UNIONS WHICH WO ULD LIKE NOTHI NG BETTER THAN TO DERAIL 
THE WHOLE PRIVATE ENTERPRISE- BAS ED RECOVERY EFFORT. 
B ANZER LATER MADE A SIMIL ARLY STRONG REP RESENTATION TO 
THE DEPSEC ON THE IMF' S ESC AL/-1 TI NG STRING OF CONDITIONS. 

B. PL ANNI NG ~/II NI STER S ANCHEZ DE L □ZADA , COMMENT I NG 
L ATER ON THE IMF REQUIREMENT FOR QUIC K GASOLINE PRICE 
HI KE S , OBS ER VED THAT THE P AZ ES TENS SORO ADMI NJ STR AT I ON 
HAS HAD VI RTU ALLY NO ACC ESS TO OUTSIDE FIN ANCIAL 
ASSISTANCE IN SPITE OF A DESPER ATE NEED FOR 250 MILLION 
DOLL ARS. BEC AUSE OF THE DRUG PROBLEM IT HAS NOT EVEN 
BEEN POSSIBLE TO GET THE 7. 5 MIL LION DOL L AR S IN U.S. 
ECONOMIC SUPPORT FUNDS. HE S AID T HAT B Y T HE TIME THE 
COUNTRY GETS AN IMF STAND-BY AND HELP FROM OTHER SOURCES 
BEGINS TO BECOME AVAILABLE , "WE ' LL ALL BE OUT OF OFFICE." 
THE PRESENT EFF ORT HAS BEEN AK I N TO MARRYII\JG THE IONG' S 
DAUGHTER: FIRST SLAY THE DR AG ON; THEN BATTLE T HE BL ACK 
KNIG HT ; BRING BACK THE GOLDEI\J FLEECE ; AND FIN ;1 LLY SWIM 
THE MOAT AND SCALE THE P AR APET. B Y THE TIME YOU 
BT 
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SUFFERED THROUGH THE ENTIRE ORDEAL IT ' S TOO L ATE 
THE BRIDE IS OVER-AGE AND OVER-WEIGHT. 

C. THE DEPSEC IN ALL CASES RESPONDED TH AT T HE UNITED 
STATES IS CONVINCED THAT THE STAND-BY MUST BE APPROVED 
IMMEDIATELY WI THOUT FURTHER PRECONDITIONS. HE NOTED 
THAT THE U.S. HAS BEEN ACTIVELY SUPPORTING PROMPT 
ACTI ON BY ALL THE INTERNATIONAL FI NA NCI AL INSTITUTIONS 
TO HELP BOLIVIA. THE MAY 20 WORLD BANK ID A APPROV AL 
OF 55 MILLION DOLS IN LOANS IS ONE RESULT OF OUR 
EF F ORTS. THE B AK ER PLAN ALSO REPR E SEN T S A POTENT I AL 
SOURCE OF ECONOMIC HELP FOR BOLIVIA. 

6. CC) BOLIVIA'S EXTERNAL DEBT 

A. VICE PRESIDENT GiRRETT FOCUSED ON THE EXTERNAL 
DEBT, POINTING OUT T HAT BOLIVIA IS EXPECTED TO MAl~. E 
PAYl,~ENTS OF ABOUT 211 MILLION IN 198-6. TriESI,: P•AYlv,ENTS 
ARE E ARMA R KED FOR MULTILATERAL AND B I L ATERAL CREDITORS 
AND DO NOT I NCLUDE THE INTERNATIONAL PRIV ATE BANKS. 
NONETH: LESS, DEBT SERVICE PAY~~El'iTS ARE ESTIMATED AT 
OVER 50 PERCENT OF TOTAL EXPORTS. THIS SITUATION 
CANNOT BE SUSTAINED FOR ANY EX TENDED PERIOD . GARRETT 
SAID THAT INDUSTRIALIZED NATIONS HAVE TO ASSIST THIRD 
WORLD COUNTRIES IN SOLVING THEIR EXTERNAL DEBT PROBLEMS. 
THE BAKER PROP OS AL UNVEILED IN OCTOBER AT THE IMF/IBRD 
CONFERENCE IN SEOUL IS A POSITIVE FIRST STEP, 
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B. GARRETT ALSO REFERRED TO THE 100 MI LLION DOLLAR 
UNITED NATIONS EMERGENCY FUND FOR BOLIVIA ORGANIZED BY 
UN SECGEN PEREZ DE CUELLAR AT GARRETT'S INITI ATIVE. 
DESPITE E ARLIER PLEDGES , AT P RESENT ONLY THE 
"POOR" COUNTRIES (VENEZUELA AND ARGENTINA ) HAV E 
RESPONDED. SPAIN ALSO HAS OFFERED 20 ~ILLION DOLL ARS. 
GARRETT RECOGNIZED THAT EACH COUNTRY HAS TO USE ITS 
OWN AID MECH ANISMS, THE U. S . PL 480, FOR E XA ~/s PLE. 
BUT HE URGED THE U.S. TO PUSH THE I ND US TRI AL I AZED 
COUNTRIES TO P ARTICIPATE IN THIS PROGR AM, AND TO SET 
AN EXAMPLE FOR OTHER GOVERNMENTS , INCLUDING J APAN AND 
SOUTH KOREA. WE NOTED OUR CIRCUL AR DEM AR CHE OF L AST 
DECEMBER URGING QUICKEST AID TO BOLIVIA, BU T SA ID WE WI LL 
CONSIDER DOING IT AGAIN. 

POL IT I CAL 

7. (LOU) BIL ATERAL U. S. -BOLIVI AN RELATIONS 

THE DEPSEC CONVEYED PRESIDENT RE,!\ GAN' S PERSONA L 
RESPECTS TO PRESIDENT PAZ ESTENSSORO. HE ALSO 
EXPRESSED HIS OWN AND SECRETARY SHULTZ ' S CONGRATULA­
TIONS FOR THE PAZ ESTENSSORO GOVERNMENT'S ACCOMPLISH­
MENTS AND COURAGE. THE DEPSEC ASSURED PRESIDENT PAZ 
THAT HE IS WELL - KNOWN AND RESPECTED IN THE U.S. BECAUSE 
OF HIS COURAGEOUS PROGRAM WHICH HAS DEMANDE D GREAT 
SACRIFICES FROM BOLIVIA'S GOVERNMENT AND PEOPLE. HE 
ASSURED PAZ AND OTHERS THAT THE U.S . BAC KS BOLIVI A'S 
EFFORTS ONE HUNDRED PERCENT BEC AUSE OF THE PROGRAMS 
AND VALUES WE SHARE IN COMMON , INCLUDING: COMMIT~.~ENT 
TO DEMOCR ACY; BELIEF IN UNLEASHI NG PRI VAT E ENTERPRISE 

TO PROMOTE ECONOMIC RECOVERY AND GROWTH ; AN D SHARED 
EMPHASIS ON REDUCING THE COSTS AND OM NIPRESENCE OF 
GOVERNMENT. 

8. (Cl THE DOMESTIC SCENE - - AON PERSPECTIVE, "P AC T FOR 
DEMOCRACY" 

A. GENER AL BANZER REVIEWED HIS PERSPECTIVE OF BOLIVIA'S 
POLITICAL AND ECONOMIC DYNAMICS. THE FORMER PRESIDENT 
BT 
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(!971-78) STATED THAT LITTLE HAD CHANGED ON THE 
POLITICAL FRONT OVER THE P AST FEW MONTHS. TH E RECENT 
APP ROVAL OF THE TAX LAW BY CONGRESS HAD S UCC ESSFULLY 
TESTED THE AON' S (NATIONALIST DEMOCR ATIC AC T ION) "P ACT 
FOR DEMOCRACY " WI TH PRESIDENT PAZ ES TENSSORO' S 
GOVERNING MNR ~ATIONALIST REVOLUTIONARY MOV EMENT) 
P ARTY. PAZ PROVIDED STRONG LEADERSHIP IN GUIDING HIS 
P ARTY TO ACCEPTABLE COMPROMISE WITH THE AON ON THE 
LAW. IN HIS OPENING COMMENTS, THE OEPSE C IN TURN 
PR AISED THE PACT AND BANZER ' S ROLE IN ~AAl, I G IT WOR~-; 
TO THE BENEFIT OF BOLIVIA ' S DO.~OCRATIC PR OCE SS. 

8. B ANZER ALSO EXPRESSED SATISFACTION TH AT CONGRESS 
HAD AP PROVED SIGNIFICANT AMENDMENTS TO THE ELECTORAL 
LAW. THE AON DEMONSTRATED CONSIDERABLE FLEXIBILI T Y 
IN ACCEPTING CH ANGES I .NITS ORIGINAL PROPOS AL , HE S /1 ID. 
THE REV AMPED LAW WIL~ SERVE DEMOCRAC Y BY WI NNOWING 
BOLIV IA' S 72 PARTIES DOWN TO FOUR OR FIVE. 

NARCOTICS ISSUE 

9. (C) A CRITICAL PROBLEM FOR BOLIVIA: 

A. PRESIDENT PAZ SAID COCA GROWING / DRUG TR AFFIC KING 
rs A CRITICAL ISSUE, IT HAS CREATED MAJOR MOR AL AN D 
MORALE PROBLEMS AND SERIOUSLY DAMAG ES BOLIVi AN/ U. S. 

-P.AMf=' I RF kif I fd 
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BILATER AL REL ATIONS . NARCOTI CS DOES MASOR HARM TO 
BOLI VI A SOCI ALLY AND ECO NOMIC ALL Y. EXAMPLES: THE RE 
USED TO BE A FE W TR AFFIC KE R CHIEFS , BUT NO W THE 
TR AFFIC KERS HAVE MA DE THOUSAND S OF CAMPESINOS I NTO 
DRU G PRODUCERS THE MSEL VES . INSTE AD OF GRO WING JU ST 
COCA LE AF , T HE CAMPEST NOS NOW AL SO PRODUCE PAS TE, 
AN D THE CO UN TRY I S BE GINNING TO PRODUCE COCAINE B AS E 
AN D HYDROC HLORIDE . FO RMERLY THOSE DRUGS WER£ MADE 
MA I NLY IN COLOMBI A. NARCO-TRAFFICk ERS ALSO AR E POISED 
T O I NVADE THE PRI VA TE SECTOR, BU YING OR UNDERCUT T ING 
LE GITIMATE BUSINESS IN AN EFF ORT TO OBTAIN INF L UENCE 
AS WE LL AS TD L AUNDER THEIR SLEAZY MONE Y ANO I MAGES. 
T HOUG H TA KIN G A SOMEWHAT DIFFE REN T ROUT E , BANZE R 
L ATER MADE CLEAR THE S AME DEEP CONCERNS. 

B. BEDREGA L AN D BAR THEL EMY MADE SIMILAR POINTS DURIN G 
AN HOUR-LONG DISC USS IO N PRI MAR I LY DEVOTED TO NARCOT I CS. 
TH E DRUG TRAD E, IN ADDI TION TO ITS DISTORTING EFFECT 
ON THE ECON OMY, ALSO HAS E RODED BOLIVIA ' S SOCIAL F/1BRIC 
AND TH E I NT E GR ITY OF I TS PEOPLE . THE COUNTRY IS IN "' A 
FIGHT TO THE DE ATH. " THE SEVERE DIMENSION O F THIS 
PROBLEM I S SHOWN IN THE LIN K BETWEEN DRUG TRAFFICKERS 
AND T ERRORISTS ELSEWHERE IN SOU T H AMERIC A. AT THE 
MOMENT TH IS CONNE CTION IS NOT EV ID E NT IN BOLI VI A, BUT 
I T IS A DIFFICU LT AND GROWING PROBLEM IN NEIGHBORING 
PERU. THE POTENTIAL MARRI AG E OF CONVENIENCE BETWEEN 
NAR CO-DEALERS AND POLI T I CAL TERRORIS TS IN RUR AL AR E AS 
POSES A SER IOU S POTENTIAL THRE AT IN BOLIV I A. 

C. SO FAR, RESU L TS OF E F F ORTS TO FIGHT DRUG PRODUC TION 
AR E POOR . T HE PROBLEM IS TOO FE W RESOURCES. BOLIV I A 
DOE S NOT HAVE THE WHERE WITH AL AND NOT E NOUGH HELP I S 
COMING FROM T HE U. S. AN D OTH ER DEVELOP ED COUNTRIES . 

10. (C ) STRATEGY NE EDED 

A. BASIC APP RO ACH: 

(1) WHAT IS NEEDED , S AI D P AZ ESTE NSSORO, IS A 
BROAD-SCALE FR ONT AL ATT ACK -- "SHOCI~ TRE />. TMENT" 
ON THE ENTIRE DRUG INDUSTR Y FROM P ROD UC ER TO 
TR AFFIC KE R TO CONSU MER. P IN PRI Cl·~S. EF FORTS OF DOL S 
BT 
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THREE TO FI VE MILLION PER YE AR I N BOLI VIA, WILL NO T 
SUCCEED. WI THOUT A BRO AD- SC ALE AT T ACK, T HE PRESIDE NT 
BELIEVES TH AT TR AFFIC KERS MAY SOON BE ABLE TO T AK E 
OVER BOLIVI A, POLITICALLY AS WELL AS ECO NOMICAL L Y. 
BUT A BROAD AT TACK REQUIRES A C AREFUL, IN TERNATIONAL LY 
COORDIN ATED P LA N. OTHER COU NTRIES THAT MUST COOP ER ATE 
INCLUDE BR AZIL , COLOMBIA , ECUADO R, AND PE RU IN ADDIT IOI\J 
TO BOLI VIA AND THE U.S. " AND WHERE ,,. ASl<ED BARTHELEMY, 
"IS THE EEC~" 

(2) BANZ ER TOO URGED .t\N INTERN ATIONAL E F FORT OF 
MAJOR P ROPOR T I ONS. THE NAR COTICS PROBLEM I S NOW F AR 
BEYOND P UR ELY NATIONAL OR BILATERAL SOLUTIO N. 
INTERN ATIO NAL TR AFFIC KING AND CONSUMP T ION DICT ATE A 
SIMIL AR GLOBAL RESPONSE BY CONSUM ING AN D PRO DU C I NG 
NATIONS UND ER S E IGE . . T HE POLITICAL AND FIN ANCIA L 
RESOURCES AVAI L AB~E ~OR COMB ATTING T HE DR UG TR ADE I N 
BOLIVI A ARE MINIMAL, EVEN WITH THE MUCH NEEDED U.S . 
GQN TR"IBU-TION. FOR , ITS PART , TH.ii .AON REMAIN S SE IZ£D 
WITH THE NARCOTICS PROBLEM AN D POSSIB LE AN S WE R OF 
INCREASED INTERN ATIONAL COOPER ATION. THE AON IS 
PLANNING A MEETING OF LIKE-MINDED CONSERV ATIVE P AR TIES 
IN THE REGION, AND A POLITICAL DISCUSSION OF NARCOTIC S 
WILL BE A PRIMARY AGENDA I TEM. 

8. MULTILATERAL T ASK FORCE: 

(1 ) IN THI S REG ARD, THE FOREIGN MI I\JISTER PROPOSED A 
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U.S. -BOL I VIAN T AS K FOR CE , COMPOSED OF E XP-ERT S FROM A 
RANGE OF INTERESTED AGENCIES ON BOTH SIDES . TO DEVISE 
AN "ACTION PL AN" AGAI NST NARCOTICS. OTHER CONCERNED 
DEVELOPE D COUNTRIES AND INTERN ATIONAL ORGANIZ ATIONS CO ULD 
BE BROUGHT IN LA T ER. IN ADDITION TO DEVE L OP ING AN AL L-
OUT ANTI -N ARCOTICS STRATEGY , THE T AS K FORCE WOULD CONS IDER 
A VARIETY OF RESOURCE NEEDS. 

~) THE I NTE RIOR MINISTER SAID TH AT THE U. S. AN D 
BOLIVIA HAD DEVISED A COMPREHE NSI VE F IVE-YE AR NARCOTICS 
STRAT EGY IN 19 82, INCLUDING DOLS 900 MILL ION FOR CROP 
SUBSTI T UTION INCENTIV E S AS WEL L AS PL ANS FOR ER ADIC AT ION 
AND INTERDICTION. UNFORTUN ATELY , THE PROGR ft M NEVER GOT 
OFF THE GROUND. THE DOCUMENT IN ANY C ASE MIGHT MAKE A 
USE FUL WORKING PA P ER FOR A NEW BIL AT ER AL OR MU L T IL ATER AL 
T ASK FORCE. 

C. ERAD IC ATION STRATEGY: 

(II THE PRES I DE NT SAID BO.LIVI/\ HAS BEEN WORl'dNG WITH 
THE U.S. ON BOTH ERA DIC AT ION AN D INTERDICTION AND WILL 
CONTINU E TO DO SO. THE PRESIDENT RECO GNI ZED TH AT ER ADICA­
TION IS NEC ESS AR Y, BU T HE WA S SKEPTICA L THAT A STR ATEGY 
THAT FOCUS ES ALMOST E XC LU S I VELY ON ER ADIC ATION CA N 
SUCCEED. SUCH AN APP RO ACH, HE S AID , RUNS INTO PROBL EMS 
WITH CAMPES I NOS REGARDING TR ADITIONAL CULTI VA TION AND 
USE. IT ALSO REQU IRES THAT WE FIND ALTERN ATIVE CASH 
CROPS AN D HELP CAMPESINOS TO DEVELOP THEM. ER ADIC ATION 
IS EXPENSIV E AN D BASICALL Y SLO W E VEN WH EN BEING PUSHED. 

(21 BANZER WEN T EVEN FUR THER , SUGGESTING TH AT ONLY 
BU YING COC A LAND AN D A MASS I VE RELOC ATION OF PE ASANT 
GROWER S MIG HT SUCCEED IN CURB I NG CUL TI VAT ION . THE 
DEPUT Y SECR ET ARY AND AMBASS ADO R RE JE CTE D THE NOTION, 
OBSERVING THAT BUYING COCA L AND IN BOLIVIA WILL ONLY 
MOV E CUL TI VA TION TO OTHER ARE AS IN THE REGION SUCH AS 
BR AZIL . AS A BETTER SOLU TION , ANT I - NARCO T ICS AND COC A 
CONTRO L L AW S SHOU LD BE E NACT ED AN D ENFORCED I N TOUGH 
BU T F AIR F ASH I ON. FOR BOLI VI A, A MA JOR STEP IN TH AT 
DIRECTION WOULD BE TO DEFINE TRADITION AL AN D NON-TRAD I­
TIONAL GR OWING AREA S SO A COMPREHENSIVE ER ADIC ATION 
PROGRAM CAN BEG IN . 

D. 
BT 
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EXDIS D EPT □ 40006 

BUENOS AIRES FOR DEPSEC WHITEHE AD AND DAS GELB ARD 

DEPT PLE ASE PASS TO POLAD USCINCSO 

E. 0. 1 2356 : DECL: DADR 
T AGS: OVIP ('.VHITEHEAD, JOHN C.) , BL 
SUBJECT: DEPSEC ' S MAY 20-22 VISIT IN BOLIVI A 

INTERDICTION C AN PRODUCE MUCH F ASTER RESU LT S. 
DIRECT ATTACKS ON TRAFFICKERS, WHO ARE THE TRUE VIL LA INS , 
BREAK THE FLOW OF DRUGS TO DEVELOPED COUNTRIES WHILE 
CUTTING THE ECONOMIC RETURNS TO COC A GROWERS. THIS I N 
TURN MAKES ER ADICATION FASTER AN D CHE APER TO AC HIE VE. 
BANZER AT THE MAY 22 MEETING STRONGL Y BELIEVED THE 
FIGHT AG AINST NARCOTICS CRIMINALS MUST CONTI NUE AN D BE 
REINFORCED BY ALL POSS I BLE LEGAL ME ANS. 

E. RESOURCE SHOR T AGES ARE CRITICAL: 

TO BE EFFECTI VE ON INTERDICTION , THE P RE S IDE NT S AID 
BOLIV I A NEEDS AI RCR J1 FT, BO ATS, COMMUNIC ATIONS , ADEQ UA TE 
WEAPONS FOR POLICE ~OLICE ONLY HAVE KORE AN WAR S EMI­
AUTOMAT IC C ARBINES OR WORSE) , R ADAR OR SOME OT HER WA Y TO 
TRAC I\ TRAFFIC KER AIRCRAFT, REWARD MONE Y AND TOPOGR AP HICAL 
SURVEYS. WITHOUT REVvARDS THERE ARE NO INFOR M/, NTS, AND 
THE PAZ GOVERNMENT HAS STOPPED ALLO WING INFOR MANT S TO BE 
-PAIO· W;!,+H A SHA><.£ .. Q.f: .£,i:IZED DRUGS. BO.L it.V I A HAS N G,. 
RESOURCES TO CARRY OUT EITHER INTERDICTION OR ER ADIC ATION. 
THE DOLS 3-5 MIL LION A YEAR COMING FROM THE U.S. ARE 
TOTALLY INADEQUATE. 

11. (Cl FACE SHEET UPDATING U.S. /BOLIVI A BIL ATER AL 
AGREEMENTS 

INTERIOR MINISTER BARTHELEMY STATED TH AT THE 
AGREEMEN TS SIGNED IN 1983 BETWEEN THE U. S. AND THE 
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PREVIOUS SILES ZUAZO ADM INI STR ATION E S T AB LI S HED 
UNREALISTIC DEADLINES AND GOA LS WHICH ARE NOT VALID NOW 
-- IF THEY EVER WERE. THE PENALTIES OF THE ''H A V✓f<INS 

AMENDMENT" AND THE COC A ER ADIC ATI ON GO AL OF 4,000 
HECTA RES ARE NOT REALISTIC IN THE CURRENT CIRCUM S T ANCES 
OF BOLIVIA'S CRISIS. UNDER THE CIRCUMS T ANCES , THE 
PROPOSED F ACE SHEET AMENDMENT TO THOSE ACCORDS WO ULD 
SIMPL Y RATI F Y INVALID GOALS. BAR TH E LEMY SAID TH AT , 
NONE THELE SS, IF THE FACE SHEET IS NECESS ARY FOR THE 
U.S . AND THE CONGRESS, BOL I VIA WILL SIG N IT. THE DEPSEC 
URGED THE MINISTER TO SIGN THE PROPO SED FACE SHE ET 
AMENDMENT SO THAT BOTH THE U.S. AND BOLIVIA WO ULD 
CONTINUE TO HAVE A FIRM BASIS FOR MUTU AL COOPER AT ION 
ON NARCOTICS. 

12. (CJ LAW E,✓ FORCEMENT 

A. B ARTHELEMY NOTED TH AT UMOP AR, THE ANTI-DRUG POLICE 
FORCE IN THE CH APARE REGION , MAINTA INS ITS MO R ALE ANO 
WILL T O FIGHT . DAILY CLOSE PROXIMI TY TO TR AFFIC f< ERS 
AND TEMPTATION OF NARCOTICS MON E Y, HO WEV ER , AR E 
BEGIN l✓ ING TO T AK E A TO LL. BOLIV I A' S POOR L Y TR AI NED 
POLICE , USING EQUIPMENT OF WO RLD WAR I I OR f·'. ORE AN WA R 
VINTAGE, ARE BEING ASKED TO CONFRON T DRUG TRAFFIC KERS 
ARMED WITH SOPHISTIC ATED WEAPONRY. TO BELIEVE THAT 
SUCH AN APPROACH WILL MEET WI TH EVEN MINIMAL SUCCESS 
IS TO DECEIVE OURSEL VES. 

8 . B ARTHELEMY SAID THAT IF UMOPAR COLLAPSES IT WILL BE 
DIFFICULT TO FIND A COMMITED, EFFICIENT UNIT TO 
REPLACE IT. THE AR MED FORCES, FE /-1 RING CORRUPTION 
THROUGHOUT THEIR RANKS , DO NOT WANT TO BECOME IN VOLVED 

WITH 1-.J ARCOTICS ENFORCEMENT. IN 1983 , FOR E XA MPLE , THE 
MIL IT AR Y OCCUPIED THE CHAPA RE REGION FOR 60 DAY S . IN 
TH AT SH ORT PERIOD THEY BEC AM E RIDDLED WITH CORRUPTION. 
BOLIVI A' S MILIT ARY COMM AND ERS ARE NOT INCL I NED TO TEMPT 
FATE BY REPEATING THE E XPERIENC E 

1 3. (CJ U. S. RESPONSE 

A. THE DEPUTY SECRET ARY TOLD THE P RESIDE NT TH AT OF THE 
BT 
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EXDIS DEPTO 40006 

BUENOS AIRES FOR DEPSEC WHITEHEAD ANO DAS GELBARD 

DEPT PLEASE PASS TO POLA □ USCINCSO 

E. 0. 12356: DECL: OADR 
TA GS: OVIP (WH ITEHE AD, JOHN C.) BL 
SUBJECT: DEPSEC ' S MAY 20-22 VISIT IN BOLI VI A 

TH REE MAJOR ISSUES DOMINATING U.S . -BOLIVI AN BILATERAL 
RELATIONS AND INTERESTS -- STRENGHTHENING OF DEMOCRACY, 
ECONOMIC RECOVERY AND GRO WTH , AND NARCOTICS -- THE AREA 
SO FAR WITHOU T ANY SOLUTION IS NARCOTICS. WE MUST CUT 
BOTH DEMAND AND SUPPLY. 

B. THE DEPUTY SECRETARY SUGGESTED A MEE T ING OF DRUG­
PRODUCING AND DEVELOPED CONSUMER COUNTRIE TO PRODUC E A 
PLAN AND TO DISCUSS FUNDING FOR A LONG-TER M STR AT EGY TO 
DES TROY THE DRUG BUSINESS . THE PLAN WILL HAVE TO BE 
GLOBAL AN D ~M, SSIVE . ONLY A MAJOR, SUST AINE D FIVE-YEl\R 
AS SAULT ON THE PROBLEM CAN SUCCEED. INCRE MENTAL 
EXPERIME NTATION DOES NOT WORK. 

C. THE T ASK FORCE PROPOS AL MIGHT WELL PROVIDE THE 
VEHICL E FOR A BIL ATERAL PREPARATORY MEETING TO DISCUSS 
STRATEGY AND TO E XP LORE FURTHER A BRO ADER INTERNATI ONAL 
EFFORT. AT SOME E ARLY POINT, HOWEVER, THE T ASI~. FORCE 
SHOULD INCLUDE NEIGHBORING COUNTRIES WHICH FACE SIMIL AR 
F'ROl:3'LEM'S. "t:..'/.!:'l'lGE·-s,cALE FI P<ll'INCIN G I£ NE£,O<ED .I\ ND IS 
ACCEPTABLE IF THE STRATEGY PROMISES SUCCESS. IF RESULTS 
ARE UNCERTAIN, THRO WING IN MONEY BACKED ONL Y BY BLIND 
FAITH WILL ONLY E XACERBA TE THE PROBLEM. MAJOR FINANCING 
MUST COME NOT ONLY FROM THE U.S. BUT ALSO FROM OTHER 
DEVELOPED NATIONS AND INTERNATIONAL ORG ANIZATIONS, SUCH 
AS THE U. N. 

D. THE DEPUTY SECRETARY REITERATED T HAT ALTHOUGH NARCO ­
TICS TRAFFIC KI NG rs A SCOURGE OF GLOBAL PROPORTIONS AND 
A WEL L-DEVELOPED , LO NG-RANGE INTERNATIONAL PL AN IS 
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CRITICAL FOR THE SUCCESS OF OUR MUTU AL ANTI - NARCO TICS 
EFFORTS, OUR IMMEDI ATE EFFORTS SHOULD NOT SL ACKEN. THE 
U. S . AN D BOLIVIA MUS T CONTINUE CURRENT ER ADICATION AND 
INTERDICTION EFFORTS WIT HOUT INTERRUPTION. DE MOCRAT IC 
GOVERNMENTS AF TER ALL HAVE RESPONSIBILI T IES TO THEIR 
PEOP LE AS WELL AS THE INTE RNATIONAL CO~MUNIT Y. I NDI VIDU AL 
COUNT RIES HAV E RESP ONSIBILI T Y TO T AK E PRA C TIC AL STEPS TO 
CURTAIL THE TRADE. WE CANNOT RELEG AT E THE PR OBLEM TO 
THE INTERNATIONAL COMMUNI T Y WHICH TO DATE HAS NO EFFECTIVE 
MECHA NISM TO TREAT THE ISSUE EFFECTI VEL Y IN ALL ITS 
ASPEC TS. 

COMME NT 

14. (C) DEPUTY SECRETARY WHITEHE AD'S VI S I T H,\ S HAD AN 
EXTREMELY F l, VORABL E IMP ACT ON BOLIVI A'S POLI T IC /, L 
LE ADERSHIP, BOTH lviNR A hl □ AON , AS WE L L AS ON , HE T ONE 
AND SUBSTANCE OF OUR BILATERAL REL ATIONSHIP OVERAL L . 
THE STRIKING UNANIMITY OF BOLIVIAN VIEWS -- I N ANO 
OUTSIDE THE GOVERNMENT, PRIVATE SECTOR ANO POLITICA N 
REGISTERS ESPECI ALLY AS POTENTIALLY USEF UL TO US . AL L 
OUR BOLIVIAN INTERLOCUTORS HAD DONE THEI R HOMEWORK 
ANO PREPARED CAREFULLY FOR THEIR TIME WITH THE DEPSEC. 
THEIR APPARE NT CONVERGENCE ON BOLIVI A'S PROBLEMS AND 
POSSIBLE SOLUTIONS OFFERS US THE MATER I AL TO BUILD A 
FUNCTIONA L POLITICAL CONSENSUS, TO REINFORCE THE "PACT 
FOR DE~.~OCRACY," TO STRENG T HEN COh~MITMENT TOW ARD 
ECONOMIC RENEWAL AND TO PUSH AHE AD ON NAR COTICS . 
THE DEPSEC' S RESPONSES REINFORCED THIS CONS E NSUS AND 
OUR ABI L ITY TO US E IT ADVANT AG EOUSLY TO MAK E PROGRESS 
ON THESE ISSUES OF CENTRAL CO NCERN TO U.S. NATION AL 
INTERESTS. 

ROWE LL 
BT 
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HUENOS AIRES FOR DEPSEC WHITEHEAD AND DAS GELBARD 

E,O. 12356: DECL:OADR 

JAGS: OVIP (WHI TEHEAD, JOHN C. l, BL, IMF, EF 111 , PET , 

PGOV 
SU BJECT: I MF STAND -B Y THREP.TENED BY DISPUTE OVER 

HYDROCARBONS PR I CE I fl CRE ASE 

SUMMARY 

L IC) ACCO RDING TO IMF REP (PROTECT) PRESIDEIH VICTOR 

PAZ ESTENSSORO HAS RE JECTED IN THE IMF DRAFT LETTER 

OF IN TE NT THE CONDITION THAT THE BOLIV IAN GOVERNMENT 

AGRE E TO RAISE COMPOSITE HYDROCARBONS PRICE FROM 

23. 5 CENTS PER LITER TO 28 CENTS PER l I TER BY JUNE 1. 
PAZ DOES NOT ACCEPT THE IHF'.S IMPOSITION OF THE 

llM ING OF THE HYDROCARBONS PRICE INCREASE. OTHER 

ASPE CTS OF THE DRAFT LETTER \/ERE ACCEPTED AND ARE 

IN THE VERSION THAl WAS SIGNED MAY 22. 

2. (Cl MINISTERS OF PL ANNING AIW FINANCE WILL 

lRAVEL TO WASHINGTON TO PRESS BOLIVIA'S CASE THAT 

PRICE INCREASE BE PERMITTED AFTER SIGNING OF STAN D-BY. 

IMF MID-LEVEL STAF FERS AR E UNLIKELY TO BE RECEPTIVE 

10 BOLI VIA'S PROPOSAL. ANY FURTHER DELAYS IN SI GNING 

IMF STAND-BY COULD BE A MORT AL BLOW TO THE ECO /l OMIC 

STAB I l I ZAl I ON PROGRAM, 

3. (Cl LATEST I NF ORMATION I NDICATES THAl THERE IS 

A SOFTElllNG OF THE POS ITI Cl!S ON B01H SI DES \/H IGH 

COULD LEllD TO A C0l1PROl11 SE AGR EEt1EliT (PARAGRAPH 12), 

mo SUl111ARY' 

IMF STAND-BY IN JEOPARDY 

4. [Cl Oil MAY 22 ECOi/ OFFICER LEARllEO FROM THE 

lf1f REP THAT A MAJOR BREAKDOWN HAD OC CURR ED IN 

EF FORTS TO SECURE A T IIIELY 111F STP.t/0-BY AGR EEMENT 

FOR BOLIVIA, AFTER I NTENS IVE, OFTEN HEATED, NEGOTIAT IONS 

BE TIJEEN NllllSTER OF PLAIINING GONZALO SAIICHE Z DE LOZADA 

Al<D 111 NISTER OF FI/IAUCE JUAN CARI AGA 11 1TH THE LOCAL IMF 

REP, THE BOL I VIAIIS AGREED TO SIGl·I THE DRAFT LETTER 

OF lllTE NT. THE TWO MINISTERS RELUCTANTLY SIGNED 

THt LETTER WITH THE LATEST IMF STIPULAT ION THAT THE 

BOLIV I AN GOVERllMEIIT INCR EAS E THE COMPOSITE HYDROCARBONS 

PR ICE FROM WHl',T I MF CLAIMS I, A CURREN·T PRICE OF 

23.5 CENTS PER L I TER TO 28 CENTS PER LITER BY JUllE I . 

PRESIDENT PAZ REJECTS l ATEST IMF CONDITIONS 

5. (Cl SOU RCE CLAI MS TH AT LATE IN THE EVElllllG OF 

MAY 21 , SAl1CH EZ DE LOZADA AND CARIAGA PF.ESEIHED THE 

SI GN ED DRAFT LETTER OF INTE NT TO PRE SIDENT VICTOR 

PA Z ESTENSSORO FOR APPRO VAL, PAZ ANGRI LY REJEC TED 

THE LATE ST IMF COIIDITIOII AND ADMON IS HED THE MINISTERS 

TH AT THE I 11F COULD llOT IMPOSE ON BOLI VI A THE EXAC T 

TIMING OF HYDROCARBONS PRIC E INCRE ASES, HE RAILED 

AG .~ lNST THE IMF, STAT IIIG lHAT BOLI VI A HAD MET ALL 

ELEMENT S OF THE IMF' S PROPOSALS SO FAR, BUT THAT 

THIS LAS T CONDITION WAS All 111POSITION AND INTRUSION 

II THE IHTERNAL AFFAIRS Of A SOVERE IGN ST ATE. 

f1l!I I STERS TO PRESS BOL IV I Atl CASE IN Ii Sttl NGTON 

6. IC) PAZ OROERED HIS TWO MINISTERS TO GO TO 
WASHI IGlOU TO PRESS IMF OFFI CI ALS TO P£R/11T BOLI VIA 

TO 1/ICREASE HYDROCARBOIIS PR ICES AFTER THE IMF 

STAN D-BY IS I N PLACE. PAZ SUGGESTE D TH AT A POSS IBLE 

TI ME fRA11E FOR A HYDROCARBONS PRICE lllCREASE WOU LD 

BE EARLY JULY. 

THE lMF VIEW 

BT 
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TAGS: OVIP (WHITEH EAD , JOHN C,), BL, IMF, EFIN, PET, 

PGOV 
SUBJECT: IMF STAND-BY THREATENED BY DI SPUTE OVER 

7. IC) SOURCE SAID THAT THE IMF TECHtllCAL ST AFF 

THAT HAD CONDUCTED NEGOTIATIONS WITH THE BOLIVIANS 

IN MAR CH WOULD IIOT BE INCL lllED TO GI VE IN TO 

PRESIDEIIT PAZ'S DEMAND. THE IMF STAFF VIEW IS THAT 

THEY HAVE ALREADY "CAVED" ON TWO CRITICAL PORTIONS 

OF THE APRIL MEMOR ANDUM OF UNDERS TANDING : (A) THE 
STAFF HAS AGREED TO IIICREASE THE LIMIT ON CENTRAL 

BANK NET RESERVE DRA\.1-DO\./NS FROM 28 HILL ION DOLLARS 

TO 51. 4 MILLION ; (BJ AND THEY AGREED TO INCREASE 

ALLOWABLE FISCAL DEFICIT TA~GEJ FROM 5.B PERCENT 

OF GDP TO 6. 4 PERCENT. 

HYDROCAR BONS PRICE INCREASE NEEDED 

8. ~) ACCORDING TO SOURCE, IMF STAF F \./AS ABLE TO 

SELL AMENDED VERSION TO THE IHf'S HAIIAG ING D1RECTORS, 
BASED 011 THE CLEAR STI PULATION THAT HYDROCARBONS 

PRICE INCRE ASES WOULD BE A PRE-CON-DITION TO A 

STAND-BY. IMF FIN AN CI AL NUMBERS INDICATE THAT 
BOLIVIA ' S SHORT -TE RM IN TERNAL ARP.EARS i,LOATING DEBT! 

HAVE INCREASED · FROfl ROUGHL Y NINE MILlll'l ll DOLL ARS TO 

18 MILL ION DOLLARS DURWG THE PAS T TWO NOtllKS. TH l,S 

:; JTUATIOt! H~S Al filll l - lWFLATION ARY 1/1PACT DllE TO HH: 
BOLIVIAN GO\IER NME IIT'S FAIL URE TO tl£ET PA.Y MEIIT-S TO 
GO VERNl1EIIT SUPPLIERS AS \./ELL AS DELAYS Ill PAYl1[NT 
OF \./AGES OF PUBLIC E11PLOY[ES . THIS 110UIITI I-IG DEBT, 

HO\./E VER, SU&G ESTS TO THE IMF STAFF TH AT I MMEDIATE 

REVE NUE MEASURES MU ST BE TAKEN 110~ AU D AOT AFT ER 

PROGR A11nED PUBL I C SEC TOR WAGE I IICR[ASES. 

SECR ET ADDENDUM 

9 . IC! SOURCE ALSO CL All!EO TH AT IN A \!R ITTE II SEC RET 
AOOEN DUl1 THE BOL 1 \I I AU GOVERNMENT HAD µ, GREED TO 
I NCREA'.:iE HVOROCA BO»S PRICES BEFORE THE SHIIO-BY 

IS APPROV ED. THI S SECRET ADOENDUtl \./AS TQ, EE AP PLIED 

IN THE E\IENl THE 11.EW TAX lEGI SLATION IS 1101 GE IIERATIIIG 

REVEIIUE BY lHE DATE OF SI CilJ IIIG OF iHE DR AFT LETTER 
OF I NTENi. 

!HF L IKEL Y TO REJECT BOL I VIAI-I PROPOS AL 

10. (Cl SOURCE 1/ARIIED TH AT IF THE TWO tllll lS TER S FAIL 
TO MAKE A COGENT TECHl,!CAL PRESEtflATION, 11:C LUDIIIG 

SOLID DATA ON THE DEFICIT, THE IMF ST AFF ARD BOARD 

Will RE JECT THEIR DE MAHO S. THI S COULD RESULT IN A 
POSSIBLE RETURH TO LA PAZ OF A IIEW IMF TECHNICAL 

MI SS ION, WHICH COULD DELAY A STANO-BY TO AS LAT E 
AS MI 0-JUL Y. 

PRESSURE MUST BE APPLIED AT TH E TOP 

11. (C! SOURCE SUGGEST ED THAT POSSI BL Y 1HE OWLY WAY 

TO GET THE IMF TO SHI FT ITS POSITION WOUL D RE TO GET 
U. S. AND EEC II ATIOI/ S TO APPL Y MAXIMUM PRESSUR E ON 

TOP I MF HIERARCH Y. 

RI GI D POSITIOIIS MAY BE. SOFTENING 

12. (C) ow THE tlORII III or MA Y 23, 1Hf SOURCE CAL LED 

TO SAY THAT THE POSITIONS ON BOTH SIDES SEEfl TO BE 

BT 
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DIA FOR IR BRANCH; USCINCSO ALSO FOR POLAD 

BUENOS AIRES FOR DEP SEC WHITEHEAD AIID DAS GELBARO 

E. 0. 1235 6: DECL: OADR 

TAGS: OVIP 11/HITEHEAD, JOHN C. I, BL, IMF, EFIN, PET , 

PGOV 
SUBJECT: I MF ST AN D- BY THRE ATENED BY BISPUTE OVER 

SOFTENING BUT PROVIDED NO DETAILS. EMBASSY SUSPECTS 

THAT A COMPROM I SE 111GHT CON SIST OF A MI NOR I NCREASE 

IN HYDROC ARBONS PR I CES IN EARL Y JUNE FOLLOWED BY AN 

AD DI T/ Ofl AL 1/IC REASE IN JULY O!ICE THE STAND-B Y I S IN 

PLACE . 

POL IT ICAL REACTION TO IMF DELAY 

13. (C l BOL I VIAN S OF Al l POL ITICAL STR IPE AR E 

CONFUSED AN D DI St\A YED AT \,/HAT APPEARS ON THE SURFACE 
TO BE THE IMF' S IMPOSI TI ON OF EX-POST-F ACTO CONDITIONS 

FOR APPROVAL AND DISBURSAL OF THE STAf,10- BY. ON MAY 22 

THE AMBAS SADOR, POLCOUN S AND ECON OFFICER WERE 
REPEA TE DLY QUES TI ONED ON THE IMF'S FAILURE TO RESPOND 

PROMPTL Y TO BOL IVI A'S NEEDS NOW THAT THE TA X RE FORM 

HAS BEEN SIGNED INTO LA~ POLI TI CI ANS AND HIGH 

GOVERNMENT OFFICIALS REPRESEN TING THE RULING MNR, 

THE OPPOSI TI ON AON AND THE CENTER -LEFT HI R, AL ONG 

WI TH HI GH RANK / HG MILITARY OFFICERS ANO KE Y PRIV ATE 

SECTOR REPR ESENTAT I VE S, All EXP RE SSED THEIR DI S/1AY 

AT THE !FM ' S " DELA Y" . THEY STRESS ED THA T BOLIVIA HAS 

BEE N MOR E COOPERAT I VE 111T H THE FUND ' S DEMANDS THAN 

ANY OTHER COUIH RY , AND TH AT ANY MORE DEL AV COU LD 

BE FATAL TO THE GOUER MMEHT ' S SUR VIVAL . THE MIR'S 

I NTERllAT IOIIAL SECRET AR Y SA ID THE ULTR A-L EFT LEADER SH' IP '' 
OF BOl I \I I A' S LAB OR CE NlRl\l (THE COG) I ~ l A~ l flG 

AD VANTAGE OF TH E I MF'S " SL OW" RESP ONSE TO ~!HI P UP· 

LABOR AG I TATION TO THROW OUT THE GOVER NMEN T. 

14 . (U) MAY 23 1/EWS PAF'ER S REPORT COB CHARG ES THAT 

THE T~X REFORl1 I S / Kf-CRAFT ED SUP POR T FOR BUS INESS 

AND THE RI CH, THAT TH E DE/10CR1\T IC PAR TI ES l l ED TO THE 
PE OPLE \/H EIi TH EY SAID T/\ X REFORM ~OULD 0R IIIG A STAND - BY 

AND THA T WORK ER S SHOULD IIOT OBE Y TH E TA X LA~. 

15 . (U) MA Y 23 1/EWS PAPER S ~.LSD CARR Y A STHEMEflT 

BY FORE /Gfl 11 1NI STER BE DREGAL TH.~T TH E 11·1, BOARD OF 

DI RECTORS HAS POST POUED COII SIOERAl/ ON OF THE 

BOL I VIAN PROG RAM FOR THR E& \,/[EliS UIIT/l JUME 4. 

HE ADDEO " WE ARE COtlV ll·IC EO THAT THE PROBL E/'I WILL 
6E RESOL , ED COl-iVE II I EIITLY ". BEDRE~AL ALSO IIIDI CAl ED 

TH AT THE PL AHII IUG Ml/I / STE R \,/I LL TAK E AOVAHTAGE OF 

HIS PRE S£N CE IN \/ASH I NG T 011 TO CONTAC T 1/0RL D BAN/I 
AN O IDB REPR ESEIIT ATI VES. 

16. !C) IN A Sl/1PL IS TIC WAY MANY EXPECTE D THE 
F IIIANCI Al AI D FAUCET TO OPE N I MMED I ATEL Y AF TER CONGRE SS 

AP PR OVED THE TAX LEGI SLATION. BOLIV I ANS ARE ANGRY 
AT BOTH THE I MF AIID THEIR 0\,/ /1 GOVERNMEIIT. S011E HAVE 

ACC US ED THE AO M/NISTRAT / 011 OF SETT ING UP All ART IFIC IAL 

OEADL l t,E OF MA Y 20 ltl ORDER 10 RAILROAD THE TAX 

ME ASURE THROUGH CONGRE SS 1/I THOUT ADEQUATE DEBATE. 
THE ULTRA -LE FT MI i/i -PA RT i ES, WHICH OPPOSED THE TAX 

BI LL LARGEL Y ON DEM AG OGIC GROUND S, NOW HAVE ADO / TIO/Ml 

AMl1UNITI ON 111TH 1/HI CH 10 ATT ACK THE GO VER NtiENT. 

BOT H lH E 111F AND THE PAZ GOVER NMEIIT t/US T ACT lttNED I ATElY 

TO Cl i\RIF Y TH E SI TUA110N, PU l DOUB TS TC} REST AND 
RESCUE THEIR CRED IB IL IT Y. THE LACK Of fil<RD llffORMAT IGll 
ON TH[ STAt:0 -B Y SI TU ATI ON, IN AN EllV/ RO?IKEHi THAT 

THRIVES ON GOSSIP AND SP ECUL ATION, CAN BE EXTRE MELY 

DAl1AGltK 

(DR AFTED ECON: HLL OREIIS AND POL : \ilOFS TROttl ROI/Ell 

BT 
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- ~ \ 3. Whitehead in Bolivia. John came away impressed with this 
o.:J nation which supports our objectives but lacks essential 

I 
~ resources. President Victor Paz' economic reform program is a 

..l) model for Third World debtors. Inflation has dropped from 25,000 
::r- percent to zero. Paz's next challenge, narcotics, will be more 

~~~ difficu~t to tackle. Illicit ~rug ~xports bring Bolivia two t~ l \\~ ~ three times more revenue than its tin and gas exports. Local 
/\~V1 ~ authorities have good intentions but few tools to combat the 
0 «"1--- immense problem. John concludes that an adequate response will 

require regional planning and up to $1 billion in assistance. ~ 

~...,,;;-,_....,...,
0 tFU:D 
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~ECTION 01 OF 03 LA PAZ 04606 

E.O. 12356: DECL: OADR 
TAGS: PREL , SNAR, Bl 
SUBJECT: '.c T-,CR · FOR SECR ETARY SHULTZ FROM BOLIV IAN 

FOREIGN MINISTER BEDREGAL ON NARCOTICS CONTROL 

REF: LA Pnt:.,;1·,.1,·=INOTALI 

1. (Cl THHIE FOLLO\.fS IN PARA. 3 INFORMAL EMBASSY TRANS­
LATION OF A LETTER DATED MAY 27, 1986, (RECE IVED MAY 281 
TO SECRETAlri ~;;JL Tl FROM FOREIGN MINIS TER GU ILLERMO 
l(BEOREGALII -GliTIERREZ . THE ORIGINAL IS BEING POUC HED 

TO ARA /A NO. 

2. (Cl THE FORE IGN MINI STER 'S LETTER SU l"IM AR IZES IN 
DETAI L HIS ANO INTER IOR MINIS TER BARTHELEMY 'S MAY 21 
CONVERSATION l.flTH DEPUTY SECRETARY \.fHITEHEAD ON THE 
NARCOTICS PR OBLEM (REFTEU. THE MINI ST ER'S LETTER 
ACKNOWLEDGES THAT NARCOTICS CONTROL EFFOR TS TO DATE HAVE 
NOT PRODUCED SATISFACTORY RES UL TS. IT POIN TS OUT THAT 
THE RESOURCE S AVAILABLE TO THE BOLIVIAN POL ICE ARE 
INAD EQUATE . MINI ST ER BEDREGAL REAFFIRMS THE NEED TO 
ORGANIZE A BILATERAL TASK FORCE TO DEVISE A NEW STRATEGY 
TO DEAL WITH THE NARCOT ICS PROB LEM, AND SUBMI TS A 
SHOPPING LIST Of EQUIP MEN T AND OTHER RESOURCES URGENTLY 
NEEDED BY THE GOVER NMENT TO CONFRONT TRAFFICKING DURING 
THE TRANSITION PERIOD PRIOR TO THE IMPLEMENTA TION OF 
THI S NEW STR ATE GY. WOTE : IN THI S CONTEXT , WE HAVE 
LEA RN ED THAT A SENIOR COLOMBIAN PO LI CE OFFICIAL WILL BE 
COMING TO LA PAZ LATER THIS WEEK TO TALK \.f lTH BOLIVIAN 
POLICE OFFICIALS ON DEV IS ING A GENERAL INTERD ICT ION 
STRATEGY .I THE LETTER REAFF IRMS IN ENERGETIC TERMS THE 
PAZ ESTEN SS ORO GOVERNMENT'S DECI SION TO ATT ACK NARCOTICS 
TRAFFICKING WITH THE SAME ZEAL USED EARLIER IN DEALING 
WITH HYPER-I NFL ATION AND REQUESTS THE "DEC ISIVE 
COOPERATION" OF THE US G IN THIS '.l sK. FINALLY, IT 

OUTLINES A PROPOSED LE GISLATIVE IN ITI ATI VE. 

3. (U) BEGIN TE XT OF BEDRE GAL' S LETTER OF MAY 27, 1986: 

MR . SECRETARY OF STATE: 

THE VISIT TO BOL IVI A or MR. JOHN WH ITEH EAD, DEPUTY TO 
YOUR EXCELLENCY, HAS HAD ENORMOUS MEANIIIG FOR OUR 
B !L ATERAL RELATIONS , 

IN EFFECT, ON MAY 2 1 WE HELD WITH HIM AN IMP ORTANT 
11EETING IN MY OFFICE Iii WHICH THE BOLIVIAN MllllSTER OF 
INTER I OR TOOK PART. 

IN AODITION TO DI SCU SSI NG OTHER SUBJEC TS Of COMMO N 
INTEREST AND WITH MORE PARTIC IP AN TS, THE MEET ING WAS 
DEDICA TED TO A SINCER E AND FRANK AN ALYSIS OF THE WORLD­
UIDE PROBLEM OF NARCOTICS TRAFF ICKING. BOTH THE 
MIN IST ER Of INTERIOR AND THE MINISTER OF FORE IGN AFFA IRS 
OF BOLIVIA EXP RESSED TO MR. \.fHI TEHEAD POINTS THAT I WI SH 
TO SUMMARIZE BRIEFLY . 

A. THE HISTORICAL BOTTOM LINE OF THE FIG HT AGAINST 
THIS INTERNATIO NAL CR IME -- IN SO FAR AS THE ACTIONS 
TAKEN IN BOLIVIA WITH THE COOPERATION Of THE UN ITED 
STATE S AR E COIICERNEO -- IS NOT SA TISF ACTOR Y. THERE IS 
AN OBVIOUS WEAKNESS IN POL I CE RESOURCES (SURFACE ANO 
AIR EQUIPMENT, ARMS, ErFECTIVE SUPPORT FOR INTELLIGENCE 
TASKS, ETC.I IN CONTRAST TO THE MAGN ITU DE AN O TH E 
POTENTIALITY OF THE RESOUR CE S AT THE DISP OSA L OF SAI D 
ORGAN I ZED CR I ME. 

B. IT \.fAS NOTED TH AT THE GOVERN ME NT OF BOLIVIA 
VIEWED WITH SER IOUS CO NC ERN THE INCREASE OF THIS ILLEGAL 
ACTIVITY, PARTICULARLY DUE TO THE EXPANSIOII Of COCA 
FIELDS, l.f HICH IS CAUSE D BY AN UIJSP.TISFIED MIO GROIWIG 
DEMAND FROM THE MANUFAC TURERS Of COCA IN E HYDROCLORIOE. 
THIS MEANS THERE IS A SIN ISTER RELATION SHIP BETWEEN THE 
INCREAS E IN COCA PU RC HASES AND THE EXPAIIS ION OF FACTORIES 
FOR THE ALKALOID ON ONE HAND , AND THE EXPANS ION OF 
CULTIVATION. 

C. THE CONTROL AC TIV IT IES CARRIED OUT BY THE POL ICE 
WITH THE TECHNICAL AN D EC ONOMIC SUP PORT OF THE UNITED 
STATE S AR E THE CR ITIC AL POINT IN THIS STR UGGLE. HO\.fEVER, 
BT 
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&.,.,.ti 61 BE 11 T I ~..1.-SECTION 02 OF 03 LA PAZ 04606 

E. 0. 12356: OECL: OADR 

TAGS: PREL, SNAR, BL 
SU BJECT: LETTER FOR SECR ETARY SHULTZ FROM BOLI VIAN 

THE RESOURCES THAT THE GOVERNMENT OF BOLIVIA NEEDS FOR 
THIS TA SK AR E CONSIDERABLE WHEN CO/lTR AS TED TO THE 
LIM I TED FUNDS OF THE TREASUR Y. DUE TO THE CURR ENT AN TI -

INFLATIOMARY PER I OD OF ECONOMIC RECESSION THERE IS 
HARDL Y ENOUGH TO COVER STATE EXPENSES, MORE TH AT 
BB PERCENT OF WHICH GO TO THE PAYMENTS FOR SALARIES 
AND \./AG ES OF GOV ERNMENT EMPLOYEES . THE LEVEL OF SALARIES 
IN MY COUNTRY IS ONE OF THE LOWEST IN THE WORLD, PRECISELY 
BECAUSE OF THE HYPE R-I NF LATION . THIS HAS PREC LUDED All 

POSSIBILITIES OF I NTERNAL SAVINGS. 

D. THE VO LUME OF ECONOMIC RESOURC ES IS, THER EF ORE , 
ABSOLUTELY IN SUFFIC I ENT . PR OGRAMS ARE NOT COORDINATED 
IN THE FRAMEWORK OF A GLOBAL STRA TEG Y, IN SP ITE OF THE 
FACT THAT THI S WAS PROPOSE D TO THE AMERICAN GO VERNMENT 

IN 19 82 . MR. WHITEHEAD AG REED \./ 1 TH US ON THE NEED TO 
UPDATE THIS GLOBAL PROGRAM, AND JO INTLY, TO ORGANIZE 
AN EXECU TI VE TASK FORCE WITH SPEC I AL I STS FRO M BO TH 
NAT IONS IN ORDER TO READJUST AND I MP ROVE THE ABOVE 

MENTION ED PROGR AM. 

E. \./E ALSO AGREED THAT THI S WORK I NG COMMITTEE SHOULD 

FINISH ITS WORK IN THE SHOR TEST POSS I BLE TI ME AND UPDATE 
EXISTING AGREEMENTS BY MEANS OF NECESSARY AD DITIONS, SO 
AS TO GUARANTEE TH E TRANS ITI ON BET WE EN THE CURRENT WORKING 
GROUP, WHICH IS COIISIDERED IN ADEQUATE, AND TH E NE\./ 

STRATEGY THAT WE ARE TO AGREE UPON JO INTLY. DURING 

THIS PERIOD OF TRANSITION, THE GOVERNMENT OF BOL IV I A 
NEEDS URGENTLY THE EQUIPMENT AND FUNDS LISTED IN DETAI L 

BELO\/: 

THREE LAM A-TY PE HELICOPTERS, WIT H A FLIG HT 

CAPABILITY ABOVE THE ALT I TUDE OF THE AND EAN 

RANGE. 

AI RCRAFT FOR TRAllSPORTAT I ON OF PER SONNEL AIID 
MATERIAL. 

AUTOMATI C ARM S AIID THE NECESSARY AMMUNITIOII IN 
ORD ER TO IMPROVE THE FIRING POWER OF 1,5GB 
POL ICEMEN . 

FOODSTUFFS ANO LOGI ST IC EQUIPMENT FOR POLICE 
CAMPS IN THE OPERAT ION ZONES. 

REVO LVING FUND OF ONE MILLION DOLS TO COVER 

I NFDRMANT EXPENSES, AS AN ESSENT I Al PART OF 
I NTELLIGENCE \/ORK FOR ESTABLISHING A REPRESSION 
SYS TEM AT THE LEVEL OF THE ALC ALOID FACTOR IE S. 

F. WE HA VE AG REED, SINCE THI S I S A CRIMINAL MATT ER 
OF EXTREME LY GR AVE ETHICAL, BIOLOG I CAL AND SO CIAL 
CONSEQUENCES, THAT TH IS PROBLEM INVOLVES NOT ONLY THE 
I NTE RESTS OF OUR COUNTRIES, BUT ALSO THE PEOPLE S OF 
THE WHOLE INTERNATIONAL COMMUNITY A/JD, PARTICUL AR LY, THE 
11/DUSTR I AL IZED NAT IONS OF EUROPE , \./HERE THE INCREASE OF 
THIS VICE IS EMPHASI ZED . IN THE AREA OF COCA PRODUCTION, 

WE HAVE ALSO COINCIDED ON THE NEED TO COORDINAT E EFFORTS 
Al/0 EXCHANG E EXPERIENCES WITH OTHER COUNTRIES (PER U, 

ECUADOR, CO LOMBIA, VENEZUELA, BRAZ IL, ETC . ) . 

AS YO U ARE AWA RE, BOLIVIA HAS PARTICIPATED 
EIITH USIAST ICALL Y /fl THE FOLLOWI NG 11/TERNATIDI/Al AGREE­

MENTS RELATED TO THIS MATTER : 

BT 

SI NG LE CONVENTION ON NARCOT I CS IN 1961 AND 
ADD I TION AL PROTOCOL OF 1972. 

DECL ARA TION OF QUITO, SIGN ED ON AUGUST 11, 1984, 

BY THE PRES IDENT S OF BOLI VIA, COLOMBIA, EC UADOR, 
VENEZUELA, A REPRESENTATIVE OF THE PRESIDEIH OF 

PERU AN D THE VICE PRESIDE NT OF PANA MA. 

THE DECL AR ATION OF NEW YORK AGAINST TRAFFICKING 
AND I LLEGAL USE OF DRUGS, SI GN ED IN NE\./ YORK ON 
OCTOBER 1, 1984, BY THE MINISTERS OF FOREIGN AFF AIRS 
OF BOLIVIA, BR AZ IL, COLOMB IA, ECUADOR, PERU , 

'' 
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~e IQ f I D E II T I AL ~ECTION 03 OF 03 LA PAZ 04606 

E. 0. 123 56 : DECL: OADR 
TAGS: PREL, SNAR, BL 
SU BJECT : LETTER FOR SECRETARY SHULTZ FRO M BOLI VIAN 

VENEZUELA, AND THE SECRE TARY FOR INTERNATIONAL 

RELATIONS OF ARGENTINA. 

THE "RODRIGO LARA BONILLA" AGRE EMENT FOR THE 
PRE VHITION OF THE ILLIC I T USE OF DRUGS AND THE 
REPRE SSION OF THE TRA FFICKING OF DRUGS AND 
PSYCHO TROPIC SUBSTANCES, SIGNED IN L IMA ON APR IL 
30, 1986, BY THE 11EMBER COUNTRIES OF THE CARTAGENA 

ACCORD. 

G. WITH THE PURPOSE OF ESTABLI SH ING THE LE GAL 
NATUR E OF THE CRIME OF NARCO TIC S TRAFFICKI NG, MY 

GOVERNMENT HAS DECIDED TO SEND TO THE NATIONAL CONGRESS 
A DRA FT LAW \/HI GH CLE ARLY DEFINES TH E CHARACTERISTICS 

OF THI S CRIME 11 1TH THE PU RPOSE OF DEFINING PROPER 
PENALTIE S IN AREAS IN \./HIGH LEGI SLATIOli OF THIS KIND 
SHOU LD DEAL WLANTATIONS, CONTROL, REPRESS ION, 
INTELLI GEN CE, TYPES OF GRIME, PREVENTION AND TREATMENT · 

OF THE ADD I CT) . 

FI NALL Y, MR. SECRETARY, WE WISH TO RATIFY THE 
POLITICAL \./I LL OF DR. PAZ ESTENSSORO'S GOVERNMENT TO 
SUPP ORT DECISIVELY THIS NEU STRAT EG Y OF FRONTAL STRUGG LE 
AGA INST NAR COTIC S TRAFFICKING, REQUESTING FROM YOUR 
EXCELLENCY' S GOVERNMENT ITS FIRM COOPERATION IN THE 

AREAS OF TECHNIC AL, OPERATIONAL, F INANCIAL AN D INTER­

NATIONAL PUBL IC RELATI ONS IN ORDER TO ACHI EVE AN 
EFFECTIVE SOL UT I ON TO A SERIOUS MA TT ER HAVING SU CH 

TRANSCENDENCE AND IMFORTANCE FOR OUR COUNTRIES. 

IN THIS SE NSE, I ALSO WI SH TO UNDERSCORE THAT IN 
THE SAME \/AV TH AT \IE COIIFRONTED THE CAIJCER OF HYPER-
1 NFLAT I ON BY MEANS OF AN ANTI-HYPER-INFLATIONARY SHOCK 

PROGRAM, \.IE ARE COIIVlllCEO THAT THE STRUGGLE AGAI NST THIS 

CRIME MU ST ALSO BE CARRIED OUT THROU GH AN EXECUTIVE, 
IMMEDIATE, AND GLOBAL PROGR AM. SUC H AN EFFORT IN EVITABLY 
REQUIRES ALSO THE POLITICAL WILL OF YOUR EXCELLENCY'S 
GOVERNMEN T THROUGH THE PROVISION OF FI NANCIAL , MATERIAL 
ANO TECHN ICAL RE SOUR CES THAT, REGRETTABLY, THE GO VERNMENT 
OF BOL I VIA DOES NOT HAVE IN~HE DE SIRE D MAGNI TUDE. 

I TAKE THI S OPPOR TUNITY TO RENEW TO YOUR EXCELLENCY, 
THE ASSURANC ES OF MY HIGHEST REGARD. 

END TEXT OF BEDREGAL LETTER. 

(DRAFTED BY: POL: \/LOFSTROl1) ROI/ELL 
BT 
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AMEMBASSY CAR ACAS 5582 

AMEMBA SSY LIMA 3353 
AME 11BASSY L ONO ON 07 3 8 

AMEMB ASSY MADR ID 0617 
AMEMBAS SY PARIS 0896 
AMEMBASSY QUITO 4962 
AM El1BASSY ROME 0698 
AME l1BASSY VIENNA 0239 
USM I SSION USUN NEW YORK 38 54 
USCINCSO QUARRY HEIGHTS PN//POLAO// 

-Ei 8 II r rD E Hf I A lo SECTION 01 OF 04 LA PAZ 05043 

BRUSSE LS ALSO FOR US EC 
WHITEH OUSE FOR OR . TURNER AND NSC -TILLM AN 
RO ME FOR VATICAN 
VI ENNA FOR UNV IE 

E. 0. 12356: OECL: OADR 
TAGS: SNAR, BL, FR, IT, GE, UK, UNFO AC, VT 
SU BJECT : WESTERN Ml SS ION S DEMAND BOLIVIAN AC T I ON AGA IN ST 

COCA NOW 

REF: LA PAZ 0838 LA PAZ 1466 

SUMMARY 

I. IC) THE FRENCH ANO IT AL IAN AMBASSADORS, THE PAPAL 
NUNC IO, THE UNFDAC REP AND OFFICERS FROM THE U.S . , U.K . 
AND FRG EMBASS I ES MA DE A JOINT TWO - HOUR DEM ARCH E ON IN­

TERI OR MINI STE R BARTHELEMY JUNE 9 ANO DEMANDED THAT THE 

BOLIVIAN GOVERNMEN T AC T IM MED I ATEL Y TO MAKE EXCESS COCA 
PRODUCTI ON I LL EGAL. THE ITAL IAN LI NKED FUTURE AID TO 
BOLIVIAN ACTION ON COCA. THE DIPLOMATS AL SO PRAISED THE 
BOLIV I AN GOVERNMENT 'S RECENT NARCOTICS AWARENESS INI TI A· 

TIVE S AND SAID THEY SH OULD BE PRESSED. IN A FOL(OW-UP 

MEETING JUN E 10 WITH THE U.S. NARCOTICS ADVISORY UNIT 
INAU) CH I EF, BARTHELEMY SEEMED SHAKEN BY THE JUNE 9 

SESS ION AND FOR THE FIRST TIME TALKED SE RIOUSLY OF 

CSN: HCE229 QUICK ACTION TO DEFINE THE AREAS WHERE COCA GROWING IS 
IWN-TRAOITI ONAL AN O THEREFORE ILLE GAL . UIWER-SECRETARY 
FOR JUSTICE CARLOS IIVARGAS) l ROMERO, A GOOD CHOICE, 
WI LL TAKE THE LEAD . 

2. IC) IN SUBS EQU ENT CONVERSATIONS WITH OUR AMBASSAD OR, 
THE WEST EUROPEAN S MAD E THE FO LLOW ING POINTS: 

THE LEGAL BASIS MUST BE ESTABLISHED IMMEDIATELY FOR 

SU BSTAN TI AL COCA ERADICATION. 

THE BOLIVIAN GOVERNMENT CAN AND MU ST DO MUCH TO FIGHT 
THE COC A/COCA INE PROB LEM ON I TS OWN. THE DEMARCHE 
EMPH AS I ZED ACTIONS THAT REQUIRE NO SIGNIFICANT 
RE SOURCES. THAT SAI D, EXTERNAL HELP ALSO I/Ill BE 
NECESSARY . 

THE INTER IOR MINISTER I S RIGHTLY CONCERIIED THAT 
ACT I ON AGAI NST CAMPE SI NO COCA GROWERS , WH OSE NUtlBERS 
ARE SWE LL ING FROM MAS SIVE UNEMPLOYMENT IN THE MINERALS 

INDU STRY, WILL DR I VE MANY PEAS ANTS TO JOIN OR COOPER­
ATE WITH TRAFFICl(ERS IN THE DEV ELOPttE NT OF PARAM ILI­

TARY FORCES THAT COULD CHALL ENGE THE GOVERNMENT . 

3. (Cl THE NUNCIO'S PARTICIPAT ION \./AS ESPEC IALL Y HELPFUL 
AND SIGNI FI CAN T. BOLIVIAN AUTHORITIES RESPECT THE POWER 
OF TH E CHURCH AND CREDIT IT WITH BEING POLITICALLY 
DI SINTERE STED IUNL I KE FOREIGN GOVERNMENTS), END SUMMARY. 

\ 

THE MEETING 

4. rel THE U.S. - IN SPIRE D INFORMAL COORDINATING GROUP ON 

NARC OT I CS, COMPO SED OF SEN I OR REPRESENTATIVES OF EMBASSIES 
IN LA PAZ AND CHURCH LEADERS, MET WITH IHTERIOR MINISTER 
FERNANDO BARTHELEMY ON JUNE 9, 1986. THE MEETING \/AS 

SCHEDULED FOR ONE HOUR, BUT LASTED OVER 1\,/0. 

5. (LOU) PARTI CIPANT S WERE: 

BT 

FER NANDO BARTHELEMY, MINISTER OF INTERIOR 
MSG SANTOS ABRIL Y CASTELLO, PAPAL NUNCIO 
LUCHINO CORTESE, AMBA SSAD OR OF ITALY 
JOHN CLOT GUI SS ET , AMBASSADOR OF FRAIJCE 
RAYMOND VAN JOY, AMBA SSADOR OF BELGIUM 

-P.ANr I ~rNT I Al 
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NATIONAL SECURITY COUNCIL 

SECRETARIAT 
PAGE 01 
E OB7 21 

LA PAZ 5043 

AN000764 
DTG:1621 25Z JUN 86 PSN : 028366 
TOR: !68/1239Z 

DISTRIBUTION: BURG-01 PERR-01 NOR T-01 RAY-01 TILL-01 
/ilfl'5 A2 

\./HT S ASS IGNED DI STRIBUTION: 
SIT: TURN TILL 
EOB: 

ROUTINE 
STU4791 
DE RUEHLP ~5il4 3/ 02 1672137 
R I G2125Z JUN 86 
FM AMEMBASSY LA PAZ 

TO SEC STATE WASHDC 2932 

INFO WHITEHOU SE WA SHDC 
AMEMB AS SY AS UNCION 4757 
AMEMBASSY BONN 0394 
AMEMBAS SY BRASILIA 5196 
AMEMBASSY BRU SSEL S 0281 
AtlEMBAS SY BUENOS A I RES 8006 

AMEMBASSY BOGOT A 4990 
AtlEMBASSY CARACAS 5583 
MIEMBASSY LIMA 3354 
AMEMBASSY LONDON 0739 
AtlEMBASSY MADR ID 0'618 
AMEMBASSY PARIS 0897 
AMEMBASSY QU ITO 4963 
AMEMBASSY ROME 0699 
AtlEMBASSY VIENN A 024ll 
USMISSION USUN NEW YORK 3855 
USCINCSO QUARRY HEIGHTS PN//POLAD// 

~ 0 N ~ I D i ~I T I Q I, SE CT I ON 02 OF 04 LA PAZ 05 04 3 

BRU SS ELS ALSO FOR USEC 
\./HITEHOUSE FOR DR . TURNER AND NSC-TILLMAN 
ROME FOR VAT I CAN 
VIEN NA FOR UN VIE 

E. 0. 12356: DE CL: OADR 
TAGS: SNAR, BL, FR, IT, GE, UK, UNFDAC, VT 
SUBJECT: WESTERN MISSIONS DEMAND BOLIVIAN ACT ION AGAINST 

HANS BREDE, CHARGE, WEST GERMAN EMBASSY 
INIGO DE PALACIO ESPANA, CHARGE, SPANISH EMBASSY 
THOMAS DUGGAN, COUNSELOR, BRITISH EMBASS Y 
FATHER LUIS D. L !BERO, REPRESENTING ARCHBISHOP OF LA 

PAZ 
FER NA NDO MIRA ND A DE LARA, PRINCIPAL AD VISOR , J FDAC 

BOLIVIA 
DON YELL MAN, NAU CHIEF, U.S. EMB ASSY 

UN REP PRESSES FOR DETERMINATION ON ILLEGAL COCA 

6. ~) UNFDAC ADVI SOR FERNANDO MIRANDA OPENED THE 

CSN:HCE231 

i.. 

MEETING CONGRATULATING THE BOLIVIAN GOVERNMENT FOR IT•S 
INITIATIVE IN ORGANIZING AN INTER-MINISTERIAL NARCOTICS 
AWARENESS AND PREVENTION CAMPAIGN. MIRANDA SA ID THE 
UNITED NATIONS DRUG AGENCY SUPPORTS THIS EFFORT. HE 
THEN LAUNCHED INTO A HDNOL OGUE ON THE TOP I CS OF MOST 
CRITICAL CURRENT INTEREST IN BOLIVIAN NARCOTICS CONTROL: ·•-:> 

THE LEGAL DETERMINATION OF TRADITIONAL / NON-TRADITIONAL 
COCA GROWING AREAS, AND AN ACCURATE SURVEY OF LEGAL 
DEMAND FOR COCA LEAVE S FOR CHE\./ING AND TE A. MIRAND A HAS 
BECOME CONVINCED, AS HAVE WE, THAT WITHO UT THE SE DETER­
MIN AT IONS A COCA REDUCTION EFFORT \./ ILL NOT BE PR ODUCTIVE. 

7. (Cl MINI STE R BARTHELEMY RESPONDED THAT A GREATER 
DEGREE Of LONG RANG E PLANNING AND MORE INTE RNATIONAL 
FINANCIAL ASS ISTANCE ARE NEEDED BEFORE BOLI VIA COULD 
HOPE TO MAKE SUBSTANTIAL PROGRE SS IN THE NARC OTIC S 
FIGHT. HE MEN TIONED THE PROS PECT Of A BILATERAL U.S.­
BOLIVI AN COMMISS ION AND A 5-YEAR PLAN THAT HAD BEEN 
DISCUSSED DURING DEPUTY SECRETARY WHITEHEAD 'S RECENT 
VISIT TO BOLIVI A. BAR THELEMY UND ER SCORED THE INTER­
NA TION AL ASPECT Of THE PROBLEM AND SAI D THAT AT THE 
CURRENT RATE OF EXPLOSIVE GROWTH NARCOTICS TRAFFICKING 
AN D CONSUMPTION COULD DESTROY \./ESTE RN SOC IETY . HE 
ALS O EMPHASIZ ED THE BOLIVIAN GOVERNMENT'S BELIEF THAT 
A DIRE CT, FRONTAL AS SAULT ON COCA CULTIV AT ION WOULD BE 
!~EFFECT IVE WITHOUT COMP LEMEN TAR Y ST RONG LAW ENF ORC EMENT 
TO BREAK THE ILLICIT DEMAND FOR COCA LEAF. HE THOUGHT, 
IN ANY CAS E, TH AT MA,S IVE INTERNAT IONAL ASS ISTAN CE WOULD 
BE REQUIRED TO CUSH ION THE COCA GROWER AS HE LOSES THI S 
SOURCE Of INCOME AND TO HELP HIM SHIFT TO LICIT CROPS . 

FRANCE PRESSES FOR AC TION NEW 

I 

8. (C l FRENCH AMBASSA DOR GU I SSET STRtjNGL Y CHALLEIIGED 
BARTHELEMY'S ASSER TION S THAT AN SWERS TO BOLIVIA'S 
NARCOTICS PROBLEMS LIE IN MORE PLANNING AND OUT SIDE 
RESOUR CES. GUI SS ET SAID THAT NOW IS THE TIME FOR 
PRACTICAL RESULTS TH AT CAN BE ACHIEVED \./ITHIN CURRENT 
BOL !VIAN CAP ABIL !TIES, AN D THAT BOL IVI AN FA ILURE TO 
TAKE ANY REAL ACTION HAD LED TO SOME LOSS OF CONF IDE NCE 
IN BOLIVIAN RESOLVE THROUGHOUT THE l~TERNATIONAL COMM UN­
ITY. HE STRONGLY SUPPORTED UNFDAC MIR ANDA 'S VIE\./ TH AT 
A CLEAR LEGAL DEFINITION OF THE TRADITIONAL / NON­
TRADI TI ONAL CO CA GROWi NG AREAS IS FUND AMENTAL TO FUTURE 
PRO GR ESS. 

9. (Cl MINISTER BARTHELEMY CONTINUED TO AR GUE AGAINST 
FACING THE TRADITION AL/N ON -TR ADITIONAL ISS UE NOW . HE 
SAI D THAT THE NE\./ER COCA GROWING AREAS ARE ISOL ATED AND 
HAVE NO ROAD INFR AS TRUCTURE TO PERMIT THE MARKE TING OF 
BT 
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NATIONAL SECURITY COUNCIL 
SECRETARIAT 

PAGE 01 

EOB723 
LA PAZ 5043 
AN000762 

DT G: 162125Z JUN 86 PSN: 0283 67 
TOR: 168 / 1241Z CS N: HCE2 32 

DI STR IBUTION: BU RG -01 PERR-01 NORT-01 RAY-01 TILL-01 

/005 A2 

\./HTS ASSIGNED DI STR I BUT I ON: 
SIT: TURN TI LL 

EOB : 

ROUT INE 
ST U4 795 
DE RUEHLP ;5943/03 1672139 

R 162125Z JUN 86 

FM AMEMBASSY LA PAZ 

TO SECSTATE 1/ASHDC 2933 

I NFO IIHITEHOUSE \IASH DC 
AHEMBAS SY AS UNCION 4758 
AMEMBASSY BONN 0395 
AHEMBASSY BRASI LIA 5197 

AMEMBASSY BRUSSELS 0202 
AMEMBAS SY BUENOS AIRES 8007 

AME MB AS SY BOGOTA 4991 

AMEMBASSY CARACAS 5584 
AMEMBASSY LI MA 33 55 

AME MBAS SY l ON DON 07 40 
AMEMBASSY MADRID 0619 
AME MB AS SY PAR IS 0898 

AMEMBASSY QUITO 4964 
AMEMBA SSY ROME 0700 

AMEMBASSY VI ENNA 0241 
USM I SS ION USUN NE\./ YORK 38 56 

USCINCSO QUARRY HEI GH TS PN//P OLAD // 

~ SECT I ON .03 OF 04 LA PAZ 05043 

BR USS EL S ALSO FOR USEC 
WH I TEHOU SE FOR DR. TURNER AND NS C-TILLMAN 
ROME FOR VATICAN 
VIE NNA FOR UNV IE 

E.O. 12356: DECL: OADR 
TAGS: SN AR, BL, FR , IT , GE, UK, UN FDAC, VT 
SU BJECT : \IESTERN MISS IONS DEMAND BOLIVIAN ACTION AGAINST 

LEGAL CROPS . HE ALSO PO INTED OUT TH AT 111TH THE PROB LEMS 
I N BOLI VIA'S PUBLIC MINING SECTOR, SOME 30,0ff0 LAID- OFF 

WORKERS I/Ill HAVE TO BE RE LOC AT ED , MANY PRESUMABLY TO 
THE COUNTRYSIDE. HE THOUGHT THAT PEASANT S DRIVEN OUT 
OF COCA GROW ING IN AR EAS DECLARED NON - TRADITIONAL \IOUL D 
BE LIK ELY RECR UI TS FOR NARCOTRAFFICKING/ GUERRILLA 

ACT IV I TY. 

U. S. REP AD DS TO PRESSU RE 

10. (Cl LA PAZ NAU DIRECTOR YEL LMAN RECOGN I ZED THE 
DIFF ICULTIE S FACED BY THE BOLIVIAN GOVERNMENT IN ATTACK-
I NG Ill DE SPREAD COCA CULT I VAT I ON HEAD ON, BUT NEVERTH ELESS 
STRONGLY I ECONDED THE OPINIONS OF AMBASSADOR GUISSET. A 

RATIONAL COCA REDUCTION PROG RAM, WHETHER VOLUNTARY OR 
INVOLUNTARY, HU ST REST ON A CLEAR DEFIN I TION OF WH ERE 

COCA CAN BE LEG AL LY GRO\IN. AT PRESENT, COCA IS EXPANDING 
I N 1/IDELY DI SPE RSED GEO GRAPHIC AREAS OF BOLIVIA, INCLUDING 

THE BENI DEPARTMENT AN D NE\./ AREAS OF THE YUNGAS SUCH AS 
INQUI SIVI. HAD THIS DETERMINAT I ON BEEN MADE EVEN THREE 

YEARS AG O, \IE \IOU LD NOT BE FACING THE WIDE AR EAS OF NEIi 
CU LTIV AT I ON THAT EX I ST TODAY. CITING THE EXPER IENCE OF 
THE PAST SI X MONTHS 11 1TH THE VOLUNTARY ERADICATION 
PROGRAM IN TH E CHAPAR E, YELLMAN SAID THAT THE LABORIOUS 
NEGOT I AT ION PROCESS WI TH EACH INDI VIDUAL LANDOUNER TO 
REDUCE HIS COCA BY A SMAL L PERCENTILE HAS FAIL ED TO . 
PRODUCE ACCEPTABLE RE SUL TS. BY DECLARING WIDE AREAS OF 
NEIi CULTI VATION ILLEGAL, THE GOVERNMENT WOULD HAVE HE 
BASIS TO BEGIN A SYSTE MATIC ERADICATION PROGRAM, IF 
NECESSARY AN INVOL UNTARY PROGRAM. 

IT AL I AN AMBASSAD OR SURPR I SINGLY STRONG I N SU PPORT OF 

OTHERS: SAYS BOLIVIANS RI SK LOSING ECONOMIC AID 

II. (Cl ITAL IAN AMBASSADOR CORTESE SPOKE UP 11·1 SUPPOR T 

OF THE VIEWS OF BOTH AMBASSADOR GUI SSET AN D YEL LM AN . HE 
SA ID THAT EXTENS I VE LONG RANGE PLANNI NG AT THI S PO I NT IS 
IIOT AS I 11PORTANT AS ATT ACK ING NARCOT I CS PRODUCT I ON NOii 
AN O TAKING THE HARD DEC IS I ONS TH AT MUST PR ECEDE THIS 
ATTACK . HE ALSO STRESSED THE NEED TO DEFINE TRADITIONAL/ 
NON -TR AD I TIONAL GROI/ ING AREAS AND TO DETE RMINE ACCURATE LY 

LEGAL -_ INTERNAL DEMAND FOR CO CA LE AVES NO\/. HE THOUG HT 
THAT THESE I SS UE S 11UST BE RESOLVED BEFORE BOL IVI A 1/0UL D 
BE IN A POS I TION TO REQUEST MOR E I NTERNATI ONAL DE VE LOP MENT 
ASSIS TAN CE. HE ALSO EXPRESSED STRONG SUPP ORT FOR THE 

NARCO TIC S EDUCATION AN D PREVEN TION EF FORTS NOii BEING 
IN I TI AT ED BY THE BOLIVIAN GOVERNMENT, ANO THOUGHT THESE 
WO ULD HE LP IN GAINING THE PUBL IC SUPPOR T REQU IRED TO 
AT TAIN OTH ER ANTI-NARC OTIC S GOALS. 

12. (Cl BELEAGURED Ml NI STER RESPONDED THAT FORCED 
ERADICATI ON IN BOL I VIA WO ULD BE EXTREME LY DIF FIC ULT IN 
VIE \./ OF BOLIV I A'S CURR EN T POLITICAL AND ECONOMIC SI TU ATI ON. 
HE RE TURNED TO THE TH EME OF STEPP ED UP ENFORCEMENT, STAT­
ING THAT BOL IV I A NE ED S AIR SUPPORT AND BOITS FOR NARC OT ICS 
OPERATIONS , AND A ROTATING FUND OF ABOUT ONE MILLION 
DO LL ARS TO OBTAIN NARC OTIC S INTELLIGENCE FROM INFORMANTS. 

BRITISH STA TEMENT 

BT 

-f.-A NF I A-F-N T I At-
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"tftNF I B-ErtT I Ac 
NATIONAL SECURITY COUNCIL 

SECRETARIAT 
PAGE 01 
E 089 0'2 

LA PAZ 5043 
AN0'0'0761 

DTG : 162125Z JUN 86 PSN:02837 9 
TOR : !G8/125ffZ CSN: HCE239 •!. : INTERIOR MINISTER CHANGING HIS VIEIIS 

DI STRIBUTION : BURG-01 PERR-0'1 NORT-0'1 RAY-01 TILL-01 
/00'5 A2 

WHTS ASS IGNED DI STR IBU TION: 
SIT : TURN TILL 
E OB: 

ROUT I NE 
UTS4150 
DE RUEH LP #5043/04 1672141 
R 162125Z JUN 86 
FM AM EM BASSY LA PAZ 

TO SECSTATE WASH OC 2934 

INFO WHIT EHOUSE 1/ASHOC 
AMEMBASSY ASUNC ION 4759 
AME MB AS SY BONN lJ39G 
AMEM BASSY BRASIL IA 5198 
AMEMBASSY BR USS EL S 0203 
AM EMB ASSY BUENOS AIRES 8008 
AMEMBASSY BOGOTA 4992 
AMEM BASSY CARACAS 5585 
AMEMBASSY LIMA 33 56 
AMEM BASSY LONDON £1741 
AMEMBASSY MADRID BG 20' 

AM EMB ASSY PAR IS 0899 
AME MB AS SY OU I TO 4965 
AM EMB ASSY ROME 07 01 
AMEMBASSY VIENNA 0242 
USM ISS I ON USUN NEW YOR K 38 57 
use I NCSO QUARRY HEIGHTS PN//POLAD// 

C ON F I DE N T I A L SEC TION 04 OF l/4 LA PAZ 05943 

BRUSSELS AL SO FOR USEC 
1/HITEHOUSE FOR OR . TURNER AND NSC-TILLMAN 
ROME FOR VAT I CAN 

VIENNA FOR UNVIE 

E.O. 12356: DECL: OADR 
TAGS : SNAR, BL, FR , 1 T, GE, UK, UNFOAC, VT 
SUBJECT : WESTE RN MI SSI ONS DEMAND BOLIVIAN ACT ION AGA INS T 

13. (Cl BRIT I SH EMBASSY COUNS ELOR TOM DU GGAN SPOK E UP 
BRIEFLY IN SUPP ORT OF THE POS ITIONS OF THE FR ENCH AN D 
ITA L IAN AMB ASSA DORS, AND NAU CHIEF YELLMAN. HE ALS O 
THOUGHT TH AT THE DEFIN ITION OF TRADITIONAL CULT IVATION 
AR EAS IS THE MOST CRITICAL ISSUE OF THE MOMENT. 

PAPAL NUNCIO ANCHORS UNITED PRE SS URE ON BOLIVIANS 

14 . ~) THE PAPAL NUN CIO ALSO STRONGLY SUPPORTED THE 
REMARKS OF PR EVIOU S SPEA KERS, STRES SING FIRST THE 
TRADITIONAL ARE A ISSUE , BUT AL SO EMPHASIZ ING THE 
IMPORTANCE OF NARCOTICS EDUCATION ANO INFORMATION. HE 
AD DED THAT NARCOTICS CONSUMING NATIONS SHOULD EXPE CT TO 
PROV I OE 110RE RES OURCE S TO PRO DUCING COUNTRIES , \II TH 
PARTICULAR EMPHASIS ON INTERNATIONAL ORGANIZATIONS SUCH 
AS UNFOAC . ,_, 

15. (Cl THE FOLLOI/ IN G DAY, JUNE 19, NAU DIRECTOR YELLMAN 
CALLED ON BAR THELEMY, AN D STR ONGLY PRESS ED FOR MO VEMENT 
Oil THE TR AD ITIONAL AREA AND LEG AL CONSUM PT ION ISSUES. 
BARTHELEMY SA ID THAT SINCE THE JUNE 9 MEETING HE HAD 
BEE N THINK ING IN TERMS OF A SUPREME DE CREE THAT WOULD 
DETERMINE TR ADITIONAL AREAS BASED ON A 1977 SURVE Y OF 

COCA PRODUCERS. YELLMAN RE SP ONDED THAT SUCH A DECREE 
MIGH T NOT CARRY THE NECESSARY OBJECTIVITY NOR AD EQUATELY 
CON SI DER HIS TOR ICAL EV IDENC E. (T HE COCA CULTI VATION BOOM 
IN BOLIVIA IS GENE RA LLY CONSIDERED TO HAVE BEGUN AROU ND 
197m . THE MINISTER FI NA LL Y AGRE ED TO SET UP COMMIS SI ONS 
TO MAKE DETERMINATIONS BOTH ON TRADITIONAL CULTIVATION 
All D LEGAL CONSUMPTION. HE SAI D HE Will TASK SUBSECRETARY 
FOR JUS TI CE CARL OS VARGAS ROM ERO TO ORGANIZE AllO SUPER­
VISE THE \/ORK. \.IE HAVE \/ORKEO EXTENSIVELY 111TH DR. 
VARGAS, ANO HAVE CONS IDERAB LE CONFIDENCE IN HIM. WE Will 
FOLLOI/ HIS ACTION ON THESE ISSUES CLOSE LY. (DRAFTED BY 
NAU: OYELLMAN) ROI/ELL 
BT 

~H3EN-+IAL 
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