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DIA FOR IR BRANCH; USCINCSO ALSO FOR POLAD 

E.0. 12356: DECL: OADR 
TAGS: BL, PGOV, SNAR, PINR, PINS, ELAB, ECON 
SUBJECT: PAZ ESTENSSORO'S FIRST YEAR : PROGRESS REPORT 

AND PROSPECTS 

REF: 85 LA PAZ 10097 

SUMMARY 

1. (C) AUGUST 6 MARKED THE FIRST ANNIVERSARY OF THE PAZ 
ESTENSSORO GOVERNMENT AND THE BEGINNING OF A NEW 
LEGISLATIVE YEAR, BOTH SIGNIFICANT MILESTONES ON 
BOLIVIA'S DIFFICULT PATH TOWARD STABLE DEMOCRATIC RULE 
AND ECONOMIC RECOVERY. THE BALANCE SHEET FOR PAZ'S 
FIRST 12 MONTHS IN THIS, HIS FOURTH TERM OF OFFICE, 
IS OVERWHELMINGLY POSITIVE, PARTICULARLY WHEN CONTRASTED 
WITH THE THREE CHAOTIC YEARS OF THE PREVIOUS SILES 
ZUAZO ADMINISTRATION. PAZ'S ACCOMPLISHMENTS IN 
CONSOLIDATING DEMOCRACY ARE EVEN MORE IMPRESSIVE IN 
THE FACE OF THE OVERWHELMING ECONOMIC PROBLEMS THAT HE 
INHERITED AND THAT CONTINUE TO CONFRONT HIM AND HIS 
ADVISORS. THE BOLIVIAN PUBLIC'S TOLERANCE FOR ENDURING 
THIS CRISIS AND THEIR ACCEPTANCE OF DEMOCRATIC GOVERN­
MENT AS THE LESSER OF OTHER POSSIBLE EVILS HAVE BEEN 
ENHANCED CONSIDERABLY BY THE NEGATIVE EXPERIENCES 
OF RECENT YEARS. NEVERTHELESS, THE STOICISM OF LOWER 
INCOME BOLIVIANS IN ACCEPTING DRAMATIC DECLINES IN 
EARNING POWER AND LIVING CONDITIONS CANNOT ENDURE 
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PERSONALLY THAT AGREEMENT SHOULD BE KEPT AS SIMPLE AS 
POSSIBLE. 

4. AMBASSADOR POINTED OUT IMPORTANCE OF MOVING QUICKLY 
TOWARD A FEBRUARY 1987 TARGET FOR RADAR OPERATION, 
MENTIONING END -OF-AUGUST DEADLINES FOR SECURITY AND 
TECHNICAL SURVEYS. SAMUDIO SAID HE UNDERSTOOD AND WOULD 
PRESS FOR A QUICK DECIS ION. 

5. TALK DURING THE MEETING WAS FREE-FLOWING, WITH 
LIVELY INTEREST IN CARIBBEAN BASIN RADAR NETWORK AND HOW 
A SAN ANDRES INSTALLATION WOULD FIT INTO OVERALL 
COLOMBIAN NATIONAL AIR TRAFFIC CONTROL MATRIX. 
COLOMBIAN SIDE ALSO MADE QUICK LINKAGE BETWEEN STRATEGIC 
AND ANTI -NARCOTICS OBJECTIVES OF THE NETWORK AND THE SAN 
ANDRES INSTALLATION. ARMED FORCES CHIEF OF STAFF WAS 
INTERESTED IN KNOWING IF THE NETWORK WOULD REMAIN 
CLASSIFIED, OBSERVING THAT THE SAN ANDRES ARRANGEMENTS 
FOR US CIVILIANS TO OPERATE THE INSTALLATION WOULD 
BECOME PUBLIC KNOWLEDGE. THE TWO GOVERNMENTS SHOULD 
COUNT ON AN ATTACK FROM THE LEFT ON SOVEREIGNTY GROUNDS. 

6 . ACTION REQUEST : STATE DEPARTMENT TO ADDRESS QUESTION 
OF FORM AN AGREEMENT BETWEEN THE TivO COUNTRIES MIGHT 
TAKE AND AT WHAT LEVEL IT MIGHT BEST BE EXECUTED. 
GILLESPIE 
'°"" END OF CABLE ,,,,,, 
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INDEFINITELY. NOR IS IT LIKELY THAT THE BOLIVIAN 
ARMED FORCES, WITH THEIR LONG TRADITION OF DIRECT 
INVOLVEMENT IN GOVERNMENT AND POLITICS, WILL REMAIN 
FOREVER ALOOF IN THE EVENT OF SERIOUS SOCIAL AND 
POLITICAL DISINTEGRATION. 

2. (C) TO A VERY LARGE DEGREE, THE FATE OF PAZ 
ESTENSSORO'S HEROIC EFFORT TO GET BOLIVIA FIRMLY BACK 
ON THE DEMOCRATIC TRACK AND TO ELIMINATE THE TERRIBLE 
DISTORTIONS AND IMBALANCES THAT HAVE CREPT INTO THE 
BOLIVIAN ECONOMY WILL DEPEND ON THE 78-YEAR-OLD 
PRESIDENT'S HEALTH AND VITALITY. HIS WILL TO CARRY 
ON, PARTICULARLY IN THE CRUCIAL AREA OF NARCOTICS 
CONTROL, REDUCTION, AND INTERDICATION, DEPENDS IN TURN 
ON THE DEGREE OF MORAL SUPPORT AND ECONOMIC ASSISTANCE 
THAT HE RECEIVES FROM THE U.S. AND OTHER DONOR 
COUNTRIES. THE PRESIDENT'S BOLD, POLITICALLY RISKY 
AND PROBABLY IRREVOCABLE DECISION TO ATTACK NARCO­
TRAFFICKING VIGOROUSLY HIGHLIGHTS A RESOLVE AND A 
RANGE OF GOVERNMENT POLICIES FUNDAMENTALLY DIFFERENT 
THAN PREVIOUS BOLIVIAN REGIMES. 

3. (C) THE ALTERNATIVES TO PAZ ESTENSSORO, SHOULD HE 
FAIL IN HIS EFFORTS, ARE NEBULOUS BUT WE CAN CONCEIVE 
OF NO/NO SUCCESSOR GOVERNMENT -- CONSTITUTIONAL OR 
DE FACTO -- WITH THE TALENT, DOMESTIC MANDATE OR 
INTERNATIONAL CREDIBILITY THAT PAZ CURRENTLY ENJOYS, 
OR WITH THE SAME POTENTIAL FOR SIGNIFICANT ACCOMPLISH­
MENTS OF VITAL INTEREST TO THE U.S. END SUMMARY. 

I. ON THE POSITIVE SIDE OF THE LEDGER 

4. (C) THE SHEER CHAOS AND UNPREDICTABILITY OF THE 

SILES ZUAZO ADMINISTRATION (OCTOBER 1982 - AUGUST 1985) 
-- CHARACTERIZED BY RAMPANT INFLATION AND PARALLEL 
DEVALUATION OF THE PESO; SPECULATION AND SEVERE 
SHORTAGES OF BASIC COMMODITIES; CONSTANT STRIKES AND 
INTERRUPTIONS OF NORMAL ROUTINE; AND PERVASIVE 
CORRUPTION -- HAVE MADE BOLIVIANS APPRECIATE THE 
RELATIVE NORMALITY IMPOSED BY PAZ ESTENSSORO SHORTLY 
AFTER TAKING OFFICE ON AUGUST 6, 1985. MEMORIES OF 
THE SILES REGIME HAVE ALSO HELPED TO MAKE BOLIVIANS 
MORE PATIENT AND TOLERANT OF CURRENT HARD TIMES, 
BECAUSE PAZ HAS GIVEN THEM THE HOPE THAT IF THEY 
TIGHTEN THEIR BELTS AND PUT THEIR HOUSE IN ORDER 

1-C -e !t f I tr E N 'f I A L 
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SUBJECT: PAZ ESTENSSORO'S FIRST YEAR: PROGRESS REPORT 

- EVENTUALLY BOLIVIA WILL PULL OUT OF THE CRISIS AND 
PROSPECTS WILL BE BRIGHTER. ALTHOUGH PROGESS IN THE 
1970'S MADE THE COMFORTS AND AMENITIES OF 20TH 
CENTURY LIFE AVAILABLE TO MORE PEOPLE, MOST 
BOLIVIANS ARE STILL CONTENT WITH -- OR RESIGNED TO -­
A VERY MODEST, EVEN PRIMITIVE LIFE STYLE. DESPITE 
THESE LESSONS OF THE PAST, MOST BOLIVIANS NONETHELESS 
ARE JUSTIFIABLY OPTIMISTIC ABOUT THEIR NATION'S 
LONGER RANGE FUTURE. 

MOVING TOWARD ECONOMIC REVITALIZATION 

5. (C) WITHIN THIS CONTEXT, WE BELIEVE THAT PAZ 
ESTENSSORO HAS MADE SIGNIFICANT PROGRESS IN 
RATIONALIZING THE BOLIVIAN ECONOMY AND CREATING THE 
PRE-CONDITIONS NECESSARY FOR SOUND FUTURE GROWTH: 

INFLATION IN THE 12-MONTH PERIOD OCTOBER 1984 
THROUGH SEPTEMBER 1985 REACHED THE ASTRONOMICAL 
RATE OF 23,000 PERCENT, WITH A PARALLEL DEVALUATION 
OF THE PESO. IN CONTRAST, THE CONSUMER PRICE INDEX 
ROSE 1,700 PERCENT IN THE 12-MONTH PERIOD JUNE 1985 
THROUGH MAY 1986, WHILE THE VALUE OF THE PESO 
REMAINED STABLE, THANKS TO THE INSTITUTION OF A 
CENTRAL BANK DOLLAR DAILY AUCTION MECHANISM TO 
SATISFY THE DEMAND FOR DOLLARS AND TO SET THE 
VALUE OF FOREIGN EXCHANGE. 

FOR THE FIRST TIME IN MANY YEARS, THE GOVERNMENT 
HAS PRODUCED A WORKING NATIONAL BUDGET, A SINE QUA 
NON FOR ASSISTANCE FOR INTERNATIONAL FINANCIAL 
INSTITUTIONS (IFI'S). 

THE EXECUTIVE PROPOSED AND CONGRESS PASSED ON 
MAY 17 A COMPREHENSIVE TAX REFORM BILL DESIGNED 
TO INCREASE TAX REVENUES AND STREAMLINE 
ADMINISTRATIVE PROCEDURES, ALSO A REQUIREMENT 
FOR IFI ASSISTANCE, MOST PARTICULARLY FROM THE 
INTERNATIONAL MONETARY FUND (IMF). 

-GONFI:QE~lTIAL 
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SHORTLY AFTER TAX REFORM BECAME LAW, BOLIVIA 
SIGNED A 50 MILLION SPECIAL DRAWING RIGHT 
STAND-BY WITH THE IMF. 

SALARIES WERE FROZEN IN LATE AUGUST 1985 AND THE 
GOVERNMENT ANNOUNCED ITS INTENTION TO REDUCE THE 

STATE PAYROLL SUBSTANTIALLY IN ORDER TO BRING 
EXPENDITURES MORE INTO LINE WITH INCOME. 

BOLIVIA HAS SUCCESSFULLY NEGOTIATED AN AGREEMENT 
WITH THE PARIS CLUB, CALLING FOR A TEN-YEAR 
EXTENSION OF THE 646 MILLION DOLLAR PORTION OF THE 
PUBLIC AND INSTITUTIONAL DEBT WHICH IS OVERDUE 
OR DUE WITHIN THE NEXT 12 MONTHS. TERMS INCLUDE 
A FIVE-YEAR GRACE PERIOD FOR PAYMENTS OF DEBT IN 
ARREARS AND FIVE YEAR'S GRACE FOR PAYMENTS DUE 
BETWEEN JUNE 30, 1986, AND JUNE 30, 1987. 

THE PAZ ESTENSSORO GOVERNMENT HAS RENEWED THE 
NATURAL GAS EXPORT AGREEMENT WITH ARGENTINA ON 
TERMS THAT ARE FAR MORE FAVORABLE TO BOLIVIA, 

IN TERMS OF PRICE AND VOLUME, THAN WERE EXPECTED. 

IN DECEMBER 1985, THE U.S. SIGNED AN OPIC AGREEMENT 
WITH THE GOVERNMENT AS PART OF BOLIVIA'S EFFORT TO 
ATTRACT NEW INVESTMENT. 

ADVANCING TOWARD POLITICAL MATURITY 

,',,', END OF CABLE ,',,', 
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E.0. 12356: DECL: OADR 
TAGS: BL, PGOV, SNAR, PINR, PINS, ELAB, ECON 
SUBJECT : PAZ ESTENSSORO'S FIRST YEAR: PROGRESS REPORT 

6. (C) BOLIVIA'S TENTATIVE STEPS ALONG THE PATH TOWARD 
POLITICAL MATURITY IN THE WESTERN DEMOCRATIC TRADITION 
WOULD BE WORTHY OF NOTE UNDER ANY CIRCUMSTANCES, BUT 
ARE PARTICULARLY COMMENDABLE GIVEN THE COUNTRY'S 
SEVERE ECONOMIC STRAITS. OVER THE PAST EIGHT YEARS 
THERE HAS BEEN A GROWING REALIZATION AMONG BOLIVIANS 
THAT A DEMOCRATIC SOCIETY, DESPITE ITS EVIDENT SHORT­
COMINGS, IS STILL A GOAL WORTH STRIVING FOR. SINCE 

..C-0 l'-H:l I D E N 'I' I A 1: 
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1978, BOLIVIANS HAVE GONE TO THE POLLS FOUR TIMES TO 
ELECT NATIONAL GOVERNMENTS AND HAVE REJECTED FOUR DE 
FACTO PRESIDENTS, THE MOST NOTORIOUS OF WHOM, EX­
GENERAL LUIS GARCIA MEZA TEJADA, IS CURRENTLY ON 
TRIAL IN THE SUPREME COURT FOR VIOLATION OF THE 
CONSTITUTION, MURDER AND OTHER CRIMINAL ACTS. 

7. (C) THE DEMOCRATIC CONVICTIONS OF MANY BOLIVIANS 
WERE SORELY TESTED, HOWEVER, BY THE DISAPPOINTING 
SILES GOVERNMENT, WHICH UNDER THE GUISE OF POPULISM 
ALMOST BANKRUPTED THE COUNTRY AND DISCREDITED THE 
DEMOCRATIC PROCESS. THE JULY 1985 ELECTIONS OFFERED 
THE BOLIVIAN PEOPLE BOTH A TEST OF PLURALISTIC POLITICS 
AND TRUE ALTERNATIVES. CENTER-RIGHT CANDIDATE GENERAL 
HUGO BANZER WON A SLIGHT PLURALITY BUT PAZ ESTENSSORO'S 
NATIONALIST REVOLUTIONARY MOVEMENT (MNR) WON MORE SEATS 
IN CONGRESS. WITH THE BACKING OF SEVERAL MINI-PARTIES, 
PAZ BEAT OUT BANZER IN THE CONGRESSIONAL RUN-OFF VOTE. 
BUILDING ON THAT EXPERIENCE, THE LAST 12 MONTHS HAVE 
WITNESSED SOLID ADVANCES IN THE DEMOCRATIC PROCESS: 

BANZER'S NATIONALIST DEMOCRATIC ACTION (ADN) PARTY 
SIGNED THE "PACT FOR DEMOCRACY" WITH THE MNR IN 
OCTOBER, PLEDGING BOTH PARTIES TO WORK TOGETHER 
TO DEFEND THE DEMOCRATIC PROCESS, TO SUPPORT 
MUTUALLY AGREED LEGISLATIVE GOALS AND TO ALLOW 
THE ADN A SHARE OF POWER IN NAMING PARTY FAITHFUL 
TO TOP JOBS IN SEMI-AUTONOMOUS ENTITIES LIKE THE 
DEPARTMENTAL (STATE) DEVELOPMENT CORPORATIONS, 
THE AGRICULTURAL BANK AND THE STATE AIRLINE. 

AS A BY-PRODUCT OF THE "PACT FOR DEMOCRACY," 
CONGRESS' LEGISLATIVE RECORD ON ISSUES OF CRUCIAL 
IMPORTANCE TO THE NATION WAS RELATIVELY GOOD, 
PARTICULARLY DURING THE DO-OR-DIE SPECIAL SESSION 
ON TAX REFORM AND THE ELECTORAL LAW. CONGRESS' 
IMAGE HAS IMPROVED SOMEWHAT AS A RESULT, BUT 
MORE REMAINS TO BE DONE. 

THE POLITICAL AND TECHNICAL SKILLS OF THE NEW CABINET 
INSTALLED BY PAZ ESTENSSORO IN JANUARY, 
PARTICULARLY IN THE KEY ECONOMIC PORTFOLIOS, ARE 
CONSIDERABLY GREATER THAN THOSE OF PAZ'S INITIAL 
CABINET, AND LIGHT YEARS APART FROM THE SORRY 
MINISTERIAL TEAMS OF THE SILES ZUAZO ADMINISTRATION. 
THE HIGH QUALITY OF THE PRESENT CABINET IS IN 
LARGE MEASURE DUE TO THE COMPETENT INDEPENDENTS 

AND REPRESENTATIVES OF THE PRIVATE SECTOR -- SOME 
WITH ADN TIES -- WHO PAZ HAS INCLUDED IN HIS 
GOVERNMENT. 
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THE IMPORTANCE OF THE BOLIVIAN WORKERS' CENTRAL 
(COB) IN NATIONAL POLITICS HAS BEEN DRAMATICALLY 

CONSTRAINED. THE VACUUM OF LEADERSHIP CREATED BY 
THE SILES ZUAZO GOVERNMENT, INTO WHICH THE COB 
GLADLY STEPPED, NO LONGER EXISTS. PAZ ESTENSSORO'S 
WILLINGNESS TO USE CONSTITUTIONAL POWERS AT HIS 
DISPOSAL -- INCLUDING THE STATE OF SIEGE AND 
TEMPORARY INTERNAL EXILE OF THE MOST RECALCITRANT 
ELEMENTS OF THE COB LEADERSHIP -- HAS COWED THE 

LABOR MOVEMENT. MOREOVER, IN A SHRINKING LABOR 
MARKET, RANK-AND-FILE ARE INCREASINGLY UNWILLING 

;',;', END OF CABLE ;'d, 
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SUBJECT: PAZ ESTENSSORO'S FIRST YEAR: PROGRESS REPORT 

TO RISK THEIR JOBS IN STERILE CONFRONTATIONS WITH 
A GOVERNMENT THAT IS RESOLVED TO GET THE ECONOMY 

BACK IN SHAPE, DESPITE THE HIGH SOCIAL COST. 
FINALLY, THE COB LEADERSHIP IS BADLY DIVIDED ALONG 
IDEOLOGICAL AND PERSONALITY LINES, AS WELL AS 
ON ANY STRATEGY FOR DEALING WITH THE GOVERNMENT. 

RELATIONS BETWEEN THE GOVERNMENT AND THE ARMED 
FORCES, STRAINED DURING THE SILES ZUAZO GOVERNMENT 
BECAUSE OF THE PREVAILING EXTREME SOCIAL AND 
POLITICAL TURMOIL AND THAT REGIME'S RADICAL 
LEFTIST LEANINGS, HAVE IMPROVED CONSIDERABLY . 
DESPITE SEVERE RESTRAINTS ON THE ARMED FORCES' 
BUDGET, AND THE POTENTIAL FOR INCREASED DEMANDS 
ON THE MILITARY FOR INTERNAL PEACE KEEPING AND 
NARCOTICS INTERDICTION, THE INSTITUTION APPEARS 
COMFORTABLE WITH THE PAZ ESTENSSORO GOVERNMENT. 
THE INSTITUTION IS, IN FACT, FULLY COMMITTED TO 
SUPPORTING THE ON-GOING CONSTITUTIONAL AND 
DEMOCRATIC PROCESS. 

A SIGN OF THE BOLIVIAN MILITARY'S GROWING MATURITY 
AND PROFESSIONALIZATION WAS THE JOINT U.S.­
BOLIVIAN MILITARY EXERCISES CARRIED OUT IN APRIL­
MAY 1986. SIMILAR EXERCISES PLANNED DURING THE 
SILES ZUAZO GOVERNMENT WERE SCUTTLED BY THE 
BOLIVIANS BECAUSE OF NATIONALISTIC PRIDE AND 
(UNNECESSARY) CONCERN OVER ADVERSE POLITICAL 

C O ~r I D E N r-r A t--



REACTION. THE SUCCESSFUL APRIL-MAY EXERCISE 
STRENGTHENED INSTITUTION-TO-INSTITUTION TIES AND 
HELPED TO BOLSTER THE BOLIVIAN MILITARY'S SELF­
IMAGE AND PROFESSIONALISM. EQUALLY IMPORTANT, 
IT DEMONSTRATED THAT -- CONTRARY TO THE DIRE 
PREDICTIONS OF THE EXTREME LEFT -- AN EXERCISE 
OF THIS NATURE IS NOT AN INFRINGEMENT ON BOLIVIAN 
SOVEREIGNTY. 

PERHAPS THE MOST SIGNIFICANT LONG-RANGE 
ACCOMPLISHMENT ON THE POLITICAL FRONT IN THE FIRST 
12 MONTHS OF THE PAZ ESTENSSORO GOVERNMENT WAS THE 
ELECTORAL REFORM LAW PASSED BY THE SPECIAL SESSION 
OF CONGRESS IN MAY. DRAFTED BY THE ADN AND MODIFIED 
BY THE MOVEMENT OF THE REVOLUTIONARY LEFT (MIR), 
THE NEW LAW STRENGTHENS THE ELECTORAL COURT AND 
REDUCES THE POSSIBILITY FOR FRAUD. MORE IMPORTANTLY, 
THE LAW MODIFIES THE METHODOLOGY FOR CHOOSING 
DEPUTIES TO THE NATIONAL CONGRESS IN A WAY THAT 
WILL EVENTUALLY REDUCE THE LEVEL OF PARTICIPATION 
OF NON-REPRESENTATIVE MINI-PARTIES -- ALMOST ALL 
OF THEM ULTRA-LEFTIST IN ORIENTATION. THE RESULT 
SHOULD BE A MORE COHERENT AND RESPONSIBLE CONGRESS 
WITH A STRONGER MANDATE TO COOPERATE WITH THE 
EXECUTIVE. 

A PROMISING START ON NARCOTICS CONTROL 

8. (C) PROGRESS ON COCA ERADICATION AND NARCOTICS 
INDERDICATION DURING THE PAST 12 MONTHS HAS BEEN SLOW 
AND ERRATIC, BUT NONETHELESS PROMISING. IN CONTRAST 
TO THE SILES ZUAZO GOVERNMENT, WHICH WAS WILLING TO 
AGREE TO JUST ABOUT ANYTHING (BUT DO NOTHING) IN ORDER 

TO INSURE CONTINUED U.S. ASSISTANCE, PAZ ESTENSSORO 
HAS BEEN CAUTIOUS IN COMMITTING HIS ADMINISTRATION TO 
TARGETS THAT IT MAY NOT BE ABLE TO MEET. HIS FIRST 
PRIORITY CLEARLY HAS BEEN HALTING RAMPANT INFLATION. 
RETURNING TO FISCAL RESPONSIBILITY AND -- HOPEFULLY 
LAYING THE BASIS FOR SOUND ECONOMIC GROWTH IN THE 
FUTURE. NOW THAT PROGRESS HAS BEEN MADE IN THE 
ECONOMIC AREA, PAZ IS DEDICATING THE SAME ENERGY AND 
RESOLVE TO ATTACKING THE NARCOTICS PROBLEM. WE HAVE 
;'.;', END OF CABLE ;',;', 
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SUBJECT: PAZ ESTENSSORO'S FIRST YEAR: PROGRESS REPORT 

BEEN ASSURED BY SOURCES CLOSE TO THE PRESIDENT THAT 
THIS COMMITMENT IS UNSHAKABLE. SOME OF THE ESSENTIAL 
SPADEWORK HAS ALREADY BEEN DONE: 

AT CONSIDERABLE POLITICAL RISK, THE PAZ ESTENSSORO 
GOVERNMENT, BASED ON A FALL 1985 REQUEST FOR U.S. 
ASSISTANCE, MADE THE DECISION IN JULY TO ALLOW U.S. 
MILITARY HELICOPTERS AND SUPPORT PERSONNEL TO ENTER 
BOLIVIA IN ORDER TO PROVIDE LOGISTICAL SUPPORT TO 
THE BOLIVIAN POLICE IN AN UNPRECEDENTED SEARCH­
AND-DESTROY CAMPAIGN AGAINST COCAINE LABORATORIES 
IN THE BENI -- OPERATION "BLAST FURNACE." SHORT 
ON DRAMA FOR THOSE ANTICIPATING HEADLINE-GRABBING 
MEGABUSTS, THE OPERATION NONETHELESS HAS DISRUPTED 
BOLIVIA'S RABBIT WARREN NARCOTICS NETWORK, DEPRESSED 
THE PRICE OF COCA LEAVES BELOW PRODUCTION COST, 
ROCKETED THE ANTI-NARCOTICS ISSUE TO THE FOREFRONT 
OF PUBLIC DISCUSSION AND LAUNCHED THE GOVERNMENT 
IRREVOCABLY INTO THE WAR ON DRUGS. ON THE DOWN 
SIDE, "BLAST FURNACE" HAS BROUGHT THE ADMINISTRATION 
UNDER FIRE FOR ALLOWING U.S. TROOPS ON BOLIVIAN 
SOIL WITHOUT CONGRESSIONAL APPROVAL, COALESCED 
TO SOME DEGREE THE USUALLY DIVIDED ULTRA-LEFT, 
RAISED A POTENTIAL THREAT FROM DISGRUNTLED 
PEASANTS WHO FORM PART OF THE GOVERNMENT'S 
POLITICAL BASE, PRESENTED THE UNCERTAIN ISSUE OF 
"WHAT NEXT?, " SINGED THE ARMED FORCES' VANITY BY 
LEAVING THEM ESENTIALLY ON THE SIDELINES, AND 
CREATED A "REBOUND" THREAT OF EVEN WORSE NARCO­
TRAFFICING PROBLEMS IF BOLIVIA WITH U.S. AND 
INTERNATIONAL HELP PROVES UNABLE TO SUSTAIN A 
LONG-TERM FIGHT. 

VOLUNTARY ERADICATION: THE VOLUNTARY ERADICATION 
PROGRAM BEGUN IN LATE NOVEMBER 1985 HAS BEEN 
DISAPPOINTING TO DATE IN TERMS OF COCA PLANTS 
ACTUALLY DESTROYED (136 HECTARES SO FAR), BUT HAS 
SET AN IMPORTANT PRECEDENT AND DRAWN PUBLIC 
ATTENTION TO THE COCA CULTIVATION ISSUE. STILL THE 
EXPERIENCE GAINED IN THE PROGRAM, BOTH BY THE 
BOLIVIAN COCA REDUCTION AGENCY AND EMBASSY NARCOTICS 
CONTROL PERSONNEL, CAN BE DIRECTLY APPLIED TO AN 
INVOLUNTARY PROGRAM THAT MUST EVENTUALLY BE MOUNTED 
IF WE ARE TO HAVE A SERIOUS IMPACT ON WIDESPREAD 
BOLIVIAN CULTIVATION. 
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TRADITIONAL/NON-TRADITIONAL COCA GROWING AREAS: 
THE BOLIVIAN GOVERNMENT IS MOVING TOWARD IMPLEMENT­
ATION OF ITS MAY 1985 LAW REGARDING THE DETERMINATION 
OF TRADITIONAL COCA GROWING AREAS. THE RESULTS OF 
A STUDY COMMISSIONED BY THE MINISTRY OF INTERIOR 
(WITH ESF LOCAL CURRENCY FINANCING) SHOULD BE 
AVAILABLE IN LATE AUGUST 1986. THIS STUDY WILL 
FORM THE BASIS FOR A SUPREME DECREE ON THE SUBJECT 
OF TRADITIONAL CULTIVATION THAT COULD MAKE WIDE 

AREAS OF COCA CULTIVATION ILLEGAL IN BOLIVIA, AND 
THEREBY SET THE STAGE FOR THE APPLICATION OF 
AN INVOLUNTARY COCA ERADICATION PROGRAM. 

ENFORCEMENT: THE RURAL MOBILE NARCOTICS STRIKE 
FORCE (UMOPAR) HAS BEEN EXPANDED FROM 160 MEN IN 
AUGUST 1985 TO A CURRENT STRENGTH OF ALMOST 700. 
A 400-MAN UNIT IS CURRENTLY OPERATING IN THE COCA-

GROWING AREAS OF THE CHAPARE AND YUNGAS, AND UNITS 
HAVE BEEN SENT TO PATROL THE HYDROCHLORIDE CENTERS 
IN THE BENI AND SANTA CRUZ DEPARTMENTS. AS PART 
OF THE RIPPLE EFFECT OF "BLAST FURNACE" THE LEVEL 
OF SEIZURES, PRINCIPALLY OF COCA PASTE PRODUCED 
CLOSE TO THE COCA GROWING AREAS, HAS INCREASED 
DRAMATICALLY. SEIZURES FOR THE MONTH OF JUNE 1986, 
DURING WHICH AN AIRCRAFT LOADED WITH 600 KILOGRAMS 
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OF COCA PASTE WAS SEIZED IN THE CHAPARE, ARE THE 
HIGHEST IN RECENT HISTORY BY A CONSIDERABLE MARGIN. 

UNITED NATIONS YUNGAS PROJECT: THE UNITED NATIONS 
FUND FOR DRUG ABUSE CONTROL (UNFDAC) EXECUTIVES 
REALIZED THAT THEIR 22 MILLION DOLLAR DEVELOPMENT 
PROJECT IN THE YUNGAS REGION OF LA PAZ DEPARTMENT 
HAS LITTLE HOPE OF ACHIEVING ITS COCA REDUCTION 
OBJECTIVES WITHOUT A STRONG ENFORCEMENT COMPONENT. 
WITH THE COOPERATION OF THE PAZ GOVERNMENT THEY 
HAVE THEREFORE EARMARKED AN ADDITIONAL FOUR MILLION 
DOLLARS OVER THREE YEARS FOR PROVISION OF 
COMMUNICATIONS, VEHICLES AND OTHER NECESSITIES 
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FOR THE INM-SUPPORTED UMOPAR POLICE FORCES 
STATIONED IN THE YUNGAS. 

INTANGIBLE ACCOMPLISHMENTS 

9. (C) THE PAZ ESTENSSORO GOVERNMENT HAS MADE 
PROGRESS IN OTHER LESS TANGIBLE AREAS AS WELL. 
PAZ ' S TACIT ACKNOWLEDGEMENT THAT SOME OF THE BASIC 
TENENTS OF THE NATIONALIST REVOLUTION OF 1952 
(PARTICULARLY STATE PREEMINENCE IN THE ECONOMY) 
ARE NO LONGER VALID, IF THEY EVER WERE, AND HIS 
WILLINGNESS TO CORRECT THE DISTORTIONS AND 
INEQUITIES THAT HAVE CREPT INTO THE STRUCTURE 

OF THE BOLIVIAN ECONOMY, ARE SEEN AS POSITIVE 
DEVELOPMENTS BY BOLIVIA'S SMALL BUT DYNAMIC PRIVATE 
SECTOR . PAZ'S WILLINGNESS -- AND NEED -- TO SHARE 
A DEGREE OF POWER WITH THE PRIVATE SECTOR-ORIENTED 
ADN HAS GIVEN PRIVATE ENTREPRENEURS A RENEWED 
ENTHUSIASM FOR BOLIVIA'S FUTURE AND THEIR ROLE 
IN IT. 

10. (C) THE RETURN OF A RELATIVE DEGREE OF LABOR 
PEACE AND ECONOMIC STABILITY HAVE ENCOURAGED SOME 
BOLIVIANS TO REPATRIATE SAVINGS AND UNDERTAKE NEW 
INVESTMENTS IN MANUFACTURING, AGRO-INDUSTRY, COMMERCE, 
AND MINING . WE EXPECT THIS TREND TO INCREASE AS 
GROWING POLITICAL AND ECONOMIC STABILITY INSTILL A 
MORE DEEPLY ROOTED PUBLIC CONFIDENCE. BEFORE THE 
"BLAST FURNACE" OPERATION AT LEAST, SOME OF THE 
NEW MONEY COMING INTO THE BOLIVIAN ECONOMY WAS 
PROBABLY NARCOTICS MONEY, A DEVELOPMENT THAT 
CONCERNS US AND THE BOLIVIANS GREATLY. ON THE 
OTHER HAND, THERE ARE ALSO EARLY SIGNS THAT GROWING 
CONFIDENCE IN THE PAZ GOVERNMENT AND ECONOMIC 
RECOVERY ARE ENCOURAGING FOREIGN RISK CAPITAL, AT 
THIS POINT A TRICKLE AND ALMOST EXCLUSIVELY IN THE 
MINING SECTOR (GOLD), TO SERIOUSLY CONSIDER 
RETURNING TO BOLIVIA, USUALLY IN JOINT VENTURES 
WITH BOLIVIAN ENTREPRENEURS. IN A MORE GENERAL 
SENSE, THE RETURN OF A DEGREE OF PREDICTABILITY 
TO EVERYDAY LIFE HAS BEEN APPLAUDED BY ALMOST 
ALL BOLIVIANS. NO LONGER ARE THEY HOSTAGE TO 
THE WHIMS OF THE COB - - WHICH CUT OFF ESSENTIAL 
SERVICES SUCH AS TELECOMMUNICATIONS, AIR AND 
LAND TRAVEL - - AND TO THE WILES OF SPECULATORS 
AND BLACK MARKETEERS, WHO AT TIMES MADE EVEN 
THE MOST BASIC OF COMMODITIES IMPOSSIBLE TO FIND. 
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II. THE NEGATIVE SIDE OF THE LEDGER 

BUFFETED BY THE DIMENSION OF THE NARCOTICS PROBLEM 

11. (C) THE SHEER DIMENSIONS OF THE NARCOTICS 
PROBLEM IN BOLIVIA ARE ALMOST OVERWHELMING. 
INCREASED U.S. AND OTHER INTERNATIONAL ASSISTANCE 
,•:,'< END OF CABLE ,'<,': 
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WILL BE REQUIRED IF THE GOB IS TO GAIN SOME CONTROL 
OVER THIS DIFFICULT MUTUAL PROBLEM. THE ECONOMIC 
POWER OF THE DRUG PRODUCERS AND TRAFFICKERS, THE 
DEPENDENCE (REAL OR PERCEIVED) OF THE BOLIVIAN 
ECONOMY AT LEAST FOR THE NEAR TERM ON THE INFLUX 
OF 11 NARCODOLLARS 11 FOR STABILITY, AND THE NARCOTICS 
TRADE'S CAPACITY TO CORRUPT GOVERNMENT AND SOCIETY 
ARE SOBERING FACTS FOR BOLIVIANS AND OUTSIDE 
OBSERVERS ALIKE. ACCORDING TO SOME ESTIMATES, 
PERHAPS AS MUCH AS 500 TO 600 MILLION DOLLARS 
DERIVED FROM THE COCAINE TRADE RETURN TO BOLIVIA 
ANNUALLY, IN WAGES, INVESTMENTS IN REAL PROPERTY, 
AND LEGITIMATE BUSINESS CONCERNS, AND IN THE 
IMPORT OF LUXURY GOODS FOR THE PURPOSE OF 
LAUNDERING COCAINE DOLLARS. THE FINANCE MINISTER 
HAS INDICATED THAT 50 PLUS PERCENT OF CENTRAL 
BANK RESERVES HAVE THEIR SOURCE IN NARCOTICS 
MONEY. WHILE THIS REPRESENTS BUT A SMALL 
PERCENTAGE OF THE TOTAL U.S. STREET VALUE OF 
THE DRUG TRADE, IN THE BOLIVIAN CONTEXT IT MAY BE 
AN INFLUENTIAL COMPONENT AT VIRTUALLY EVERY LEVEL 
OF THE ECONOMY AND PROBABLY EXCEEDS THE TOTAL VALUE 
OF LEGITIMATE EXPORTS ANTICIPATED FOR 1986. 
RECOGNITION OF THIS SOBERING FACT, AND THE MEAGER 
HUMAN AND MATERIAL RESOURCES AVAILABLE TO THE 
GOVERNMENT FOR UNDERTAKING A TASK OF SUCH HERCULEAN 
PROPORTIONS, EXPLAIN IN PART THE GOVERNMENT'S 
PREVIOUS HESITANCY IN THE AREA OF NARCOTICS 
CONTROL: 

CORRUPTION: A MAJOR PROBLEM HAMPERING EFFECTIVE 
NARCOTICS ENFORCEMENT CONTINUES TO BE CORRUPTION. 
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EMBASSY NARCOTICS PERSONNEL ARE ENGAGED IN A 
CONSTANT SEARCH FOR NATIONAL POLICE OFFICERS 
WITH UNSULLIED REPUTATIONS WHO CAN BE RECOMMENDED 
TO FILL KEY NARCOTICS POSTS. IN MOST CASES, 
OUR RECOMMENDATIONS HAVE BEEN TAKEN UP BY POLICE 
COMMANDER GEN. JULIO VARGAS SOTO. 

INTERDICTION : WHILE NARCOTICS SEIZURES ARE UP, 
PARTLY DUE TO EXPANSION OF NARCOTICS STRIKE 
FORCES AND PARTLY TO CONSTANT EMBASSY PRESSURE, 
AS WELL AS SUPPORT, THESE SEIZURES ARE ONLY A 
SMALL PERCENTAGE OF WHAT THEY COULD BE. LONG­
TERM BOLIVIAN INTERDICTION EFFORTS HAVE 
TRADITIONALLY BEEN HINDERED BY A PAUCITY OF 
RESOURCES, OCCASIONAL LACK OF COOPERATION AMONG 
INTERESTED INSTITUTIONS -- THE POLICE AND ARMED 
FORCES, FOR EXAMPLE -- AND FAILURE TO OBSERVE 
RIGOROUS CONTROL OF SENSITIVE INFORMATION. 

JUDICIAL LAXITY: CORRUPTION WITHIN THE JUDICIARY, 
AND A GENERAL LACK OF ENTHUSIASM FOR PROSECUTING 
WELL-HEELED MAJOR TRAFFICKERS HAVE MEANT THAT 
NOT ONE CLASS-A NARCOTICS VIOLATOR HAS BEEN 
CONVICTED AND JAILED IN BOLIVIA. MANY OF THE 
SMALLER FISH ALSO ESCAPE PROSECUTION, AND SOME 

COURTS EVEN RETURN THE SEIZED PROPERTY AND 
EQUIPMENT OF NOTORIOUS TRAFFICKERS. THE GOVERN­
MENT RECOGNIZES THE SERIOUSNESS OF THIS 
SITUATION, BUT SWEEPING CHANGES ARE TRAUMATIC 
FOR THE BOLIVIAN SYSTEM AND ARE SLOW TO COME . 

VOLUNTARY ERADICATION: WILL IT WORK? THE 
EXPERIENCE WITH VOLUNTARY ERADICATION ALLUDED 

TO ABOVE STRONGLY SUGGESTS THAT PERSUASION ALONE 
OR MONETARY INCENTIVES ARE NOT LI KELY TO PROVIDE 
ADEQUATE INCENTIVE FOR MOST FARMERS TO VOLUNTARILY 
RIP OUT THEIR COCA BUSHES. THUS, WHILE THE 
EXPERIMENT IN VOLUNTARY ERADICATION MAY HAVE 
BEEN USEFUL IN HELPING TO SET PRECEDENTS, 
THE GOVERNMENT IS CURRENTLY COMMITTED TO A 
SUSTAINED BELOW-COST-OF-PRODUCTION COCA LEAF 
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PRICE, MAINTAINED BY SERIOUS INTERDICTION, TO 
DRIVE PRODUCERS OUT OF CULTIVATION. ' THIS IS 
ESSENTIAL, IN THE GOB ESTIMATE, AS A PRE-CONDITION 
FOR SERIOUS ERADICATION WHETHER VOLUNTARY OR 
FORCED. 

NARCOTICS AWARENESS: BOLIVIAN AWARENESS OF THE 
DANGERS OF DRUG ABUSE AND OF THE INFALLIBLE 
CONNECTION BETWEEN PRODUCTION AND CONSUMPTION 
IN A NARCOTIC-SUPPLYING COUNTRY IS ON THE RISE 
ESPECIALLY AMONG THE MIDDLE CLASS, BUT MUCH MORE 
NEEDS TO BE DONE. THE GOVERNMENT'S LACK OF 
RESOLVE TO BECOME MORE ACTIVE IN BOTH PREVENTING 
AND COMBATTING DRUG ABUSE rs DISAPPOINTING AS 
ARE THE MEAGER RESOURCES THAT HAVE BEEN DEVOTED 
TO THIS AREA THUS FAR. 

REVITALIZING THE ECONOMY A FUNDAMENTAL PROBLEM 

12. (C) IN HIS EFFORT TO RESUSCITATE AND 
RESTRUCTURE THE BOLIVIAN ECONOMY AFTER DECADES 
OF IDEOLOGICAL MISDIRECTION AND POOR MANAGEMENT, 
PAZ SEEMS TO HAVE PASSED THE MOST DIFFICULT HURDLES. 
ADMINISTRATIVE AND LEGISLATIVE REFORMS, AND AGREE­
MENT WITH BOLIVIA'S MAJOR CREDITORS HAVE OPENED 
THE DOOR ONCE AGAIN TO INCREASED INTERNATIONAL 
FINANCIAL ASSISTANCE. PAZ HAS MADE SIGNIFICANT 

STRIDES IN REGAINING CONFIDENCE IN THE SERIOUSNESS 
OF THE BOLIVIAN GOVERNMENT IN MEETING ITS INTER­
NATIONAL RESPONSIBILITIES, MAKING TRADITIONAL FRIENDS 
MUCH MORE WILLING TO RISK SCARCE ASSISTANCE RESOURCES. 
MANY SERIOUS PROBLEMS REMIAN, HOWEVER: 

TIN DEPRESSED: TIN MINING AND SMELTING, THE 
BACKBONE OF THE BOLIVIAN ECONOMY, ARE DEEPLY 
DEPRESSED AND WILL LIKELY REMAIN SO; 

OTHER MINERALS WEAK: THE MARKET FOR OTHER 
METALS (GOLD rs THE MOST VISIBLE EXAMPLE) 
AND BOLIVIA'S COMPETITIVENESS IN THAT MARKET, 
ARE AT THIS READING AT BEST UNCERTAIN AND IN 
SOME CASES (SILVER AND LEAD) ALMOST AS DEPRESSED 
AS TIN; 

OIL AND GAS IN OVERSUPPLY: WEAKENED WORLD 
PRICES FOR HYDROCARBONS AND THE LIMITATIONS 
IMPOSED BY GEOGRAPHY ON BOLIVIA'S NATURAL 
MARKET FOR GAS, AT A TIME WHEN BOLIVIA IS 
INCREASINGLY RELIANT ON GAS SALES TO ARGENTINA 
(AND POSSIBLY BRAZIL) FOR FOREIGN EXCHANGE 
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EARNINGS,BODE ILL FOR ECONOMIC RECOVERY 
AND GROWTH. 

LACK OF INTEGRATION: VERY LITTLE HAS BEEN 
INVESTED IN RECENT YEARS IN THE DEVELOPMENT 
OF TRANSPORT INFRASTRUCTURE AND IMPROVED 
COMMUNICATIONS, INCREASING THE COUNTRY'S 
HANDICAP IN COMPETITION FOR MARKETS FOR 
AGRICULTURAL AND OTHER NON-TRADITIONAL 
EXPORTS, AND HAMPERING INTERNAL ECONOMIC 
INTEGRATION AND SELF-SUFFICIENCY. PAZ HAS 
NOT YET REVERSED THIS UNFORTUNATE TREND. 

CORRUPTION STILL PERVASIVE: REVENUE COLLECTION 
FROM CUSTOMS AND INTERNAL REVENUE HAS BEEN 
IMPROVED THROUGH ADMINISTRATIVE REFORMS AND A 
BRAKE ON CORRUPTION, BUT THE PROLIFERATION OF 
CONTRABAND, THE INGRAINED RESISTANCE TO PAYING 
TAXES AND STILL ENDEMIC CORRUPTION HAVE PRE­
VENTED THESE RESOURCES FROM REACHING THEIR 
POTENTIAL. 

,',;', END OF CABLE ,•;;<. 
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REVENUE FROM NEW SOURCES LAGS: TAX COLLECTION 
FROM RUBRICS CREATED BY THE MAY 19 TAX 

LEGISLATION, SUCH AS THE VALUE ADDED TAX, HAS 
NOT YET MET THE EXPECTATIONS OF GOVERNMENT 
PLANNERS, WHO ARE SERIOUSLY CONCERNED THAT 
PUBLIC SECTOR PRESSURES FOR WAGE INCREASES 
AND THE GOVERNMENT'S INABILITY TO ADEQUATELY 
RESPOND TO GENUINE NEEDS WITHOUT RESORTING 
TO INFLATIONARY PRINTING OF UNBACKED CURRENCY 
WILL PROVOKE SERIOUS SOCIAL UNREST. 

13. (C) THESE SERIOUS SHORTCOMINGS NOTWITHSTANDING, 
IN THE LONGER PERSPECTIVE PRESIDENT PAZ FACES THE 
EVEN MORE FORMIDABLE PROBLEM OF TRYING TO REACTIVATE 
THE BOLIVIAN ECONOMY. HE MUST CREATE CONDITIONS 
NECESSARY TO INSPIRE FURTHER THE CONFIDENCE OF 
BOLIVIAN INVESTORS AND ATTRACT SIGNIFICANT FOREIGN 
INVESTMENT IN ORDER TO INCREASE EMPLOYMENT 
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OPPORTUNITIES, PRODUCTION AND INTERNAL CONSUMPTION 
WHILE AT THE SAME TIME EXPANDING BOLIVIA'S NARROW 
TAX BASE . THIS WILL BE A FORMIDABLE UNDERTAKING 
BECAUSE OF BOLIVIA'S HISTORIC REPUTATION AS A 
HIGH RISK COUNTRY FOR FOREIGN INVESTMENT, AND 
BECAUSE OF THE RELUCTANCE OF BOLIVIA'S SMALL 
ENTREPRENEURIAL CLASS TO INVEST IN ANY VENTURE 
THAT IS LESS THAN 100 PERCENT SAFE . 

14. (C) THE LEGACY OF THE 1952 REVOLUTION IS 
ANOTHER OBSTACLE TO ECONOMIC REVITALIZATION. 
AFTER 33 YEARS OF GOVERNMENTS THAT, TO A GREATER 
OR LESSER DEGREE, HAVE ESPOUSED POPULIST IDEOLOGY 
AND A STATE-CONTROLLED ECONOMY, MOST BOLIVIANS 
BELIEVE AS AN ARTICLE OF FAITH THAT ALL CAPITALISTS 
ARE EVIL EXPLOITERS OF THE MASSES AND THAT FOREIGN 
INVESTORS ARE THE MOST PERNICIOUS OF THE LOT. 

POLITICAL MATURITY STILL ELUSIVE 

15. (C) DESPITE RECENT PROGRESS IN REAFFIRMING 
THE DEMOCRATIC PROCESS, IN MANY RESPECTS BOLIVIA 
IS STILL IN ITS POLITICAL ADOLESCENCE. POLITICAL 
INSTABILITY, GENERALLY EXACERBATED BY TIMES OF 
ECONOMIC CRISIS, IS A DIFFICULT LEGACY TO OVERCOME 
WHILE DEMOCRATIC AND INSTITUTIONAL MATURITY REMAIN 
ELUSIVE. 

16. (C) ONE OF THE MOST PROMISING STEPS FORWARD, 
"THE PACT FOR DEMOCRACY" SIGNED BY THE MNR AND THE 
ADN IN OCTOBER, REMAINS SUBJECT TO ON-AGAIN, 
OFF-AGAIN STRESS. DESPITE THE DOCUMENT'S NOBLE 
INTENTIONS TO DEFEND THE DEMOCRATIC PROCESS, THE 
MNR AND THE ADN FIND THEMSELVES AT TIMES IN AN 
UNEASY ALLIANCE. IN THE INITIAL PERIOD OF THE 
PACT THE ADN RIGHTLY FELT THAT THE MNR WAS NOT 

HONORING ITS UNWRITTEN AGREEMENT TO PLACE ADN 
LOYALISTS IN KEY SLOTS SUCH AS THE PRESIDENCIES 
OF THE DEPARTMENTAL (STATE) DEVELOPMENT CORPORATIONS. 
PAZ ESTENSSORO, FOR HIS PART, WAS CRITICIZED BY FELLOW 
MNR MEMBERS FOR YIELDING THESE AND OTHER IMPORTANT 

PATRONAGE POSITIONS TO THE ADN, INSTEAD OF REWARDING 
HUNGRY PARTY FAITHFUL. THE CAUDILLO LEADERSHIP 
STYLES OF PAZ AND HIS ADN COUNTERPART HUGO BANZER, 
HOWEVER, HAVE SERVED TO KEEP THEIR PARTISANS 
GENERALLY IN LINE. 
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17. (C) WHILE THE PACT IS STILL FAR FROM FOUNDERING 
ON MUTUAL MISTRUST AND PARTISAN JEALOUSIES, IT 
HAS HAD OTHER ROCKY MOMENTS. SOME MORE TEMPESTUOUS 
ADN MEMBERS HAVE ADVOCATED WITHDRAWING FROM THE PACT 
USING AS A PRETEXT ALLEGED MNR FAILURE TO COOPERATE 
•'-"· END OF CABLE •'-''• 
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ON ISSUES SUCH AS THE ADN-SPONSORED ELECTORAL REFORM 
BILL (WHICH FINALLY PASSED IN THE SPECIAL SESSION 
OF CONGRESS) AND THE ELECTION OF THE LEADERSHIP OF 
BOTH HOUSES OF CONGRESS. WHILE SOME SHORT-SIGHTED 
ADN TYPES MAY BE MOTIVATED SIMPLY BY A DESIRE TO 
SINK PAZ AND THE MNR BY ABANDONING THE PACT , 
OTHERS ARE MOTIVATED BY FEARS THAT THE MNR/ADN 
ARRANGEMENT IS LOOKING INCREASINGLY LIKE CO-GOVERNMENT, 
AND THAT THE ADN WILL BE FORCED TO SHARE THE 
POLITICAL BLAME FOR HARD TIMES IMPOSED BY THE MNR. 

18. (C) WHAT THESE CRITICS OVERLOOK IS THE 
POSSIBLITY -- STILL TENUOUS BUT NEVERTHELESS 
PRESENT - - THAT BY COOPERATING MORE FULLY WITH 
THE MNR IN THE IMPLEMENTATION OF WHAT IS ESSENTIALLY 
AN ADN FORMULA FOR ECONOMIC RECOVERY AND 
RATIONALIZATION, THEREBY ENHANCING THE CHANCES 
OF THAT PROGRAM'S SUCCESS, THE ADN STANDS A CHANCE 
TO SHARE THE CREDIT FOR PULLING BOLIVIA OUT OF 
ITS WORST ECONOMIC SLUMP IN OVER 50 YEARS. 

CONGRESS: MIXED REVIEWS 

19. (C) IF THE BEHAVIOR OF THE TWO MAJORITY 
PARTIES HAS BEEN LESS THAN MATURE, THAT OF MOST 
OF THE LEFTIST MINI-PARTIES HAS BEEN INFANTILE . 
THEIR REPRESENTATIVES IN CONGRESS HAVE CONSIS­
TENTLY OBSTRUCTED EFFORTS TO DEBATE AND APPROVE 
CRUCIAL LEGISLATION THAT DOES NOT FIT INTO THEIR 
POLITICAL SCHEME, AND HAVE USED THE FLOOR OF 
CONGRESS AS VIRTUALLY THE ONLY FORUM AVAILABLE 
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TO THEM TO DISPLAY THEIR ORATORICAL SKILLS AND 
USUALLY EXTREME IDEOLOGICAL POSITIONS. THE 
ATTITUDE OF MANY OF THESE PARTIES IN OPPOSING 
TAX AND ELECTORAL REFORM AND IN SUPPORTING THE 
RECENLTY CONCLUDED COB-SPONSORED PLEBISCITE 
HAS BEEN OPENLY OBSTRUCTIONIST. 

20. (C) BLAME FOR CONGRESS'S LACK OF SERIOUSNESS AND 
PRODUCTIVITY CANNOT, HOWEVER, BE PLACED EXCLUSIVELY 
ON THE SHOULDERS OF THE MINI-PARTIES. SENATORS AND 
DEPUTIES OF THE LARGER BLOCS (MNR, ADN AND MIR) ALSO 
HAVE BEEN GUILTY OF NOT TAKING THEIR LEGISLATIVE 
DUTIES SERIOUSLY, FAILING TO TAKE PART IN IMPORTANT 
COMMITTEE WORK, ATTEND KEY SESSIONS AND PARTICIPATE 
IN CRUCIAL VOTES. ALTHOUGH THE SPECIAL SESSION --
MADE NECESSARY BY CONGRESS'S FAILURE TO ACT ON PRIORITY 
ITEMS OF THE LEGISLATIVE AGENDA -- DID APPROVE SEVERAL 
IMPORTANT PIECES OF LEGISLATION, IT WAS THE EXCEPTION 
THAT CONFIRMED THE RULE THAT IN GENERAL CONGRESS HAS 
FAILED TO BITE THE BULLET ON NUMEROUS TOUGH ISSUES. 
STILL UNRESOLVED ARE: 

-- THE PROPOSAL FOR ADMINISTRATIVE DECENTRALIZATION, 
RETURNING A GREATER DEGREE OF TAX COLLECTION/DISBURSEMENT 
AND POLITICAL AUTONOMY TO DEPARTMENTAL (STATE) AND 
ELECTED MUNICIPAL GOVERNMENTS, IS PARALYZED IN COMMITTEE. 

-- A BILL ON "MORALIZATION" IN THE PUBLIC 
ADMINISTRATION, MORE CLEARLY STIPULATING CRIMES AND 
PROVIDING STIFFER SANCTIONS, ALSO LANGUISHES AFTER 

HAVING BEEN DEFERRED BY THE SPECIAL SESSION OF CONGRESS 
TO THE UPCOMING LEGISLATIVE SESSION. 

-- PROPOSED CONSTITUTIONAL AMENDMENTS ON ELECTORAL 
PROCEDURES AND THE VOTE FOR UNMARRIED 18-YEAR-OLDS, 
WHICH WILL HAVE TO BE APPROVED BY TWO CONSECUTIVE 
LEGISLATURES, HAVE NOT EVEN MADE IT TO THE FLOOR FOR 
DEBATE. 

A NEW COMPREHENSIVE NARCOTICS LAW (TO REPLACE 
,._,._ END OF CABLE ,._,,, 
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THE MAY 1985 SUPREME DECREE) PRESENTED DURING THE 
1985-86 CONGRESS STILL LANGUISHES IN COMMITTEE, WHILE 
BILLS DEFINING LEGAL VERSUS ILLEGAL COCA GROWING AREAS 
AND REGULATING FORCED ERADICATION OF ILLICIT PRODUCTION 
ARE STILL IN THE DRAFTING STAGE. 

-- NOTHING HAS BEEN DONE ON THE PROPOSAL, PRESENTED 
DURING THE LAST LEGISLATURE, FOR MODIFYING THE ARCHAIC 
RULES OF DEBATE USED BY BOTH CHAMBERS, RULES WHICH ALLOW 
THE MINI-PARTIES ABSOLUTE FREEDOM TO FILIBUSTER AND 
OBSTRUCT THE CONSIDERATION OF ESSENTIAL LEGISLATION. 

-- NEITHER CHAMBER HAS SHOWN ANY INTEREST IN 
CENSORING OR EXPELLING MEMBERS WHO IN THE PAST HAVE 
HAD WELL-KNOWN CONNECTIONS WITH NARCOTICS TRAFFICKING. 

BETTER ADMINISTRATION RECORD 

21. (C) THE EXECUTIVE'S REPORT CARD FOR THE PAST 12 
MONTHS IS CONSIDERABLY BETTER THAN THAT OF THE CONGRESS, 
BUT STILL CONTAINS SOME LOW GRADES. PAX ESTENSSORO'S 
SECOND CABINET, WHICH TOOK OFFICE IN JANUARY, REPRESENTS 
A MARKED IMPROVEMENT OVER ITS PREDECESSOR IN SEVERAL 
KEY MINISTRIES -- PLAMNING/COORDINATION, FINANCE, ENERGY, 
MINING AND INFORMATION - - BUT STILL HAS SOME DEADWOOD. 
EDUCATION MINISTER ENRIQUE MELGAR IPINA HAS BEEN ALOOF 
AND INEPT IN DEALING WITH BOLIVIA'S HIGHLY ORGANIZED 
AND MILITANT PUBLIC SCHOOL TEACHERS. THE RESULT HAS 
BEEN PROLONGED STRIKES WHICH WILL MAKE IT DIFFICULT 
IF NOT IMPOSSIBLE -- TO COMPLETE THE REGULAR SCHOOL 
CALENDAR. AGRICULTURE AND PEASANT AFFAIRS MINISTER 
EDIL SANDOVAL MORON OPERATES UNDER THE TWIN CLOUDS OF 
HIS ALLEGED EARLIER INVOLVEMENT IN NARCOTICS TRAFFICKING 
AND HIS CONNECTIONS WITH THE SANDOVAL MORON "MAFIA" 
IN SANTA CRUZ. AS A "CRUCENO" OF PURE EUROPEAN STOCK, 
THE MINISTER HAS LITTLE RAPPORT WITH OR UNDERSTANDING 
OF THE VAST MAJORITY OF BOLIVIA'S INDIGENOUS PEASANT 
POPULATION. INDUSTRY MINISTER ROBERTO GISBERT --
WHO FIZZLED AS FINANCE MINISTER IN PAZ'S FIRST CABIMET 
HAS PUT IN A GENERALLY LACKLUSTRE PERFORMANCE IN HIS 
NEW POSITION, AS HAVE HIS COLLEAGUES IN THE URBAN 
AFFAIRS AND INTEGRATION PORTFOLIOS. 

22. (C) THE EXECUTIVE'S APPOINTMENTS TO A NUMBER OF 
HIGH-LEVEL POSITIONS IN LA PAZ AND IN BOLIVIAN EMBASSIES 
ABROAD, HOWEVER, HAVE BEEN GUIDED FAR MORE BY THE 
INDIVIDUAL'S FAMILY OR PARTISAN CONNECTIONS THAN BY 
HIS TALENTS OR INTEGRITY. PAZ ESTENSSORO'S AMBASSADORIAL 
APPOINTMENTS TO LIMA, BOGOTA AND CARACAS, FOR EXAMPLE, 
HAVE GONE TO OLD-LINE MNR HACKS WITH LITTLE EXPERIENCE 
IN FOREIGN AFFAIRS. THE AMBASSADOR-DESIGNATE TO BOGOTA, 
TO CITE THE WORST EXAMPLE, rs A FORMER MINISTER SECRETARY 
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AND AN INVETERATE COUP PLOTTER FOR WHOM THE COLOMBIAN 
GOVERNMENT HAS YET TO GRANT AGREMENT. OTHER TOP 
POSITIONS IN EMBASSIES, CONSULATES AND DECENTRALIZED 
ENTITIES HAVE GONE TO PAZ ESTENSSORO RELATIVES WITH 
LITTLE OR NO TRAINING OR APTITUDE FOR SUCH KEY JOBS. 
ONE MAJOR EXCEPTION IS THE HARD-\WRKIMG AND COMPETENT 
AMBASSADOR TO THE U.S. , FERNANDO !LLANES. 

23. (C) THE SINS OF OMISSION COMMITTED DURING PAZ'S 
FIRST YEAR CONSIST LARGELY OF OPPORTUNITIES LOST . 
FOR EXAMPLE: 

THE GOVERNMENT HANDLED ITS SCHEME TO COLLECT A 
FORCED "PATRIOTIC" LOAN BASED ON THE NEW WORTH 
OF FIRMS AND INDIVIDUALS VERY BADLY FROM A PUBLIC 
RELATIONS PERSPECTIVE AND THE PLAN FAILED MISERABLY. 

THE ADMINISTRATION'S INITIAL OPEN OPPOSITION TO 
THE COB PLAN TO CONDUCT A "POPULAR CONSULTATION" 
ON GOVERNMENT ECONOMIC POLICY ALMOST ADDED 
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,._,,,_,,-", SECTION BREAK ,._,,,_,._,,._, 
-e-6-~ FIB~ MI I A~ SECTION 12 OF 14 LA PAZ 06832 

DIA FOR IR BRANCH; USCINCSO ALSO FOR POLAD 

E.0. 12356: DECL: OADR 
TAGS: BL, PGOV, SNAR, PINR, PINS, ELAB, ECON 
SUBJECT : PAZ ESTENSSORO'S FIRST YEAR: PROGRESS REPORT 

LEGITIMACY AND LUSTRE TO WHAT TURNED OUT TO BE 
A RIGGED, POORLY ORGANIZED FARCE. THE GOVERNMENT 
STEPPED BACK IN TIME, HOWEVER, AND ALLOWED THE 
PLEBISCITE TO SPUTTER TO AN EMBARRASSING INCONCLUSION. 

THE GOVERNMENT THUS FAR HAS FAILED TO "SELL" THE 
TAX REFORM TO THE PUBLIC. EVEN MORE EGREGIOUSLY, 
IT FAILED TO MOVE QUICKLY TO IMPLEMENT THE NEW 
REVENUE MEASURES WHILE PUBLIC OPINION WAS STILL 
SOMEWHAT OPEN-MINDED TOWARD THE REFORM. 

THE RULING MNR, WHICH TO A LARGE DEGREE OWES ITS 
POLITICAL LONGEVITY TO J>EASANT SUPPORT DATING FROM 
THE 1953 AGRARIAN REFORM, SEEMS TO HAVE LOST TOUCH 
WITH ITS NATURAL CONSTITUENCY AND ALLOWED THE COB 
TO CO-OPT IT THROUGH RADICAL PEASANT FEDERATIONS 
AND PROFESSIONS OF "WORKER/PEASANT SOLIDARITY." 

III. NEAR TERM OUTLOOK 
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24. (C) THERE IS A SMALL GLIMMER OF LIGHT AT THE END OF 
THE ECONOMIC TUNNEL. BOLIVIA'S CREDIBLE EFFORTS TO 
RATIONALIZE THE ECONOMY AND THE PROMISING START IN 

NARCOTICS CONTROL RAISES PROSPECTS OF AN INCREASING 
FLOW OF U.S. AND INTERNATIONAL FINANCIAL ASSISTANCE OVER 
THE NEAR- TO MEDIUM-TERM. DOMESTICALLY, THE GOVERNMENT 
WILL PROBABLY BE MODERATELY SUCCESSFUL IN IMPLEMENTING 
THE NEW TAX LEGISLATION. USING MECHANISMS CURRENTLY 
BEING DEVISED AND IMPLEMENTED THE GOVERNMENT SHOULD BE 
ABLE TO GREATLY EXPAND ITS TAX BASE, ESPECIALLY THROUGH 
COLLECTION OF TAXES ON THE MOST VISIBLE MANIFESTATIONS 
OF WEALTH, SUCH AS LUXURY HOUSING, AUTOMOBILES, TRUCKS 
AND OTHER MEANS OF TRANSPORT. GOVERNMENT REVENUES FROM 
CUSTOMS COLLECTIONS SHOULD ALSO INCREASE, AS REFORMS 
NOW BEING IMPLEMENTED BEGIN TO TAKE EFFECT. MOREOVER, 
INCOME FROM THE SALE OF PETROLEUM PRODUCTS, 
SHOULD CONTINUE TO PROVIDE 
SIGNIFICANT REVENUES TO THE NATIONAL TREASURY. 

25. (C) ON THE NEGATIVE SIDE, IT WILL BE EXTREMELY 
DIFFICULT AND POLITICALLY RISKY TO COLLECT THE NEW TAXES 
FROM THE LARGE INFORMAL OR UNDERGROUND SECTOR OF THE 
NON -NARCOTICS RELATED ECONOMY. IMPLEMENTING THE NEW 
TAXES ON RURAL LANDHOLDINGS WILL BE EQUALLY DIFFICULT, 
SINCE BOLIVIAN PEASANTS ARE NOT USED TO PAYING TAXES, 
AND CAN BE EASILY MANIPULATED BY THEIR EXTREME LEFT 
LEADERSHIP. 

26. (C) AT THE SAME TIME, THE CRACKDOWN ON COCAINE 
PRODUCTION AND TRAFFICKING MAY HAVE A NEGATIVE IMPACT 
ON ECONOMIC STABILITY. THE EFFECT OF THE INTERRUPTION 
OF THE FLOW OF NARCODOLLARS INTO BOLIVIA'S ECONOMY 
COULD DRIVE THE PRICE OF THE DOLLAR UP. THE GOVERNMENT'S 
SCARCE FOREIGN EXCHANGE RESERVES COULD BE DRAINED AS THE 
CENTRAL BANK TRIES TO SATISFY THE DEMAND FOR DOLLARS 
AND MAINTAIN THE EXCHANGE RATE THROUGH THE DAILY 
"BOLSIN" AUCTION MECHANISM. IF THE PESO STARTS TO FALL 
AGAIN AS IT DID DURING THE SILES ZUAZO REGIME THE ALMOST 
CERTAIN AUTOMATIC AND IMMEDIATE EFFECT WILL BE RENEWED 
INFLATION. GOVERNMENT ECONOMIC PLANNERS AND MANAGERS 

WILL HAVE TO BE EXTREMELY ALERT AND CAREFUL UNDER THESE 
RADICALLY DIFFERENT CIRCUMSTANCES. 

27. (C) THE GOVERNMENT WILL PROBABLY PROCEED CAUTIOUSLY 
WITH ITS PLANS TO REDUCE THE BUDGETARY DEFICIT THROUGH 
REDUCTIONS IN THE PUBLIC SECTOR WORK FORCE. THE 
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"l-TENTIAL FOR LONGER RANGE SAVINGS IS SIGNIFICANT AS 
PAYROLLS ARE DRASTICALLY CUT, BUT THE POTENTIAL FOR 
SERIOUS SOCIAL DISLOCATION AND VIOLENCE IS ALSO HIGH. 
AS IT IS, PUBLIC SECTOR EMPLOYEES HAVE ONLY LIMITED 
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ADMINISTRATIVE/TECHNICAL CAPABILITY TO DEAL WITH THE 
MANY PROBLEMS FACING THE COUNTRY AND TO IMPLEMENT 
SOLUTIONS. THE BOLIVIAN PRIVATE SECTOR'S CAPACITY TO 
ABSORB LAID-OFF PUBLIC EMPLOYEES AND CREATE NEW JOBS IS 
SEVERELY LIMITED. EVEN THE STATES' ABILITY TO PROVIDE 
LEGALLY-MANDATED SERVERANCE BENEFITS WILL BE SORELY 
TESTED UNLESS THE GOVERNMENT RECEIVES IMMEDIATE OUTSIDE 
ASSISTANCE. FOOD FOR WORK PROGRAMS IN URBAN CENTERS 
SHOULD HELP MEET THE MOST IMMEDIATE AND BASIC NEEDS 
OF THE RECENTLY LAID-OFF AND THE CHRONICALLY UN- AND 
UNDER-EMPLOYED, BUT THE PROGRAM'S SCOPE IS LIMITED 
BY THE AMOUNT OF U.S. FOOD AID AVAILABLE AND THE 
CAPACITY OF DIFFERENT PUBLIC AND PRIVATE ENTITIES TO 
ADMINISTER THESE PROGRAMS. THESE ARE PATCHWORK 
SOLUTIONS, HOWEVER, SINCE BOLIVIA'S ECONOMIC/EMPLOYMENT 
PROBLEMS ARE FUNDAMENTALLY STRUCTURAL. IN THE LONGER 
RUN ONLY SUBSTANTIAL INTERNAL MIGRATION, EMIGRATION 
AND ECONOMIC REVIVAL WILL SUCCEED IN RE-ESTABLISHING 
A DEGREE OF ECONOMIC EQUILIBRIUM IN SUCH A SEVERELY 
DISTORTED ECONOMY. 

28. (C) DESPITE THE FAILURE THUS FAR OF THE COB TO 
DISCREDIT THE GOVERNMENT'S ECONOMIC POLICY AND PROVOKE 
THE DOWNFALL OF PAZ ESTENSSORO, AND DESPITE THE SERIOUS 
INTERNAL DIVISIONS THAT EXIST WITHIN THE COB, WE EXPECT 
ORGANIZED LABOR TO CONTINUE ITS DESTABILIZING EFFORTS. 
THE COB WILL FIND WILLING HELPERS IN MANY SECTORS OF THE 
LABOR FORCE, PARTICULARLY GROSSLY UNDERPAID PUBLIC 
SECTOR EMPLOYEES (ROUGH AVERAGE SALARY 60 DOLLARS A 
MONTH), UNLESS THE GOVERNMENT FINDS A WAY TO IMPROVE 
SIGNIFICANTLY THEIR PURCHASING POWER WITHOUT PROVOKING 
INFLATION. THESE POLITICAL DYNAMICS CREATE POTENTIAL 
FOR INCREASING LABOR UNREST AND DETERMINED GOVERNMENT 
RESPONSE, INCLUDING THE USE OF THE CONSTITUTIONAL 
STATE OF SIEGE, AS THE MIDDLE, LOWER MIDDLE, AND 
LABORING CLASS EXHAUST THEIR MEAGRE SAVINGS AND THE 
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EXTENDED FAMILY DEFENSE MECHANISM CHARACTERISTIC OF A 
LARGELY TRADITIONAL SOCIETY SUCH AS BOLIVIA'S BEGINS 
TO FALTER. WE BELIEVE THAT THE BOLIVIAN ARMED FORCES 
WILL SUPPORT THE CONSTITUTIONAL GOVERNMENT IN THE EVENT 
THAT ECONOMC DESPERATION PRODUCES SPONTANEOUS AND 
FAIRLY WIDESPREAD SOCIAL UNREST. THE GOVERNMENT'S 
AND THE ARMED FORCES' CAPACITIES TO CONTAIN SUCH 
UNREST, HOWEVER, HAVE VERY MODEST LIMITS. 

29. (C) OPERATION "BLAST FURNACE," THE GOVERNMENT'S 
RECENTLY LAUNCHED FRONTAL ATTACK ON COCAINE PRODUCTION 
AND TRAFFICKING, ON BALANCE WILL PROBABLY INCREASE 
PUBLIC SUPPORT FOR PAZ ESTENSSORO, ESPECIALLY IF "BLAST 

FURNACE'S" INITIAL SUCCESSES IN DISRUPTING THE NARCOTICS 
TRADE CONTINUE THROUGHOUT THE 60-DAYS PLANNED FOR THE 
OPERATION AND BEYOND. THE EXTREME LEFT'S EFFORTS TO 
CAPITALIZE ON THE CLOUDY CONSTITUTIONALITY OF THE 
PRESENCE OF U.S. MILITARY PERSONNEL, EVEN THOUGH THEY 
ARE HERE IN A CLEARLY NON-CmlBAT CAPACITY, WILL 
PROBABLY FAIL IN THE SAME GENERAL PROPORTION THAT THE 
INTERDICTION EFFORTS SUCCEED. IF "BLAST FURNACE" FAILS 
TO PRODUCE THE RESULTS WHICH WE AND MOST BOLIVIANS 
WANT AND ANTICIPATE, IT COULD BECOME THE POINT OF THE 
LANCE BEHIND WHICH A WIDE VARIETY OF THE GOVERNMENT'S 
ENEMIES CONCENTRATE THEIR FORCE. 

30 . (C) THE CONTINUATION OF BOLIVIA'S CAUTIOUS PROGRESS 
ALONG THE PATH OF DEMOCRATIC CONSOLIDATION AND INCREASED 
POLITICAL MATURITY DEPENDS CLEARLY ON CONTINUED SUCCESS 
IN THE AREAS OF ECONOMIC REFORM/GROWTH AND NARCOTICS 
CONTROL. CHALLENGES TO THE TAX REFORM AND TO "BLAST 
FURNACE" IN CONGRESS WILL PROBABLY NOT SIGNIFICANTLY 
UNDERMINE PAZ ESTENSSORO'S MANDATE. WE 
ANTICIPATE FEW SIGNIFICANT CABINET CHANGES THIS AUGUST, 
THE TRADITIONAL TIME FOR RESHUFFLING THE MINISTERIAL 
TEAM AND REPLACING MEDIOCRE OR INEFFECTIVE MEMBERS 
;'"" END OF CABLE ;'<;'< 
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31. (C) MOST OF THE ROUGH EDGES HAVE BEEN POLISHED 
FROM THE ADN/MNR "PACT FOR DEMOCRACY," AND, ON THE 
WHOLE, THE CENTRIPETAL FORCES HOLDING THE MNR AND THE 
ADN TOGETHER FAR OUT-WEIGH THE FORCES DRIVING THEM 
APART. THE ADN LEADERSHIP CLEARLY UNDERSTANDS THAT 
THIS GOVERNMENT IRONICALLY OFFERS THE BEST AND PERHAPS 
LAST CHANCE TO FUNDAMENTALLY TRANSFORM THIS COUNTRY'S 
ECONOMIC STRUCTURE TO CONFORM TO NORMS THAT ARE MORE 
RATIONAL, MODERN AND COMPATIBLE WITH PRIVATE SECTOR 
PHILOSOPHY. PAZ ESTENSSORO AND THE MORE INTELLIGENT 
MEMBERS OF HIS PARTY UNDERSTAND WITH EQUAL CLARITY 
THAT, DESPITE THE SMALLNESS OF THE STAGE, THEY ARE 
ACTORS IN A HISTORIC PROCESS OF CONSOLIDATION AND 
TRANSFORMATION; THAT HISTORY WILL JUDGE THEM ON THEIR 
SUCCESS OR FAILURE; AND THAT WITHOUT THE ADN'S SUPPORT 
SUCCESS WILL BE VERY ELUSIVE. 

(DRAFTED BY:POL:WLOFSTROM) BIGGS 
''"'' END OF CABLE ,.,,., 
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1. SUMMARY: THE "FIRST MEETING TOWARD A PARAGUAY­
BOLIVIAN DIALOGUE", A PRIVATE EVENT HELD IN ASUNCION 
FROM 10-15 AUGUST, OFFERED AN OPPORTUNITY FOR INTEL­
LECTUALS AND FORMER GOVERNMENT OFFICIALS OF BOTH 
NATIONS TO LAY THE FOUNDATION FOR WHAT PROMISES TO 
BE A CONTINUING EFFORT AT "GETTING TO KNOW YOU." 
BOLIVIAN EXPERTS DISCUSSED SUCH TOPICS AS "INTERNATIONAL 
RIVERS", "INTEGRATION AND THE LA PLATA WATERSHED", AND, 
IMPORTANTLY, IN LIGHT OF RECENT ARGENTINA-BRAZIL 
INITIATIVES, "INTEGRATION AND LESS DEVELOPED NATIONS . " 
THE PARAGUAYAN MEDIA REPORTED THE EVENT THROUGHOUT. 
THIS PRESS COVERAGE SUPPORTED THE AIM OF THE PRIVATELY 
SPONSORED CONFAB TO REVERSE NEARLY A HALF-CENTURY OF 
NEIGHBORLY NEGLECT THAT FOLLOWED THE 1938 TREATY OF 
PEACE THAT OFFICIALLY ENDED THE WAR OF THE CHACO. AS 
THERE WAS NO OFFICIAL LINE TO FOLLOW, REACTIONS WE 
RECEIVED FROM RULING COLORADO PARTY POLITICIANS 
RANGED FROM "FASCINATING" TO "FATUOUS". WE UNDER-
STAND THAT THE DIALOGUE WILL BE CONTINUED SOON, THIS 
TIME BY A PARAGUAYAN DELEGATION WHICH WILL VISIT 
LA PAZ AND COCHABAMBA. END SUMMARY. 

2. THE PARAGUAYAN INSTITUTE OF GEOPOLITICAL AND 
INTERNATIONAL STUDIES, AND THE FACULTY OF JURIDICAL 
AND DIPLOMATIC SCIENCES OF THE CATHOLIC UNIVERSITY, 

BY 
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PARAGUAY, WITH FUNDING FROM THE GERMAN LIBERAL 
DEMOCRATIC PARTY FRIEDRICH NAUMANN FOUNDATION COMBINED 
TO STAGE IN ASUNCION AN INTERESTING "PRIMER ENCUENTRO 
PARA EL DIALOGO PARAGUAYO-BOLIVIANO", FROM 10-15 AUGUST. 
PANELISTS FROM BOLIVIA GAVE A SERIES OF LECTURES ON A 
WIDE RANGE OF REGIONAL TOPICS OF INTEREST TO BOTH 
NATIONS. THE INTENDED EFFECT WAS TO WORK A RECON­
SIDERATION OF THE OFFICIAL BOLIVIA-PARAGUAY 
RELATIONSHIP WHICH FOR MORE THAN A HALF-CENTURY 
HAS NEVER BEEN VERY CLOSE NOR VERY CORDIAL. 
THE FOUNDATIONS FOR THIS MEETING WERE LAID TWO 
YEARS AGO WHEN NOTED BOLIVIAN HISTORIAN AND AUTHOR, 
PROF. CRESPO RODAS, VISITED ASUNCION TO VISIT HIS 
DAUGHTER (WHO IS MARRIED TO AN EMBOFF) AND MET 
WITH A GROUP OF PARAGUAYAN HISTORIANS. ALTHOUGH 
THIS RECENT ENCOUNTER IS ENTIRELY OUTSIDE OF 
GOVERNMENTAL CHANNELS, IT SHOULD HAVE A POSITIVE 
IMPACT ON INTER-GOVERNMENTAL RELATIONS AND ENHANCE 
THE ATMOSPHERE FOR THE VISIT BY PARAGUAYAN FORMIN 
SALDIVAR TO LA PAZ AUGUST 26. WE UNDERSTAND THIS 
WILL BE THE FIRST MINISTERIAL LEVEL BILATERAL 
MEETING IN TEN YEARS. IT SHOULD ALSO ASSIST THE 
EFFORTS OF BOLIVIAN AMBASSADOR TO PARAGUAY IRIARTE 
TO REJUVENATE THE PARAGUAYAN-BOLIVIAN MIXED 
COMMISSION, WHICH HAS BEEN INACTIVE FOR TEN YEARS. 

3. PERHAPS THE MOST STRAIGHTFORWARD OVERVIEW OF THE 
BOLIVIA-PARAGUAY RELATIONSHIP WAS GIVEN BY BOLIVIA'S 
DR. JOSE LUIS ROCA, FORMER MINISTER OF EDUCATION AND 
PROFESSOR OF HISTORY AT SAN ANDRES UNIVERSITY, LA PAZ 
IN AN INTERVIEW WITH THE PARAGUAYAN DAILY ULTIMA HORA. 
ROCA CLAIMED THAT "BOLIVIA AND PARAGUAY DON'T KNOW EACH 
OTHER." TO PROVE HIS POINT, HE NOTED THAT IN THE AFTER­
MATH OF THE 1938 CHACO PEACE TREATY, THE TWO NATIONS 
HAD INITIALED 10 TREATIES INVOLVING EVERYTHING FROM 
ECONOMIC INTEGRATION, TO HIGHWAY DEVELOPMENT, AND 
CULTURAL EXCHANGES, BUT THE INK WAS NO SOONER DRY 
THAN EFFORTS TO EFFECT A POLITICAL RAPPROCHEMENT AND 
ECONOMIC ENTENTE WERE FORGOTTEN. ROCA CLAIMED THAT 
LITTLE INFORMATION WAS AVAILABLE IN BOLIVIA ON 
PARAGUAY, AND OF ALL ITS NEIGHBORS, PARAGUAY WAS THE 
LEAST KNOWN (AND, UNSPOKEN, THE LEAST IMPORTANT). 

4. FORMER BOLIVIAN CHANCELLOR GUSTAVO MEDEIROS STATED 
THAT "FOR BOLIVIA, PARAGUAY IS AN IMPORTANT NEIGHBOR"; 
THIS JOT OF STATESMANSHIP WAS FOLLOWED BY A DOLLOP OF 
HARD TRUTH WHEN DR. MEDEIROS NOTED THAT THE BOLIVIA­
PARAGUAY RELATIONSHIP LACKED THE SINE QUA NON OF 
ECONOMIC INTEGRATION, VIZ., A GOOD NETWORK OF CONNECT-
ING RAILS OR ROADS. MEDEIROS (AND OTHERS) NOTED THAT 
THE BOLIVIAN SECTOR OF THE TRANS-CHACO ROUTE--OSTENSIBLY, 

********** ....G ..0 ~¢ F I B :S H T I fr,. E,-- ********** 



********** ~ 0 ~ I C--i!: N I I A L 

THE SPINAL COLUMN OF BOLIVIAN-PARAGUAYAN TRADE--IS IN 
TERRIBLE CONDITION AND WILL PROBABLY REMAIN SO UNTIL 
BOLIVIA CAN SHED ITS NUMEROUS ECONOMIC PROBLEMS. (ON 
THE PARAGUAYAN SIDE, THE PAVING OF THE TRANS-CHACO 
** END OF CABLE** 
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BEGAN MORE THAN 15 YEARS AGO, AND HAS CONTINUED AT A 
SNAIL'S PACE. MORE THAN ANYTHING, THE WAY THE TWO 
NATIONS HAVE TREATED THIS HIGHWAY SEEMS THE EPITOME 
OF THE OFFICIAL BOLIVIA-PARAGUAY RELATIONSHIP.) 

5. PERHAPS THE LEAST CANDID OF THE TALKS WAS THAT BY 
DR. EDGAR CAMACHO OMISTE, FORMER BOLIVIAN CHANCELLOR 
AND MINISTER OF FOREIGN RELATIONS. CAMACHO, SPEAKING 

********** 

ON INTEGRATION AND THE COMMON MARKET, HELD THAT PARAGUAY 
AND BOLIVIA HAD NOT BEEN LEFT OUT OF THE INTEGRATIVE 
PROCESS RECENTLY INITIATED BY ARGENTINA AND BRAZIL. 
THE EXPERT FELT THAT BECAUSE OF A SPONTANEOUS AND 
"NATURAL TENDENCY", THE CUENCA DE LA PLATA NATIONS WERE 
RAPIDLY ESTABLISHING A REGIONAL INTERDEPENDENCE. HE 
ADDED, ALTHOUGH SOME WOULD DISAGREE, "I DON'T THINK 
THAT BOLIVIA AND PARAGUAY HAVE BEEN LEFT BEHIND." 

6. ALSO PRESENT ON THE BOLIVIAN SIDE WERE PROFESSORS 
MARCELO TERCERAS BANZER, (WHO SPOKE ON INTERNATIONAL 
RIVERS) AND ALBERTO CRESPO RODAS. THE PARAGUAYAN 
PARTICIPANTS WERE LED BY "GEOPOLITICO" PRESIDENT 
JULIA VELILLA DE ARRELLAGA, WHO AUTHORED A BOOK ON 
PARAGUAYAN-BOLIVIAN RELATIONS IN WHICH SHE DESCRIBED 
THE RELATIONSHIP AS SIAMESE TWINS JOINED AT THE BACK 
AND ALWAYS FORCED TO LOOK IN OPPOSITE DIRECTIONS. 
OTHER PARAGUAYAN SPEAKERS WERE ANTONIO SALUM FLECHA 
JERONIMO IRALA BURGOS, JOSE FERNANDEZ ESTIGARRIBIA, 
EFRAIN ENRIQUEZ GAMON, JOSE RIVAROLA MATTO, OSCAR 
YNSFRAN AND EX-INTERIOR MINISTER EDGAR YNSFRAN. 

7. THE MEETING WOUND UP ON 15 AUGUST WITH THE SIGNING 
OF AN "ACT OF ASUNCION" THAT CALLED FOR CONTINUED CON­
TACTS AND CLOSER RELATIONS WHILE BEING "RESPECTFUL OF 
THE SOCIOPOLITICAL PECULIARITIES AND ORIENTATIONS" OF 
THE TWO COUNTRIES. IT EXPRESSED A COMMITMENT "TO THE 
REPUBLICAN AND DEMOCRATIC SYSTEM AND THE EXISTENCE OF 
A STATE OF LAW, LIBERTY AND JUSTICE." 

********** ********** 
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8. TO CONCLUDE, THE BOLIVIANS MADE A GENUINE EFFORT 
TO ENTERTAIN SERIOUS DISCUSSIONS ON THE BILATERAL 
RELATIONSHIP. NONETHELESS, THEY WERE QUICK TO 

UNDERSCORE THE ESSENCE OF BOLIVIAN REALPOLITIK--THE 
EFFORT TO REGAIN AN OUTLET TO THE PACIFIC. SHOULD 
THE DIALOGUE CONTINUE, IT SHOULD BE INTERESTING TO 
NOTE IF · THE PARAGUAYAN EXPERTS WILL BE AS FRANK IN 
THEIR DISCUSSIONS AS THEIR INVITEES WERE. TAYLOR 
** END OF CABLE** 
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AMERICAN STATES (OAS), VISITED EL SALVADOR BETWEEN 
AUGUST 11-15 AND SPOKE WITH PRESIDENT DUARTE, HUMAN 
RIGHTS GROUPS, OFFICIALS OF THE MILITARY AND SECURITY 
FORCES, AND PRISON INMATES. THEIR PRIMARY INTERESTS 
SEEMED TO BE THE SITUATION OF DISPLACED PERSONS AND 
CLAIMS BY PRISONERS OF TORTURE AT THE HANDS OF THE 
SECURITY FORCES. THE DELEGATION ADVISED THAT THE REPORT 
OF THEIR VISIT WOULD NOT BE ISSUED FOR ABOUT TWO MONTHS 
AND THAT THEIR INTEREST IS FOCUSED ENTIRELY ON THE GOES, 
NOT ABUSES BY THE GUERRILLAS. 

9 . (U) NEW CDH OFFICE 

THE GOVERNMENTAL HUMAN RIGHTS COMMISSION (CDH) 
OFFICIALLY OPENED THEIR FOURTH REGIONAL OFFICE ON AUGUST 
15 IN USULUTAN, CAPITAL OF THE DEPARTMENT OF THE SAME 
NAME. LIKE THE REGIONAL OFFICES IN SAN MIGUEL, SANTA 
ANA, AND SAN VICENTE, THE USULUTAN OFFICE WILL RECEIVE 
COMPLAINTS, COMPILE STATISTICS, MONITOR ARRESTS AND THE 
TREATMENT OF ARRESTEES, NOTIFY FAMILIES OF THE DETENTION 
OF THEIR LOVED ONES, RAISE WITH THE APPROPRIATE 
COMMANDER ANY CREDIBLE CLAIMS OF MISTREATMENT, GIVE 
EDUCATIONAL TALKS ON HUMAN RIGHTS, AND ACT AS OMBUDSMAN 

FOR CITIZENS WHO DO NOT KNOW WHAT AUTHORITY TO APPROACH 
OR WHO ARE HESITANT TO DO SO. 

CORR 
** END OF CABLE* * 
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TERREP 

E.O. 12356: DECL:OADR 
TAGS: PTER, SHUM, PGOV, EC 
SUBJECT: TERRORISTS GUN DOWN POLICEMEN DURING 
RESCUE OPERATION 

1. (C} SUMMARY. THREE POLICEMEN WERE KILLED 
IN A HOSPITAL AUGUST 19 DURING A SUCCESSFUL OPERATION 
TO FREE A TERRORIST PRISONER. THE POLICEMEN, WHO 
DID NOT HAVE TIME TO FIRE THEIR WEAPONS, WERE 
SURPRISED BY SEVEN TERRORISTS DRESSED AS HOSPITAL 
PERSONNEL. THE MINISTER OF GOVERNMENT, WHO rs 
THREATENED WITH IMPEACHMENT BY AN OPPOSITION­
CONTROLLED CONGRESS FOR ALLEGED HUMAN RIGHTS 
VIOLATIONS BY POLICE, DECRIED LACK OF SUPPORT 

BY CRITICS AND POLITICAL OPPONENTS IN THE FIGHT 
AGAINST TERRORISM. ACCORDING TO A MINISTRY OF 
GOVERNMENT OFFICIAL, THE TERRORISTS ALMOST CERTAINLY 
INCLUDED COLOMBIAN M-19 TERRORISTS. END SUMMARY. 

2. (U) ACCORDING TO PRESS REPORTS, SEVEN TERRORISTS 
ARMED WITH MACHINE GUNS AND AUTOMATIC PISTOLS ENTERED 
A LOCAL QUITO HOSPITAL AUGUST 19, KILLED THREE 
POLICEMEN "IN COLD BLOOD," AND ESCAPED WITH AN 
ACCUSED TERRORIST, LEONARDO VERA VITALI, INVOLVED 
IN AN UNSUCCESSFUL KIDNAPPING LAST DECEMBER. VERA, 
STILL SUFFERING FROM A WOUND RECEIVED DURING THE 
BOTCHED KIDNAPPING, HAS BEEN IN AND OUT OF HOSPITALS 
SINCE HIS CAPTURE. THE THREE POLICEMEN DETAILED TO 
GUARD HIM APPARENTLY WERE SHOT AT CLOSE RANGE AND 

********** ~ 0 N F I D E N T I A & ******* *** 
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DECL: OAl:>R 

SUBJECT: LETTER FROM PRESIDENT REAGAN TO PRESIDENT PAZ 
<SIS 6._2S'4l.0) 

R(r: STATE 231,~S~ 

l,. C - (NT!"£ TEXT. 

2- EMBASSY SHOULD DELIVER THE fOLLOWING MESSAGE TO 
PRESIDENT PAZ £ST(NSSORO AS SOON AS POSSIBLE. BEGIN TEXT: 

D(AR MR. PRESIDENT: 

J AM D((PLY lMPR(SSED AND [NCOU~AG(O BY YOUR CONTINUED 
PERSONAL [ffO"TS TO DESTROY COCAINE TRAffIC IN .BOLIVIA. 
YOU" TIRELESS connlTMENT TO OUR JOINT NARCOTICS 
lNT(RDICTlON OP[~ATION HAS G(NERAT(b IMPRESSIVE RESULTS~ 
Of WHICH BOTH OUR COUNTRIES CAN 9£ PROUD. MY GOVERNMENT 
AN~ I FULLV tN»ORS( YOUR co~~A,EOUS ACTIONS- TH(REfORE 
WE lNT(ND TO D[EP(N AN~ ST ~~WGTH[N OUR COMBINED EFFORTS 
TO Rl) OUR COUNTRIES 0~ THE ~t t 1 Rl8LE AND DEBILITATING 
DRUG CANCER. ' ,. , ~, •• • 

S/S-0 

NSC 

MB cJ,,. 
WB .J ,
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I AGR(E THAT TH[ MOM(NTU~ OF TH( STRUGGLE AGAINST TH( 

NARCOTICS TRA,,lC((RS MUST 8E MAINTAINED. TO THIS END, 
WE A~[ LOOKING fOR WAYS IN WHICH ~E CAN BE RESPONSIVE TO 
YOUR N££~ rbR (QUIPM(NT AND CONTINUED ASSISTANCE. IT IS 
VITAL THAT WE WORK TOGETHEft TO ENHA~CE THE ABILITY OF 
YOU~ GOV[RN"[NT TO CAftRY FORWARD THC INTERDICTION EFFORT 
W( BEGAN JOINTLY. 

IN ADDITION, Wt AR( EXAMINING HOW WE CAN BEST ASSIST YOU 
IN "£[TIN' THE SHORT RUN CHALLENG[S TO THE SUCCESS Of 
YOUR [CO~OMIC PROGRAM. IN TH( LOHGER TERM, I BELIEVE 
THlT WE SHOULD GIVE CAREFUL CONSIDERATION TO THE 
PO~SJB;LITY Of CREATING A Bl-LATERAL COMMISSION w~I CH 
UOULD [XAMIN( PROGRAMS FOR FUTURE COOPERATION. 

(><-!:~,.,. ,...,.. 
YOUR PROPOSAL FOR A ~((TING Of (Hl(FS Of STAT[ TO DIS CLlSS 
NARCOTICS MATTERS IS A BOLD AND VALUABLE INITIATIVE. I 
~ULLY AG~[[ THAT A ~[GIONAL DRUG SUMMIT WOULD PROVIDE NEW 
MO"(NTU" IN OUR BATTLE AGAINST ILLEGAL DRUGS. HOWEVER. 
P~tOft TO ~IVING YOU A DEfINITlVE ANSij(R I WILL HAVE TO 
REU![W MY SCH(DUL[. 

ONCE A'Al~ PLEASE ACCEPT MY SINCERE RESPECT AND 
ADMI~ATION fOR YOUR COURAGEOUS ACTION AND IMPRESSIVE 
VISION Of A 9£TTi~ FUTU~[ fOft TH( YOUTH Of OUR GREA~ 
COUNTRIES. 

$I~C£"[LY, 
"ONALD REAGAN 

3. TH[ft[ WILL 8( HO SIGN(D O~I,INAL. DEPA~TMENT DOES 
NOT PLAN TO RELEASE TEXT o, THIS "(SSAGE BUT HAS NO 
OBJECTION 1, ,oe ~lSH(S TO DO SO.YY 
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-----~---------------------~-----~---------------------~--SUMMA.RY: (C/NF) THE BL .ARMY CDR HAS CONCLUDED IN A STAFF 
STUDY SUBMITTED .TO THE BL NATIONAL PRESIDENT THAT THE BL 
ARMY, IS THE ONLY FORCE WHICH CAN DECISIVELY INTERDICT 
NARCOTRAFFICKING OPERATIONS IN BL. 
---------- ----------------- -------------~--------------
TEXT: 1. (C/NF) .BL ARMY CDR, MG GUILLERMO ((VELEZ)) 
SALMON, .HAS SUBMITTED A STAFF STlJPY TO BL PRESIDENT, DR. 
VICTOR ((PAZ)) ESTENSSORO, WHICH CONci:uoES THAT ONLY THE 

BL ARMY CAN TRULY CONFRONT THE NARCOTRAFFICKERS IN BL IN A 
DECISIVE INTERDICTION ROLE. 

2. (C/NF) GEN VELEZ FEELS THAT . THE NARCOTRAFFICKING ISSUE 
HAS BECOME THE PRINCIPAL SOCIAL ISSUE FOR THE GOB AND HE 
DOES NOT FEEL THAT THE BL ARMY SHOULD BE SITTING ON THE 
SIDELINES. AT THE SAME TIME HE EXPRESSED THE OPINION THAT 
IT WAS IMPORTANT TO INSURE THAT THE. BL POLICE DO NOT 

. . . 
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PARALLEL THE BL ARMY IN MILITARY CAPABILITY AND FOR THIS 
REASON HE DID NOT LIKE OPERATION BLAST FURNACE. OTHER 
REASONS FOR NOT LIKING BLAST FURNACE ARE THAT: THE BL 
LEFT CAN NOW USE AMERICAN PRESENCE IN BL AS A CAUSE TO 
HELP UNITE ITS DIVERSE POLITICAL GROUPS (NF!) AGAINST THE 
GOB AND THAT .IT IS EMBARRASSING TO THE BL ARMY THAT THE BL 
POLICE ARE BEING SUPPORTED BY U.S. ARMY ASSETS. 

COMMENTS; 1. (C/NF) THE BL LEFT IS HIGHLY VOCAL IN ITS 
CONDEMNATION OF BLAST FURNACE BUT IS ALSO NOT A SIGNIFI­
CANT THREAT TO THE GOB'S ANTI-NARCOTICS POSITION AND • 

. INITIATIVES. 

2. (C/NF) THE BL ·ARMY CDR KNOWS THAT THE ARMY MUST posr.,. 
TIVELY COMMIT ITSELF ON THE SIDE OF DR. PA? OR FACE THE 
PROBABLE CONSEQUENCES OF THE BL POL.ICE STRIKE FORC);: 
(UMOPAR) RECEIVING FURTHER U.S. MATERI/\L SUPPpRT AND THE 
PRESTIGE OF CARRYING THE BALL AGAINST THE. NARCOTRAFFIC:::KERS. 

WARNING: (U) NOT RELEASABLE 
DECL: OADR • 
** END OF CABLE** 
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TAGS: PREL, EAID, SNAR, BL 

BY 

SUBJECT: SECRETARY'S MEETING WITH BOLIVIAN MINISTERS 

1. CONFIDENTIAL - ENTIRE TEXT. 

2. SUMMARY. BOLIVIAN MINISTERS FOR FOREIGN AFFAIRS AND 
PLANNING CALLED ON SECRETARY SHULTZ LATE AFTERNOON AUGUST 
14 TO LAY OUT THEIR CONCERNS REGARDING BOLIVIA'S ECONOMY 
WHICH IS UNDER PRESSURE FOLLOWING THE SUCCESS OF OUR 
JOINT OPERATION AGAINST THE NARCOTICS TRAFFICKERS. THE 
SECRETARY GAVE ASSURANCES THAT THE US WOULD STICK WITH 
THE BOLIVIANS IN THE FIGHT AGAINST NARCOTICS TRAFFICKERS 
AND WILL BE READY TO SIT DOWN TO DISCUSS THE COUNTRY'S 
ECONOMIC PROBLEMS. END SUMMARY. 

3. FONMIN BEDREGAL BEGAN BY STATING THAT AFTER THE 
OPTIMISTIC DISCUSSIONS EARLIER IN THE AFTERNOON IN THE 
OVAL OFFICE ABOUT THE SUCCESS OF OPERATION BLAST FURNACE 
IT WAS TIME TO DISCUSS HIS COUNTRY'S "POST-WAR" FINANCIAL 

CONDITION. PLANNING MINISTER SANCHEZ DE LOSADA THEN 
LAUNCHED INTO A LENGTHY BUT INTERESTING REVIEW OF RECENT 
ECONOMIC DEVELOPMENTS. HE SAID THE PREVIOUS 

ADMINISTRATION OF HERNAN SILES DEMONSTRATED AGAIN THE 
CLASSIC TRUTH THAT A COUNTRY CAN'T SPEND ITS WAY OUT OF 
ECONOMIC TROUBLE. TO HALT 50,000 PER CENT INFLATION IT 
INHERITED AND TO DEAL WITH THE COLLAPSE OF THE TIN MARKET 
EARLY IN ITS FIRST YEAR IN OFFICE, THE PAZ GOVERNMENT HAS 
FREED PRICES AND PUT THROUGH A 97 PER CENT DEVALUATION. 
THE ONLY MAJOR ECONOMIC VARIABLE STILL UNDER CONTROL IS 

********** -G--e-N- F ! --B E- iii 'f I A -f:r ********** 



********** -C6M-F l:'f>EM':F I AL 

JJ 
WAGES FOR THE PUBLIC SECTOR (40 PER CENT OF THE URBAN 
LABOR FORCE) WHICH HAD TO BE HELD IN CHECK TO REDUCE 
GOVERNMENT SPENDING. 

4. THE RESULT OF THESE RIGOROUS POLICIES WAS AN ABRUPT 
END TO THE ECONOMIC CHAOS THAT HAD PLAGUED THE COUNTRY 
BUT ALSO AN ENORMOUS INCREASE IN UNEMPLOYMENT AND A 
DECREASE IN REAL INCOME. WITH THE SHRINKING OF 

********** 

LEGITIMATE ACTIVITIES THE NARCOTICS ECONOMY LOOMED IN 
IMPORTANCE. PRESIDENT PAZ UNDERSTOOD THAT UNLESS 
NARCOTICS TRAFFICKING WERE CURBED CRIMINALS WOULD SOON 
CONTROL THE COUNTRY. HE THEREFORE AGREED TO THE CURRENT 
ALL-OUT CAMPAIGN AGAINST THE COCAINE INDUSTRY DESPITE THE 
EVIDENT RISK TO THE FRAGILE ECONOMY. 

5. THE COUNTRY URGENTLY NEEDS ASSISTANCE. SOME WAY MUST 
BE FOUND TO STAUNCH THE HEAVY PRESSURE ON THE PESO NOW 
THAT TRAFFICKERS' DOLLARS ARE NOT FINDING THEIR WAY TO 
THE CENTRAL BANK. AFTER THE PERIOD OF HYPERINFLATION A 
STABLE CURRENCY IS ESSENTIAL. A FURTHER DEVALUATION AT 
THIS POINT WOULD GAIN LITTLE SINCE LEGITIMATE EXPORTS ARE 
SO LOW AND WOULD LIKELY SET OFF A PANIC. SOME WAY MUST 
ALSO BE FOUND TO KEEP PRESSURE ON THE NARCOTICS TRADE 
AFTER THE US HELICOPTERS WITHDRAW. THE DRUG TRAFFICKERS 
WILL RETALIATE WITH VIOLENCE IF THEY ARE AGAIN GIVEN THE 
CHANCE TO SEIZE THE INITIATIVE. FINALLY, IN CONCLUSION 
SANCHEZ SAID THE PAZ GOVERNMENT WOULD LIKE TO SEE 90 PER 
CENT OF THE COCA CROPS ERADICATED IN THREE YEARS BUT 
THERE MUST BE FUNDING FOR RESETTLEMENT AND ALTERNATIVE 
ACTIVITIES. 

6. THE SECRETARY REPLIED NOTING PRESIDENT AND MRS. 
REAGAN'S STRONG PERSONAL COMMITMENT TO FIGHTING THE 
NARCOTICS PROBLEM. THE US WILL STICK WITH BOLIVIA IN 
SEEKING TO ERADICATE COCA. FUNDING CONSTRAINTS ARE 
GREATER THAN EVER BEFORE, BUT NARCOTICS CONTROL IS ONE 
PART OF THE FEDERAL BUDGET THAT IS NOT BEING CUT. WE ARE 
PLEASED THAT AFTER A SHAKY START, OPERATION BLAST FURNACE 
IS HAVING GOOD SUCCESS. THE US SERVICEMEN ARE IN THE 
COUNTRY AT YOUR REQUEST -"-"TRUCK DRIVERS" TO TRANSPORT 
BOLIVIAN POLICE. THIS IMPORTANT PSYCHOLOGICAL BLOW IS 
LIKELY TO HAVE GOOD EFFECTS GREATER THAN JUST THE 

DESTRUCTION OF LABS. BOLIVIA AND THE US HAVE A SHARED 

STAKE IN THIS FIGHT AGAINST THE TRAFFICKERS AND THE US 
WILL DO EVERYTHING POSSIBLE TO MAKE IT SUCCEED. THIS 

SHOULD BE DONE FIRST BY DEFINING WHAT MUST BE DONE AND 
ONLY THEN ATTACHING DOLLAR AMOUNTS. WHAT BOLIVIA NEEDS 
ON THE ECONOMIC FRONT IS SELF-SUSTAINING ECONOMIC 
GROWTH. THE US WILL BE WILLING TO SIT DOWN AND DISCJSS 
WHAT IS NEEDED. 

********** ********** 
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7. BEDREGAL SUGGESTED THAT THE STRUGGLE AGAINST 
NARCOTICS MUST BE AN INTERNATIONAL EFFORT. THE SECRETARY 
NOTED THAT ATTORNEY GENERAL MEESE HAS SUGGESTED THAT THE 
UPCOMING MEETING OF JUSTICE MINISTERS IN MEXICO SERVE AS 
A PLANNING MEETING FOR JUST SUCH A MORE WIDELY 
COORDINATED EFFORT. SANCHEZ DE LOSADA SAID THAT 
PRESIDENT PAZ' PROPOSAL FOR AN ANDEAN SUMMIT COULD HELP 
GIVE LEGITIMACY FOR GREATER INTERNATIONAL COOPERATION. 
WHITEHEAD 
** END OF CABLE** 
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TAGS: PREL, NAM, UNGA, US 
SUBJECT: NAM HARARE SUMMIT: MEETING WITH BOUTROS 

GHALI 

2. SUMMARY: CHARGE MADE POINTS REF A. ON AUGUST 
20 TO MINISTER OF STATE FOR FOREIGN AFFAIRS BOUTROS 
GHALI, JUST BACK FROM A SWING THROUGH SEVERAL AFRICAN 
COUNTRIES. BOUTROS. WHO HAS CONSISTENTLY BACKED 
U.S. POSITIONS, SAID HE HAD COLLECTED SUPPORT IN 
SEVERAL AFRICAN STATES FOR A MODERATE VIEWPOINT, WHICH 
INCLUDED OPPOSITION TO MANAGUA AS THE NEXT SUMMIT 
VENUE, AND WOULD CONTINUE HIS EFFORTS IN HARARE. HE 
SUGGESTED THAT A PRESIDENTIAL MESSAGE TO THE SUMMIT 
WOULD BE APPROPRIATE AND PRODUCTIVE. END SUMMARY. 

3. CHARGE MET WITH MINISTER OF STATE FOR FOREIGN 
AFFAIRS BOUTROS GHALI ON AUGUST 20. POLCOUNS AND 
POLOFF ACCOMPANIED. MEETING WAS AT OUR REQUEST, BUT 
BOUTROS AGREED PROMPTLY, SAYING HE HAD WANTED TO MEET 
WITH THE CHARGE AS SOON AS POSSIBLE AFTER HIS RETURN 
FROM AFRICA FOR A PRELIMINARY EXCHANGE OF VIEWS. HE 
ASKED FOR ANOTHER MEETING ON AUGUST 25, JUST BEFORE HIS 
DEPARTURE FOR HARARE. HE SAID THAT HE WILL REPRESENT 
EGYPT AT THE MINISTERIAL AND THAT FONMIN ABDEL 
MEGUID WOULD NOT GO TO HARARE AT ALL. SINCE MUBARAK'S 
ATTENDANCE IS STILL UNCERTAIN, BOUTROS MAY BE THE 
SENIOR EGYPTIAN REPRESENTATIVE THROUGHOUT. BOUTROS 
WILL DEPART ON THE 26TH AND EXPECTS THE SUMMIT TO RUN 

********** ********** 
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SUBJ ECT : BL!ST FUBNICE - CONTINO TION OF TASK FOBCE J ANOS 

1. C - !NTIBI TEXTm 

2.. AN H JGU S'r 25 IN''E.BA GENCY I'lE.P.'IIN G CA.LIED TO REVI1Hl 
THE BLAST FOBNAC~ OP!BATION DISCUSSED B! QUIS1 BOLI VIAN 
MINISTERS BEDREGAL AND SANCHE Z DE LOSADA CON V! YID TO 
SECRETAR Y LAST WEEK 1 BAT OPERA~ION BB EJTBNDED~ GROUP 
IGREED IN PBINCIPLE ~O EXT RND TIS ~ ! ORCE J AN OS IN BOLIVIA 
AT CUBBENT LEVELS UNTIL RAIN Y SEASON NEl? HEB MAKES If NO 
LONGER COST EFFECTI VE. 

3a AT AN AUGUST 26 MEETING iITH ACTI NG SBCRE~lB Y 
WHITEH~AD IT WAS ! GREED THAT SUCH AN EXTENSION SHO ULD EE 
OFF ERED ONLY IN kESPONS! TO I FORMAL BEC UBST FROM TH! 
BOLIVIAN GOV ERNMENT . T HE REQ UEST S HOULD PROPOSE TH A1 , IN 
VIEW OF THI SUCCl~S OF BLAST FUBNACl1 u*s. SDfPOBT SHO ULD 
CONT I NUE UNTIL SOBE ADEQUATE IN1BiDICTIGN AND LCIGBB-!BBM 
AIR MOBILITY CAPABILITY IS AVAILABLE TO THE GOBa 

4. PLRASB INFOBN T HE BOLI VI AN GOVR&NMENT AS SOON AS 
POSSIBLE OF OU~ WILLlNGN!SS TO I XTHND J JN US IF ~HEY SO 
BRQUBST. YOU SHOULD EXPl!IN THAT THEIR REQUEST lND OUR 
ANS WF~ WILL BB A MA T~B OF PUBLIC REC ORD. ! HIIB BEQUEST 
MUS1 BE CLEARLY A BO LIVIAN INITIATIVE , FREEL Y MADE . Ii 
SHO ULD NO'!/NOT READ LIKE A R:ESPONSJ! TO A U., SI) PBOPOSALe 

5. BO~H GOVEBNMENTS SHCDLD ALO IGEHE ON PEBSS GUIDANCE , 
PERHAPS ILONG T HE FOLLO WING LIN ES : 

Q: iHlT ClP YOU TE ll US ABO UT THE ! XTEISION OP CURB!NT 

********** 



U .. S .• L GISTIC.tL SUPPORT FOE THE BOLI V I!l ' ANT.I=NARCOT.ICS 
POLICE OPBRATION ? 

l : IN VIPH OF THE OUTS~AND~N G SUCCESS TH! BOLI VIAN 
I: t~TI.,, NA1LOTICS OPRRA'!IONS \ R , HA VIN G., THE BOLI VII\ N 
G0V ERNME T BAS ASK?D HE UNITED SllTES !O CON~I NUB THE 
E X.I S TIN G ff"•'lICOPTE,R SOP POET ·pofi A N::I= DR DG .INT.ERDICrio N. 
TH~ U~So HAS AGREED 10 EX1BND THE PBESBNCE OF THE 
H~LICOPT~BS AND 1cc ~PA. YING F!ESONN!L FOi IIMITED, BU1 
IND~FINITl PERIOD. 

(R:E'I.Ell.SE OF THP. ABOVE GUIDANCE SHOU LD BE ilITH fLBLD UNTIL 
FOBMIL INTEB GBNC Y COORDINA1ION ON !HE EXTENSION HAS BEE N 
COMPLE~ED IN WASHING~GN , A PBOCBSS 1HAT SHOULD TJIB ABOUT 
76 HOUBS FRON THE TRANSMISSION OF THE GOB 1 S FOHMA L 
EBQUEST .. ) 

6 0 PL&ASE ADVISE RESD L1S SOONEST~ 
** ~ND OF CABLE* * 

WH ITEHEAD 
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IBM425 

LA PAZ 7248 DTG:2920422 AUG 86 PSN:016369 
TOR: 242/ 03092 CSN:HCE311 

------------------------------------------------------------------------
DISTRIBUTION: 

NSCPC 
NSJJY 
NSJRS 
NSJT 
NSOLN 
NSPWR 
NSSID 
NSTIO 
NSWP 

NARCOTIC 
EXDIS 
NARCOTIC 
BOLIVIA 
NARCOTIC 
EXDIS 
ECONOMIC 
BOLIVIA 
BOLIVIA 

WHSR COMMENT: 

WHTS ASSIGNED DISTRIBUTION: 
SIT: 
EOB: 

------------------------------------------------------------------------
OP IMMED 
DE RUEHLP #7248 2412042 
0 2920422 AUG 86 
FM AMEMBASSY LA PAZ 

TO SECSTATE WASHDC IMMEDIATE 4359 
G--9--N-F--~- '!---J-A---J;. LA PAZ 07248 

, 31FIED 
•' : h l f'/13~/l =IF - ( 

EXDIS av __ ~ r:A DATE...,.., 

E.O . 12356: DECL: OADR 
TAGS: BL, SNAR 
SUBJECT: DIPLOMATIC NOTE FROM FOREIGN MINISTER 

BEDREGAL 

1. (C) ON AUGUST 28, THE EMBASSY RECEIVED THE 
FOLLOWING DIPLOMATIC NOTE FROM FOREIGN MINISTER 
BEDREGAL, DELIVERED BY RENE SORIA, DIRECTOR GENERAL 
OF BEDREGAL'S SECRETARIAT. 

BEGIN TEXT (INFORMAL TRANSLATION): 

THE MINISTRY OF FOREIGN AFFAIRS AND WORSHIP HAS 
THE HONOR TO ADDRESS THE EMBASSY OF THE UNITED STATES 
OF AMERICA AND AS A RESULT OF THE CONVERSATIONS THAT 
RECENTLY TOOK PLACE IN WASHINGTON WITH PRESIDENT 
RONALD REAGAN AND THE PARTICIPATION OF HIGH EXECUTIVE 
OFFICIALS OF YOUR GOVERNMENT, HAS THE HONOR OF PROPOSING 
THE FOLLOWING PLAN OF ACTION, IN ORDER TO CONTINUE THE 
OPERATIONS WITH MATERIAL, TECHNICAL AND LOGISTIC 
SUPPORT FROM THE UNITED STATES IN CERTAIN AREAS OF 

* * **** **** ** ** * ***** 



From: NSCMB 
To: NSJT 

NSBIH 

--CPUA 
--CPUA 
--CPUA 

NOTE FROM: CATHY BERGERON 
SUBJECT: action 6232 

Date and time 
NSTIO - -CPUA 

08/29/86 09:54:19 

Bolivia Economic Assistance---JMP approved both recoms and wrote the following 
"We must make Paz's efforts a success story". Have WRP sign Tab I on Tuesday . 
Package w/ Pearson for signature. cb 

cc: NSEMM --CPUA 
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DISTRIBUTION: 

NSCPC 
NSJRS 
NSJT 
NSOLN 
NSSID 
NSTIO 
NSWP 

NARCOTIC 
*NOMAIL* 
ARGENTIN 
NARCOTIC 
GAS 
ARGENTIN 
ARGENTIN 

NARCOTIC 

WHSR COMMENT: 

WHTS ASSIGNED DISTRIBUTION: 
SIT: 
EOB: 

OP IMMED 
DE RUEHLP #7410 2462144 
0 0321442 SEP 86 
FM AMEMBASSY LA PAZ 

TO SECSTATE WASHDC IMMEDIATE 4449 
UNCLAS LA PAZ 07410 

SECSTATE PASS TO FEDERAL RESERVE 

DIA FOR IR BRANCH; USCINCSO ALSO FOR POLAD 

E.O. 12356: N/ A 
TAGS: BL, EFIN 
SUBJECT: DAILY CENTRAL BANK AUCTION 

REF.: (A) LA PAZ 7130 DTG 2621342 AUG 86 

1. FOLLOWING IS INFORMATION ON DAILY CENTRAL BANK 
AUCTION HELD ON SEPTEMBER 2: 

MINIMUM FLOOR BIDDING: 1,911,000 

NUMBER OF DOLLARS OFFERED FOR SALE: 5,000,000 

NUMBER OF BIDS PRESENTED: 61 

NUMBER OF BIDS ACCEPTED: 61 
HIGHEST BID OFFERED: 1,914,000 

MINIMUM BID OFFERED: 1,911,000 

NUMBER OF DOLLARS SOLD: 1,720,000 

********** U N C L A S S I F I E D ********** 



********** U N C L A S S I F I E D 

CENTRAL BANK REPURCHASES: NONE 

ACTUAL AMOUNT OF DOLLARS SOLD: 1,720,000 

NEW OFFICIAL PESO DOLLAR RATE: 1,912,000 

MOST RECENT PARALLEL RATE IN LA PAZ: 1,920,000 

MOST RECENT PARALLEL RATE IN SANTA CRUZ: l,Gl0,000 

MOST RECENT PARALLEL RATE IN COCHABAMBA: 1,910,000 

2. ACCORDING TO THE CENTRAL BANK'S DAILY FOREIGN 
EXCHANGE BALANCE, AS OF AUGUST 29 FOREIGN EXCHANGE 
RESERVES HAD DECLINED BY ONLY 1.9 MILLION DOLLARS 
SINCE THE BEGINNING OF THE JOINT ANTI-NARCOTICS 
OPERATION (JULY 16). HOWEVER, THE BANK HAS INCLUDED 
IN THIS FOREIGN EXCHANGE BALANCE RECEIPTS IN JULY 
AND AUGUST OF RETENTION CREDITS FOR GAS SALES TO 
ARGENTINA TOTALLING 30.7 MILLION DOLLARS. SINCE 
SUCH CREDITS ARE NOT LIQUID AND ARE NOT AVAILABLE FOR 

[]

ALE IN DAILY AUCTIONS, THE REAL FOREIGN EXCHANGE 
RAIN DURING THE PAST MONTH AND A HALF HAS AMOUNTED 
0 32.6 MILLION DOLLARS. 

********** 

3. DURING THE PAST TWO MONTHS, NET INTERNATIONAL 
RESERVES HAVE INCREASED BY 15 MILLION DOLLARS FROM 194.8 
MILLION ON JUNE 30 TO 209.8 MILLION ON AUGUST 29. 

ROWELL 
** END OF CABLE** 

********** U N C L A S S I F I E D ********** 



REQUEST FOR APPOINTMENTS 

Tc Officer-in -charge 

Appointments Cente ' 

Room 060, OEOB 

Pi ease admit the following appointments on _____ ____;S=-=.e.._p_:t:...:e=..:mb:.:.=..::e:..:r:..._..:.4 ______ , 19_!i_L 

tor ------:-:-=:J-:=a~c:::.:g~u:-=e:.::l:...:l=-:. n~e--=T:....:i:::..· =l-=l~m:.'.'.:a:.:n:..:._ _____ 01 ___ N_S_C ________ _ 
(NAM E OF P'E " 50.N TC ■ E VISITED ) 

Situation Room 
10-11 a.rn., Thursday, Sep 4, 1986 

BOSTICK, Robert 
BOYCE , Ral ph 
CONRm\· , James w. 
DAGATl-", Martin 
DESROCHERS, William 
DRISCOLL, Robert 
FARLEY, Penelope 
HAYS, Ellen 
HUDDLESTON, Vicky 
INK, Dwight 
MCLEAN, Phillip 
MILAM, William 
SPECKHARD, Daniel 

~ TILC.M',.-r', Bt 1'S\/ 

MEE TING LOCATI ON 

Buiidino We st Win_g~----

Rourn N o __ S i !_uat i o n Room ___ _ 

02/06 / 3 9 
02 /0 1 / 52 
07/2 9 /52 
01/13/39 
10/12 / 46 
08/14/38 
11/24/43 
04/11/56 
12/13/42 
09/09/2 2 
08/13/38 
07/24/36 
06/11/59 
eo I r io ) ~-.2.. 

Requested by 

0MB 
St Dept 
'Irea s Dep t 

Comm Dept 
St Dept 
AID 
0MB 
St De pt 
AID 
St De pt 
St Dept 
0MB 
ll .5'io2-

Jacqueline Ti l lman 
·---------------

393 583 0 
Room No .. _ _ _ Te lephone . ________ _ 

Oat~ of '"quest __ S~ptember__ 4_, -~-9_8_6 __ _ 

Add it ,ons and 1o r chc-,ges rr.&de by ,e:rph,::,nt s>,ou id be 1;mi1ed to f ive (5 ) names o r less. 

APPO INTME. NTS CENTER S1G IOEO B •• 3?S 6n6 o , '/,HITE HOUSE - 45S 6 742 

UNITED STATES SECRE r SERV 1C E 
ss~ 2037 w:; .s 1 l 



********** C O N F I D E N T I A L 

BY BOLIVIANS COULD NOT BEGIN BEFORE EARLY NOVEMBER. 
HE CLEARLY EXPECTED THAT JANUS WOULD REMAIN IN BOLIVIA 
UNTIL THEN. 

2. (U) IN A STATEMENT TO THE PRESS SEPTEMBER 10, 
INTERIOR MINISTER FERNANDO BARTHELEMY INDICATED 
(ACCORDING TO "EL DIARO" OF SEPTEMBER 10) THAT "THE 
GOVERNMENT HAS DETERMINED THAT THE U.S. TROOPS SHOULD 
STAY IN (BOLIVIAN) NATIONAL TERRITORY UNTIL THE ARMED 
FORCES HAVE THE HELICOPTERS AND SUPPORT EQUIPMENT FOR 
THE FIGHT AGAINST NARCO-TRAFFICKING SIMILAR TO THOSE 
NOW PRESENT IN THE BENI. 11 

3. (C) I AM SATISFIED ON THE BASIS OF THE MINISTER'S 
STATEMENT AND THE PRESIDENT'S CONVERSATION WITH ME 
THAT THE BOLIVIAN GOVERNMENT HAS UNEQUIVACALLY STATED 
THAT IT EXPECTS TASK FORCE JANUS TO REMAIN IN BOLIVIA 
BEYOND SEPTEMBER 15 AND THAT IT WANTS "BLAST FURNACE" 
TO CONTi1NUE UNTIL WE CAN BRING IN SOME EQUIPMENT THAT 
WOULD PERMIT THE BOLIVIANS TO ASSUME RESPONSIBILITY 
FOR TRANSPORTING THE SPECIAL ANTI-NARCOTICS POLICE. 
I URGE IN STRONGEST TERMS THAT THE NECESSARY DECISIONS 
BE MADE NOW TO CONTINUE "BLAST FURNACE". 

4. (C) IN THIS CONTEXT, I HAVE DISCUSSED WITH THE 
MINISTER OF THE PRESIDENCY, JUAN CARLOS DURAN, ON 
SEPTEMBER 10 A PROPOSED TEXT FOR RESPONDING TO PRESS 
INQUIRIES. I TOLD HIM THAT WE AND THE BOLIVIANS MUST 
BE PREPARED TO RESPOND THE SAME WAY TO THE INEVITABLE 
QUESTIONS CONCERNING HOW LONG TASK FORCE JANUS WILL 
REMAIN IN BOLIVIA. MINISTER DURAN IS REVIEWING THAT 
TEXT WITH PRESIDENT PAZ ESTENSSORO THIS AFTERNOON. 
FOR WASHINGTON INFORMATION, WE ARE CABLING THE DRAFT 
IMMEDIATELY BY SEPTEL. 

ROWELL 

********** 

NOTE BY OC/T: MESSAGE UPGRADED EXDIS PER S/S, MR. OLSON. 
** END OF CABLE** 

/ 

********** ********** 

!flED 
*10Dr3& 
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EOB151 

LA PAZ 7514 
AN006009 

DTG: 0522552 SEP 86 
TOR : 2 4 9 / 2 0 0 9 Z 

PSN: 030171 
CSN: HCE 8 3 1 

DISTRIBUTION: BURG-01 PERR-01 
/ 006 A2 

WHTS ASSIGNED DISTRIBUTION: 
SIT: 
EOB: 

OP IMMED 
DE RUEHLP # 7514 / 01 2482259 
0 0 522552 SEP 86 
FM AMEMBASSY LA PAZ 

NORT-01 

TO SECSTATE WASHDC IMMEDIATE 4511 

RAY-01 

INFO USCINCSO QUARRY HEIGHTS PN// SCCS / SCJ3 // 
DA WASHDC / / DALO-S AC// 
AMEMBASSY BOGOTA 5336 
AMEMB ASSY BR ASILIA 5444 
AMEMBASSY BUENOS AIRES 8283 
AMEMB ASSY LIMA 3816 
AMEMB ASSY QUITO 5300 

~ECTION 01 OF 03 LA PAZ 07514 

EXDIS 

TILL-01 

C O R R E C T E D C O P Y ( ADDED ADDRESSEE DA WA SHDC) 

E. 0. 1235 6: DECL : OADR 
TAGS: BL , 
SUBJECT: 

SUMMARY 

SNAR , PGOV, E AID 
CO NTINU ATION OF NARCOTICS INTERDICTION AND 
TAS K FORCE JANUS -- SEPTEMBER 4 CONVERSATION 
WITH PRESIDENT PAZ ESTE NSSORO 

1 . ~) I TAL KED PRIVATEL Y WITH PRESIDENT P AZ ESTENSSORO 
L ATE SEPTEMBER 4 TO CO NVE Y THE POSI T I VE ATMOSPHERE IN 
THE UNITED STATES VIS- A- VIS BOLIVI A AND TO RECONFIRM HIS 

(A ND THE BOLIVIAN GO VERNMENT ' S) DESIRES REG ARDING TASK 
FORCE JANUS AND FOLLOW-ON EFFORTS TO SUST A IN ANTI­
NARCOTICS INTERDICTION. IN ADDITION , WE DISCUSSED 
ECONOMIC ASSISTANCE AND THE ORIGINS OF THE CURRENT ST ATE 
OF SIEGE IN BOLIVIA. THE PRESIDENT CO NFIRMED THAT IT 
IS ESSENTIAL THAT THE INTERDICTION EFFORT BE SUST A!N ED 
WITHOUT A BREAK. HE ALSO IS COMPLETELY AWA RE TH AT 
CONTINUED ANTI-DRUG EFFORTS ARE THE SINE QUA NON T HE 
SUST AINED U.S. ASSISTANCE. END SUMM ARY. 

CONTINU ATION OF T AS K FORCE JA NUS 

2. ~) I TOLD THE PRESIDENT TH AT THE UNITED STATES IS 
MOVING TO LOAN UH-lH HELICOPTERS TO BOLI VI A IN ORDER TO 
SUST AIN ON A L ASTING BASIS E XP ANDED INTERDICTION 
EFFORTS AGAINST NARCO-TR AFFIC KERS. IN THE MEANTIME , WE 
ARE PREP ARED TO CONTINUE THE PRESENCE OF T AS K FORCE 
JANUS. HOWEVER, I HAD BEEN INSTRUCTED PERSON ALLY BY 
THE ACTING SECRET ARY OF STATE TO OBT AIN A CLE AR AND 
UNEQUIVOCAL E XPRESSION OF THE BOLIVIAN GOVERNMENT ' S 
DESIRES ON THIS MATTER. WE ARE PREP ARED TO CONTINUE 

RODM-01 

SIFiED 

l\! rri 1;62b * ;g.om 
tW ATE 1''6ff5 
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SUtrCT 
NATIONAL SECURITY COUNCIL 

SECRETARIAT 

L A P AZ 7514 DTG: 0 522552 SEP 86 

THE TASK FORCE ONLY RPT ONLY IF THE BOLIVI ANS S AY THEY 
WANT IT. IN THIS CONTEXT I HANDED TO THE PRESIDENT 
THE WRITTEN REQUEST RECEIVED FROM FOREIGN MINISTER 
BEDREGAL OF AUGUST 28 (L A P AZ 7248 DTG 292 0 422 NOT AL) 
THE PRESIDENT ACKNOWLEDGED THAT THE TEXT OF THAT REQUEST 
IS A BIT AMBIGUOUS. 

3. (C) THE PRESIDENT SAID IT IS ABSO LU TELY ESSE NTI AL 
TH AT THE I NTERDICTION AGAINST TR AFFIC KERS BE SUST AINED 
WITHOUT A BREAK. AT THE SAME TIME , HE SAID THAT THE 
POLITICAL COSTS OF U.S. 
MILIT ARY FORCES ARE MOUNTING. HE CITED IN P ARTICULAR 
THE CONTI NUED GROWTH OF RESENTMENT WITHIN THE BOLI VI AN MIL­
IT ARY TH AT THEY ARE NOT ABLE TO PRO VIDE THE NE CESSARY 
LOGISTIC AL SUPPORT THEMSELVES . HE ALSO ALLUDED TO THE 
NEGATI VE FEEDB ACK BOLI VI A HAS RECEI VED FRO M NEIGHBORING 
COUNTRIES REG ARDING THE DECISION TO ALLO W U. S . FORCES 
INTO BOLI VIA IN AN OPER ATIONAL ROLE . 

4. ~) THE PRESIDENT CONCLUDED BY S AYING THAT THE IDEAL 
THING WOULD BE FOR AT LEAST A TO KEN DELIVERY OF HUEYS 
TO T AK E PL ACE SIMULT ANEOUSLY WITH THE DEP ARTURE OF 
TAS K FORCE JANUS. FAILURE TO ACHIEVE SUCH AN IMMEDIATE 
FOLLO W-ON WOULD IMMEDI ATELY DELETE MU CH OF THE PRESENT 
ENORMOUS BENEFIT OF THE INTERDICTIO N OPER ATION , ESPECI ALL Y 
IN TERMS OF THE PSYCHOLOGIC AL PRESSURE ON CAMPESINOS TO 
STOP GRO WING COC A. (IN AN ASIDE , THE PRESIDE NT S AID IT 
IS ESSENTIAL THAT BOLIVI A AND THE UNITED STATES MOVE 
JOINTLY TO E XPLOIT THE PRESENT DEPRESSION IN T HE COC A 
MARKET AND THE GRO WING P ANIC AMONG CA MPESINO COC A 
GRO WERS TO GET THEM TO ER ADIC ATE AND TO MO VE INTO LEG AL 
CROPS EITHER WHERE THE Y ARE LIVING NOW OR IN OTHER 
AREAS TO WHICH THEY MIGHT MIGRATE . I THE PRESIDENT S AID 

IH AT EXTENDING T ASK FORCE JANUS TO THE BEGINNING OF 
NO VE MBER WOULD BE POLITICALL Y RE ASO NA BLE , BUT GOING 
MUCH BE YOND TH AT WOULD BE E XTREMEL Y DIFFICULT . HE 
URGED TH AT THE FIRST CONTINGENT OF HUEYS BE DELIVERED 
BY TH AT T I ME. HE CONCLUDED BY S AY I NG HE WOU L D GI VE ME 
A FORMAL CL ARIFIC ATION ON THE FOREIGN MINISTER ' S NOTE 
AFTER CONSULTI NG WITH THE MINISTERS OF DEFENSE , J NTERIOR 
AND FOREIGN RELATIONS . 

ST ATE OF SIEGE 

5. (SI THE PRESIDENT INITI ATED T AL K ABOUT THE S TA TE OF 
SIEGE AND IN A SURPRISINGL Y DEFE NSI VE MANNER 
JUSTIFIED IT ON THE GROU NDS THAT T HERE WA S HARD I NFOR­
BT 

PSN: 0 30171 
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PSN: 030172 
CSN: HCE832 

------------------------------------------------------
DISTRIBUTION: BURG-01 PERR-01 

/ 006 A2 

WHTS ASSIGNED DISTRIBUTION: 
SIT: 
EOB: 

OP IMMED 
DE RUEHLP ~7 514 /0 2 24 8230 1 
0 05225 5Z SEP 86 
FM AMEMBASSY L A P AZ 

NORT-01 

TO SECSTATE WA SHDC IMMEDIATE 4512 

RAY - 0 1 

INFO USCINCSO QU ARR Y HEIGH T S P N/ / S CC S / SCJ3 / / 
AM E MBASS Y BOGOTA 5337 
AMEMBASSY BR ASILI A 5445 
AMEMB ASSY BUE NOS AI RES 8284 
AM EMB AS S Y LIMA 3817 
AM EMB AS SY QUITO 5301 

EEC~ i r SECTION 02 OF 03 LA P AZ 07 514 

E XDIS 

TILL- 0 1 

C O R R E C T E D C O P Y (DA WA SHDC ADDED AS ADDRESSEE) 

E , 0, 12356: DECL : OADR 
SN AR, PGOV , E AID TAG S : BL, 

SUBJECT: CONTINUATION OF NARC OTICS I NTERDICTIO N AND 

MATI ON TH AT THE ULTR A-LEFT INSTIG ATORS OF THE MINER S ' 
MARCH ON L A P AZ PLANNED TO GENERATE VIOLE NT DISTURB ANCES , 
T HE PRESIDENT SAID HE HAD RELUCT ANTL Y CONCL UDED TH AT I T 
WOUL D BE MORE HUMAN E AND THERE WOULD BE F AR LESS RISK 
OF INJUR Y OR DESTRUCTION I F HE DECL AR ED THE ST ATE OF 
SIEGE AN D PRE VENTED THE MI NERS FROM E NTERING L A P AZ , 
HE S AID TH AT I NDIRECTLY COB LE ADER J UAN LECHIN HAD 
WA RNED T HE GOVERNMENT ITHROUGH A L AWY ER KN OWN TO HAV E 
F REQUE NT AND DIRECT ACCESS TO THE MINISTER OF THE 
I NTER IO R AND THE PRESIDENT) TH AT THE LEADERS OF THE MARCH 
ON LA PAZ PL ANN ED TO TAK E OVER IMPORT AN T BUILDINGS AND 
TO GENERATE VIOLEN CE. LE CH I N HAD SENT THIS WA RNING JU ST 
BEFORE DEP AR TING FOR A L ABOR CONFERENCE IN EUROPE , 

6. (CJ I SAID I FULLY UNDERSTOOD THE RE ASONS AND THE 
NE ED F OR T HE STATE OF SIEGE. I S AID TH AT IT APPE ARED 
TO ME THA T THE MAIN THING IS TH AT THER E BE NO UNN ECESS ARY 
HUM AN COSTS , FOR E XAMPLE , I HAD HEARD THAT SOME PEOPLE 
WHO HAD GONE INTO IN TERN AL E XILE HAD HE ALTH PROBLEMS . 
IT WCULD BE IMPORT ANT TH AT THE Y SUFFER NO CRITICAL 
EFFECTS FROM THEIR EX ILE , 

7, ~) WITHOUT PRESUMING TO COMMENT ON HOW THE GO VER NMENT 
DOES ITS BUSINESS, I ALSO S AID I T I S I MPO RTAN T TO BE AR 
I N MIND HO W THE WORLD OUTS ID E OF BOLI VI A VIE WS THE 
ST ATE OF SIEGE , AT T HE MOM E NT ATTIT UDES AR E E XTREMELY 
POSITI VE AND ARE CONTRIBUTING I MPO RT AN TLY TO THE EXTERNAL 
ASSISTANCE BOLIVIA IS RECEI VING , I T WOU LD BE A SHAME 
IF SOME UNINTENDED SIDE EFFEC TS OF T HE SIEGE WERE TO 
UNDER MINE THE OVER ALL POSITI VE EFFECTS , IN THIS REG ARD 
I NOTED TH AT THERE HAD BEEN ONE NEGATIVE EDITORI AL IN 

-Sfe-Rtf--" 

RODM-01 
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THE NEW YORK TIMES AND ANOTHER IN THE WA SHINGTON POST 
BUT TH AT SO FAR THESE HAD NOT APPEARED TO AFFECT AMER~CAN 
OPINION SIGNIFIC ANTLY . THE PRESIDENT WAS UN AWARE OF 
EITHER EDITORIAL AND ASKED WHAT THEY S AID . I S AID THE 
NEW YORK TIMES HAD INDICATED THAT THE STATE OF SIEGE HAS 
BEEN A STEP BAC KWARD IN THE CONSOLIDATION OF DEMOCR ACY. 
THE PRESIDENT NODDED PENSI VEL Y. 

MECHANISMS FOR SUST AINING FOLLO W-ON TO TAS K FORCE J ANUS 

8. (C) I OUTLINED TO THE PRESIDENT OUR CONCEPT FOR HELP-
ING BOLI VI A MAINTAIN LONG TERM INTERDICTION 
AGAINST NARCO-TR AFFIC KING . I MENTIONED THAT THE 
HELICOPTERS WOULD PROB ABLY BE LOANED TO THE DE A BY T HE 
U.S. DEFENSE DEP ARTMENT , AND IN TURN LO ANED RPT LOANED 
TO BOLIVIA BY THE DE A. WE ARE LOO KING INTO WAY S TO 
TRAIN ADDITIONAL BOLIVI AN PILOTS AND MECH AN ICS TO 
OPERATE THE HELICOPTERS. WE ALSO ARE CONTEMPL ATING 
CIVILI AN CONTRACTORS TO ASSIST WITH MAINTE NA NCE. 
IN ADDITION, WE HAVE RECENTLY BROUGHT INTO BOLIVI A 
SWIFT BO ATS WHICH THE BOLIVIAN NAVY WILL OPER ATE IN 
ORDER TO SUPPORT UMOP AR (ANTI-N ARCOTICS POLICE) ON 
BOLIVI A'S RI VERS . 

9 . (C) PRIOR TO THIS SUMMER ' S INTERDICTION EFFORT , I 
SAID , COORDINATION BETWEEN THE BOLIVI AN A IR FORCE AND 
THE BOLI VIAN POLICE ON INTERDICTION STRIKES HAD BEEN 
CARRIED OUT INFORMALL Y BY THE DE A IN BOLI VIA. HO WEVER , 
THE EXPA NDED LONG-TERM INTERDICTION EFFORT WH ICH NOW 
WILL INCLUDE TWO MILITARY SERVICES WILL REQUIRE A MORE 
EFF I CIENT MECH ANISM. IN ADDITION, WE ARE CONSCIOUS 
THAT THE SENIOR MILIT AR Y SER VICE IN BOLI V I A IS THE 

ARMY AND TH AT ITS GRO WING RESENTMENT OVER UMOPAR 
RELIANCE ON T AS K FORCE J ANUS IS DOUBLING BEC AUSE JANUS 
IS ESSENTI ALLY AN ARM Y OPER ATION AND THE BOLIVI AN ARM Y 
APPEARS TO HAVE NO ANTI-NARCOTICS ROLE AT ALL. UNDER 
THE CIRC UMSTANCES , I SUGGESTED THAT WE OUGHT TO FORM A 
JOINT INTERDICTION TAS K FORCE COMM AND CONSISTING OF ARMY , 
NAVY, AIR FORCE AND POLICE OFFICERS. THE DE A WOULD BE 
THE U.S. ELEMENT WOR K ING DIRECTLY WITH THIS COMMAND. 
THE PRESIDENT S AID THE CONCEPT IS GOOD, AND HE SUGGESTED 
THAT I T AKE UP THE ISSUE WITH THE MINISTERS OF DEFENSE 
AND INTERIOR . (I HAVE ALRE ADY DONE THIS WITH DEFENSE 
AND WILL DO IT VERY SHORTL Y WITH THE MINISTER OF 
INTERIOR . ) 

BT 

PSN: 030172 
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DISTRIBUTION : BURG-01 PERR-01 
/ 006 A2 

NORT-01 RAY-01 TILL-01 RODM-01 

WHTS ASSIGNED DISTRIBUTION: 
SIT: 
EDS: 

OP I MMED 
DE RUEHLP ~7 514 /0 3 2482303 
0 0522552 SEP 86 
FM AMEMBASSY L A PAZ 

TO SECSTATE WA SHDC IMMEDIATE 4513 

INFO USCINCSO QU ARR Y HEIGHTS PN // SCCS / SCJ3 // 
DA WA SHDC// DALO-SAC// 
AME MBASSY BOGOT A 5338 
AMEMB ASS Y BRASILI A 5446 
AME MBASS Y BUENOS AIRES 8285 
AM EMB ASSY LIMA 3818 
AME MBASS Y QUITO 5302 

,lio--E C P Ii ¥SECTION 03 OF 03 LA P AZ 07 514 

E XDIS 

CORRECTED COP Y ~A WA SHDC ADDED AS ADDRESSEE) 

E . 0 . 123 5 6 : DE CL: OADR 
SNAR , PGOV, E AID T AGS: BL , 

S UBJECT: CONTIN UA TION OF NARCOTICS INTERDICTION AN D 

ECONOMIC ASSISTANCE 

10. (C) I TOLD THE PRESIDENT TH AT THE U. S . GO VER NMEN T 
HAS DECIDED THAT BOLIVIA MERITS ALL THE SUPPORT WE CAN 
GI VE IT . UNFORTUN ATELY , OUR RESOURCES ARE E XTRE MEL Y 
L IMITED. IN ADDITION , THE U.S. BUDGET OUTLOO K FOR FISC AL 
YE AR 1987 IS E XTREMEL Y DEPRESSED. THE ONE AREA TH AT 
SEEMS TO RECEI VE INCREASED ATTENTION IS THE FIGHT 
AGAI NST • DRUGS . 

11 . ~) WITHIN THIS CONTE XT I S AID WE AR E LOO KI NG FOR 
F Y-86 YE AR-END DEVELOPMENT ASSIST AN CE TH AT MIGHT BE 
REDIRECTED TO BOLIVIA. WE ALSO WILL BE WO RKING CLOSELY 
WITH THE APPROPRIATE MINISTRIES TO USE WHATEVER 
ASSI ST ANC E BECOMES AVA IL ABLE IN F Y-8 7 TO REENFORCE THE 
BOLIVI AN GOVERNMENT ' S EFFORT -- SPE AR HE ADED BY THE 
MINISTER OF PL ANNING -- T O E XP LOIT PRESEN T MOMENTUM 
TO ERADIC ATE COC A AN D MOVE CAMPESINOS INTO L EG AL CROPS. 
T HE PRESIDE NT ENTHUSI ASTIC ALL Y SUPPORTED THIS EFFORT. 

12 . (C) I ALSO ALLUDED TO THE LO NG -PE NDING HOUSING 
IN VESTMENT GUARANTEE AGREEMENT AND S AID IT APPE ARS TO 
BE HUNG UP IN T HE OFFICE OF THE LEGAL ADVIS OR TO TH E 
PRESIDENT. I POINTED OUT TH AT THE AC TI VATI ON OF THIS 
AGR EE MENT COULD BRING DOLS 15 MI LLIO N TO BOLI VI A THAT 
WOULD BE DEDICATED TO LO W-INCOME HOUSING, HOUSE I MPROV E­
MENTS AN D THE REL ATED URBAN INFR A-STRUCTURE (WA TER, 
SE WA GE , STREETS AND OTHER UTILITIES) , THE PRESIDE NT 
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SAID HE WOULD RESOLVE THE PROBLEM WITH HIS LEG AL ADVISOR . 

COMMENT 

12 . (C) OVERALL , THE MEETING WA S E XTREMEL Y UPBEAT, 
POSITIVE . PRE SI DENT P AZ ESTENSSORO (AN D, SEP ARATEL Y, 
KEY CABINET MINISTERS) ARE GREATLY BUOYED BY THE U.S. ' S 
CURRENT SIGNIFICANT AN D TIMELY AID. THEY AR E MORE 
COMMITTED THAN EVER TO THE ANTI-DRUG EFFORT AND TH EIR 
SOUND ECONOMIC RECOVERY PROGR AM. 

ROWELL 
BT 

·SECRET 
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DISTRIBUTION: BURG-01 PERR-01 

RODM-01 BARM-01 
WHSR COMMENT: POSSUMM 

WH TS ASSIGN ED DISTRIBUTION: 
SIT: SIT 
EOB: 

NORT-01 RAY-01 
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STRK-01 TILL-01 

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

OP I MM ED 
DE RUEHLP #7514/0 1 2482259 
0 0 522552 SEP 86 
FM AMEMBASSY L A P AZ 

TO SECSTATE WA SHDC IMMEDI AT E 4511 

INFO USCINCSO QUARRY HEIGHTS PN / / SCCS / SCJ3 // 
AMEMB ASSY BOGOTA 5336 
AMEMB ASS Y BR ASILI A 5444 
AMEMBASSY BUENOS AIR ES 8283 
AMEMB ASS Y LIM A 3816 
AMEMBASSY QUITO 5300 

S~ SECTION 01 OF 03 L A P AZ 07514 

EXDI S 

E. 0 . 1 2356: DECL: OADR 
TAGS: BL , 
SUBJECT: 

SN AR, PGOV, EAI D 

SUMM ARY 

CONTINU ATION OF NARCOTICS INTERDICTION AN D 
TASK FORCE JANUS -- SEPTEMBER 4 CONVERSATION 
WITH PRESIDENT P AZ ESTENSSORO 

l. (Sl I TAL KED PRIVAT ELY WITH PRESIDENT PAZ ESTENSSORO 
L ATE SEPTEMBER 4 TO CON VE Y THE POSITI VE ATMOSPHERE IN 
THE UNITED ST ATES VIS- A-V IS BOLIVIA AND TO RECONFIRM HIS 
(AND THE BOLIVI AN GOVERNMENT ' S) DESIRES REG ARDING T AS K 

FORCE J ANUS AN D FOLLO W-ON EFFORTS TO SUSTAI N AN TI­
NARCOTICS INTERDICTION. IN ADDITION , WE DISCUSSED 
ECONOMIC ASSIS T ANC E AND THE ORIGINS OF THE CURREN T ST ATE 
OF SIEGE IN BOLIVI A. THE PRESIDENT CONFIRMED THAT IT 
IS ESSEN T I AL THAT THE INTERDICTION EFFORT BE SUST AINED 
WITHOUT A BREA K. HE ALSO IS COMPLETEL Y AWAR E TH AT 
CONTINUED AN TI-DR UG EFFORTS ARE THE SI NE QU A NON THE 
SUSTAINED U.S. ASSIST ANCE . END SU MMA RY. 

CONTINU ATION OF T ASK FORCE J ANUS 

2. (Cl I TOLD THE PRESIDENT THAT THE UNITED ST ATES IS 
MOVING TO LO AN UH-lH HELICOPTERS TO BOLIVI A IN ORDER TO 
SUSTAIN ON A LASTING BASIS EXP AN DED INTERDICTION 
EFFORTS AGAINST NA RCO-TR AFFIC KERS . IN THE ME AN TIME, WE 
ARE PREP ARED TO CONTINUE THE PRESENCE OF TAS K FORCE 
JANU S . HOWEVER , I HAD BEEN INSTR UCTED PERSON ALL Y BY 
THE AC TI NG SECRET ARY OF ST ATE TO OB T AI N A CLE AR AND 
UNEQUIVOCAL EXPRESSION OF THE BOLIVIAN GOVERNMENT'S 
DESIRES ON TH IS MAT TER . WE ARE PREP ARED TO CONTINUE 
THE T ASK FORCE ONLY RPT ONLY IF THE BOLIVIANS SA Y THEY 
WA NT IT. IN THIS CONTEXT I HAND ED TO THE PR ESIDE NT 
THE WRITTEN REQUEST RECEI VED FROM FOREIGN MINISTER 

/ 
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BEDREGAL OF AUGUST 28 ~A PAZ 7248 DTG 2920 4 22 NOT ALI. 
THE PRESIDENT ACKNOWLEDGED THAT THE TEXT OF TH AT REQUEST 
IS A BIT AM BIGUOUS. 

3. (Cl THE PRESIDENT S AID IT IS ABSOLUTELY ESSENTI AL 
TH AT THE INTERDICTION AGA INST TR AFFIC KERS BE SUST AINED 
WITHOUT A BREAK . AT THE S AM E TIME , HE S AID TH AT THE 
POLITIC AL COSTS OF U.S. 
MILITARY FORCES ARE MOUNTING . HE CITED IN P AR TICUL AR 
THE CONTINUED GRO WTH OF RESENTMENT WITHIN THE BOLI VI AN MIL­
IT ARY TH AT THE Y ARE NOT ABLE TO PRO VIDE THE NECESSARY 
LOGISTICAL SUPPORT THEMSEL VES. HE ALSO ALLUDED TO THE 
NEG ATI VE FEEDBACK BOLIVIA HAS RECEIVED FROM NEIGHBORING 
COUNTRIES REG ARDING THE DECISION TO ALLO W U.S. FORCES 
INTO BOLIVI A IN AN OPER ATION AL ROLE. 

4 . (CI T HE P R E S I DE NT CON CL U D E D B Y SA Y I NG T H AT TH E I DE AL 
THING WOULD BE FOR AT LEAST A TOKEN DELI VER Y OF HUE YS 
TO TAKE PL AC E SIMULT AN EOUSL Y WITH THE DEP ARTURE OF 
TASK FORCE JAN US. F AILURE TO ACHIEVE SUCH AN IMMEDI AT E 
FOLLOW- ON WOULD IMMEDIATELY DELETE MUCH OF THE P RESENT 
ENORMOUS BENEFIT OF THE INTERDICTION OPER ATION , ESPECI AL LY 
IN TERMS OF THE PS YC HOLOGIC AL PRESSURE ON CAMPESINOS TO 
STOP GROWING COCA. (IN AN ASIDE, THE PRESIDENT SAID IT 
IS ESSENTI AL TH AT BOLIVIA AN D THE UNITED ST AT ES MOVE 
J OINTL Y TO E XPLOIT THE PRESENT DEPRESSION I N THE COC A 
MA RKET AN D THE GRO WING PANIC AMONG CAMPESINO COC A 
GRO WERS TO GET THEM TO ERADIC AT E AND TO MOVE INTO LEGAL 
CROPS EITHER WHERE THEY AR E LI VING NOW OR I N OTHER 
AREAS TO WHICH THEY MIG HT MIGR ATE. I THE PRESIDENT SAID 
IH AT E XT ENDING T AS K FORCE JAN US TO THE BEGI NN ING OF 
NOVEMB ER WOU L D BE POLITIC ALL Y RE ASON ABLE , BUT GOING 
MUCH BEYOND THAT WOULD BE E XTREMEL Y DIFFICULT. HE 

URGED TH AT THE FIRST CONTINGENT OF HU E YS BE DELI VERED 
BY TH AT TIME. HE CONCLUDED BY S AY ING HE WOULD GIVE ME 
A FORM AL CL ARI FIC AT ION ON THE FOREIGN MI NISTER ' S NOTE 
AFTER CONSULTING WITH THE MINISTERS OF DEFE NSE , INTERIOR 
AN D FOREIG N REL ATIONS. 

ST ATE OF SIEGE 

5 . GI THE PRESIDE NT INITI ATED T ALK AB OUT T HE ST ATE OF 
SIEGE AN D IN A SURPRISINGLY DEFENSI VE MANNER 
J USTIFIED IT ON THE GROUNDS THAT THERE WAS HARD INFOR­
BT 

PSN: 028 518 
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DISTRIBUTION : BURG-01 

RODM-01 
PERR-01 
BARM-01 

WHTS ASSIGNED DISTRIBUTION: 
SIT: 
EOB: 

NORT-01 RA Y-01 
/ 008 A2 

STR K-01 TILL-01 

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

OP I MME D 
DE RUEHLP #7514 / 02 2482301 
0 0522552 SEP 86 
FM AMEMB ASSY LA PAZ 

TO SECST ATE WASHDC IMMEDIATE 4512 

INFO USCINCSO QU ARR Y HEIGHTS PN// SCCS / SCJ3 // 
AMEMBASSY BOGOTA 5337 
AMEMB ASSY BR ASILI A 5445 
AMEMBASSY BUENOS AIRES 8284 
AMEMB ASSY LI MA 3817 
AMEMB ASS Y QUITO 5301 

& !! C fs""I! 'T SECTION 02 OF 03 L A P AZ 0 7 514 

EXDIS 

E. 0. 12356 : DECL: OADR 
T AGS: BL , SNAR, PGO V, E AI D 
SUBJECT: CONTINU AT I ON OF NARCOTICS I NTERDICTION AND 

MATION TH AT THE ULTR A-LEF T I NSTIG ATORS OF THE MINERS ' 
MARCH ON LA PAZ PL ANNED TO GENER ATE VIOLENT DISTURBANCES. 
THE PRESIDENT S AID HE HAD RELUCT ANT L Y CO NCL UDED TH AT IT 
WOULD BE MORE HUMANE AND THERE WOULD BE F AR LESS RIS K 
OF INJURY OR DESTRUCTION IF HE DECL ARED THE ST ATE OF 
SIEGE AND PREVENTED THE MINERS FROM E NTERING LA P AZ. 
HE SAID THAT INDIRECTLY COB LE ADER JUAN LECHIN HAD 
WA RNED THE GOVERN MENT ITHRO UGH A L AW YER KNO WN TO HAV E 
FREQUENT AND DIRECT ACCESS TO THE MINISTER OF THE 
INTERIOR AND THE PRESIDENT) TH AT THE LE ADERS OF THE MARCH 
ON L A P AZ PL ANNED TO T AKE OVER IMPORT ANT BUILDI NGS AND 
TO GENERATE VIOLENCE. LECHIN HAD SENT THIS WA RNING JUST 
BEFORE DEP ARTING FOR A L ABOR CONFERENCE IN EUROPE. 

6. CC) I SAID I FUL LY UNDERSTOOD THE RE ASONS AND THE 
NEED FOR THE ST ATE OF SIEGE. I S AID THAT IT APPE ARED 
TO ME TH AT THE MAIN T HING IS THAT THERE BE NO UNNECESS ARY 
HUMAN COSTS. FOR EXAMPLE , I HAD HE ARD THAT SOME PEOPLE 
WHO HAD GONE INTO INTERNAL E XILE HAD HE ALTH PROBLE MS. 
IT WOULD BE IMPORTANT TH AT THE Y SUFFER NO CRITIC AL 
EFFECTS FROM THEIR EXILE . 

7. ~) WITHOUT PRES UMING TO CO MMENT ON HO W THE GO VER NME NT 
DOES ITS BUSINESS , I ALSO SAID IT IS IMPORT ANT TO BE AR 
IN MIND HOW THE WORLD OUTSIDE OF BOLI VI A VIE WS THE 
ST ATE OF SIEGE , AT THE MOMENT ATTITUDES ARE EXTRE MEL Y 
POSITI VE AND ARE CONTRIBUTING I MPORT AN TL Y TO THE E XTERN AL 
ASSIST ANCE BOLI VI A IS RECEI VING . IT WOULD BE A SH AME 
IF SOME UNINTENDED SIDE EFFECTS OF THE SIEGE WERE TO 
UNDERMI NE THE OVER ALL POSITI VE EFFECTS. IN THIS REG ARD 
I NOTED THAT THERE HAD BEEN ONE NEGATIVE EDITORI AL IN 
THE NE W YOR K TIMES AND ANOTHER I N THE WA SHINGTON POST , 
BUT TH AT SO FAR THESE HAD NOT APPE ARED TO AFFECT AMERICAN 
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OPINION SIGNIFICA NTLY . THE PRESIDENT WA S UNAWAR E OF 
EITHER EDITORI AL AN D ASKED WHAT THEY SAID . I S AID THE 
NEW YOR K TIMES HAD INDICATED THAT THE ST ATE OF SIEGE HAS 
BEEN A STEP BACKWA RD IN THE CONSOLIDATION OF DEMOCRACY . 
THE PRESIDENT NODDED PENSIVEL Y. 

MECH ANISMS FOR SUST AINING FOLLOW-ON TO TAS K FORCE JANU S 

8. (C) I OUTLINED TO THE PRESIDENT OUR CONCEPT FOR HELP-
ING BOLIVIA MAINTAIN LONG TERM INTERDICTION 
AGAINST NA RCO-TR AFFIC K ING. I MENTIONED TH AT THE 
HELICOPTERS WOULD PRO~ ABLY BE LO AN ED TO THE DE A BY THE 
U.S. DEFE NSE DEP ARTMENT, AN D IN TURN LOAN ED RPT LO ANED 
TO BOLI VI A BY THE DEA. WE AR E LOO KING INTO WAYS TO 
TR AIN ADDITION AL BOLIVIAN PILOTS AN D MEC HAN ICS TO 
OPER ATE THE HELICOPTERS. WE ALSO ARE CONTEMPLATING 
CIVILIAN CONTRACTORS TO ASSIST WITH MAINTENANCE. 
IN AD DITION , WE HAV E RECENT LY BRO UGH T INTO BOLI VI A 
SWIFT BO ATS WHICH THE BOLIVIAN NAVY WILL OPER AT E IN 
ORDER TO SUPPORT UMOPAR (ANTI-N ARCOTI CS POL I CE) ON 
BOLI VIA ' S RI VERS. 

9. CC) PR I OR TO THIS SUMMER ' S INTERDICTION EFFORT , I 
SAID , COORDINATION BET WEEN THE BOLI VI AN AIR FOR CE AND 
THE BOLIVI AN POLICE ON INTERDICTION STRIKES HAD BEEN 
CAR RIED OUT INFORMALLY B Y T HE DE A IN BOLIVIA. HOWEVER , 
THE E XP ANDED LONG-TERM INTERDICTION EFFORT WHICH NOW 
WILL INCLUDE TWO MILITARY SER VIC ES WILL REQUIRE A MORE 
EFFICIENT MECH ANISM. IN ADDITION , WE AR E CONSCIOUS 
TH AT THE SENIOR MILITARY SERVICE IN BOLI VI A IS THE 
ARMY AND THAT ITS GRO WING RESE NTM ENT OV ER UMOPAR 
RELIANCE ON T AS K FORCE J ANU S IS DOUBLING BEC AU SE JANUS 

IS ESSENTIALL Y AN ARMY OPER ATION AN D THE BOLIVI AN ARMY 
APP E AR S TO HAV E NO ANTI- NARCOTICS ROLE AT ALL UNDER 
THE CIRCUMSTANCES , I SUGGESTED TH AT WE OUGHT TO FORM A 
JOINT INTERDICTION T AS K FORCE CO MMAN D CONSISTING OF ARMY, 
NA VY, AIR FORCE AND POLICE OFFICERS. THE DEA WOUL D BE 
THE U.S . ELE MENT WORKI NG DIRECTL Y WI T H THIS COMMAND. 
THE PRESIDENT S AID THE CONCEPT IS GOOD, AND HE SUGGESTED 
TH AT I T AK E UP THE ISSUE WITH THE MINISTERS OF DEFENSE 
AN D INTERIOR. (I HAV E AL RE ADY DONE T HIS WIT H DEFENSE 
AN D WI LL DO IT VERY SHORTL Y WITH THE MINISTER OF 
INTERIOR.) 

BT 

PSN: 028 524 
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OP IMMED 
DE RUEHLP ~ 7514 / 03 2482303 
0 0522552 SEP 86 
FM AMEMBASSY LA PAZ 

TO SECSTATE WASHDC IMMEDI ATE 4513 

INFO USCINCSO QUARRY HEIGHTS PN/ / SCCS / SC J3/ / 
AMEMB ASSY BOGOT A 5338 
AMEMB ASSY BRASILIA 5446 
AMEMB ASSY BUE NOS AI RES 8 285 
AMEMB ASSY LIMA 3818 
AMEMB ASSY QUITO 5302 

e-<I;; 6 R E -,.. SEC T ION 0 3 OF 03 L A P AZ 07514 

EXDIS 

E. 0. 12356: DECL: OADR 
TAG S : BL , SN AR, PGO V, EAID 
SUBJECT: CONTINUATION OF NA RCOTICS INTERDICTION AN D 

ECONOMIC AS S I ST AN CE 

10 . ~ ) I TOLD THE PRESIDENT THAT THE U.S. GOVERNMENT 
HAS DECIDED TH AT BOLIVI A MERITS ALL THE SUPPORT WE CAN 
GI VE IT. UNFORTUNATELY, OUR RESOURCES ARE EXTREMEL Y 
LI MITED . IN ADDITION, THE U.S. BUDGET OUTLOOK F OR FISC AL 
YE AR 1987 IS EXTREMELY DEPRESSED . THE ONE ARE A THAT 
SEEMS TO RECEI VE INCRE ASED ATTENTION IS THE FIGHT 
AGAINST DRUGS . 

11 . (C J WITHIN THIS CONTEXT I S AID WE ARE LOOKING FOR 
FY-86 YEAR-END DE VELOPMENT ASSIST ANCE TH AT MIGHT BE 
REDIRECTED TO BOLI VI A. WE ALSO WI LL BE WOR KI NG CLOSELY 
WITH THE AP PROPRIATE MINISTRIES TO USE WHA TE VER 
ASSIST ANC E BECOMES AVAILABLE IN F Y-87 TO REENFORCE THE 
BOLI VI AN GO VERNMENT ' S EFFORT -- SPE ARHE ADED BY THE 
MINISTER OF PL ANNING -- TD E XPLOIT PRESENT MOMENTUM 
TO ER ADICATE COCA AND MOV E CAMPESINOS INTO LEGAL CROPS. 
THE PRESIDENT ENTHUSIASTIC ALL Y S UP PORTED THIS EFFORT . 

12 . ~) I ALSO ALLUDED TO THE LONG-PE NDI NG HOUSING 
IN VESTMENT GU ARAN TEE AGREEMENT AN D S AID IT APPE AR S TO 
BE HUN G UP I N THE OFFICE OF THE LEG AL ADVISOR TO THE 
PRESIDENT. I POINTED OUT TH AT THE ACTI VA TIO N OF THIS 
AGREE MENT COULD BRING DOLS 15 MILLION TO BOLI VI A TH AT 
WOULD BE DEDIC ATED TO LOW-I NCOME HOUSING , HOUSE IMPROVE­
MENTS AN D THE RELATED URBAN INFR A-STRUCT URE ~A TER , 
SE WA GE , STREETS AN D OTHER UTILITIES ) . THE PRESIDENT 
SAID HE WOULD RESOLVE THE PROBLEM WITH HIS LEG AL ADVISOR. 

COMMENT 
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12. (C) OVERALL, THE MEETING WAS EXTREMELY UPBEAT , 
POSIT I VE . PRES I DENT P A Z E STENSSORO (AND, SE P A R A TEL Y, 
K EY CABINET MINISTERS) ARE GREATLY BUOYED BY THE U.S.' S 
CURRENT SIGNIFICANT AND TIMELY AID . THEY ARE MORE 
COMMITTED TH A N EVER TO THE ANTI-DRUG EFFORT AND THEIR 
SOUND ECONOMIC RECOVERY PROGRAM. 

RO WELL 
BT 
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DI STR I BUT ION: BURG -01 PERR-01 MAN-01 NORT-01 RAY -01 ~ 

LENC-01 MAT-01 /ll08 A2 

\./HTS ASS IGNED DI STR I BUT I ON: 
SIT: 
EOB: 

PRIORITY 

DE RUEHLP l:7550/ll l 2512121 
P 082116Z SEP 86 

FM AMEMBASSY LA PAZ 

TO SE C STATE \IASH DC PR I OR I TY 000 

INFO AMEMBASSY ASUNCI ON 
AMEMBA SS Y BOGOTA 

AMEMBASS Y L IHA 

AME MBASSY QUI TO 

DIA \./ASHDC 

USAF SO HOWARD AFB PIU / LA I // 
USCINCSO QUARRY HEIGHTS PN/ / J2/ I NT AFF /S CJ 2-PLOP S 
24COMP\./ HO\.IARD AF B PN/ / DO I // 

-~r..-:r I.Jl.J.-SECTION 01 OF 02 LA PAZ 07550 

DIA FOR JR BRANCH; USCINCSO ALSO FOR POLAD 

DE PT FOR Si ll AND T. J. CLEAR -

PLEAS E PASS TO DEPT OF LABOR FOR 

E. 0. 12356: DECL: OADR 

TAGS: BL , PHUM, EL AB, PGOV, PINS 
SUBJECT: HUNAN RIGHT S UPDATE: MOST DETA I NEE S RELEASED 

- - ABOUT 90 REMAIN IN CUSTODY 

REF: (A) LA PAZ 7183 DTG 281642Z AUG 86 
(B) LA PAZ 7347 DTG 022207l SEP 86 
IC) LA PAZ 7284 DT G 30165.0Z AUG 86 
(0) LA PAZ 7440 DT G 04 1925Z SEP 86 
~) BI GGS/O' HAR A/HU DDLE STON TELC ON 9/4 /86 

1. W) AS OF MIDDAY SEPTEMB ER 5, THE GOVE RN MENT HAD 

RELEASED NOST OF THE PEOPLE TH AT WERE DETAI NED AUGUST 
27-28 (REF Al. ACCORD I NG TO AN OFFICIAL ACCOUNT 

I SSUED BY THE MIN ISTER OF INTERIOR ON SEPTEMBER 1, THE 

GOVERNMENT DETAINED 184 PEOPLE, RELEASED 117 AND SENT 

50 IIHO I NTERNAL EXILE WITH rn HELD IN LA PAZ AND ONE 
PER SON IN FOREIGN EXIL E. ON SEP TEMBER 2, JORGE ! (TR IG O)) 

AllDIA, THE RECTOR OF THE SAN SIMON UNI VERSITY IN 
COCHABAMB A,\.IAS RELEASED ON THE CONDITI ON THAT HE REMA IN 
IN LA PAZ . ON SEPTEMBER 3, SIX OF THE TE N BEING HELD 

Ill LA PAZ I/ERE SENT INTO INTERNAL EXI LE IN PUERTO RICO 
1 ll THE PAHDO DEPARTMENT IS TATEl . 

2. IUI THE INITIAL \./AVE OF DETENTIONS SEEMS TO HAVE 

SUBSI DED, THOUGH A FEW PEOPLE HA VE BEEN PICKED UP 

SINCE THE GOVERNMENT 'S SE PTEMBER 1 STATEMENT: 

18 STUDENTS REMAIN IN CUS TODY (OF THE 50 ORIG IN ALLY 

DETAI HE Dl AS A RE SULT OF PARTICIPATI NG IN STUDENT 

RIOTS IN COCHABAMBA ON SEPTEMBER I (R EF Bl ; 

TWO UNION LEADERS DE TAI NED IN TARIJA SEP TEM BER 
WER E RELE ASED SEPTEMBER 4; AND 

ON SE PTE MB ER 3, SOME MINERS \./ERE DET AI NED AT THE 
SAN JOSE MI NE I N ORURO; THE GOVERNMENT SAYS THAT 
IT DET AINED 1\./0 MI NERS, WHIL E THE MI NEWORKERS 
UNION CLAIMS SI L 

BASED ON CURRENT INFORMATION, ABOUT 90 PEO PL E WERE BE ING 
DET AINED IN BOLI VIA EI GH T DA YS AFTER THE STATE OF SI EGE 

BE GAN. ON E REASSURIN G SIGN THAT " TH INGS ARE RETURNING 
TO NORMAL" IS THAT ON SEPTEMBER 4, THE BOL !V I AN WORKER S 
CENTRAL ICOB) REOPENED I TS OFF ICES IN LA PAZ -- THOUGH 
MOST COB LE ADE RS REMA I N " UNDERGROUND . " 

3. IU) OF THE REMA I NING DETAINEE S, THE LARGEST GROUP I S 
FROM COCHABAMBA . TWENT Y OF THEM ARE IN INTERNAL EXIL E 

AND 18 AR E BE ING HELD IN COC HABAMB A. ABOUT HALF OF THE 
18 BOLIVIAN COMMUNIST PARTY (PCB ) MEMBERS HAVE BEEN 

RELEASED. FATH ER GUS TAV O PELLETIER, THE ON LY DETAINED 
CATHOL I C PR IEST (REF Cl, WAS LET GO ON OR AB OUT 
SEPTE MBER 1. THE ONLY RELIGIOUS FIGURE LEFT IN 
DETENTION IS MET HOD IST PAS TOR GUS TAVO LOZA WHO REMAINS 

IN SAN JOAQU I N IN THE BENI (R EF Cl . OF TH E 20 ORIG I NAL 

DETAIIIEE S IN COCHABAMA, I NCLUDING LOZA, NONE HAVE BEEN 
REL EASED. THIS CONTRAS TS WITH LA PAZ \./HERE 86 OUT OF 

103 WER E RE LEASED AND TH E BE NI WHERE ALL TEN WERE 
RE LEASED. 

4. WI EMB ASSY HAS RE CE I VED TEN TE LEGRAMS FROM VAR IOUS 
U.S. ME THODI ST CHUR CH ES EXPRESSING CONCERN OVER THE 

DE TA INED MET HOD I ST PASTORS. TO FOLLOW UP REF E, EMB ASSY 
REQU ESTS TH AT DE PARTMENT SHARE I NFORMATION ON HU MAN 
RIGHTS SITUATION IN BOLIVIA WI TH: 

BT 

MRS. NORA BO OTS 
LAT IN AM ERICAN SECTI ON 
BOARD OF GLOB AL MI NISTRIES 
UNI TED METHODIST CHURCH 

425 RI VERS IDE DRIVE 
NEW YOR K, NEW YORK 10015 
PHONE : 212 - 87 0-3800 

a:D 
NL m153/iifJ'A>3'3 

BY l_l/J ' ~T~ 
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LA PAZ 7550 
AN006747 

DTG:0821162 SEP 86 PSN:033132 
TOR : 251/220SZ CSN: HCE447 

DI STR I BUT I ON: BURG-01 PERR-01 MAN- 01 NORT-01 RAY-01 I..!ll.:.fil. 
LENC-01 MAT-01 / 008 A2 

WHTS ASSIGNED DISTRIBUTION: 
SIT: 
E OB: 

PRIORITY 
DE RUEHLP •7550/ 02 2512125 
P 0821162 SEP 86 
FM AMEMB ASSY LA PAZ 

TO SECSTATE WASHDC PRIORITY 0000 

INFO AMEMBASSY ASUNCION 
AMEMBASSY BOGOTA 
AME MBASS Y LI MA 
AHEMBASSY OU I TO 
DIA WASHDC 
USAFSO HOWARD AFB PN//LAI// 
USCINCSO QUARR Y HEIGHTS PN/ / J2 / INTAFF / SCJ2-PLOPS 
24COMPW HOWARD AFB PN/ /DO I/ / 

e-&=U I- 9 E It TI il--l,., SECTION 02 OF 02 LA PAZ fl7550 

DI A FOR JR BR ANCH; USC INCSO AL SO FOR POLAD 

DEPT FORS / IL AND T.J. CLEAR -

PLEASE PASS TO DEPT OF LABOR FOR 

E.O . 12356: DECL: OADR 
TAGS: Bl , PHUM, ELAB, PGOV, PIIJS 
SUBJECT: HUMAN RIGHTS UPDA TE: MOST DETAINEE S RELEASED 

5. !LOU) COMMENT: THE STATE OF SIEGE HAS QUIETED THINGS 
OOYN THROU GHOU T MOST OF BOLIVIA. COCHABAMBA REMAINS 
TENSE AND THE CIVIC COMMITTEE IN SANTA CRUZ DEPARTMENT 
IS PLANNING A STRIKE TO PROTEST NATIONAL GOVERNMENT 
INATTENTION TO SANTA CRUZ ' S PROBLEMS -- AN ACT WHICH 
DIRECTLY VIOLATES THE RULES OF THE STATE OF SIEGE . I##) 
(¥.# ) FOR HUMAN RIGHTS, 

BOLIVIA'S LEADING HUMAN RIGHTS ORGANIZATION, HAS ASKED 
THE EMBASS Y TO USE ITS GOOD OFFICES WITH THE GOVERNMENT 
TO ALLOW HUMAN RIGHTS REPRESENTATIVE S TO VISIT THE 
DETAINEES AT PUERTO RICO AND SAN JOAQUIN AND TAKE THEM 
MEDICAL AND HUMANITARI AN AID. 

IN A SEPTEMBER 4 CONVERSATION WITH PRESIDENT PAZ 
ESTENSSORO (SEPTELI, THE AMBASSADOR DI SCUSSED 
PROBLEMS THE GOVERNMENT COULD FACE IF SOMEONE 
DIED IN SAN JOAQUIN OR PUERTO RICO BECAUSE OF 
POOR MEDICAL FACIL ITIES. 

ON SEPTEMBER 5, LABATT MET WITH TOP PERMANENT 
ASSEMBLY LEADERS TO STRESS THAT WHILE THE EMBASSY 
WOULD TALK WITH THE GOVERNMENT ON MEDICAL AND 
HUMANI TAR IAN HELP FDR THE DETAINEES, ANY SUCH 
CONVERSATIONS WOULD REMAIN PRIVATE. THE LEADERS 
AGREED TO EMBASSY STIPULATION. 

ON SEPTEMBER 8, LABATT RAISED THE ISSUE OF A 
HUMANITARIAN VISIT TO THE DETAINEES WITH A TOP 
LABOR MINI STR Y OFFICIAL WHO AGREED TO TR Y TO 
GET OTHER GOVERNMENT OFFICIALS TO RECONSIDER THEIR 
PREVIOUS REFUSAL TO SEE PERMANENT AS SEMBLY REPRESENT­
ATIVES . THE GOVERNMENT OFFICIAL ALSO AGREE TO 
INQUIRE INTO THE POSSIBILITY OF RECONSIDERING 
METHODIST PASTOR GUSTAVO LOZA ' S DETE NTION. 

(DRAFTED BY: POL: HO ' HA RA) ROWELL 
BT 
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LA PAZ 7559 
ANll06656 

DTG: 0821582 SEP 86 PS N: 033155 
TOR: 251/2223Z CSN: HCE456 

DISTRIBUTION: BURG-01 PERR-01 NORT-01 RAY-01 STRK-Jll l.!...!l..:.!!. 
BARM-01 /007 A2 

\/HTS ASSIGNED DISTRIBUT ION : 
SIT: 
EOB: 

OP I MMED 
DE RUEHLP #7559/01 2512201 
0 082158Z SEP 86 
FM AMEHBASSY LA PAZ 

TO SECSTATE \IASHDC IMMEDIATE 4543 

INFO AMEMBA SSY BO GOTA 5341 
AMEMBASSY BRASILIA 5447 
AMEMBASSY CARACAS 5679 
AMEMBASSY l lMA 3820 
AMEMBASSY QUI TO 53g3 
DEAHQS \/ASH DC 
USCINCSO QUARRY HEIGHTS PN//SCCS/SCJ3// 
193DINFBDE FT CLAYTON PN//SC/ JE/ / 

-e- 8 N F I C ! I~ T I ~ L SECT I ON 01 OF 02 LA PAZ .07559 

USCINCSO ALSO FOR POLAD 

DEAHQS FOR DC, OF, OIS L, OS 

E.O. 12356: DECL: OADR 
TAGS: 
SU BJECT: 

Bl, SNAR, BR 
BRUTAL ASSASSINATION RI VET S BOL IV IA' S 
ATTENTION ON DANGERS OF NARCO-TRAFFICKER 
PRESENCE 

I. (U) ON SEPTEMBER 5 PRO MINENT BOLIVIAN NATURALIST 
NOEL ( IK EMPFF)) MERCADO \/AS MUR DERED BY DRUG TRAFF I CKE RS 
IN REMOTE NORTH-EASTERN BOLIVIA. THE KEMPFF FAMILY IS 
CLOSELY CONNECTED \/ !TH THE DEMOCRATIC OPPOSITION AO N 
PARTY. KEMPFF IS ALSO ASS OCIATED WITH A NUMBER OF 
PROMINENT FAMILIES IN SANTA CRUZ DEPARTMENT AND IN 
LA PAZ. 

2. (C) THE FOLLOWI I.G .,.RE THE CIRCUMSTANCES OF THE MURDER 
AS RELAYED TO OUR AME,SSADOR BY THE SPANISH AMBASSADOR 
WHO HAD RECE IVE~ THE INF ORMATION FROM HIS VICE CONSUL 
IN SANTA CRUZ AND A SPANIARD WHO \/AS PRESENT AT THE 
MURDER . 

. A. (U) KEMPFF, ACCOMPANIED BY A SPANISH BIOLOGIST 
VICENTE CAST ELLON, WAS OPERATING OUT OF A SAWMILL CAMP 
IN THE NATIONAL PARK OF HUANCHACA ALONG THE BRAZILIAN 
BORDER ffiOUGHLY 60-30 WAND 14-30 S). THE TWO NATU RALIST S 
PROCEEDED IN A LIGHT PLANE 111TH A GUIDE AND A BOLIVIAN 
PI LOT . 

. B. IC) THEY SPOTTED AN ATTRACT I VE LANO I NG STRIP WHICH 
OFFERED A GOOD SITE FOR A BASE CAMP. THE SPANISH 
PROFESSOR !THE SOLE SURVIVOR) SAID HE FELT THAT THE 
LANDING STRIP WAS RUN BY TRAFFICKERS, BUT THE PILOT 
AND GUIDE INSISTED THAT IT WAS ABANDONED. 

C. (U) CASTELLON AND KEMPFF STAYED \/!TH THE AIRPLANE 
AND ARGUED FOR IMMEDIATE DEPARTURE. THE PILOT AND GUIDE 
INSI ST ED ON GOING 00\/N A PATH FROM THE AIR FIELD. ABOUT 
10-15 MINUTES LATER THEY REAPPEARED FOLLOWED BY FOUR 
ME N ARMED BY AUTOMATIC \IEAPONS. THE PILOT, GUIDE, 
CASTELLON AND KEMPFF THEN TRIED TO PERSUADE THE ARMED 
MEN THAT THEY WERE SC I Etm STS, NOT POL ICE . AFTER ND 
MORE THAN ONE-T\/0 MINUTE S ONE OF THE MEN MACHINE-GUNNED 
THE PILOT AND THEN KEMPFF. CASTELLON AND THE GUIDE FLED 
INTO THE SUR ROUNDIN G BRUSH . THE TRAFFICKERS CAUGHT AND 
KILLED THE GUIDE BUT FAILED TO FI ND THE PROFESSOR . 

D. (C) THE ARMED MEN DRAGGED THE THREE BODIE S TO THE 
A I RPLANE, POURED KEROSENE AND BUR NED THE CADAVERS IN 
THE AIRCRAFT IN THE MIDDLE OF THE AIRSTRIP. 

E. IU) THE FOLLOWING MORNING (SATURDAY, SEPTEMBER 6) 

A SEA RC H PLANE FROM THE SAWM ILL SPOTTED THE SPANIARD, 
LANDED AT THE AIRSTRIP AND TOOK HIM OUT BEFORE ANY OF 
THE ARMED MEN COULD RETURN TO THE STRIP. 

3. ~) IN DEBRIEFINGS IN SANTA CRUZ THE SPANIARD SAID 
THAT THE ARMED MEN HAD SPOKEN WITH HEAVY BRAZILIAN 
ACCENTS AND APPEARED NOT RPT NOT TO UNDERSTAND SPANISH 
VERY WELL. FOLLOW UP BY DEA HAS SHO\IN THAT THE AIR STRIP 
HAS BEEN A HIG H PRIORITY TARGET BUT THAT WE HAD NOT 
BEEN ABLE TO REACH THE SITE BECAUSE OF ITS REMOTENESS AND 
DIF FIC ULTIE S WITH THE BOL IVIAN AIR FORCE FI XED-I/ ING 
AIRCRAF T NEEDED TO REFUEL HELICOPTERS. 

4. IC) ON SEPTEMBER 8 BLAST FURNACE TOOK A SUBSTANTIAL 
UMOPAR (ANTI-NARC OTIC S POL ICE) STR IK E FORCE TO THE AIR 
STRIP. AS OF MID-DA Y THEY HAD RECOVERED THE BODIE S 
AND HA D LOCATED A MAJ OR LABORATOR Y SOME DISTANCE FROM 
THE AIR STR IP. Al THOUGH THERE ARE NO REPORTS OF 
TRAFFICKERS CAPTURED, THE UMOPAR FORCES HAVE SEIZED 
500 BARRELS OF EI TH ER -- ENOUGH TO MAK E SIX TONS OF 
COCAINE . 

5. IU) FURTHER REPORTS \/Ill BE IN BLAST FURNACE 
CHANNELS. 

6. IC) COMMENT: THE SENSELESSNESS OF THE MURDERS AND 
BT 
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USCINCSO ALSO FOR POLAD 

DE AHOS FOR OC , OF , OISL, OS 

E. 0. 12356: 
TAGS : 
SUBJECT: 

DECL: OADR 
BL, SN AR, BR 
BRUT AL ASSASSIN ATION RIVETS BOLI VI A' S 

THE PROMINENCE OF THE RESPECTED NOEL KEMPFF HAVE CALLED 
BOLI VI AN PUBLIC ATTENTION ON THE DANGER TRAFFIC KING 
PRESENTS TO INNOCENTS . THE FACT THAT THE MURDERERS 
APP ARENTLY ARE BRAZILIANS UNDERMINES THE BOLIVIAN 
LEFT' S FOCUS ON "BLAST FURNACE" AS AN " AFFRONT TO 
SOVEREIGNTY." THE E VENT ALSO UNDERSCORES AG AIN THE 
NEED FOR REGIONAL ANTI-DRUG COOPERATION THAT INCLUDES 
BR AZIL . 

ROWELL 
BT 




