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THE WHITE HOUSE 

WASHING TON 

September 15, 1982 

Dear Mr. President: 

Thank you. for your letter of July 8 in which you 
share your thoughts on some of the outstanding 
economic issues affecting our two countries. I 
was pleased that your letter was written in the 
same spirit of friendship and candor that char
acterized our discussions during your May visit 
to Washington. 

I know this is a difficult period for the economy 
of Brazil, just as it is a difficult period for 
the economy of the United States. From the outset 
of my Administration we have devoted ourselves to 
economic recovery through a program of tax measures 
and decreased non-defense spending. Progress . has 
been slow and painful, but we are moving forward. 
The tJ. S •. prime interest rate, which was at 20% when 
I took office in January, 1981, recently· declined 
to 13 1/2% •. This decline is a clear reflection of 
market confidence that we are moving in the right 
direction, and it will help greatly to revive the 
U.S. economy and stimulate world-wide economic 
recovery. 

I trust that the decline in interest rates in the 
United States also will bring significant relief 
to Brazil. Your letter, and our discussions here 
in May, have left me deeply conscious of Brazil's 
heavy debt service burden, and I am delighted that 
we now have reason to believe that the burden will 
be eased· somewhat. 

With respect to the sugar problem you mention, I 
want. you to know that we were forced to adopt the 
quota system because of international circumstances 
beyond our control. The subsidy and dumping prac
tices of European governments pushed the price of 
sugar in international markets well below the cost 
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of production. Consequently, the Congress legis
lated a program of price supports to protect U.S. 
producers from the effects of the international 
market deterioration. That price support program 
left me with two options; either to limit sugar 
imports or to spend hundreds of millions of dollars 
for the purchase and storage of U.S. produced sugar . 
Given our desperate need to reduce government ex
penditures, r could not justify the second option. 

You are correct in your observation that the quota 
import system is contrary to my economic philosophy, 
and I want you to know that it is my hope and 
intention to abandon it as soon as circumstances 
allow. In the meantime, I can assure you that it 
will be administered in a scrupulously fair manner 
that takes into consideration the interests of all 
our traditional suppliers. 

I understand that the export subsidy issue concerning 
the BEFIEX program which you raise in your letter has 
been discussed by United States Trade Representative 
Brock with Ministers Galveas, Camilo Penna and Delfim 
Neto, and that it was examined again recently by less 
senior officials of our two governments. Given the 
confidence and good will that exist between us, I am 
hopeful that a way can be found to resolve this issue. 

I appreciated your suggestion that an early meeting 
between cabinet officials of our two governments 
could enhance our overall trade and economic relation
ship. Our cabinet officials who deal with economic 
matters have had many useful discussions in past· 
months, most recently in July during Minister Delfim 
Neto's meetings with Secretary Baldrige and Ambassador 
Brock.. As we agreed during your visit to Washington, 
this process should continue and our objective should 
be to improve and strengthen the economic interaction 
between our countries, bilaterally as well as inter
nationally. In this connection, I understand that 
there will be a meeting between our cabinet officers 
who are attending the IMF/IBRD meeting in Toronto 
and that Minister Camilo Penna may meet subsequently 
in Washington with Secretary Block and Secretary 
Baldrige. If your government desires any additional 
meetings, we of course would be pleased to cooperate. 
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The September 20-21 meeting of the U.S./Brazil 
Trade Sub-Group will also provide an excellent 
opportunity for officials of our two governments 
to discuss bilateral and international trade issues 
in detail. 

I have learned that you plan to return to the United 
States later this month to deliver the opening 
address at the United Nations General Assembly. As 
a leader of the developing countries, Brazil has a 
particularly important role to play at the United 
Nations and in other international organizations. 
Recalling the perceptive understanding of the complex 
international situation that you displayed in our 
meetings, I am confident that the 38th General 
Assembly will. benefit greatly from your personal 
participation. 

With warm personal regards, 

Sincerely, 

His Excellency 
Joao Baptista de Oliveira Figueiredo 
President of the Federative Republic 

of Brazil. 
Brasilia 
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THE WHITE HOUSE 

WASHINGTON 

September 14, 1982 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

Issue 

WILLIAM P. CLARK~ 

Your Reply to July 8 Letter from 
President Figueiredo of Brazil 

__, 

President Figueiredo of Brazil has written you a frank 
letter raising a number of serious bilateral economic problems 
and urging cabinet level meetings, some of which occurred 
subsequent to his letter and which your reply notes. 

Facts 

President Figueiredo's July 8 letter expresses concern about 
the effects of the U.S. sugar quota system on one of Brazil's 
key exports, and he also is worried over high interest rates 
and their effect on Brazil's foreign debt. In addition, 
Figueiredo announces the discontinuation of the BEFIEX 
export subsidy program, which has been of concern to us, and 
adds that bilateral trade questions are of such importance 
that cabinet level consultations should be carried out. 

Discussion 

You address each of President Figueiredo's concerns in a 
frank, friendly and substantive manner, and you convey your 
support of continued cabinet level meetings between our two 
governments. Your reply has been revised to refer to Brazilian 
Minister Delfim Neto's recent meetings with Bill Brock and 
Malcolm Baldrige. 

Speechwriters has cleared the text of your reply. 

Recommendation 

/r~ That you sign your reply to President Figueiredo 
· at Tab A. 

Attachments 
Tab A Your reply to President Figueiredo 
Tab B President Figueiredo's July 8 letter (State translation) 

~O~IDENTJ:Afi -
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UOOFFICIAL TRANSIATIOO 

''To His Excellency 

lbnald Reagan 

President of the United States of Arrerica 

Mr. President, 

I recall with great pleasure the spirit of loyal ccx:,peration 

that presided over the a::mversatians we recently held in Washington. In an 

atm::ls};Xlere of warm cordiality, we quickly felt that we indeed share similar 

views on rrost of the subjects we then considered.. 

At that tine _I had the q,p:)rtunity to mention to you in 

detail the terrible econanic plight new being faced by sore 40 million 

Brazilians in the nc:?rtheastern part of the country, largely as a result of 

the deteriorating situation of the "'10rld sugar market cause:i mainly by the 

agri9,ltural subsidies of the Eurcpean camon Market and by the ilrq;::ort 

restrictions inp:)sed by the GJvel:nrnent of the United States. 

'llle establishnent of an inp:irt quota system by the United 

States, and the criteria adcpted for the distribution of quotas for the 

pericxi March through September this year represent a serious blew against 

a reliable partner such as Brazil, and are likely to lead to an annual loss 

of 400 mi1· n dollars for the inrfoverished p::,pulation of the northeast of 

Br7aziL. ./ · DECLASSIF _,, 
I ./ NLRR q: -ttf[1&1)1 

· av Pw NARADATE~ - tc; 
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I cannot fail to notice, Mr. President, that the quota .reg.ine 

seems to be in contradiction to the philosophy of free trade esp:,used by 

your Administration, and that at the same tirre it runs a::mt...--ary the long

established arxi sound trade relationship between our COl.ll'ltries. 

I believe the US Governrrent might find it feasible to 

develop altemative means through which to provide the desired ecananic 

assistance to the countries of Central Arrerica and the caribbean, for 

exarrple by facilitating the irrportation, into the arrerican market, of 

alcoml produced by those nations, as well as by adopting other trade

generating policies, but not by depriving the northeast of Brazil of 

resources that are vital for its very ecorx::rnic subsistence. 
-

Another problen which is of great cancern to rre is the 

abjection that has been raised by your Goverrurent with respect to the BEFIEX 

program, which has l:e:n underway for a long tirre, and which has been 

structured as an incentive to exp:rts, but also acts as a stimllus to imports 

by exenpting frcm aey taxation go:>ds i.nported a11d utilized in the manufacture 

of those to be exp:,rted. Many of the products we import under the BEFIEX 

program a:rce fran the United States. 

In spite of all the positive results and the gre.at importance 

of the BEFIEX progranne, arxi taking into accnmt the special .L"lterest shewn 

on the matter by the US .Administration, I have instructed my Ministers of 

Finance and of Industry and Trade to discontinue, frcm this date,the pra~~ 

;/J·/ 
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of granting special incentives through the BEFIEX programrre. 

I wa.ild therefore be very grateful if your Excellency t,,euld be so gcx::d 

as to instruct the agencies of your Governrrent to suspend any studies or rreasures 

which seek the elimination of these programs. 

Q1e of the cutstarrling features of the Brazilian ea:many tcrlay is the 

ll!'ltX)rtance of its international conrnitnents, especially in foreign trade. 

Th:>se international camnitments fonned the cx:mna.rrling rrotivation for sare 

recent rressages by my Ministers of Finance and of Wustry arrl Trade to the 

Special Trade Representative, Arr.bassador William E. Brock, and to the Secretary 

of Comerce, Mr. Maloolm Baldridge, oontaining detaila:i explanations al::out 

these problems and other questions that have been aflicting the econanic 

and financial relations bet,,..,een our twO countries and may represent serious 

risks to the Brazilian eooncmy as a whole. 

The brutal increase in oil prices in 1973/74 and 1979/81 has .i.nm:nsely 

aggravated the situation of oil :inp:)rting developing countries. DJ.ring the 

last 8 years those countries have ao::urnulated a foreign debt to the level of 

US$ 350 billion, whereas sane oil-exp::,rting oountries have accurrulate::i a 

surplus of US$ 420 billion in their balance of payrrents. 

The high interest rates brought al::cut by us policies have generated an 

additional b.Jrden to heavily in::iebted developing countries - larger yet than the 

negative oonseqQences of the oil-slxx::ks. 

Brazil, Mr. President, has been particularly affected by th:>se 

developnents. 

'As Brazil has one of the highest foreign debts in the w::>rld 

- over US $70 billion - and nust spend approximately 40 per cent of all its 

I' 
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export-revenues for the sole servicing of that debt, bilateral trade issues 

cannot be oonsidered in isolation, an the basis of a sectorial awroach 

only; they have to be seen in the broader context of the a:runtry's overall 

balance of payrrents situati on, arrl cc:nducte:i at the higher level of the 

enduring, loyal and promising partnership and friendship between our b.Q 

nations. 

such a broader underst.an'.:DJ1g can fonn the basis for an 

imnediate enhancement of oooperation and trade between Brazil and the United 

States to Imlch higher levels, in the interest of our cc::m1tries nad for the 

benefit of world trade. I therefore suggest that the Brazilian Ministers 

of Finance and of Industry and_Trade rreet as early as p:,ssible with the 

Special Trade Jepresentative and the Secretary of Ccmrerce of the United 

States in order to ronsider which concrete rreasures ca.1ld lead to the 

achievem:nt of tbose objectives. 

I avail It¥Self of this opp::>rtunity to renew to your ..,. 

Excellency the expression of my highest ronsideration. 

With wann esteem, 

/_ 
1

/ .· a) Joao Baptista de Oliveira Figueiredo." 

. ! 
A 1.,- . 

I 
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NATIONAL SECURITY COUNCIL 

September 3, 1982 

MEMORANDUM FOR WILLIAM P. CLARK _("f 

FROM: ROGER W. FONTAINE'W 

SUBJECT: Reply to July 8 Letter from 
President Figueiredo of Brazil 

\l7(o09 

At Tab A is State's revised reply from the President to 
President Figueiredo's letter of July 8 (Tab B, State 
translation). The revisions incorporate references to 
recent meetings of Ambassador Brock and Secretary Baldrige 
with Minister Delfim Neto. 

The President's proposed reply deals with the substantive 
problems raised by President Figueiredo: U.S. interest 
rates, sugar quotas, and Brazilian export subsidies. The 
President's letter also expresses support for cabinet level 
meetings in order to deal with our growing list of bilateral 
economic problems. 

The President's letter is a friendly, frank and responsive AND ~vetD0 e... 
reply to the Brazilian president. 

Speechwriters has cleah~d the text of the reply, and Henry 
Nau and Norman Bailey-V~oncur. 

RECOMMENDATION: 

That you sign your memorandum at~- I forwarding the reply 
to the President. ~ 

APPROVE______ . DISAPPROVE _____ _ 

Attachments: ~ cf2...v~-~ ~ {:, 0+--~ 
Tab I - Memorandum~t e P sid ' I~ 

A - Letter to President gueiredo -- I <==-
B - Incoming from President Figueiredo 

(translation by State) 
Tab II - Bremer/ Clark with attachments 

~ 
DECLASSIFY ON: OADR 

o~~ . r:D 
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Washington , D .C. 20520 

August 
.BENTJ~L-:; 

28 1982 ' . L , 

MEMORANDUM FOR MR. WILLIAM P. CLARK 
THE WHITE HOUSE 

<:/ 7 ' . 
V l I_. 

Subject: Retransmittal of Text of Letter to President 
Figueiredo 

The Department transmits herewith a modified 
text of President Reagan's proposed reply to President 
Figueiredo's letter of July 8. The original text 
was overtaken by the meeting between Ambassador Brock 
and Minister Delfim Neto and by cancellation of the 
meeting between Secretary Regan and Delfim. 

Attachments: 

l. Proposed reply 

~ ½f--../ 
L. Paul Bremer, III 
Executive Secretary 

2. Text of Pres. Figueiredo's letter 
of July 8 

• • ••I •.,'-, I j 
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Dear Mr. President: 

Thank you for your letter of July 8 in which 

you share your thoughts on some of the outstanding 

economic issues affecting our two countries. I was 

pleased that your letter was written in the same spirit 

of friendship and candor that characterized our discussions 

during your May visit to Washington. 

I know this is a difficult period for the economy 

of Brazil, just as it is a difficult period for the 

economy of the United States. From the outset of 

my Administration we have devoted ourselves to economic 

recovery through a program of tax measures and decreased 

non-defense spending. Progress has been slow and 

painful but we are moving forward. The U.S. prime 

interest rate, which was at 20% when I took office 
... ec e.--i-+ )y 

in January, 1981,,.,declined to 13 l/2%@t.Qis week.· 

This decline is a clear reflection of market confidence 

that we are moving in the right direction, and ~t 

will help greatly to revive the U.S. economy and 

stimulate wo¥ld wide economic recovery. 

His Excellency 

Joao Baptista de Oliveira Figueiredo, 

President of the Federative Republic of Brazil, 

Brasilia. 

BY 

j DECLASSIFIED_ 
NU, «l~ if°{t-1&,!( / 

· vJ N t t DATE ','[ I~ [/5 
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I trust that the decline in interest rates in 

the United States also will bring significant relief 

to Brazil. Your letter, and our discussions here 

in May, have left me deeply conscious of Brazil's 

heavy debt service burden, and I am delighted that 

we now have reason to believe that the burden will 

be eased somewhat. 

With respect to the sugar problem you mention, 

I want you to know that we were forced to adopt the 

quota system because of international circumstances 

beyond our control. The subsidy and dumping practices 

of European governments pushed the price of sugar 

in international markets well below the cost of production. 

Consequently, the Congress legislated a program of 

price supports to protect U.S. producers from the 

effects of the international market deterioration. 

That price support program left me with two options; 

either to limit sugar imports or to spend billions 

of dollars for the purchase and storage of U.S. produced 

sugar. Given our desperate need to reduce government 

expenditures, I could not justify the second option. 

You are correct in yo~r observation that the 

quota import system is contrary to my economic philosophy, 

and I want you to know that it is my hope and intention 

to abandon it as soon as circumstances allow. In 

the meantime, I can assure you that it will be administered 
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in a scrupulously fair manner that takes into consideration 

the interests of all our traditional suppliers. 

I understand that the export subsidy issue concerning 

the BEFIEX program which you raise in your letter 

has been discussed by United States Trade Representative 

Brock with Ministers Galveas, Camilo Penna and Delfim 

Neto, and that it will be examined again soon by less 

senior officials of our two governments. Given the 

confidence and qoodwill that exist between us, I 

~m hopef~l that a way can be found to resolve this 

issue. 

I appreciated your suggestion that an early meeting 

between cabinet officials of our two governments could 

enhance our overall trade and economic relationship. 

Our cabinet officials who deal with economic matters 

have had many useful discussions in past months, most 

recently in July during Minister Delfim Neto's meetings 

with Secretary Baldrige and Ambassador Brock. As 

we agreed during your visit to Washington, this process 

should continue and our objective should be to improve 

and strengthen the economic interaction between our 

countries, bilaterally as well as internationally. 

In this connection, L understand that there will be 

a meeting between our cabinet officers who attend 

the IMF/IBRD meeting in Toronto next month, and that 



-4-

Minister Camilo Penna may meet subsequently in Washington 

with Secretary Block and Secretary Baldrige. If your 

government desires any additional meetings, we of 

course would be pleased to cooperate. The September 

20-21 meeting of the U.S./Brazil Trade Sub-Group will 

also provide an excellent opportunity for officials 

of our two governments to discuss bilateral and international 

trade issues in detail. 

I have learned that you plan to return to the 
~, ·.s 

United States J:f€rt month to deliver the opening address 

at the United Nations General Assembly. As a leader 

of the developing countries, Brazil has a particularly 

important role to play at the United Nations and in 

other international organizations. Recalling the 

perceptive understanding of the complex international 

situation that you displayed in our meetings, I am 

confident that the 38th General Assembly will benefit 

greatly from your personal participation. 

With warm personal regards, 

Sincerely, 

Ronald Reagan 
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TO ARAM BAKSHIAN, JR. 

FROM ROGER W. FONTAINE 

We would appreciate your clearance 

of the attached proposed reply from 

the President to President Figueiredo 

of Brazil. Thank you. 

Pls. call Sally Sherman, X 5694. 
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Dear Mr. President: 

Thank you for your letter of July 8 in which 

you share your thoughts on some of the outstanding 

economic issues affecting our two countries. I was 

pleased that your letter was written in the same spirit 

of friendship and candor that characterized our discussions 

during your May visit to Washington. 

I know this is a difficult period for the economy 

of Brazil, just as it is a difficult period for the 

economy of the United States. From the outset of 

my Administration we have devoted ourselves to economic 

recovery through a program of tax measures and decreased 

non-defense spending. Progress has been slow and 

painful .b.ut we are moving forward. The U.S. prime 

interest rate, which was at 20% when I took office 
re c.en + I 't 

in January, 1981, ,._ declined to 13 l / 2b this ueek, 

This decline is a clear reflection of market confidence 

that we are moving in the right direction, and it 

will help greatly to revive the U.S. economy and 
Y- . 

stimulate wo~ld wide economic recovery. 

His Excellency 

Joao Baptista de Oliveira Figueiredo, 

President of the Federative Republic of Brazil, 

Brasilia. DECU\S IFIED 

1P 



-2-

I trust that the decline in interest rates in 

the United States also will bring significant relief 

to Brazil. Your letter, and our discussions here 

in May, have left me deeply conscious of Brazil's 

heavy debt service burden, and I am delighted that 

we now have reason to believe that the burden will 

be eased somewhat. 

With respect to the sugar problem you mention, 

I want you to know that we were forced to adopt the 

quota system because of international circumstances 

beyond our control. The subsidy and dumping practices 

of European governments pushed the price of sugar 

in international markets well below the cost of production. 

Consequently, the Congress legislated a program of 

price supports to protect U.S. producers from the 

effects of the international market deterioration. 

That price support program left me with two options~ 
r-.. '-'-"" d.~ c::, ., ~ .u d..,li c.lJ ~ 

either to limit sugar imports or to spend billions 

of dollars for the purchase and storage of U.S. produced 

sugar. Given our desperate need to reduce government 

expenditures, I could not justify the second option. 

You are correct in your observation that the 

quota import system is contrary to my economic philosophy, 

and I want you to know that it is my hope and intention 

to abandon it as soon as circumstances allow. In 

the meantime, I can assure you that it will be administered 
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in a scrupulously fair manner that takes into consideration 

the interests of all our traditional suppliers. 

I understand that the export subsidy issue concerning 

the BEFIEX program which you raise in your letter 

has been discussed by United States Trade Representative 

Brock with Ministers Galveas, ~Cftmilo Penna and Delfim 
<..-U~ el('.'.~l'.lt,~ '°-\4.~\ ,~c.vn.:l-/7. 

Neto, and that it »1-ill be eMamiAed ig,iii- ~ by less 

senior officials of our two governments. Given the 

confidence and qoodwill that exist between us, I 

~m hopefDl that a way can be found to resolve this 

issue. 

I appreciated your suggestion that an early meeting 

between cabinet officials of our two governments could 

enhance our overall trade and economic relationship. 

Our cabinet officials who deal with economic matters 

have had many useful discussions in past months, most 

recently in July during Minister Delfim Neto's meetings 

with Secretary Baldrige and Ambassador Brock. As 

we agreed during your visit to Washington, this process 

should continue and our objective s hould be to improve 

and strengthen the economic interaction between our 

countries, bilaterally as well as internationally. 

In this connection, I understand that there will be 

a meeting between our cabinet officers who attend 
-1---~ 

the IMF/ IBRD meeting in Toronto n0JEt month, and that 
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Minister Camilo Penna may meet subsequently in Washington 

with Secretary Block and Secretary Baldrige. If your 

government desires any additional meetings, we of 

course would be pleased to cooperate. The September 

20-21 meeting of the U.S./Brazil Trade Sub-Group will 

also provide an excellent opportunity for officials 

of our two governments to discuss bilateral and international 

trade issues in detail. 

I have learned that you plan to return to the 
+vi,:.S 

United States~ month to deliver the opening address 

at the United Nations General Assembly. As a leader 

of the developing countries, Brazil has a particularly 

important role to play at the United Nations and in 

other international organizations. Recalling the 

perceptive understanding of the complex international 

situation that you displayed in our meetings, I am 

confident that the 38th General Assembly will benefit 

greatly from your personal participation. 

With warm personal regards, 

Sincerely, 

Ronald Reagan 



NATIONAL SECURITY COUNCIL 

September 1, 1982 

Note to# 4903 add-on file: 

Per Michele Norton of NSC/S, letter 

from President Figueiredo came in 

form of a cable from State, followed 

by an unofficial translation. 

There was no original from Fi~ueiredo. 

Sally Sherman 
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NATION.ALS-~Rl'T.Y CCUNClt.. 
WASHIN«:ZTON'. C.C. 20.s0• 

ONCLASSIFIED 
w/CONF!DENTLU ATTACHMEN'!: 

MEMORANDUM E"OR. L.. PAUL BREMERr III 
Exec;,.itiv.e: Secretary
Oepar:t:nent: o£ State 

Ju.ly 20, . 1982 

CHRON FILE 

SUB'JECT: l:etter f::OM Pres:Ldent Reagan. in Reply- ta. 
BJ:a.zil.ian:. Pres-:Lden.t Pi..gu.ei=edo." s: r.et:ter 
of Ju:l.y- g.. 

The, proposed" message· from· the President. · to President 
E"i.guei.redo is: approved for dispatch. ( Tab A) ,.. inco·rporati.:ig 
White nouse- speechwr:Lts.rs-' changes_ 

Attachment: 
Tab A Message. to, President E.'igue.+ ~.edo 

'CJNCLASS I~IED · 
w/CONFIDENTL~ ATTACE..~T 



DECLASSIFIED 

LRR M3s~/i ~D1<o1g 
J 

. Dear Mr- President:: ey· - NARA DATE.$./, '3 

Thank you: for sharing- with:. me your thoughts= on some- of tlie· 

outst.andi.."'l.g:: economic:- issues- a-ffec.ting.- our . 010 count::ies... r apprec.·iat e: 

your deep· concern .. 

Ow:: cabinet officia•.ls who- deal. w.ith' economic:: ma:tte:?:s. have: had: 

many usefu.L d±s:C".J.ssions d~-ng:- the 9ast months- As we ag:eed dw::i.ng

your visit tc Wash±ngton,.. this process: should. con-t-·i"n,1e and our 

ob.-j ective should oe to· improve and s.t::engthen t:..~e econom±.c L"'l.te.ractio~ 

between our coun.tties r ~ila.tera:.1.ly as. wel.l as- internationally. 

Mi.."'l.ister Del.f . .im- N'eto.'s schedu.led meetings with Sec::eta=f aeganr 

Sec=et.ary :a:a.l.d=ige-,. ant! Amb~ssador Brock; wi.ll provide: an e.."Ccellent 

OEP.Ort".ini.ty· to: assess poss.ib.le · im;:J:ovenents.. Thes·e- Cab.inet of:.=i.ce-..-s 

a:.ls.o: would be :nost wi.l.J..i.ng: ta· meet. wic your. C.over:-...ment ,. s . Minis.tar 

of Ei.."'l.ar..ce and: M.i.,±star o..f Commerce. ar.d !ndust--y at ~"i.utua·ily 

conve..'l'l.ien t . t±:J.¥ 
'!'.he ·specific issues raisec. in your latter a.re: under conti.."luing; 

review by . my· Admin.ist:J:ation. As you a:r.a aware:,. they a.re a:.l.l. high.Ly 

complex, invol.v±.n.q a. variety of. domestic and. international. pol.itica.l 

and economic factors- 1'f'7e will r however., l ook for..za.r:± t o discussing-
~ _c;f 

the!It w±.t..."": Mi.1'!.ister Oe.lfim: Neto:. or at ffe. f o.11.ow.-up mee.tin<:;t that inay· 

be a_-i-ranged. wit..~ your M.:f.n.i.ster of: E"±n.ance and ~-"! n.ister or Commerce 

and I.ndust.._-y ... 

J: know this: is a difficult. :9erioc:. for tb.e economy of Braz.i.l 

as i.-:; is for the economy of the united States.. We must t.ake: graat 



z. 
·- -

care to wanage our respectiire- economic ob.ligations. and. im~era.tives 

as well. as- our mutua:.L orob.lems in.. a manner that serves: o.w::....-c.o.mm.on -.·. - _. . ~ 

interests in: a::. heal.thy and const-.-i-ucti.ve relationship and. a. du..·,··abl.e

L"'l.ternational. trading. system-

W±.th war.:tt 9.ersonaJ.. reqard·s,. 

Sincerely, 

Ronaid Reagan 

G.:1.s Excellency 
Joa.a Baptista de Ol.ive-i.ra E'igue±.reda 
2:::esident cf the E'"ederatlve, Republic of 3razil. 
Brasilia 

-·- . -
. - · . - .. . . - . 

- - . - . ., ·-::.::-.-: 

---- -- - -- - -- ----- -
- .,.. = - . - - - . 

- ... .. ·- ,... ... - - - - - . - -.- .. . - . :: : ·- ... = -= .: = -: "':"': 

- - - . -- .. - - -··---- - . 



88NFIBENTlA1: 
.MEMORANDUM 4903' 

- . . - - - -
NATIONAL SECURITY COUNCIL 

ACTION. 

... - - .. -- ·-- --

.. - - . .. . . .. -- - -- - -._ ... 
MEMORANDUM FOR WILLIAM. P ~ CLARK 

~..,..::: -- · .:.3~= ·.:._ :...:. 3,::·_;..5 S :.::-.s .:::.·..:==-.:: 
ALFONSO SAP·IA~BOSCH ?W FROM: 

SUBJECT: 
··- ·· - -··_ :;._-, --

President Reagan.' s Reply ·to Brazilian Pr~~i-deiit- .. 
Figueiredo's. Letter of J~ -9~-. .: · · -= .: .-.:...:._: .:~ :.:: :....--:-::::-: --

State has forwarded, at our request, a d~~f~~~~s~a~e:i~-:-:~~~f} ---~:. -~ 
to President Figueiredo' s letter. The ~J;~f-~ -i-? ~ appr§)priate. , . - _ _ . 
President Figueiredo raised several complex issues to which· ·· ·· · · - · ·· 
there is no easy answer. This draft, h~-~-,.=:. y1-il.J.~ ~~~1:1;'~ _ _ __ 
Pr.es.iden.t E'iguei.r:edc that we are interested in s·trengthening ____ ·- ---
O'-;tr. economic 7elationship ~ A7 you know .. : ~~P~-?§9€>:=- ~;'O~f"s ~~g. :,:: s 3 :....:: _ 
Minister Delfim. Neto are- meeting on July- 16. · . 

Treasury,. OS.TR and Commerce conc.ur ~ 

Speechwriters concur (with changes). 
.. ; • :" · -.:. ·• · ... :. .:.. ·-- · -- ... - ··- ·· --
- ·· ··· ..... --- ... - · 

~- - -- -- -·--- --- ---

I recommend t.1.at you approve the text. 0£-the-= ·r-eply ► · · -· -=~ 

Approve. /tit,_, 

DECLASSIFIED 
Sec.3.4(b), E.O. 12958, as amended 

White House Guj,jslines, Se~ 1~ 2006 
BY ~ oArE « 01\, 

~ L 

Disapprove· · · ------
---- · - --------- -- -- -- - - --.:..:-: =: - =- -:: : 

.. - - ' , . - . -- - .. - - - . --- -- ·--·---=--=-- -~---· 

':' -· - ._ - . - . - - - ... - . .; - . 

--------
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OEPARTMENT' OF" STATE ..... . - - ..... ~DENIML-
Washin(ton, O.C. 20520 

-90!WIDE~ff~ 
EXDIS - Attachment 

MEMORANDUM FOR MR. WILLIAM P\,: CLARK :. 
TBX WRITE. BOUSE S\T L. .,, ,-~., ,. -~;.s, 

Subject: P-roposed rep.ly ta Br·az:ilian· President 
?igue ireda· 

Attached is: the· text of· a . proposed reply· to 
President Figueiredo's July a letter to President 
Reagan which was transmitted to the National 
Security Counci.l on July 9. The· text has been 
cleared with the Department of Commerce, the Department 
of the Treasury, and the office of the United States 
Tr.ade Representative. .; · ~ : _.· - :. __ -- --

Attachments: 

:.-:. :. . : -- -- -- - -

Mi11fti~aJltl.J.J~. l 
. ~!'~:::emer ,~~-r£i 
Exec~tiva Secreta~y ~ 

1 •. Er.oposed' 1:eply to- Brazilian President Figueixeda •. 
2. Figueiredo· letter to President Reagan. 

· CONFIBENTIAL 
XDS-3' 0'7/lS/88: 

- . --. . - -

. ·- - . - .. . . - - - --- -
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PROPOSED INTE:RIM. REPLY TO ?IGUEillDO-REAGAN LETTER 

Dear Mr. Pi:esident: 
·- - - -

Thank you: for sharing with. me your thoughts on 

some· of the outstandinq.· issues on. ·the: economic. s.ide. 

of th& r.e.lationsllip between our !:WO· countries:~- .- . r:· - -· 

appre.ciate- the deep concern wa-icll· underlie~· tour letter •. 

Our cabinet officials who dea·.l with economic matters 
,_ - ... 

hav& had many useful. exchanges of views ove~ the_past . 

7 . . .. .. -- ·-- - - - -- ·· 

. - . .. .. - - - - - - .. - .. . . . 

A:s ·.-,e agreed: during: your visit to Washington.:-

this: proce.ss: shou·ld continue .. - - - :;._ :;. -- _ ,,:- · - :-

be to: improve and strengthen the economic- iriterac:tion-c- _ --· . _.,, - . 
- . -

between. our countrie.s,. bilat.ara:lly as well. ai.-= internat1o·nai.l.y ~- -· 
- .. ·- -~ .. . . . -- - . 

Min·is.te·r Oelfim; Neto rs. scheduled· meetings. with. · Secretai:y 

Rega-n,.. Secretary Baldrige,,. and Alllbassador Brock · w-£1.i -

provide· an. exce.l.lent opportunity to· assess. possibilities 

for improvements.- T.hese- same cabinet officers- wou.ld 

be· high.ly p.leased to meet subsequent.ly· with. your. government's. 

Minister 0£ Finance- and Minister of Commerc-e and' Industz:y 

at a: mutual.ly- conven·ient -1:ime--

His:. E:ce.llency 

Joao· Baptista de· Oliveira .?iguei.:edo,. 

, DECLASSIFIED 

NLRR p.:t,s 3,Lt .fl:'- 117 C, Zo 

BY· -Knie NARADATE,W3 

President of ·c.he E!ederative Repub.lic: of Brazi.l,. 

Brasi.lia .. 
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-z.-

1rhe speeif'ic. issues r-aised in your le.tter a.re 

11nder continuing re.view: by the- responsible age·ncie.s

of my. govei:nment.. As, you are: aware, they·· are aJ..l. 

· hig,tt.ly compl.ex,-. involving· a 7ariety of domestic and 

in.te.t:nationa:I. po·litica.l and aconom·-ic:.- factors- We 

~ill,. o£ cow:se,. be pre~ared: to discuss them.: with; · 

Minister :Oe.lf-im- Neto. or at any follow-up- meeting. that 

may-· be arranged: with your Minister of Finance and-~ 

Minister of Commerce and Industryw 

r ](now- t.~is is a di.fficu.lt: period for the- · economy 

of Brazil.. J:: is a.lsa =. d·ifficu.I.t period for t:be 

economy of the United States... To the, extent consistent 

w-i.th our res-pectiv.e economic ob.ligations and imperatives,,. 

•:ie must ·i::ake: great care to.: manage. our mutual. problems 

in~ manner that se~es our common inte.t:est i~ a: hea-.ltlly 

and constructi7e relationship and a, durable in.ternational 

t:.rading system. 

S:incerel.y, 

Ronald Reagan 

. - - . - . 
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DE?ARTMENT OF STATE 

Washington, O.C. 20520 

July 9, 1982 

MEMORANDUM FOR MR. WILLIAM P. CLARK 
THE WHITE HOOSE 

F/ I : i./8 

Subject: Brazilian Presidential letter on Economic 
Relationship 

Attached is a letter from President Figueiredo 

. ... .... . ' 

to President Reagan concerning problems in the economic 
and trade relationship between the United States and 
Brazil and proposing that this relationship be examined 
at a meeting between. appropriate cabinet-level officers 
of the two governments. The letter also advises that 
President Figueiredo has ordered the suspension, as 
of July 8, of an export subsidy practice which had 
appeared to violate Brazil's commitment to the U.S. 
and in the GATT to phase out such subsidies. In return, 
Figueiredo requests that U.S. Government agencies 
be instructed to suspend any measures which may seek 
the elimination cf the program under which the subsidies 
have been offered •. 

President Figueiredo' s letter ,probably· has two 
immediate purposes: 1) to remind President Reagan 
that U.S. sugar quotas and U.S. interest rates compound 
Brazil's balance of payments problem: 2) to forestall 
U.S. retaliation for Brazilian violation of its commitment 
to phase out its export subsidies. The proposal of a 
cabinet-level meeting is a reiteration of a suggestion made 
earlier by Finance Minister Galveas in letters to 
Secretary Baldridge and Ambassador Brock. 

A proposed response will be forwarded following 
appropriate coordination with the Department of Commerce 
and the Office of the United States Trade Representative. 

Attachment: 
as stated 

- 8E6REt-
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OOOFFICIAL TRANSLATION 

"To His Excellency 

Ronald Reagan 

' President of the United States of Arrerica 

Mr. President, 

DECLASSIFIED. · 

NLRR M351 ft ~ 1 l 7k 21 I 

ev· <. NARA DATE Y/15/IJ 

I recall with great pleasure the spirit of loyal cccpe_..,.-a_tion 

that presided over the conversations we recently held in Washingto.'1. In an 

atnosphere· of wa:r:m cordiality,~ quickly felt that we inc;ieed share similar 

views on rrost of the subjects we then considere:i. 

At that tiIIe I had the opportuni cy to rne.11tion to you in 

detail the te..-rrible eccnornic plight na; being faced by sane 40 million 

Brazilians in the northeasteni part of the county, largely as a result of 

the dete...~orating situation of t.'le ~ld sugar rrm:.ket caused mainly by the 

agricultural subsidies of the EtJ.rcpean Ccmrron Market and by the .imp:)rt 

restrictions :i.mp:Jsed by the Govel:nment of the United States. 

'llle establishment of an i..'!pJrt quota system by t.'le O'ni ted 

States, and the criteria adopted for the distribution of quotas for the 

period March through September this year represe.11t a serious bla; against 

a reliable. partner such as Brazil, and are likely to lead to an annual loss 

of 400 mi J J ion dollars for t.½e .iJnt=overished pcpulation of the nort..'1east of 

Brazil . .. if/ ~,!:. , 
t 
I 
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I cannot fail to notice, Mt". President, that the quota regim2 

seans to be in contJ;adiction to the philosophy of free trade espoused by 

your Administration, and that at the same time it rtJilS contrary the long

established and sound trade relationship between our countries. 

I believe the US Government might find it feasible to 

develop alten1ative means through which to provide the desired eccncrnic 

assistance to t.1.e countries of central Arrerica and the caribl:ean, for 

example by facilitating t.1.e importation, into the arrerican market, of 

alcohol prcduced by those nations, as well as by adopti..'1g other trade

generating i:olicies, but not by depriving the northeast of Brazil of 

resources that are vital for its very economic subsis-..ence. 

Another problem which is of great conce:m to rre· is the 

abjection that has been raised by your Govel:nirent with respect to the BEE'lEX 

program, whi':h has been t.mde..-rway for a long time, and which has been 

structured as an incentive to exports, but also acts as a stimulus to imports 

by exerrpting from ~ taxation gcods ~ad and utilized in the manufacture 

of those to be exported. M:my of t.1.e products we :imp:lrt under the BEFIEX 

program carre from the Onited States. 

In spite 0£ all the positive results and the great :imp:lrtance 

of the BEFIEX programme, and taking into account the special i.nt0 rest shewn 

on the matter by the US Administration, I have instruct-od my Ministers of 

Finance and of Industry and Trade to discontinue, from this date, the pra·?t· -~ 

/4(✓ / 
-< t, . . 

./ 
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of granting special incentives through· the BEE'IEX programrre. 

I T,t;OW.d, therefore be very grat0 ful if your Excellency~ be so gocd 

as to inst-,-.,ict the agencies of your ~t to suspend any studies or measures 

which seek the elimination of these programs. 

One of the outstanding features of· the Brazilian econany tcday is the 

importance of its international comnitm:nts, especially in foreign trade. 

Those international canmitments fome:i the cam:nanding rrotivation for son: 

recent rcessages by rrr-J Ministers of Finance and of In:iust:ry ar.d Trade to the 

Special Trade Representative, Ambassador WiJJiarn E. Brock, and to the Secretary 

. of Conm:rce, Mr. t-1.alcolm Baldridge, containing detailed explanations ab::lut 

these problems and other questions. that have been aflicting the econanic 

and financial relations betwe-o..n our a..o countries and may represent serious 

risks to the Brazilian econarr:r as a whole. 

The brutal increase in oil .prices in 1973/74 and 1979/81 has .imnensely 

aggravated the situation of oil importing developing countries. curing the 

last 8 years those countries have accumulated a foreign debt to the level of 

US$ 350 billion, whereas sane oil~g countries have accurru.latsd a 

surplus of US$ 420 bi J J ion in their balance of payrre.11ts. 

The high interest rates brought ab::lut by us policies have generated an 

additional burden to heavily in:iebted developing CC'lliltries - larger yet than the 

negative consequences of the oil-shocks. 

Brazil, Mr. President, has been par-..i.cularly affected by those 

developnents. 

As Brazil has one of the highest foreign debts in the ~rld 

- over US $70 billion - ar.d. must spend appraxilrately 40 per cent of all its 
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export-revenues for the sole servicing of that debt, bilateral trade issues 

cannot be considered in isolation, on the basis of a sectarial approach 

only; they have to be seen in the broader context of the eotmtJ:y's overall 

balance of payrre.11.ts situation, and calducted at the higher level of the 

enduring, loyal and promising partnership and friendship bet.-;e=>...n our t<..;o 

nations. 

Such a broader understanding can fOl:m the. basis for an 

:imnediate enhancan:nt of ccq;:era.tion and trade 1::etween Brazil and the United 

States to muc..11. higher levels, in the interest of our countries nad for the 

l:enefit of world trade. I therefore suggest that the Brazilian Ministe_---s 

of Finance and of IndustJ:y and Trade rr.eet as early as possible with the 

Special Trade i:epresentative and the Secretary of Co'rirerce of the United 

States in order to consider which concrete rreasures could lead to the 

achievement of tbose objectives. 

I avail myself of this opr::ortuni ty to rener11 to your 

Excellency the expression of my highest consideration. 

With waDn esteem, 

Joao Baptista de Oliveira FigueLredo. 11 
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Pr es ident Reagan 
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NSC Mr. SaQig-~O~~h 

Treasury Mr. Bruce Juba· 
(!oz OA.~ Templeman) 

FOR: CLEARANCE [!) INFORMATION □ 

Exmnsion 

39S-3552 

566-2349 

PER Rea.JEST □ 
9 

Room No. 

302 

S413 

COMMENTG] 

REMARKS: Your canment/clearance on this d.,..a,ft int~.,.j:m r 1211l y wcu J d he 

appreciated. The letter ~hould be sent on Thursday, July l{, in view of 
.. . ' 

the schedu1ed meeting on Friday between Amb. ·Breek and oeifim Neto. We are 

also providing copies. to OSTR and Commerce.a 

e5Jl<fflar: M 
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DECLASSIFIED 
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Thank you for .sharing with me your thoughtl! d.n 

some of the outstanding issues on the economic side 

----of-the-r-e-n·ttonship between our t)l<L.C.~unu.i.ea--- -I- .. ·-· -···. 

app-reeia-te- the deep concern 'illhich underlies year letter 

· - and· share-- your view that we should seek to find a 

basis· for a better understanding of our res~tive 

problems and policies. 

-- - • · .. -- · ·Discussions between our cabinet offic·ials who 

-.dea,l__ lllLt~ econo!'lic matters would be a most useful : 

_ _ atep. . in..-th.is direction • Minister Oelfw Re~•a achedulad 

... meetings... ~i t:h Secz-etary Regan, Secreta.r.y Bald.rige, 

_ and Ambassador Brock will. provide an excellent ~a.r ly 

opportunitf to explore this possibility in 9reatar 

detail. 

The specific issues ralsed in your letter merit 

the carefui study of several agencies of my government. 

·- His Exc:ellenc:y· 

Jcao Baptista de Oliveira Figuei=~do, 

President of tbe Federative Republic of Bra:il, 

Brasilia. 

f'nNFlOENTlAL 



we will, of course, be prepared to discuaa tbem witb . 

Minister Delfim Neto or at any follow-ap meeting tha~ 

may be· arranged with the Brazilian Miniatar ot ?inanca 

and Minister of Commerce and Induatry. 

I know this is a difficult period fer the· ee0n0my 

of Brazil. It is also a difficult pericd for the 

eeonomy of the Onited States. To the extent conaistant 

with our respective eeonomic obligations and bper~tive•, 

we must take great care to manage our a:tlJ~l problems . 

in a manner that aerves our common interest in a h~althy·· 

and constzuctive· relationship. 

Sincerely, 

·- . 

Ronald Reagan 
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TO: ,..L ~age± E ontaine 
2. a-Bosch 
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MEMORANDUM OF CONVERSATION 

DATE AND PLACE: 

PARTICIPANTS 

SUBJECT 

DISTRIBUTION 

December 13, 1982 
AD Headquarters, Caracas, Venezuela 

Venezuela 

Dr. Jaime Lusinchi, AD Presidential 
Candidate 

· United States 

Dr. Norman Bailey, Senior Director of 
National Security Planning - NSC 

Ambassador Ge0rge W. Landau 

Enrique F. P~rei, Political/Military Officer 

AD Presidential Candidate Lusinchi Comments 
on Domestic and International Issues 

ARA/AND/V 

Embassy, Georgetown 
Embassy, London 

AMB/DCM 
ECON 
EXATT 
USIS 
POL 
BIO 
CHRON 

1. Dr. Bailey and Ambassador called morning of December 13 on 
AD Presidential candidate Dr. Jaime Lusinchi to discuss the 
difficult economic ~nd financial situation afflicting several 
heniisphe·r ·ic nations; benefits Venezuela could derive ·from the 
Caribbean Basin Plan; · and the ques·tion of compensation to 
nationalized U.S. oil companies·. 

2. Dr. Lusinchi, characteristically, interrupted his visitor's 
opening remarks on the· need for improving U.S. -Venezuelan 
relations and the economic problems besetting the hemisphere 
to deliver a wide-ranging monologue on economic as well as 
foreign policy issues. He began by blaming President Luis 
Herrera Campins personally for losing the "jumbo credit" 
former Finance Minister Luis Ugueto had worked so hard to 
arrange. He then blamed the Foreign Ministry for discouraging 

~ 
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Canadian bank loans when it failed to grant the Canadian 
Ambassador an appointment with the Foreign Minister to 
discuss the possibility of such assistance. Finally, 
Lusinchi accused Herrera of mismanaging the GOV takeover 
of the Venezuelan Workers' Bank (BTV) and of causing · 
uncertainty in financial circles by refusing to honor a 
vast number of government bonds issued to the BTV, the 
same bonds the GOV is now offering to PDVSA in exchange 
for the foreign currency reserv~s· it lost to the Central 
Bank recently. 

3 . Lusinchi also castigated the present GOV for "playing 
politics" with foreign affairs issues. According to him, 
President Herrera has allowed USG-GOV relations to 
deteriorate. · The President backed the idea of elections 

2 

in El Salvador this year only because he expected the 
Christian Democrats to win; when Duarte failed to do so, 
Herrera quickly reduced his support .fo'r the cfemocratization 
effort in that country. Herrera also "played politics" with 
the Falklands/Malvinas issue, naively hoping to garnei 
Cuban and NAM support for Venezuela's claim against Guyana. 
Worst of all, howevei, Herrera is unwilling to accept AD 
counsel or assistance on domestic or international matters. 

4. Lusinchi followed his anti-Herrera tirade with 
assertions that under his presidency things would be 
different. He vowed to move quickly to restore public 
confidence in the Venezuelan economic and financial system. 
He .stressed that the U.S. and Venezuela have more points 
in common than not in foreign policy, and that as President 
he would follow a policy line closer to U.S. interests for 
the region "just like former AD Presidents Betancourt and 
Leoni did." Lusinchi claimed he earnestly desired to re
establish good and cooperative relations between our two 
countries . 

5. He then suggested that USG help to settle Verieiuela's 
territorial claim against Guyana. Dr. Bailey reiterated· 
our hope that Venezuela will be able to settle its terri
torial differences with Guyana . and Colombia soon and peace
fully . Lusinchi replied that he thought a solution to both 
problems could be found through negotiations during his 
presidency. He claimed to have information indicating that 
neither Guyana nor Colombia was interested in negotiating 
with the present GOV. Of the two problems, the differerices 
wtih Colombia can be more easily resolved. Lusinchi is 
worried, however, that Herrera may order the invasion of 
Guyana as an eleventh-hour electoral ploy, or to satisfy 
the "Hawks" in his military high command . Such a move, he 

CONFID~ 
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said, could derail the electoral process. But the f act 
that othirs, particularly Caldera, are also aware of this 
possibility would make it harder for Herrera to carry out 
such a plan. The Venezuelan people should be educated to 
accept something less than the total territory demanded 
from Guyana. Lusinchi believes Guyana and the Venezuelan 
people would accept a solution involving the trade of a 
triangle of Guyanese Atlantic Ocean coastline (around the 
Barama River) for economic assistance to develop Guyana's 
hydroelectric industry. Venezuela could also guarantee 
Guyana that it will buy most of the hydroelectric power 
generated by the controversial Mazaruni Dam project. What 
Venezuela is really after, Lusinchi said, is an exit to the 
Atlantic. 

sP 
POL: EFPerez :·mf d /' 

Clearance: The Ambassador~ 
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MEMORANDUM OF CONVERSATION 

DATE AND PLACE: 

PARTICIPANTS 

SUBJECT 

DISTRIBUTION 

December 13, 1982 
Dr. Caldera's Home, Caracas, Venezuela 

Venezuela 

Rafael Caldera, Former President and 
COPEI Presidential Candidate · 

United States 

Dr. Norman Bailey, Senior Director of 
National Security Planning - NSC 

Ambassador· George W. Landau 

Enrique F. Perez, PoiiticalYMilitary Officer 

COPEI Presidential Candidate Comments on 
Domestic and International Issues 

Embassy, Georgetown 
Embassy, London 

AMB/DCM 
ECON 
EXATT 
USIS 
POL 
BIO 
CHRON 

1. After meeting with AD presidential candidate Jaime Lusinchi 
the morning of December 13, Dr. Norman Bailey and the Ambassador 
called on former President Rafael Caldera at the latter's 
Caracas home. Caldera, like Lusinchi, met with Dr. Bailey 
without his aides. PolMil Officer was also present at the 
meeting. 

2. Caldera proved to be a better listener than Lusinchi but 
also less candid . He listened attentively to Dr. Bailey's 
remarks concerning the hemisphere's difficult economic situation; · 
the Reagan administration's hopes for the Caribbean Basin Plan 
and the possible benefits Venezuela could derive from it; USG 
hopes for a peaceful resolution of Venezuela's territorial 
disputes; and the favorable impact of the administration's 
"quiet d{plomacy" on the governments of Guatemala and El 
Salvador, before offering his own views. 

co~ 
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His responses, though well thought out and clearly expressed, 
followed a standard line. He did not criticize President 
Herrera Campins or attack any of his domestic or foreign 
policies. 

3. The Situation in the Caribbean Basin 

Caldera blamed the present political turbulence in the region 
on the dictators that ruled most of these countries for the 
last three decades. He said he predicted to ARA Assistant 
Secretary Terence Todman several years ago what is now 
happening in Nicaragua, and that he counseled Vice President 
Bush this year on how to deal with the problems in El 
Salvador. Caldera was worried about the tense situation be
tween Honduras and Nicaragua and hoped that violence could 
be avoided because "its consequences could be disastrous to 
the entire region". He saw the prospects improving for a 
political solution in El Salvador but conceded that the 
guerrillas, with obvious outside support, were still a 
powerful force and one that could prevent an acceptable 
political solution. Costa Rica, he said, should be given 
immediate and massive economic aid if it is to survive a s a 
democracy. The situation in Guatemala remains unclear 
largely because of the messianic pretensions of its President, 
General Rios Montt. The economic problems threatening 
Mexico and the Dominican Republic could cause political 
instability. Panama after Terrijo's death has also become 
unstable. In the face of all these problems, however, Venezuela 
is still willing to cooperate with the USG in promoting 
democratic and pluralistic governments in the region. 

4. The Reagan Administration's "Quiet Diplomacy" 

Caldera asked for Dr. Bailey's assessment of President Reagan's 
recent trip to South America. Dr. Bailey said it had been 
very successful. He pointed out that two positive ·offshoots 
from it were Rios Montt's announcement that elections would 
be held soon in Guatemala and Magana's announcement of the 
establishment of a Human Rights Commission in El Salvador. 
Caldera observed that the administration's "quiet diplomacy" 
appeared to be effective in improving the human rights climate 
in the region but that because of its "quiet" nature it 
opened the administration to charges of inaction or insensi
tivity in the human rights area. Dr. Bailey pointed out that 
those charges were unfounded; the present administration is 
as strong an advocate of human rights as was its predecessor. 
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In contrast to President Carter, President Reagan prefers 
to strive for results in this area without embarrassing the 
offending governments. 

5. Caribbean Basin Plan 

Dr. Bailey explained how aspects . of the plan could ·benefit 
participating donor countries like Colombia and Venezuela. 
He also stressed the importance of cooperation among hemis
pheric nations, their Central Banks, and international lending 
institutions to prevent present economic woes that beset the 
region from turning into a depression similar to the· ·devastat
ing Great Depression of the 1930's. Caldera welcomed the idea 
of extending the benefits of the plan to Latin donor countries 
and endorsed the idea of internationql coopera tion to avoid 
an economic ·catastrophe. He also expressed the hope that 
the USG could find a way to help countries outside the plan's 
scope, such as Ecuador and Bolivia whose dire present economic 
situations could lead to social and political violence in the 
near future. 

6. Border Disputes 

Dr. Bailey expressed the USG's hope that Venezuela would soon 
find peaceful solutions to its territorial disputes with 
Colombia and Guyana. Caldera remarked that he shared that 
hope and expressed the belief that the problem with Colombia 
could be speedily resolved under the next Venezuelan Govern
ment. The dispute with Guyana was a different matter. The 
problem here, Caldera said, is that Guyana continues to refuse 
to engage in talks about a solution. Perhaps if Great Britain, 
as guarantor of Guyana's territorial integrity, could 
"insinuate" to Guyana to start talks, "something reasonable 
could be achieved". He had suggested as much to UK Prime 
Minister Thatcher when the two met at the height of the 
Falklands crisis while he visited England on personal business. 

7. Caldera then suggested that perhaps through our "quiet 
diplomacy" we could suggest to Guyana to enter into meaning
ful negotiations. Dr. Bailey reiterated the hope that both 
disputes could be resolved p e acefully and mentioned that 
Augusto Ramirez, Mayor of Bogota and a close f riend of 
President Belisario Betancur, had told him recently of his hope 
that under the next Venezuelan administration the differences 
between the two nations could be resolved. 
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