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With great respect, we dedicate this report
to the late Senator Henry M. Jackson, who
proposed the creation of a bipartisan
commission on Central America and served as
one of its Senior Counsellors. 1In his life
and work Senator Jackson was devoted to the
twin goals of national security and human
betterment. These are also the goals that
have guided this report, and we hope, in his
spirit, that it will contribute to their
advancen 1t.
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Chagter 2
A HEMISPHERE IN TRANSFORMATION

The Commission has been asked to make recommendations on
Central America. We recognize that our mandate has this
geographic limit. But as we examinc the isthmus it became
apparent that the ¢—isis which gave rise to this Commission is
a part of a broader r 1lity and that United States policy in
Central America must reflect a clear understanding of its
hemispheric framework.

The hemisphere as a whole is in flux. Central America's
difficulties are enmeshed in the Latin American experience,
which is different from our own.

Central An :ica's present suffering is to an important
degree the product of internal conditions which can also be
found in Mexico and South America. Much of Latin America has
an Indian heritage; most of it was colonized by Spain. 1In
Central America, the mark of that experience has remained on
attitudes, political processes and ways of doing things, as it
has throughout the hemisphere to this day. The conflicts in
the isthmus ¢ ‘ive in part from social and economic structures
whose origins, as in South America and Mexico, lie in the
sixteenth, seventeenth and eighteenth centuries.

The crisis in Central America is ¢ 50 partially the result
of events and forces outside the region. The soaring costs of
imported energy, the drop in world coffee, sugar and other
commodity prices, recession in the developed world, the
explosion of international interest rates, have undermi: d
economic progress. International terrorism, imported
revolutionary ideologies, the ambitions of the Soviet Union,
and the example and engagement ¢ a Marxist Cuba are
thr¢ tening the hopes for politi 1 progress.

Throughout history, the U.S. policies toward the nations of
the Americas that have succeeded have been those that related

the individuality and variety of the different countries to a
concept of the hemisphere as a whole. The Monroe Nnctrine. the

ditterences among nations as ethnically, culturally,
politically and historically diverse as, for example, Mexico,
Guatemala, Costa Rica, Argentina, Peru and Brazil, there was a
commonality of interest and experience calling not for
uniformity but for coherence in our policies toward the many
indivi 1l nations of Latin Americ ., So it is today. The
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southern United States that stretches from Miami to Los
Angeles, and which is home to many of our fastest growing urban
areas and high technology industries, regards as a natural
element of life its shared Gulf and Caribbean sea routes as
well as a 2,000 mile land border facing south. Common time
zones and short distances facilitate flows of information and
constant travel for business, education, pleasure and
employment.

The similarities should not be romanticized. Our historic
experiences have not been the same. North America did not
begin with an essentially feudal social structure, nor was
military conquest as central to us as it was in Latin America's
early history. The Iberian cultures planted different modes of
thought, different attitudes. But despite these difference
the Americas, North and South, have tried recurringly to shape
a common destiny. The sense of interdependence and mutual
reliance was manifest from the outset of the struggles for
independence. It moved President Monroe to proclaim this
hemisphere off limits to the territorial ambitions of European
colonialism. That same sense of common destiny brought the
Americas together in the first international organization for
regional cooperation, the International Conference of American
States in 1889-90. It led them some 60 years later to design
-- under the Treaty of Rio de Janeiro -- the first mutual
security system recoygnized by the U,N, Charter and to organize
history's boldest venture of region-wide development in the
Alliance for Progress in 1961.

We are aware that widespread ignorance about the area in
this country is an obstacle, indeed a danger. We are also
aware that our interests, our aspirations, and our capacity to
grasp the essence of the complex reality of our age will be put
to one of their most important tests in this hemisphere. This
is the spirit with which we have approached our assignment of
dealing with the prospects of a small but integral part of { is
hemisphere: Central America.

TWO CHALLENGES

The hemisphere is challenged both economicallv and
v :
r

America.

The Economic Challenge

First, the commanding economicC issue in all of Latin
America is the impoverishment of its people. The nations of
the hemisphere -- not least those of Central America --
advanced remarkably throughout the 1960's and 1970's. Growth
was strong, though not nearly enough was done to close the ¢ »>


















Chapter 3
CRISIS IN CENTRAL AMERICA: AN HISTORIC ~ OVERVIEW

Central America is gripped today by a profound crisis.
That crisis has roots deep in the region's history, but it also
contains elements of very recent origin. An understanding of
it requires some familiarity with both.

The impact of the crisis on the people of Central America
has been shattering. It potential impact on the hemisphe e,
on the United States, ana, in a larger sense, on the worla, is
far~reaching.

If this crisis were a purely local matter, involving the
peoples of that region alone, it would still deserve the urgent
attention of the people of the United States as a matter of
simple humanity. 1Its larger dimensions give us, in addition,
strong reasons of national self-interest to be acutely
concerned about its outcome.

There has been considerable controversy, sometimes
vigorous, as to whether the basic causes of the crisis are
indigenous or foreign. In fact, the crisis is the product of
both indigenous and foreign factors. It has sources deep in
the tortured history and life of the region, but it has also
been powerfully shaped by external forces. Poverty,
repression, inequity, all were there, breeding fear : hate;
stirring in a world recession created a potent witch' rev,
while outside forces have intervened to exacerbate the area's

troubles and to exploit its anguish.

Those outside forces have given the crisis more than a
Central American dimension. The United States is not
threatened by indigenous change, even revolutionary change, in
C itral America. But the United States must be concerned by
the intrusion into Central America of aggressive external
powers.

fn this chapter, we will explore the origins of the crisi
and try to define its present nature. ?his r uires a brief

FR S,

are important to any consideration of prospects and policies
for the future.
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The Colonial Legacy

Both conquest and the colonial experience left marks on
Central America that have greatly hindered political and
economic development. Except in a few areas, the Spanish
conquerors imposed on the Indian peoples a semi-feudal system
based on large land holdings and the exploitation of indigenous
labor. These patterns persisted from generation to generation
into our day, with we:¢ ™ :h, education, and political power
continuing to be shared unequally between the descendents of
the conquerors and those of the conquered.

The modern history of Central America traces back to a
"Kingdom of Guatemala,® which gradually emerged in the middle of
the sixteenth century. It was a product of synthesis, growing
out of a struggle between rival Spanish conquistadores from the
vice royalties of Peru and "New Spain,®" as Mexico was then
called. One =nAdiancia (judiciary/legislature) was established
in Pani 31 uUnNuer reciuvad auspices, and another was established
in Guatemala, nominally subservient to Mexico, encompassing the
present-day countries of Costa Rica, Nicaragua, Honduras,
Guatemala, and El1 Salvador plus the Mexican state of Chiapas.

During the three centuries of Spanish colonial rule,
roughly from the 1520's to the 1820's, Central America's
political system was authoritarian; the economy was
exploitative and mercantilist; the society was elitist,

archical and made up essentially of but two sharply
distinct classes; and both the Church and the educational
syst 1 reinforced the patterns of authoritarianism. Nor did
the colonial period ever provide much training in
self-governance; the large indigenous populations were never
integrated into the political life of the colonies.

There were variations up and down the isthmus, however.
Guatemala had the most gold and silver for the Spaniards to
take and the most Indians to exploit. Hence the impact of the
Spanish colonial system was strongest in that country, leaving
a legacy of political and social structures particularly
resistant to change. Pan¢ 1 and Costa Rica, with small
indigenous populations, little gold or silver, and located far

from the main centers of Spanish rule, felt the Spanish
il bl LbA TAaanr ©1 @aluadnr . Honduras, and

Independe :e and After

Independence from Spain brought a fragmentation of
political authority but otherwise little to alter the social
institutions and practices of three centuries. The five
nations began independent life in 1823 as one: the United
Provinces of Central America. From the outset civil wars

disrupted the lort to cor > "lat a itré ~ government. Just
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to commerce, came to power all across Central America, and for
the most part they succeeded in establishing stable
governments. But in this climate of greater order the
landholding elites began to reconsolidate their power, while
governments remained autocratic, generally under a single
dictatorial leader.

Rule by Oligarchy

The period 1890-1930 was the heyday of oligarchic rule in
Central America. In addition to the older landed oligarchy, a
commercial import/export class had arisen. A coffee boom that
began in Costa Rica in the 1870's transformed the export
economies of Central America, providing substantial new
wealth. Middle classes began to develop. Unwritten rules were
established enabling the elites -- whether military or civilian
or, more usually, a combination of the two -- to rotate or
alternate in office. Military forces, which had largely been
bands of irregulars in the service of powerful individuals,
began to come under central authority and to develop into
regular armies. This provided an important new avenue of
upward mobility for ambitious young men, and transformed the
politics of the region as the armies increasingly grew into
autonomous institutions.

All these changes occurred under oligarchic auspices except
in Costa Rica, which built upon its earlier democratic roots.
Thus when the depression of the 1930's pr¢ ipitated political
and economic convulsions, Central America had no political
infrastructure -- parties, regular elections, representative
institutions -- out of which democracy could emerge.

By the first decades of the twentieth century, common
characteristics in the economic development of the five
republics had become apparent. The cultivation of a few basic
agricultural crops for export -- coffee, bananas and sugar --
dominated their economies. Particularly after the coffee boc
of the 1870's, plantatior producing for export encroached on
subsistenc farming. A dual agricultural system emerged:
large plantations for export crops; small plots to raise food.
This reinforced the social divisions inherited from the

colonial period. The bulk of the population survived on
- -~ N R SR N anAd nn enheaiatence

ﬁxport—oriented growth generated pPOCKerS OL moueLunisaviuvi wed
higher living standards in the urban areas. But the middle
classes remained weak.
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attempts to relax the harsher aspects of the old
authoritarianism -- to allow a greater sense of pluralism and
freedom. In Honduras, military and civilian parties rotated in
office or else ruled jointly in an arrangement whereby military
officers controlled security matters and acted as political
arbiters, while the civilian elites managed the economy, held
key cabinet positions, and staffed the bureaucracy. In
Guatemala, after the United States helped bring about the fall
of the Arbenz government in 1954, politics became more
divisive, violent and polarized than in the neighboring

states. But even there, there were efforts to combine civilian
and military rule, or to alternate between them, in v :ious

shaky and uneasy blends.

In E1 Salvador a similar system operated from 1958 to
1972. There, a group of younger, more nationalistic officers
came to power and pursued populist strategies. They allowed
the major trade union organizations to grow and to have a ,
measure of political participation. The Army created its own
political party, modeled after the Mexican PRI. It held
elections regqularly, in which the official candidates generally
#son; on the other hand, through a system of corporate
representation within the party, most major groups had some say
in national affairs.

None of these regimes was truly democratic, but the trend
seemed to favor the growth of centrist political forces and to
be leading toward greater pluralism and more representative
political orders. This trend gave hope for peaceful
accommodations and realistic responses to the profound social
changes occurring in the countries of Central America.

Political Retrogression

The trend of the 1960's toward more open political systems
was reversed during the 1970's. Whereas in Honduras the
military sponsored moderate reform and prepared the cc 1try for
a return to democracy, a period of closed political systems,
repression and intransigence began in Guatemala, Nicaragua, and
El Salvador. In each of these three countries, resistance to
¢ ange on the part of the dominant military and civilian groups
beceé 2 stronger as demands for a larger share of national

-

income. increased social services and areater nolitical

over the aday-to-day activities OI government ana more narsniy
repressed perceived challenges to their power from trade union
or political movements.

In Nicar wua, the political opening that had seemed to
promised in the 1960's was now closed off by Somoza's second
son, Anastasio, Jr., who took power in 1966. His rule v
characterized by greed and corruption so far beyond even the
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"1 Dect¢ Her 13, 1960, representatives of the five republics

meeting in Managua signed the General Treaty for Central

* »wrican Integration, leading to the establishment of the
itral American Common Market.

The Common Market inspired a surge of energy and optimism
throughout the region. Manufacturing for import substitution
produced significant industrialization, particularly in
Guatemala and El1 Salvador. Intra-regional trade grew from only
$33 million in 1960 to over $1 billion in 1980, a proportional
increase two and a half times greater than the growth in world
trade during these decades. New regional institutions, such as
the Central American Bank for Economic Integration and the
Central American Economic Council, held out the promise of
region-wide growth and development based on close cooperation

among the five nations.

The Common Market, along with the external resources
provided under the Alliance for Progress, made a substantial
contribution to what the ECLA has described as a "sustained
dynamism”" in the region's economy in the 1960's. General y
favorable and stable international prices for Central America's
export commodities also contributed to this dynamic econc¢
growth, The region's exports went up dramatically, rising from
$250 million in 1950 to $3.2 billion in 1978. Gross domestic
product in the region increased at a rate of 5.3 percent per
year in real terms between 1950 and 1978. 1Incomes calculated
on a per capita basis rose at rates all the more impressive
because they were accompanied by population growth with few
parallels in the world. The five republics had a population of
less than eight million in 1950, and of more than 20 million by
the end of the 1970's. Yet between those years real per « pita

income doubled.

Post-war growth brought a sharp increase in urbanizaton.
Capital cities doubled their share of the total population.
New highways and port facilities were built. Telephone and
electric systems were expanded. More people got access to
radio and television. Advances were made in health and
education. 014 centers of social power such as the armed

forces and the Roman Cathollc Church lost some of their
CT Y s ~~1tral

8
11£

Although some benefitted from social change and economic
growth in those decades, many others benefitted little or not
at all. In ECLA's judgment -- and the other experts the
Commission consulted on this point were in virtually unanimous
agreement - “"the fruits of the long period of economic
expan51on were distributed in a flagrantly 1nequ1tab1e
manner." Thus, as an example, in E1 ;| 1lvador in 1980, 66
percent of the national income went to the richest 20 perce :
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the period of modernization by no means lifted most Centi 1
Americans out of poverty, it did arouse expectations that the
quality of life would improve. The frustration of these
expectations, along with the disappointment of efforts to bring
about political change in the region, thus offered fertile
opportunities for those both in the region and outside of it
who wished to exploit the crisis for their own advantage.

The Growth of Communist Insurgency

By 1979, in terms of modern military capabilities Cuba ha
become perhaps the strongest power in the Western Hemisphere
south of the United States. It was also the country be =
prepared and most eager to exploit the intensifying crisis in
Central America.

During the preceding two decades, the Cuban revolution had
already had a major effect in Central America. Castro's
successful insurgency was studied eagerly in the universities,
where tt attraction of revolutionary Marxism was already
strong. Castroism was initially seen as a dynamic deviation
from the mainstream Soviet-sponsored communist movements, and
it spawned would-be revolutionary groups in all the countries
of the isthmus.

The influence of Castroism also produced schisms in the
small Moscow-linked parties of the region. They mostly held to
the orthodox view that, in the conditions then prevailing,
ar ed insurgency was an unworkable strategy. But during the
1970's, as political and economic conditions worsened, that
view came under increasing challenge. At the same time,
conservatives and the military were frightened by the Cuban
revolution into hardening their attitud¢ toward political
change.

In the early years, the major Cuban effort to export
revolution to Central America occurred in Guatemala. There,
Castro gave support to an armed insurgency that began in 1960.
Though the Soviet Union was relatively inactive after the Cuban
Missile Crisis, Castro provided arms, financing and training to
the MR-13 guerrilla movement and later to the rival Armed
Forces of Revolution (FAR). This was not an isolated tactic.

cut trade and diplomatic ties.

The Guatemalan Army's successful counter-insurgency
campaigns, Castro's increasing disappointment over the
factional infighting of the Guatemalan guerrillas, and his
disillusionment with the effort generally to export revolut on













coup d'etat carried out by young officers in October of 1979
put an end to the brutal regime of General Romero and opened
the way for that revolution. In the years since, even in the
midst of escalating violence, the struggle for basic reform and
a democratic transformation has continued. A sweeping program
of land reform, now affecting 20 per 2nt of the country's
arable land, was launched; a Constituent Assembly election was
held in which about 80 percent of those eligible went to the
polls under very adverse circumstances; a new constitution has
now been written and the country is preparing to elect a
president in March.

Guatemala. Guatemala is also suffering from violence and
economic decline. 1Its economy is the largest and most
diversified in Central America. But it still depends on coffee
exports for more than 60 percent of its agricultural foreign
exchange earnings. With the decline in real prices for coffee
during the last few years, the economic growth rates, quite
satisfactory in the 1970's, turned negative. 1Insurgency and
political violence dried up sources of international credit.
Stagnation of the Central American Common Market, in which 80
percent of Guatemala's industrial exports are normally sold,
hit the industrial sector hard. Gross national product fell by
over 4 percent in 1983.

1]

Guatemala's economic troubles affect a society long
afflicted by the most extreme social inequity. Sanitation,
potable water and proper shelter barely exist in the country's
rural areas, where almost two-thirds of the population live.
More than 50 percent of adults are illiterate, and life
expectancy is less than 60 years. Overshadowing all social
issues in Guatemala is the presence of a large and culturally
distinct Indian population. Centuries of isolation and
passivity are now giving way among the Indians to discontent
and a drive to participate in Guatemala's economy and
politics. Thus the crisis there takes on an extra dimension.

In 1982, young officers broke the political pattern of the
past, overthrowing the brutal regime of General Lucas and
installing a junta I 1ided by the maverick General :rain Rios
Montt, who subsequently named himself President. Under Rios
Montt the Guatemalan army made significant progress against the
guerrilla forces, combining civic action with aggressive

reportedly terrorized with Killings designed to end local
support for the guerrillas.

A new military regime, which replaced that of Rios Montt
last year, has scheduled constituent assembly elections for
July of 1984, promised general elections for 1985 and announced
that the armed forces will stay out of the political process.



















-35-

Besides military interventions, the U.S. used other forms
of pressure as well. At various times these included customs
receiverships, debt refundings, and non-recognition of
governments that had come to power by force. None of these
policies worked very well, and they aroused considerable
resentment. In addition, private U.S. citizens sometimes
engaged in free-wheeling operations of their own -- such as
invasion of Nicaragua in the late 1850's by freebooter William
Walker, or the financing of a revolution in Honduras in 1911 by
Samuel Zemurray to protect his shipping and banana interests.
The legacy of these private interventions also continues,
understandably, to color the attitudes of many Central
2 3ricans towards the United States.

Franklin Roos 'elt's Good Neighbor Policy was designed to.
signal the end of the era of intervention and to put relations
with all of Latin America on a basis of mutual respect and

friendship. But in practice -- and particularly when World War
II put an added premium on good relations with neighboring
governments -- this policy of friendship and non-intervention

had the paradoxial effect of continuing to identify the United
States with established dictatorships.

The importance of the United States to the region's
economies has also been a powerful element in shaping Central
American attitudes toward us. Beginning in Costa Rica almost a
century ago, U.S. capital developed the banana industry and
monopolized it throughout the isthmus. For decades, the United
Fruit Company was known in the area as “"the octopus." It
controlled much of the region's transportation and
communications. Bananas were vital to the economies of several
countries, and United Fruit dominated the international markets
for t1 fruit. Since th 1950's patterns of both land
ownership and distribution in the banana industry have
diversified. United Fruit itself no longer exists; its
successor, United Brands, is widely regarded as both a model
citizen and a model employer. But the questionable praci :es
followed by the fruit companies in those early years, to¢ :]
with the power they wielded over weak governments, did a iot co
create the fear of "economic imperialism" that to some degree
still persists amc 3 Central Americans.

A hiaktnrv nf connaratinn Thie. hnwaver. jis onlv one side
A
LV
1¢ of
lr ~
:ute of

Inter-American Affairs, headed by Nelson Rockefeller, was
established. The Institute developed a system of "Servicios"
-- bilateral organizations to finance and manage projects in
health, education and housing. Through the decade of the
1950's the Servicios provided training and experience to a new
¢ 1eration of Central American technicians and professionals.
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The crisis, t us, 3 an-ul challenge to the nited

Stat 3. But that che 2 in turn presents us with an
opportunity -- an opg ity to help the people of Central

America translate their dreams of - better and a freer life
into reality.
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economic or political or social or security terms. The
requirements for the development of Central America are a
seamless web. The actions we recommend represent an attempt to
address this complex interrelationship in its totality, not
just in its parts.

This chapter focuses on broad issues of economic
performance, recovery and expansion. We propose specific
programs to reinvigorate critical elements within the Central
American economies in conjunction with social and political
change and progress. We envision, in the short term, an
emergency stabilization program and, in the medium and long
term, a new multilateral regional organization to measure
performance across the entire political, social, economic, and
security spectrum, and to target external aid resources where
they can provide the most significant impetus. In support of
these efforts, we urge a five-year commitment by the United
States to a substantially increased level of economic

assistance.

We recognize that large-scale economic aid alone does not
guarantee progress. The most successful growth efforts in the
postwar period -- including Central America's own sustained
expansion during the 1960's and 1970's -- were led by the
private sector. In these cases governments provided
appropriate incentives and eliminated roadblocks, rather than
trying to make themselves the engines of growth. This must be
done again in Central America.

Success will turn in part on the ability of the nations of
Central America to take full advantage of the enterprise,
courage, and initiative of individuals and of non-governmental
institutions and groups: businesses, voluntary organizations,
the churches and their lay organizations, trade unions,
agriculture and peasant leaders and cooperatives. All these
have roles to play.

We recognize that it is unlikely that the social inequities
and distortions that have accumulated over the last five
centuries will be corrected during the next five years. But
the groundwork for recovery should be laid as soon as
possible. To that end, bold initiatives are needed. The costs
of not meetina the challenaes in Cantral Aperica would be too

r

CURRENT ECONOMIC CONDITIONS AND THEIR CAUSES.

Before presenting our policy recommendations, we turn first
to an examination of current economic conditions and of the
causes of the crisis. Adverse international economic and
financial developments, natural disasters, ineffective economic
policies within Central America, structural economic
y 191 3, 1ad hi_1 level ¢ violer 21 ve nbined to
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sanctioned by the International Monetary Fund (IMF). These
programs aim at reducing inflation, stabilizing the balance of
payments, and recreating the conditions for future economic
growth. Unfortunately, in the short run the programs seem to
be more successful in achieving the first two of these than in
halting economic decline.

With the beginning of the international debt crisis, the
Central American countries lost their limited access to the
international commercial banking market. Trade finance lines
were cut and public and private sector borrowers were unable to
raise new funds, thus f :ther compounding debt-service
problems. To some extent, this reinforced the drop in imports
and the decline in economic activity, even though increased
official assistance more than offset the decline in commercial
bank credits. Any program of reactivation must address these
key factors. They lie at the heart of the region's development
problems.

EFFORTS TO ADDRESS THE CRISIS

The Central America 3, the United States, and others are
already making substantial efforts, thus preventing an even
more serious deterioration in living conditions. The Central
Americans -- as they must -~ are bearing the largest part of
the burden. EXacting economic stabilization programs are now
being implemented in almost all of these countries, while
further ambitious budget, monetary, pricing, and institutional
reforms are being consi 2red. In addition, governments are
beginning to provide incentives to encourage investment as well
as extra-regional trade. Volunteer groups, especially
religious and lay organizations, are providing valuable social
welfare services which »>vernments are unable to finance
because of budgetary cc¢ straints.

For their part, other countries are also contributing to
Central America's economic recuperation. Mexico and Venezuela
have established a major facility to provide o0il on
concessional terms. T¢I United States is making its influence
felt in several ways:

* Rv its own economic recoverv. which should eventually

* By the Caribbean Basin Initiative (CBI), which opens
up favorable prospects for new Central American
trade, and by the Generalized System of Preferences
(GSP), which extends duty free access to the U.S.
market for many Central American products.

* By its bilateral economic assistance programs, which
have been considerably expanded during the last few
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Americans themselves. Neverthel S, we are obliged to define
medium-term objectives which are ompatible with the interests
of the United States:

* Rlimination of - lence and civil strife.

Peace is an essential condition of economic and social
progress. So toc is elimination of the fear of brutality
inflicted by arbitrary authority or terrorism. No need is more
basic.

* Development of democratic institutions and processes.

The United States should encourage the Central American
nations to develop and nurture democratic cultures,
institutions, and practices, including:

* Strong judicial systems to enhance the capacity to
redress grievances concerning personal security,
property rights, and free speech.

* Free elections, by seeking advice from technical
experts and studying successful electoral systems,
including Costa Rica's.

* Free and democratic trade unions. The importance of
unions, which represent millions of rural and urban
workers, has b« n firmly established in the region.
They have been ot only an economic force but a
political one ¢ well, opposing arbitrary rule and
promoting democratic values. Labor unions will
continue to hav an important part to play in
political devel »>ment, as well as in improving the
social and ecor nic well-being of working men and
women. Assurina an equitable distribution of
economic benefi s will require both job-oriented
¢ 7elopment strategies and trade unions to protect
workers' rights.

* Development of str¢ g and free economies with diversified
production for both external and domestic markets.

percent in real terms, which 1s close tO the region's
historical growth rate and is necessary to absorb new entrants
to the labor force each year. This is an ambitious but
realistic goal despite today's depressed conditions and the
misfortunes of the recent past.
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estimated at as much as $24 billion for the seven countries as
a group. (Forecasts are summarized in the appendix.) The
World Bank, the International Monetary Fund, the Inter-American
Deve * h»pment Bank, other official creditors, private investors,
and commercial banks are likely to provide at least half of
these funds -- especially if each Central American country
follows prudent economic policies, if there is steady social
and political progress, and if outside aggression is
eliminated. The balance, as much as $12 billion, would have to
be supplied by the United States. (As defined in the appendix,
this total financing need includes the projected financing
requirements of Nlcaragua, which is not now a recipient of U.S.
assistance.)

We have already proposed that U.S. economic assistance be
increased in FY 1984 to cover part of this on an emergency
basis.

We now prnnmose that economic assistance over the five-year
neriod beginninug 1+u 1985 t~+tal $8 billion. Although the
macro-economic forecasts ou which we base this proposal do not
translate precisely into fiscal year federal budget requests,
this global figure would include direct appropriations as well
¢ contingent liabilities such as guarantees and insurance. In
effect, this would represent a rough doubling of U.S. economic
assistance from the 1983 level.

We recognize that such a proposal, at a time of serious
concern in the United States about the level of governmental
spending and the prospective size of the federal budget
deficit, may be viewed wit scepticism. However, we firmly
believe that without such large-scale assistance, economic
recovery, social progress, and the development of democratic
institutions in Central An :ica will be set back.

Recause of the magnitu : of the effort required and the
impor.ance of a long-term commitmen., we fiurther urge that
Congress appropriate funds for Central An ica on a multiple-
year basis. We strongly recommend a five year authorization of
money, a portion of which would be channelled through the
proposed Central American Development Organization, which is
outlined later in this chapter. The balance would support
economic assistance programs administered by existing U.S.

Ultimately, the effectiveness of increased economic
assistance will turn on the economic policies of the Central
American countries themselves. As we have noted, most have
begun to move away from some of the policies which contributed
to the current crisis. However, we agree with what many
experts have told us: that unless these reforms are extended
economic performance will not significantly improve, regardless
of the money foreign donors and creditors provide. 1In too many
other countrie , increased availability of financial resources
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The United States is about to join the Int :-American
Investment Corporation, which has been formed within the
Inter-American Developme : Bank. This new multilateral
organization will provide technical support, equity, and loans
to private sector companies which are active in the region.
This is a potentially us ful initiative and we hope that the
Congress responds favorably to authorizing legislation when it
is submitted later this year.

We reacammend t+ha exg (aj'l::h'i'li_tx of NDTC, inenranra in

I —

Needed foreign investment could be encouraged through an
expanded insurance guara :ee program. The Overseas Private
Investment Corporation continues to consider investment
applications, but because of current political conditions it
extends insurance in very few instances. Leading private
businessmen told the Commission that the unavailability of such
insurance is an obstacle to investment in projects that
otherwise have good pros :cts for commercial success. OPIC
should have the resources and the mandate to provide such

support.

We recommend the development of aid programs to nurture
small buveinesses, including microbusinesses.

The small business forms the backbone of these economies.
Economic aid programs specifically aimed at encouraging the
growth and formation of such businesses would assist in putting
more people to work and also give people a larger stake in
their economies. Such programs should include such incentives
as seed capital, loan guarantees, and technical assistance.

Accelerated Agricultural Development

Central America's rural areas contain the majority of the
region's poor. They also have the greatest potential for rapid
increases in production, particularly in the historically
neglected sector which produces food for local consumption
rather than for export.

Inteqrated prodrams of rural development targqeted at the
©tl

21
on food imports. Such programs require a variety of
coordinated measures which would have to be undertaken by the
Central Americans themselves, either by the governments of the

region or by regional institutions. They should:

* Provide long-term credit at positive but moderate real
interest rates to make possible the purchase of land by

small farmers.
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compensated, and that in the end the system enhances incentives
to expand the nation's total agricultural output,

We recommend the provision of financial resources to
surnlement credit and investment programs.

A key thrust of U.S. bilateral assistance should be to
supplement national and regional agriculture credit programs;
this is an element of AID's program which should be expanded in
the future. 1In addition, the program of seasonal agricultural
credit both for imported inputs and working capital which was
included in the emergency stabilization program should be
regularized and expanded in the medium term.

We recommend increased economic support for cooperatives.

Agricultural cooperatives have been important in both U.S.
and Central American rural development. They not only
encourade increased production through the pooling of resources
and sharing of risk, but contribute to improved distribution of
income. We recommend that the United States increase its
support for such organizations as part of its bilateral aid
program.

ORGANIZING FOR DEVELOPMENT

Our second major area of recommendations involves the
structure and form of the development effort. The proposals we
put forward in this chapter and the next are not a final
blueprint for economic and social development. This Commission
is acutely aware of its own limitations. We cannot provide
what is most vitally needed: a positive Central American
vision of the future, and a process for translating that vision
into reality. This can only be done by engaging the
initiative, the energy and the dedication of the Central
Americans themselves, in cooperation with their allies, in a
forum capable of address: g the development of the region in
all its dimensions, on a continuing basis.

We received many suggestions on how to structure such a
process. It was clear from these proposals, and from our own
deliberations, that what is required is not another institution

»

s
and initiatives. Responsibility for the modernization of each
country must lie with its own public and private institutions.
Rather, we propose the establishment of a structure which would
do what no existing national or international body now does:
provide a continuous and coherent approach to the development
of the region, a process of review of that development, and
access to that process by those who have not before been an
integral part of it.
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* The structure must be established on a sufficiently
permanent basis to de »nstrate the long-term commitment of
both the United States and the Central American countries
to the coordination of economic development with social and
political development. The continued utility of the
organization should be assessed after five years.

These principles could be served through a variety of
organizational structures. We have developed the outline of a
structure which we have called the Central American Development
Organization, or CADO. We put it forward not as the only
design, but as a means of illustrating how the concept could be
implemented.

Membership in CADO, as we envision it, would initially be
open to the seven countries of Central America -- Belize, Costa
Rica, E1l Salvador, Guatemala, Honduras, Nicaragua and Panama --
and to the United States. Associate member status would be
available to any democracy willing to contribute significant
resources to promote regional development. We would hope that
the other Contadora countries would participate actively, as
well as the nations of Europe, Canada and Japan. The
organization's Chairman should be from the United States with
an Executive Secretary from Central America.

The operating body of CADO, in which each full member would
be represented, would assess the progress made by each Central
American country toward economic, political and social
objectives, as well as make recommendations on the allocation
of economic resources. It would require of its members a high
degree of integrity and judgment; they would be expected to
bring to their tasks special competence and experience in the
development process. We are convinced that the region has an
impressive store of men and women, dedicated to the future
progress of their people, who could f£ill these roles.

Representation should be drawn primarily from the privat
sector. Each country delegation should include representati
of a democ: :ic trade union movement, of business and/or the
government. It would draw on a wide variety of sources for
information and for economic, political and human rights

the Organization of American States; and national monitoring
bodies and appropriate private parties.

Central American participation in the program should turn
on acceptance of and continued progress toward:

* The protection of personal and economic liberties, freedom
of expression, respect for human rights, and an independent

system of equal justice and crimir 1 . v enf :cer at.
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integrated into a comprehénsive approach on security, economic,
political and social nee¢ . The assessment of that effort

should be multilateral as well.

One historic model for this proposal is the Inter-American
Committee for the Alliance for Progress, or CIAP from its
Spanish-lanquage acronym. This was a « stinguished group of
persons from the hemisphere, including one U.S.
representative. They reqularly reviewed and provided
independent commentary on the national economic policies and
programs of the Alliance : ‘'mbers. Since they were mostly Latin
Americans and seen to be unbias , their advice was accepted in
the constructive spirit in which it was given. We have been
told by for 2r members of CIAP and former officials who figured
in the Alliance for Progress effort that a similar arrangement
for Central America would make a valuable contribution.

Governments, including that of the United States, would not
be bound to accept the judgments of CADO. The U.S. would be
free to maintain a bilateral economic assistance program in a
particular country, regardless of performance. But the present
purely bilateral process has its drawbacks. It factors
political assessments directly into economic aid decisions.
This makes the United States the prosecutor, judge and jury.

It leads to rancorous debate, sometimes poorly infor :d. This
Commission's proposal is an effort to explore a new process.
The responsibility for assessing development performance would
be assumed in the first instance by a respected multilateral
body, with donors retaining effective final control of their
financial resources. The process should be more effective,
more acceptable to Central America and more compatible with
present-day views of how sovereign nations should deal with
each other.

* % * * k *k % *k k *k k *k *k *x % % %

Appendix to Chapter 4:
Central American Financial Needs

Forecasts of _:ntral America's net foreign financial needs
(which at defined as the 1m of a country's balance of
payments current account aeficit plus minimal foreign reserve
build-up) depend on a number of factors including the
countries' economic policies, the political climate in the
region, the ability of national and regional institutions to
use increased assistance productively, and the international
economic and financial environment. The financial require¢ o2nts
also depend on the economic goal: the more rapidly these
economies grow, the gr at : th ir financial need. Faster












-67-

and Japanese participatidn would r Juce the share needed from
the United States.

In the short run, the financing needs in 1984 of the six
co : ies which now rece ve U.S. economic assistance are
estimated to be around { .5 to $1.7 billion, based on forecasts
of their export earnings and internal economic activity. The
uncovered gap -- after identified lending and investment
including budgeted U.S. economic assistance -- seer to 2 as
much as $0.6 billion. Thus, we have recommended an emergency
increase in U.S. economic assitance to help cover this
shortfall, so that the near-term prospects of economic recovery
will not dim further.

One adverse consequence of an ambitious recovery and
reconstruction program would be a sharp increase in debt levels
in all the Central American countries unless the terms on which
new assistance is extended are highly concessional. Such an
increased debt burden wo ld permanently mortgage Central
America's future, almost regardless of efforts to enhance
export (and, hence, debt service) capacity.







Chapter 5
HUMAN DEVELOPMENT

A comprehensive effort to promote de <c¢racy and prosperity
among the Central American nations must have as its cornerstone
accelerated "human development." Widesp: ad hunger and
malnutrition, illiteracy, poor educational and training
opportunities, poor health conditions, and inadequate housing
are unstable foundations on which to encourage the growth of
viable democratic institutions.

In this chapter we focus on social conditions, and on

forts which can be undertaken in both the short and medium
term to help Central Americans improve their living conditions.
The burden of action in these areas, even more than in some
others, lies primarily on the Central Americans themselves.
However well-intentioned, no foreigner can feed, educate,
doctor, clothe and house another country's people without
undermining its government or creating cultural conflicts.
However, the United States can provide some of the resources
which the Central Americans need to make their programs work,
and it can counsel on the design of those programs.

Many Central Americans with whom we met emphasized the
importance of bold initiatives to improve Central American

living conditions. 1In this spirit, we | lieve the following are
ambitious yet realistic objectives for the 1980's:

* The reduction of malnutrition.

* The elimination of illiteracy.

* Universal access to primary education.

* Universal access to primary health care.

* A significant reduction of infant mortality.

* A

* A signi “icant improvement in housing. .

The programs we outline below are intended to help Central
Americans achieve these objectives. Such funds as they require

from the U.S. government would be part of the expanded economic
assistance program described in the previous chapter.
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Developing Educational Opportunites

Central American countries suffer from widespread
illiteracy, from insufficient numbers and inadequate quality c¢f
primary and secondary schools, and from shortages of vocational
training opportunities. Adult literacy is lowest in Guatemala
(45% of the population in 1976), Honduras (60% in 1980), and El
Salvador (63%). Nicaragua now claims 90% literacy. Costa Rica
(90%), Panama (85%) and Belize (92%) all have high literacy
rates, although there are sharp differences between urban and
rural rates. For exé >le, in Panama rural literacy is only 65%

compared to 94% in the urban areas.

Although over the past twenty years there have been
improvements in the system, educational quality continues to be
generally poor. Educational content often has little relevance
to the practical needs of students, and there is a mismatch in
all countries between needed skills and the supply of persons
trained in those skills., Poorly trained and motivated teachers,
as well as inadequate physical facilities, textbooks, teacher's
guides, basic ‘educational materials and supplies are pervasive

problems.

In general, the Central American educational system is
weakest at its base: the quality of primary education is low,
and drop-out rates are high, despite laws mandating universal
compulsory primary education throughout the region. The
problems are particularly acute in rural areas where only three
or four years of education are the norm. Only a portion of
students -- under 40% in Honduras, Guatemala, El Salvador and
Nicaragua (1975 statistics) -- is retained through the primary

level.

The problems of the primary education system extend through
the secondary, vocational and higher education systems. Less
than 50% of the eligible population is enrolled at the secondary
level in most countries of the region. Schools are overcrowded,
teacher salaries are low, and many teachers are ill-prepared.
Similarly, vocational training opportunities are relatively
limited, underfunded, and not well matched to critical skill
shortages. Universities suffer from over-extended facilities,
over-emphasis on traditional fields (such as the law) at the

{

.
trained instructors, and extremely high attrition rates.
Moreover, many of the universities have become highly
politicized, more concerned with political activism than with
educating students to meet the concrete needs of their countries.

We agree with the many Central Americans who told us that a
substantial improvement in the availability and quality of
educational opportunities must begin at once and proceed as
rapidly as p¢ s3ibl . The nations of Ceni al America clearly
understand the important of education and have ade a













* Careful t :geting to encourage participation oy young p<eople
from all social and economic classes.

* Maintenance of existing admission standards -- which has
sometimes been a barrier in the past -- by providing
intensive English and other training as part of the program.

* Mechanis ; to encourage graduates to return to their h( e
countries after completing their education, perhaps by
providing part of the educational st rt in the for of
loans and linking forgiveness of loaus to their return.

* Arrangements by which the Central American countrles bear
some of the cost of the program, _

* The availability of at 1east";00 to 200 of these
scholarships to mid-career public service officials and a
further 100 for University faculty exchanges.

We are aware that such a program may be viewed as too
expensive and too dramatic. Experts have testified to the
Commission that once in place, such a large-scale program would
cost about $100 million. Because of the important implications
which the training of a country's future leaders has on its
political development, we believe this would represent a sound
investment of U.S. assistance funds. We hope that such a
program would be supplemented by significant private sector
efforts., U.S. universities, faced with declining enrollments,
will have hundreds of thousands of places by 1990 and could
readily accommodate these students in existing programs. The
universities would themselves benefit from attracting additional
Central American students to their campuses.,

We recommend that the United States, in close partnership
with the Central American governments and universities, develop
a long-term n1an to strengthen the major universities in Central
America.

The principal thrust of this assistance effort should be to
help improve the quallty of Central American universities. A
balanced program of assistance would include: -

* Technical assistance to provide immediate improvements in
undergraduate teaching and curriculum,

QI D LUMUTIILE, LAV LLLLLEDS,.

* An innovative effort to recruit and train junior faculty and
young- administrators.

* A complementary program of refresher training and upgrading
of existing faculty and administrative staff.
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Efforts to improve conditions have fallen far short of the
pace of rapidly growing populations; for example, between 1974
and 1978 in Honduras, almost 33,000 new urban households were
formed, but only 16,400 new apartments and houses were
constructed. Moreover, what construction occurs is primarily
for the wealthy. Eighty-six per cent of El1l Salvador's total
1978-79 investment in housing went into dwelling units for
households in the top 20 to 25 per cent of the income range. 1In
Nicaragua the figure was 88 per cent. Similar but less
exaggerated trends have existed in other countries of the region.

The prospects for the future are grim. One U.S. government
estimate indicates that the number of urban households could
increase by more than 4 million between 1985 and the end of the
century. Given recent housing construction rates of both
private builders and government agencies, less than one-quarter
of this need would be met. This inevitably would mean more
overcrowding of existing dwellings, further proliferation of
marginal and "squatter" settlements, and more pressure on
already overburdened services.

1

Central Americans, in both the public and private sectors,
must inevitably bear the major part of the burden of providing
adequate shelter to their people. Unfortunately, governmental
ineffectiveness and inefficiencies have compounded the
problems. Cost recovery is generally not practiced. Subsidies
are heavy and not necessarily related to income or wealth.
Interest rates are pegged at artificially low levels. Public
sector bureaucracies, including city governments, are typically
inefficient, overstaffed, and poorly managed. One typical
result is that legalization of land tenure has often lagged,
without which city services cannot be extended.

The U.S. government and other donors have made housing a
priority for many years and have probably prevented an even
worse situation from developing. These efforts have included
housing guarantee programs, support for the establishment of
housing banks and other financial associations, training,
technical assistance, and direct financial support for
construction financing. These programs should be expanded, in
close coordination with the Central Americans, as part of the
comprehensive development effort in the region. This also is

7l

resources and bringing to bear the Kinas or practicCal experience
which government organizations often lack.

There are two areas where U.S. assistance should be
concentrated.

i we 1 Jre

)1 © O)N_Prograuwm.

This 1 :ommendation was highlighted in the 1l¢ t chapter,
it is important to stress it again here. AID has estimated
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The Needed Commitment

The recommendations we have made in this chapter constitute
an ambitious program of human development in Central America.
They cannot be accomplished by appropriations of money alone.
Stability and security in the hemisphere depend on the existence
of ¢ iwcratic and economically viable nations in Central
America. 1In turn, this requires that their people be healthy,
educated, properly housed and free.

To achieve this requires a consensus in the United States
that the welfare of Central America is crucial to the well-being
of the United States itself, and a commitment by th¢ sands of
corporations and individuals -- as well as by the government --
to help improve living conditions throughout Central America.

We believe that if this ¢ relopment effort is to succeed, it
must be supported by the educational and business institutions
of this country. Such support is clearly in our own best
interests, as well as in those of the Central American nations.
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* They depend « external support, which is substantial’’y
more effective when it includes the provision of
privileged sanctuaries for the insurgents.

* They develop their own momentum, independent of the
conditions on which they feed.

* The insurgents, if they win, will create a totalitarian
regime in the image of their sponsors' ideology and the:
own.

“ 1t us first take these three points, briefly, in ¢ 1ier,

and then examine them more fully in the particular context of

the struggle now going on in Central America.

External Intervention. Whatever the social and economic
conditions that invited insurgency in the region, outside
intervention is what gives the conflict its present character.
Of course, uprisings occur without outside support, but
protracted guerrilla insurgencies require external assistance.
Indeed, if wretched cor itions were themselves enough to create
such insurgencies, we would see them in many more countries of
the world.

Propaganda support, money, sanctuary, arms, supplies,
training, communications, intelligence, logistics, all are
important in both morale and operal »>nal terms. Without such
support from Cuba, Nicaragua a the Soviet Union, neither in
El Salvador nor elsewhere in C....ral America would such an
insurgency pose so severe a threat to the government. With
such support, guerrilla forces could develop insurgencies in
many other countries. The struggle in El Salvador is
particularly severe because it is there that external support
is at present most heavily concentrated.

Therefore, curbing the insurgents' violence in El1 Salvador
requires, in part, cutting them off from their sources of
foreign support.

Tndependent Momentum. If reforms had been undertaken
earl.c., there would almost surely have been no fertile ground
’ ) o S ’ ’ ‘ 1cy.

ines
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One reason for this is that an explicit purpose of
guerrilla violence is to make matters worse: to paralyze the
economy, to heighten social discords, to spread fear and
despair, to weaken institutions and to undermine government
authority -- all so as to radicalize the people, and to
persuade them that any alternative is better than what they
have. By disrupting orc¢ :, trategy of terror strike at
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described in this chapter. 1In terms of regional and U.S.
security interests, Guatemala, with its strategic position on
t! Mexican border, the largest population in the Central
American area and the most important economy, is obviously a
pivotal country.

CfAanAlineiAn

The Commission has concluded that the security interests of
the United States are importantly engaged in Central America:
that these interests require a significantly larger program of
military assistance, as well as greatly expanded support for
economic growth and social reform; that there must be an end to
the massive violation of human rights if security is to be
achieved in Central America; and that external support for the
insurgency must be n 1tralized for the same purpose -- a
probl 1w treat in the next chapter.

The deterioration in Central America has been such that we
cannot afford paralysis in defending our national interests and
in achieving our national purposes. The fact that such
paralysis resulted from the lack of a national consensus on
foreign policy in the United States would not mitigate the
consequences of failure. We believe that a consensus is
possible, and must be achieved, on an issue of such importance
to the national security of the United States.

We would hope, moreover, that a clear U.S. commitment to
such a course would itself improve the prospects for successful
negotiations -- so that arms would support diplomacy rather
than supplant it.
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years. Indeed, precedent argueé that it would be only a
prelude to a take-over by the insurgent forces.

To install a mixed provisioni ° government by fiat would
scarcely be consistent with the notion that the popular will is
the foundation of true government. It would tend to inflato
the true strength of insurgent factions that have gained
attention thus far through violr e and their ‘ability to
disrupt the functioning of government. It would provide
openings for them and their foreign supporters to forestall
democratic politics. The likely final outcome of power-sharing
would be the imposition on the people of El Salvador of a
government unwilling to base its authority on the consent of
the governed.

We believe that a true political solution in El1l Salvador
can be reached only through free elections in which all
significant groups have a right to participate. To be sure,
elections do not solve a nation's problems. They can be the
beginning, but cannot be the end, of political development.
This is particularly true in El Salvador, which is threatened
by a fragmentation of political life affecting most, if not
all, of its institutions.

How elections are conducted will be crucial. Given
prevailing conditions in El Salvador, all factions have
legitimate concerns about their security. Neither supporters
nor of »nents of the regime can be expected to participate in

.ections so long as terrorists of the right or the left run
free. No political efforts at reconciliation can succeed if
the Government of E1l Salvador itself aids and abets violence
against its own people. Unless it effectively curbs the
actions of the death squads -- unless it provides basic
security for teachers, editors and writers, labor and rel1g1on
leaders, and generally for the free and secure expression of
opinion, the political process recommended here will break
down. A secure environment must be established for all who
wish to take part, whether leftists, centrists or rightists.
The U.S. Government - to be credible - must insist that these

conditions be met.

Thus the El1 Salvador Government must take all appr( iriate
measures to make the March 25 elections as safe and open as
ir
ity
process.,

The political process should not -- indeed cannot -- stop
after the March elections. Following the elections, basic U.S.
strategy for E1 Salvador should include firm support for the
newly elected legitimate government. Along with providing
military assistance, we should encourage it to pursue
negotiations and reconciliation with all elements of Salvadoran

>ciety that are prepared to take part in an open and
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1ese would include at least the loss of shared economic
¢ ‘its - such as a major drop “2rnal aid flows and
denial of access to special trade advantages.

Finally, as part of the backdrop to diplomacy, Nicaragua
must be aware that force remains an ultimate recourse. The
United States and the countries of the region retain this
option. There are, of course, non-military measures available
that we have not yet used ~- for example, economic restrictions
and reduction of diplomatic contact. As for the military
option, the precise circ-—stances in which it might be
considered essential to U.S. security are beyond the
Commission's mandate. But we do urge that direct U.S. military
action -- which would have major human and political costs --
should be regarded only as a course of last resort and only
where there are clear dangers to U.S. security.

If Managua proves responsive to serious negotiations,
hopeful vistas open up for the beleaguered peoples of Central
America, including those of Nicaragua. This is the course that
we would strongly prefer. We do not seek confrontation. We
prefer to resolve the conflicts in the region peacefully. We
would like to get on with the formidable challenge of improving
the lives of everyone in the region, including Nicaragquans.

The Contadora Group

The United States has a strong interest in encouraging the
nations of Central America to assume greater responsibility for
regional arrangements. Our involvement will be more acceptable
if it reflects a regional consensus. When countries of the
region take the lead, when we are not perceived as imposing
regional goals, the prospects of a constructi 2 evolution based
on shared purposes will increase. Thus, a key objective for
the United States should be to promote the development of an
independent system of regional relations, backed up by
commitments of U.S. economic resources, diplomatic support, and
military assistance. 1In the final analysis, for any regional
arrangement to be lasting it must be able to count on U.S,.
support. But for it to be supported it must elicit the
cooperation and good will of our sister republics to the south.

Successful reaional dipnplomacv within Central America must

broader regional arrangements that 1mposSe mutual opllgatlions,
create shared incentives to respect national rights, and
provide both for verification of compliance and penalties for
violation.

The four neighboring Contadora countries -- Colombia,
Mexico, Panama and Venezuela -- have been active and creative
in trying to develop a regional diplomacy that can meet the
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"the United States is determined to prevent by
whatever means may be necessary, including the
use of arms, the Marxist-Leninist regime in Cuba
from extending, by force or the threat of force,
its aggressive or ubversive activities to any
part of this hemisphere, and to prevent in Cuba
the creation or use of an externally 1pported
military capability endangering the security of
the United States."

In this section of the proclamation, President Kennedy was
in fact quoting a Joint Resolution of the Congress which had
been passed only a few weeks before.

Clearly, these goals have not been achieved. Since then,
Cuba -~- supplied, trained, and supported by its Soviet mentors
-- has grown into a power with major offensive capability, as
outlined in the previous chapter. Propped up economically and
militarily by the USSR, Cuba has been able to bankroll, train,
advise, and participate in insurgent movements in Guatemala,
Nicaragua, Honduras, El Salvador, Bolivia, Venezuela, and
elsewhere in the hemisphere.

Thus President Kennedy's vision of 1962 has given way to a
vastly different reality in 1984. 1In 1962 the United States
hoped that, by the exercise of American will and the projection
of American strength, Cuba would be neutralized as a threat to
Central and South America. More than twenty years later the

threat is still there -- and in guises that are arguably more
E rous to the stability of the region than the IRB) of the
1960's.

The United States has a clear interest in reducing Cuba's
role as a surrogate for the Soviet Union in the hemisphere.

Yet because of their mutual dependence -~- Cuba in gaining arms
economic aid, and diplomatic support; the Soviet Union in
gaining greater access to the region -- it is not likely that

the United States will be able to s¢ arate Moscow from Havana
under present circumstances. As in the past, Moscow may at
times seek to limit particular acts of Cuban adventurism within
the region when such acts impose excessive risks, conflict with
other Soviet objectives, or offer little opportunity. But

' o . ' "~ 1ire Cuba

Should Havana, for whatever reason, change its basic
attitude and be prepared for genuine coexistence with the
United States, we, in turn, should be prepared to negotiate
seriously. Such coexistence would have to involve an end to
Cuban support for insurgency in Central America and promotion
of revol] .ions els vhere in the wor*~ We, in turn, should
then be prepared to live with Cuba lift existing
restrictions.
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The prospects for security and progress in Central America
will turn on the efforts both of the nations of the region and
of the United States. For the longer term, the primary
emphasis must be upon the progressive reform of societies, the
strengthening of political processes, and the improvement of
economic conditions. To embrace tt goals and provide the
needed resources will not by itself assure security and
progress. But without these broader efforts, no diplomatic
strategy can be successful or endure.

There are no easy answers for the United States in Central
} :rica. There will be no early end to our domestic debate
apbout the best course to follow. We must, nevertheless,
vigorously pursue diplomatic and political approaches --
together with the other strands of our policy -- to foster a
regional framework for security, peace, development and
democracy.






Chapter @
CONCLUSION

We have concluded this exercise persuaded that Central
America is both vital and vulnerable, and that whatever other
crises may arise ‘to claim the nation's attention the United
States cannot afford to turn away from that threatened region.
Central America's crisis is our crisis. '

All too frequently, wars and threats of wars are what draw
attention to one part of the world or another. So it has been
in Central America. The military crisis there captured our
attention, but in doing so it has also wakened us to many other
needs of the region. However belatedly, it did "concentrate
the mind."

In the case of this Commission, one effect of concentrating
the mind has been to clarify the picture we had of the nations
of Central America. It is a common failing to see other
nations as caricatures rather than as portraits, exaggerating
one or two characteristics and losing sight of the subtler
nuances on which so much of human experience centers. As we
have studied these n¢ ions, we have become sharply aware of how
great a mistake it would be to view them in one-dimensional
te ;5. An exceptionally complex interplay of forces has shaped
tr ' history and continues to define their identities and to
affect their destinies.

We have developed a great sympathy for those in Central
America who are struggling to control those forces, and to
bring their countries successfully through this period of
political and social transformation. As a region, Central
America is in mid-passage from the predominantly authoritarian
patterns of the past to what can, with determination, with
help, with luck, and with peace, become the predominantly
democratic pluralism of the future. That transformation has
been troubled, seldom smooth, and sometimes violent. 1In
Nicaragua, we have seen the tragedy of a revolution betrayed;
the same forces that stamped out the beginnings of democracy in
Nicaragua now threaten El Salvador. 1In El Salvador itself,
those seeking to establish democratic institutions are beset by
violence from the extremists on both sides. But the spirit of

T« T o=t the 1, 1
21 1 wnel : 5t
wnere 1T Qoes noec,

The use of Nicara 1a as a base for Soviet and Cuban efforts
to penetrate the rest of the Central American isthmus, with El
Salvador the target of first opportunity, gives the conflict
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there a major strategic dimension. The direct involvement of
aggressive external forces makes it a challenge to the system
of hemispheric security, and, quite specifically, to the
security interests of the United States. This is a challenge
to which the United States must respond.

But beyond this, we are challenged to respond to the urgent
human needs of the people of Central America. Central America
is a region in crisis economically, socially and politically.
Its nations are our neighbors, and they need our help. This is
one of those instances in which the requirements of national
interest and the commands of conscience coincide.

Through the years, there has been a sort of natural
progression in this nation's ties with other parts of the
world. At first they were almost exclusively with Europe.
Then, without diminishing those ties with Europe, we expanded
our trans-Pacific bonds. Now the crisis in Central America has
served as a vivid reminder that we need to strengthen our ties
to the south, as well as east and west.

Our response to the present crisis in Central America must
not be a passing phenomenon. The United States was born of a
vision, which has inspir 1 the world for two centuries. That
vision shines most brightly when it is shared. Just as we want
freedom for ourselves, we want freedom for others. Just as we
cherish our vision, we should encourage others to pursue their
own. But in fact, what we want for ourselves is very largely
what the people of Central America want for themselves. They
do share the vision of the future that our ideals represent,
and the time has come for us to help them not just to aspire to
that vision, but to participate in it.

Our task now, as a nation, is to transform the crisis in
Central America into an opportunity: to seize the impetus it
provides, and to use this to help our neighbors not only to
secure their freedom from aggression and violence, but also to
set in place the policies, processes and institutions that will

ake them both prosperous and free. If, together, we succeed
in this, then the sponsors of violence will have done the
opposite of what they intended: they will have roused us not .
only to turn back the tide of totalitarianism but to bring a
new birth of hope and of opportunity to the people of Central

I cause this is our opportunity, in conscience it is also
our responsibility.






NOTRFQ RV TNDTUTDIIAT CANMMTCOCTAMETDO

(Where these notes are addressed to specific issues in the
Com .ssion report, brackets indicate the pages of the report on
which that issue is discussed.)

Henryv R Nisnerns

The Commission report is a major contribution to U.S.
thinking about its relations with the nations and peoples of
Central America. I am in support of the vast majority of
recommendations in the Commission report. There are however
several fundamental issues which in my opinion require the
statement of an alternate view. "The following notes are my
views on the issues discussed in Chapter 7, The Search for
Peace,

[pp. 111-112] sStrong steps must be taken to convince
FDR/FMLN moderates with backgrounds of peaceful political
struggle to take part in discussions concerning participation
in a security task force to arrange security provis ' >ns for all
participants on election processes. Many elements of the FDR,
especially Social and Christian Democrats, actively contended
for political power in elections as legal parties during the
1970's and their UNO coalition (which included both parties)
ran Jose Napoleon Duarte and Guillermo Ungo as the
presidential-vice presidential ticket in 1972 and won. It is
important to note that a military coup prevented Duarte from
taking office, that electoral fraud denied another UNO
coalition ticket its rightful presidential victory in 1977, and
that representatives of major FDR components, including Mr.
Ungo, took part in the October 1979 reform junta strongly
supported by the United States. Violence should be ended by
all parties so that mutually satisfactory arrangements can be
developed among the government, progovernment parties, and
opposition groups for periods of campaigning and elections. As
part of such security arrangements the Salvadoran security
forces and the guerrillas should agree to a complete cease fire
and cessation of host lities. Such discussions on the details
of security arrangements and election matters are intended to

Aatrarmina +Thha Awvdambt Lo bl cla e 2 _F E T N 1
2

[pp. 115-116] Nicaragua in October announced initatives
that suggest some possibilities for movement on negotiations
concerning key aspects of relations among the countries in the
region. More recently, Managua has taken other actions which
should be encouraged to further internal conciliation. The
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America in the years ahead. 1Its basic thrust. is sound: that
fundamental U.S. interests are at stake in Central America;
that we must continue to be deeply engaged; that we need to
develop a basic strategy that includes diplomatic, economic,
and military elements; and that, to be sustainable, any U.S.
approach must first earn and then command broad bipartisan
support.

I file this note not in dissent to the report but because
in my view in many Central American countries the creation
and/or preservation of pluralistic government depends as much
or more on a basic restructuring of internal political and
social institutions as on military assistance. My concern is
that this report, while not saying otherwise, might incorrectly
be interpreted to the contrary.

William B. Walsh

[p. 102] I am j; oud to have been a member of this
Commission. The report represents the objective and serious
conclusions of twelve members of diverse social and political
background, whose prime concern was to suggest solutions for
the Central American problem in an atmosphere of peace.

It is my feeling that conditionality must apply equally to
all nations in the region. The proper revulsion with the
activities of the "death squads" in El Salvador may give the
reader the impressic in this document that more severe
restrictions have been placed upon that nation in qualifying
for increased assistance than upon any other.

It is appropriate to recall that El Salvador has had a
democratic election participated in by 80 percent of its
population. More significantly, a second election is scheduled
to be held on March 25, which will doubtless have the same
media attention and international supervision as did the last
election. Trade unions are functioning and political parties
are permitted freedom of association and assembly with highly
diverse views and actually participating in the electoral
process. Concrete steps in response to demands by the Reagan
Administration have been taken to reduce the activity of the
death squads and to iscipline those responsible for this
activity. Participation of the extreme left has been invited

\ry
victory. No group dedicated to a Leninist philosophy can
realistically be expected to participate in an electoral
process which they cannot control. History is replete with the
evidence for such a conclusion.



-132-

government of El1 Salvador has a way to go -~ but the

prc has begun. Such progres
enc ge¢ . and must be taken in
conditions for the prov: ion ¢~

el :toral process, personal free
equally important in all nations

ould be acknowledged and
c unt in applying
tary aid. Pluralism in the
d individual 4. aity a
'n the region. Progress

tov ¢ these objectives applies to all equally as a precedent

for a: I(stance.











