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Subject: 

THE NATIONAL BIPARTISAN COMMISSION 
ON CENTRAL AMERICA 

MEMORANDUM FOR MR . WILLIAM P. CLARK 
THE WHITE HOUSE 

August 26, 1983 

Request for Special Air Missions Aircraft 

S ENIOR C OUNSELLORS: 

REP. MICHAEL D. BARNES t 
SEN. L LOYD BENTSEN 
REP. WILLIAM S. B ROOMFIELD 
SEN. PETE V. D OMENICI 
SEN. HEN RY M. J ACKSON 
R EP. JACK F. KEMP 
AMB. JEANE K IRKPATRICK 
MR. W INSTON L ORD 
SEN. CHARLES M ee. MATHIAS 
MR. W ILLIAM D. ROGERS 
REP. JAMES C . WRIGHT 

In support of the President's National Bipartisan Commission 
on Central America, t h e Commission will travel to Central 
America from 9 October to 15 October to hold discussions with 
government and non-government representatives. The countries 
to be visited by t h e Commission are Panama, Costa Rica , El 
Salvador, Guatemala, Honduras and Nicaragua. 

To enable the Commiss i on to maintain the travel schedule 
outlined above, the use of a Special Air Missions aircraft is 
requested. An estimated 40 passengers -- Commissioners, Senior 
Counsellors and staff -- will be t r aveling. The Commission 
requests the additional support of an accompanying flight 
surgeon. Questions and information regarding support for the 
Commission's trip can be directed to Major Edward Robarge, 
632-5898. 

Thank you for your ongoing support and cooperation. 

2201 C STREET NW., ROO M 1004, WASH INGTON, D.C. 20520 TEL: (2 0 2) 632-7 804 
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September 15, 1983 

ACTION 

MEMORANDUM FOR JAMES A. BAKER, 1AI() . 
FROM: WILLIAM P. CLARK~~ 

SUBJECT: Special Air Mission: National Bipartisan 
Commission on Central America 

The National Bipartisan Commission on Central America has 
requested the use of a Special Air Mission aircraft for their 
visit to Central America, October 9 through 16, 1983. As noted 
in their request at Tab A, all members, counselors, security 
personnel, and some staff members will be travelling. The 
Commission staff has also requested that a flight surgeon 
accompany the group. Given the age and physical condition of 
some members, this is probably wise. The itinerary for the trip 
is at Tab B. 

My staff has reviewed the Commission's possible alternatives to 
this plan, none of which appear to be as workable as the one 
presented. State Department concurs. 

RECOMMENDATION 

That you approve a Special Air Mission aircraft, with accompanying 
flight surgeon, for use by the National Bipartisan Commission on 
Central America for the period October 9 through 16, 1983. 

Approve Disapprove 

Attachments 
Tab A - Sutton Memo to Clark dated August 26, 1983 
Tab B - Itinerary for Commission Trip 

¢Q,NFIDM'IAL~ 
De~sif\Y6n: OimR r-CONRBENTIAL 
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Subject: 

THE NATIONAL BIPARTISAN COMMISSION 
ON CENTRAL AMERICA 

MEMORANDUM FOR MR. WILLIAM P. CLARK 
THE WHITE HOUSE 

August 26, 1983 

Request for Special Air Missions Aircraft 

: 
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In support of the President's National Bipartisan Commission 
on Central America, the Commission will travel to Central 
America from 9 October to 15 October to bold discussions with 
government and non-government representatives. The countries 
to be visited by the Commission are Panama, Costa Rica, El 
Salvador, Guatemala, Honduras and Nicaragua. 

To enable the Commission to maintain the travel schedule 
outlined above, the use of a Special Air Missions aircraft is 
requested. An estimated 40 passengers -- Commissioners, Senior 
Counsellors and staff -- will be traveling. The Commission 
requests the additional support of an accompanying flight 
surgeon. Questions and information regarding support for the 
Commission's trip can be directed to Major Edward Robarge, 
632-5898. 

Thank you for your ongoing support and cooperation. 

"' ~/11,,/f;_ 
erald M. ~~n 

Executive Director 

2201 C STREET NW. ROOM 1004. WASHINGTON. D.C. 20520 TEL: (202) 632-7804 



DRAFT ITINERARY: TRIP TO CENTRAL AMERICA 

Sunday, October 9 

6:00 p.m. 
10:00 p.m. 

Monday, October 10 

9:00 a.m. - 6:00 p.m. 

Tuesday, October 11 

7:45 a.m. 
8:15 a.m. 
9:30 a.m. - 5:00 p.m. 

Wednesday, October 12 

7:45 a.m. 
8:45 a.m. 

10:00 a.m. -
Thursday, October 

8:00 a.m. 
8:30 a.m. 
9:00 a.m. -

6:00 

13 

5:00 

Friday, October 14 

7:45 a.m. 
8:30 a.m. 
9:30 a.m. - 5:30 

Saturday, October 15 

7:45 a.m. 
8:45 a.m. 
9:00 a.m. - 4:30 
6:00 p.m. 
6:45 p.m. 

Sunday, October 16 

9:00 a.m. 
3:30 p.m. 

p.m. 

p.m. 

p.m. 

p.s. 

- Leave Andrews AFB 
- Arrive Panama City 

- Briefings with Embassy and 
SOUTHCOM and meetings wit~ 
Panamanians 

- Leave Panama City 
- Arrive San Jose 
- Briefings and meetings 

- Leave San Jose 
- Arrive El Salvador (Embassy 

briefing on board possible) 
- Meetings with Salvadorans 

- Leave San Salvador 
Arrive Guatemala 

- Briefings and meetings 

- Leave Guatemala 
- Arrive Tegucigalpa 
- Briefings and meetings 

Leave Tegucigalpa 
Arrive Managua 
Briefings and meetings 

- Leave Managua 
- Arrive San Jose (overnight 

Hotel Cabiari) 

- Leave San Jose 
- Arrive Andrews AFB 

11 
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Summary of Presentations before the 
National Bipartisan Commission on Central America 

SESSION ON SOCIAL DEVELOPMENT 
Day 1: September 7, 1983 

The Commission met on September 7 at 10:00 a.m. to consider 
social development issues. In the absence of Dr. Kissinger, 
Mr. Brady chaired the session. Edward Marasciulo, Executive 
Vice President of the Pan American Development Foundation, 
served as lead consultant. 

Edward Marasciulo: Overview 

Mr. Marasciulo began with an historical overview on the 
failure of Central American unity and the memory left by 
William Walker. He noted that in the past 30 years, Central 
America has received over $12 billion in foreign aid without 
providing substantial improvements in the quality of life. The 
dominant factor negating advances in development has been the 
population explosion, along with widespread malnutrition. Mr. 
Marasciulo discussed the Central American diaspora, which has 
resulted from political instability, population imbalances, and 
natural disasters. Mr. Marasciulo also suggested that the real 
war is the war for social development and that the key to 
improvements rests less with the allocation of monetary 
resources and more with a will to develop and adapt to an 
environment of change. 

Mr. Marasciulo urged adoption of strategies that overcome 
formal and bureaucratic restraints and provide for direct 
distribution of assistance. He referred to the possibility of 
reviving the Servicio concept--joint ventures by donors and 
recipients to engage in direct development work, generally in 
the infrastructure. During questioning, Mr. Marasciulo 
expanded on the need to approach the population issue in terms 
of jobs not contraception, the importance of small project 
funding by multilateral banks, and the need for greater use of 
Spanish-speaking and Hispanic Peace Corps volunteers. 

Dr. Russell Davis (Littauer School, Harvard University): 
Education 

Dr. Davis described the high level of violence in the 
region as a major obstacle to development. To the extent 



permitted by a reduction in violence, a large and sustained 
program to manage population growth--accompanied by health, 
nutrition, and basic education programs to train and employ 
young people--would have large payoffs. Dr. Davis suggested a 
three-tiered strategy for human resource development: (1) 
Basic education and literacy. Dr. Davis attributed Nicaraguan 
succes in literacy campaigns particularly to their ability to 
mobilize. On the other hand, Nicaragua has failed to meet the 
need for education beyond basic literacy due to the absence of 
a plan to link education to the dynamics of the economy. (2) 
Basic training for agricultural and industrial production. Dr. 
Davis called for greatly increased training in off-farm 
employment and criticized past concentration on formal 
vocational training. (3) Development education. Dr. Davis 
called for professional, technical, and scientific training in 
fields necessary to individual country development needs. Dr. 
Davis linked this training to the jobs that could be generated 
by the efforts of trained professionals once violence subsides, 
e.g., plastic assembly plants in El Salvador. 

Dr. Loy Bilderback (Cal. State Univ. at Fresno): 
Population 

Dr. Bilderback noted that in spite of reduced birth rates 
in the region, the population continues to grow because of the 
high percentage of young people and decreasing mortality 
rates. While family planning programs are important in the 
long run and should be strengthened, they are politically 
sensitive; moreover, they will not solve the immediate problem, 
which involves those already born. The major population 
problem, which is at the core of social unrest today, is the 
inability of the region to provide employment for a constantly 
expanding workforce. Dr. Bilderback noted that the growth 
crisis is mainly urban and the critical need is for the 
creation of urban industrial jobs; even if land reform programs 
are a success, they will have attacked the smaller part of the 
problem. To address the jobs problem, Dr. Bilderback 
suggested: opening American markets further to Central American 
products, particularly manufactured goods; returning to a 
Central American common market; and stopping strengthening of 
the military at the expense of development in other areas. 

Ronald Scheman (OAS Asst. Secretary for Management): 
Private Sector Role in Social Development Policy 

Mr. Scheman argued that a major problem facing Central 
America today is that the private sector (businessmen and 
bankers) has not addressed the social and unemployment problems 



of the poor. Because the private sector is not involved with 
the issues of concern to the poor, it is commonly viewed as 
part of the problem rather than a potential part of the 
solution. Mr. Scheman suggested three areas deserving private 
sector attention: productivity--to help create jobs in the 
small-enterprise, informal sector; motivitation--to become 
involved in welfare of the poor; and communication--to 
demonstrate by action and personal involvement that it can help 
solve the problems of the poor. Mr. Scheman urged 
concentration on local national development foundations, the 
main focus of which has been to provide credit and technical 
advice to small enterprise. 

Leveo Sanchez (Development Associates, Inc.): Reflections 
on U.S. Social Development Policy toward Central America 

Mr. Sanchez's presentation focused on ways of promoting 
more rapid social progress and emphasized the need for a 
long-term commitment from both the U.S. and the Central 
American nations. The impact of government agencies has been 
limited by such problems as feather-bedding, graft, poor 
management, and budgetary and bureaucratic constraints. Mr. 
Sanchez recommended getting more U.S. experts into the region 
on a cooperative basis, for example through something like the 
Servicio concept. Other potentially worthwhile cooperative 
approaches include people-to-people and city-to-city programs, 
the OAS, Peace Corps, and private voluntary groups. Mr. 
Sanchez also urged increased use of the whole range of local 
institutions in implementing social programs; the church, the 
military, the academic community, and the business sector have 
all been underutilized. 

Loret Ruppe (Director, Peace Corps): 
Tne Peace Corps and Social Development 

Ms. Ruppe reviewed the Peace Corps' unique qualifications 
for contributions to Central American development on the 
community level and in rural areas. Its activities in Central 
America concentrate on two themes: improvement in standard of 
living and economic development. Ms. Ruppe argued that--given 
adequate budgetary support for expanded programs and 
recruiting--the Corps could undertake important new 
initiatives, such as a major literacy campaign, improved 
delivery of rural health care, and support for the President's 
Carribean Basin Initiative. She urged Commission backing for 
such an expanded role. 

JB #0263B 
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Summary of Presentations before the 
National Bipartisan Commission on Central America 

SESSION ON SOCIAL DEVELOPMENT 
Day 2: September 8, 1983 

The Commission met on September 8 at 9:00 a.m. to continue 
its consideration of social development issues. William 
Doherty, Executive Director of the American Institute for Free 
Labor Development (AIFLD), and Edward Marasciulo, Executive 
Vice President of the Pan American Development Foundation, 
served as lead consultants. 

Commission Business 

The Commission discussed a trip to Central America 
considering several options, which include a single group trip, 
trips by working groups, or a small delegation led by Dr. 
Kissinger. The Commission will meet at 9:15 a.m. on September 
12 to hear final recommendations. Dr. Kissinger announced that 
Senator Inouye will replace the late Senator Jackson as a 
Senior Counsellor. Dr. Kissinger relayed an invitation made by 
the AFL-CIO to attend a portion of its annual convention in 
Miami on October 2; participants will include President Luis 
Alberto Monge of Costa Rica and major Latin American labor 
leaders. 

William Doherty: Labor Perspective 

Mr. Doherty gave a capsule history of AFL-CIO activities in 
Central America, noting that the idea of a confrontation 
between the Soviet Union and the U.S. in the region is very 
real to the area's trade unionists. Doherty estimated that 70% 
of the region's top trade union leadership has been trained in 
the U.S.; the other 30% has probably been trained in Moscow. A 
prime goal of the free trade union movement in Central America 
is to ensure that the region's people have a voice in their 
government. Neither a return to rule by the oligarchies nor a 
Marxist-Leninist victory will give the people sufficient stake 
in their societies to bring about long-term stability. 

Doherty emphasized the need to work with established 
regional institutions to implement AIFLD's recommendation of a 
5-year, $7.5 billion program of U.S. economic assistance. He 
believes the U.S. people will support such a program, as they 



supported the Alliance for Progress, if they are convinced the 
aid is reaching those who most need it. While USAID programs 
are beneficial, AID must maintain a government-to-government 
relationship which often results in economic assistance 
benefitting vested interests. The AIFLD recommendation calls 
for "watchdog" committees in the U.S. and recipient 
countries--made up of representatives from the Administration, 
Congress, and the business, academic, labor, and church 
communities--to oversee the use of assistance funds. 

Doherty noted that the people of Central America support 
the democratic way of life. Their expectations for their 
societies have been shaped in large part by the U.S. media and, 
as they have shared so much New World history with the U.S., 
they want to share in the benefits of a participatory democracy 
that will be responsive to their economic needs. 

Richard Hough (AIFLD): Prof. Roy Prosterman (University of 
Washington): Mary Temple (The Land Council}: 
Land Reform 

Mr. Hough presented an overview of land reform. He 
described the problems of the landless, the tenant farmer, and 
the agricultural laborer as acute throughout Central America. 
Land problems contribute significantly to political 
instability, low agricultural productivity, and economic 
inequality. He explained that the modern world is governed by 
essentially two models: the collectivist approach of communist 
systems and the small family unit common in democratic systems. 
He called for the U.S. to embrace land reform not as a measure 
of last resort, but as an ongoing process for peaceful change 
in underdeveloped societies. 

Dr. Prosterman devoted considerable attention to an 
explanation of the three phases of the land reform program in 
El Salvador. Phase I, the redistribution of land over 1,200 
acres, has been completed and a system of compensation 
prepared. Phase II, redistribution of medium size holdings, 
has been deferred. Phase III, land to the tiller or small 
renter or sharecropper, has moved slower than expected. 
Prosterman noted that significant delays have developed because 
of titling problems and resistance by former land owners. 
Prosterman called for continued U.S. support for land reform 
and consideration of possible financial assistance to complete 
the program, including funds for compensation to former owners 
(which is now prohibited by U.S. law). Tne team of experts 
concluded that land reform is an important element in 
forestalling potentially explosive land issues throughout 
Central America. 



Dr. Nevin Scrimshaw (MIT): Health and Nutrition 

Dr. Scrimshaw began by discussing the involvement of the 
Institute of Nutrition of Central America and Panama (INCAP), 
and its contributions to the improvement of health and 
nutrition in the region. Malnutrition is a severe, often 
irreversible problem in Central America. Of particularly great 
concern is protein calorie malnutrition among pregnant mothers 
and weaning children. Scrimshaw noted the synergy between 
health and nutrition. Finding the root causes of health and 
nutrition problems in social injustice, Scrimshaw suggested 
promoting strong systems of primary health care and encouraging 
regional measures. He emphasized that solutions must come in a 
package and that individual actions may be a waste of money. 

Edward Marasciulo and William Doherty: 
Lead Consultants' Recommendations 

Marasciulo presented both immediate and intermediate 
recommendations, including: rapid expansion of Peace Corps 
activities; the creation of a roving ambassador to deal with 
regional issues; closer cooperation with the Central American 
Bank; and coordination with both private voluntary 
organizations and the private sector in Central America. 
Doherty reiterated his call for a "watchdog" group to monitor 
the use of assistance funds and urged continued U.S. support 
for land reform. 

M. Peter McPherson (Administrator, AID): 
U.S. Government Reaction 

Administrator McPherson was "reasonably optimistic" that 
social development progress could be made in Central America, 
pointing to the social revolution that took place in Costa Rica 
and Panama. McPherson reviewed actions taken by AID in this 
area and asked the Commission to view family planning programs 
as vital to the long-term objective of increasing incomes and 
the quality of life. Education and training are other areas 
that are important vehicles for social development, including 
non-formal education and literacy campaigns. Primary helath 
care, oral rehydration efforts and malaria vaccine research 
contribute to social progress. A particularly difficult area 
is the growing urban population that is getting larger and 
receiving a shrinking share of social service resources. The 
overall context, he indicated, is to promote and e xpand 
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democracy, including the establishment of legal systems, human 
rights, and other variables that promote broadly based social 
and economic development. 

Administrator McPherson emphasized the need to focus 
attention on delivery mechanisms--such as private voluntary 
organizations, indigenous private sectors, labor affiliates, 
and U.S. Government organizations such as the Peace Corps. 
U.S. assistance, he argued, can only be effective if the host 
governments take necessary actions in the area of policy 
reform, by institutionalizing appropriate technology, and 
mobilizing the private sector in order to ensure effective use 
of finite resources. 

JB #0270B 
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Summary of Presentation before the 
National Bipartisan Commission on Central America 

CIA BRIEFING 
September 8, 1983 (4:50 - 6:00 p.m.) 

The first topic discussed was the strategic importance of 
the Central American and Caribbean basin region to the U.S. in 
terms of the trade routes used by American imports. This was 
followed by an overview of the Central American insurgencies. 
The geurrilla forces operating in the region were compared as 
to sizes and abilities with the armies against which they 
compete. The level of economic and military aid to Nicaragua 
was discussed at length. The economic aid originates primarily 
in the West and is falling. Military aid comes almost 
exclusively from communist countries and has risen sharply this 
year. Detailed discussions of the internal situations in El 
Salvador, Nicaragua, and Guatemala covered democracy and the 
electoral scene, economics, human rights, and security issues. 
The stability of the regional governments was also assessed. 
Many of the questions posed by Commission members focused on 
the guerrilla war in Nicaragua. 
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Summary of Presentations before the 
National Bipartisan Commission on Central America 

SESSION ON ECONOMIC DEVELOPMENT 
Day 1: September 12, 1983 

The Commission met on September 12 at 9:15 a.rn. to consider 
economic development issues. Alan Stoga, of the First National 
Bank of Chicago, and Dr. Sidney Weintraub, of the University of 
Texas, served as lead consultants. 

Commission Administrative Matters 

Due to scheduling conflicts, Dr. Kissinger requested that a 
meeting be set for Friday, October 7. It was agreed that the 
Commission will travel as a group to all the Central American 
countries, beginning with Panama. The sessions on political 
development and security issues were switched on the schedule, 
the security session now being set for September 21 and 22 and 
political development now being set for September 28 and 29. 
Tom Korologos provided an overview of congressional actions 
that might bear on Commission activities and Herb Hetu gave a 
report on the Commission's public and press relations. 

Alan Stoga and Sidney Weintraub: 
Overview 

Mr. Stoga began by outlining several factors that have 
contributed to the economic crisis in Central America. The 
first set includes the impact of high oil prices, world 
recession, and weak commodity prices. A second set involves 
intra-regional tensions and political unrest. A third set 
reflects weak economic management, based on an attempt 
artificially to cushion the Central American economies from 
decline. Finally, the general retrenchment among banks has led 
to a virtual cut-off of outside capital to Central America. 

Dr, Weintraub outlined a series of policy options. These 
options include the continuation of present trade policies as 
embodied in the Caribbean Basin Initiative; the establishment 
of a modified Alliance for Progress; the formation of a Central 
American consultative group similar to the World Bank's 
Caribbean consultative group; or the formation of a long-term 
agreement similar to that between the European Community and 
several underdeveloped countries signed at Lome. 



-2-

Dr. Raul Prebisch (Economic Commission for Latin America): 
Economic Development Trends 

Dr. Prebisch outlined three basic causes for the current 
Central American crisis: land tenure problems, inequitable 
distribution of national income along with a waste of capital 
inputs on privileged consumption, and the failure to adopt 
sound development policies within the Central American Common 
Market. He recommended that market forces be supplemented by 
government action in order to promote balanced and equitable 
growth. He also argued that the IMF often forces contractions 
in imports without adequate attention to the consequences of 
such actions. He concluded by calling on the U.S. to accept 
fundamental structural changes in Central America, citing the 
Mexican Revolution as a situation in which basic upheaval was 
necessary to establish a basis for growth. 

Americas Society: 
Samuel F. Segnar (Inter-North Corp.) and 
Seymour Milstein (United Brands): 

Role of the Private Sector 

To assist the Commission, the Americas Society formed an ad 
hoc committee, composed of leadership of a dozen U.S. 
corporations operating in Central America, to explore the role 
of the private sector in solutions to the region's problems. 
Messrs. Segnar and Milstein presented the group's views, which 
included a consensus on six key points: 

-- Without massive external assistance, the economies of 
the region face collapse. 

-- Military confrontation involving U.S. troops would be 
too costly in political terms and would not solve the 
underlying economic problems. 

-- Short term financial transfers are needed, but are not 
sufficient alone. 

-- The situation is not hopeless, U.S. firms continue to 
operate throughout the region, including El Salvador and 
Nicaragua. 

-- The U.S. response must be massive, immediate, and 
innovative. 

-- The U.S. stake is so important that a solution is worth 
virtually any cost. 

Because neither government nor private sector initiatives 
alone would be sufficient, Segnar and Milstein urged the 
creation of a structural mechanism of limited duration that 
would allow for quick decisions using the resources of both the 
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-3-
public and private sectors. They emphasized the need for an 
"umbrella of security" to facilitate private sector 
involvement. Such involvement would need to address: 
short-term credit facilities; venture capital; export marketing 
assistance; expanded OPIC-like insurance guarantees; debt 
rediscounting facilities; infrastructure development with 
immediate private sector impact; and innovative approaches to 
education that include private sector involvement. The 
Commission accepted the speakers' offer to provide a more 
thorough evaluation of these and other possibilities. 

Lawrence E. Harrison (formerly of AID and Harvard University): 
Role of Foreign Assistance 

Mr. Harrison, former Director of USAID Missions in Costa 
Rica and Nicaragua, characterized U.S. efforts to promote 
democratic political development in Central America as 
ineffectual. Although there has been progress in education and 
health, economic growth has not created higher real income for 
the masses. Harrison asserted that Central America's current 
circumstances are rooted deep in its history. The region's 
progress has been resistant to our efforts to promote change 
because most Central Americans are inculcated with values and 
attitudes that are anti-democratic, anti-social, and anti-work, 
based on Hispanic authoritarianism compounded by a harsh and 
exploitative colonial experience. Costa Rica differs becuase 
its settlers knew they had to work their own farms to survive. 
Harrison argued that the cultural and historic roots of Central 
America and U.S. experience with development there should shape 
a U.S. policy that is designed to accelerate movement away from 
the Hispanic world view toward a modern, pluralistic view. 
Harrison recommended that $200-300 million additional 
fast-disbursing assistance be given to those Central American 

, governments genuinely committed to democratic policies and 
social reform. Specifically, Harrison argued that priority be 
given to educational reform, increasing the numbers of Central 
Americans studying in the U.S., and reducing USAID personnel 
levels in Central America. 

Fred Bergsten (International Institute of Economics): 
IMF and Conditionality 

Mr. Bergsten asserted that, with the exception of Costa 
Rica, Central America does not have a debt problem; rather, the 
fundamental problem is related to trade. The 40% decline 
during the past 5 years in the region's terms of trade is 



-4-
stunning, and suggests that the long-term solution to Central 
America's economic problems includes lower interest rates and 
higher commodity prices (except petroleum). Bergsten 
characterized IMF conditionality policy as pretty good, but it 
could be improved if the Fund took world conditions more 
closely into account--i.e., conditions should be tougher when 
the world economy is strong and vice versa. 

Bergsten's principal recommendation was for an income 
stabilization fund along the lines of the Stabex program 
created by the EEC for the members of the Lome Convention. The 
fund (parallel to the IMF's Commodity Financing Facility) would 
compensate the Central Americans for shortfalls in export 
revenues. Such a program would address the principal problem 
at a relatively modest cost and would automatically phase out 
as export markets strengthened. Several Commission members 
agreed with Bergsten that such an initiative would gain far 
more congressional support than a price stabilization scheme 
(i.e., commodity agreements). 

JB 9/14/83 
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Summary of Presentations before the 
National Bipartisan Commission on Central America 

SESSION ON ECONOMIC DEVELOPMENT 
Day 2: September 13, 1983 

The Commission met on September 13, 1983 at 10:00 a.m. to 
resume its consideration of economic development issues. Alan 
Stoga, of the First National Bank of Chicago, and Dr. Sidney 
Weintraub, of the University of Texas, served as lead 
consultants. 

Monteagle Yudelman (World Bank): 
Agricultural Development 

Mr. Yudelman compared Central American countries to others 
in the IBRD's middle-income category, reviewed overall 
agricultural production, and discussed the types of programs 
needed to increase production on small holdings. Yudelman 
stated that, as in many other middle income countries, Central 
American agriculture accounts for 20-30 percent of the gross 
domestic product, produces significant foreign exchange, and 
employs 30-60 percent of the population. He indicated that 
agriculture can be viewed as part of a dual economy: exports 
are produced efficiently and by relatively large holdings, 
while actual food production is conducted inefficiently and on 
a small scale. 

Mr. Yudelman stressed that high population rates and lack 
of opportunities in rural areas are leading to an urban 
explosion. This problem, along with that of low agricultural 
yields, points up the need for a strategy to increase food 
production. Elements of such a strategy include: continued 
funding for research and providing inputs, such as fertilizer, 
marketing studies, infrastructure, and incentives. 

Arthur Schlesinger, Jr.: 
Refelctions on the Alliance for Progress 

Dr. Schlesinger spoke before the Commission on the Alliance 
for Progress and its goals: economic growth, structural change, 
and political democratization. The Alliance was successful as 
a stimulus for economic growth, but it accomplished far less 
than its founders had hoped. Excessive expectations were 
created by our postwar occupations of Japan and Germany and the 



"national omnicompetence" of the Marshall Plan. The Alliance 
made a difference, but the Latin American countries did not 
have strong local governments dedicated to the project of 
national development for the general welfare. Warning against 
binding ourselves to governments that call for a military 
shield but do not care for their own dispossessed, Schlesinger 
asserted that the military-shield concept works only when it 
helps governments already committed to an agenda of democratic 
reform. 

Dr. Schlesinger characterized unilateral U.S. military 
intervention in Latin America as a gross error and suggested 
that the U.S. follow the lead of the Contadora Group. He 
concluded that our best hope is for U.S. assistance to be the 
missing component when the domestic will is democratic, 
organized, and resolute. 

Alan Stoga and Sidney Weintraub: 
Lead Consultants' Recommendations 

Dr. Weintraub recommended that the Commission focus on 
institutional structures and avoid the tactics and techniques 
of implementation. He urged the Commission to be aware of 
AID's ability to respond quickly and efficiently to foreign 
policy objectives. Weintraub characterized himself as a great 
admirer of non-governmental and private voluntary organizations 
but argued that the Commission must involve the host 
governments in social and economic development activities. 
Without a politicial commitment by the host governments, no 
amount of funds will be effective. Weintraub recommended that 
the Commission review a multilateral assistance model along 
with other donor assistance. 

Mr. Stoga also recommended that the Commission propose the 
establishment of a multilateral structure, composed of 
international institutions and the private sector, domestic and 
foreign, to mobilize foreign assistance in support of regional 
and national development programs. He suggested several 
possible mechanisms, including: a short-term stabilization 
program through balance of payments assistance, commodity 
earnings stabilization structures, increased exports, and 
regional integration. Stoga and Weintraub agreed that the cost 
of a development plan is a political decision. 

The consultants agreed to return on October 7 to discuss in 
greater detail the specific objectives, assumptions, and costs 
of a development program. 
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Work plan and initial 
briefings. 

Consultations with former U.S. 
Government leaders. 

Social and humanitarian issues 
in the region. 

Economic development in the 
region. 

Security issues. 

Political development. 
Commission discussion of 
long-term political and 
diplomatic options. 

Additional economic topics and 
other speakers. 

Travel to Central America 

Commission discussion of U.S. 
interests in the area. 

Incompleted matters. 

Travel to Contadora countries 
(tentative - subject to 
invitation). 

Commission discussion of 
elements of an integrated 
long-term strategy. 

Drafting session. 

Drafting session. 
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Summary of Presentation before the 
National Bipartisan Commission on Central America 

Briefing by: AMBASSADOR JOHN NEGROPONTE 
(U.S. Ambassador to Honduras) 

September 13, 1983 

Amb. Negroponte structured his talk around the political, 
economic, and security challenges facing Honduras. He stated 
that the institutionalization of the country's two-year-old 
democracy has proceeded quite well so far, and that he foresees 
no special problems in the near future. The Honduran economic 
situation, however, is extremely difficult, due in large part 
to the world recession, low commodity prices, and armed 
conflict in the region. Whereas the Honduran economy had 
enjoyed annual growth rates of 6% to 7% in the late 1970s, it 
contracted by 1% in 1982. Amb. Negroponte also credited part 
of the economic problem to the reluctance of foreign lenders to 
continue the late 1970s pattern of large loans. The Hondurans 
have coped with the region's security problems by supporting El 
Salvador in its struggle against the guerrillas, hosting the 
Regional Military Training Center at Puerto Castilla, and 
increasing their military training and readiness. Although 
Honduras has been unsure of the U.S. response should it be 
invaded by Nicaragua, its confidence was raised considerably by 
the recent deployment of the U.S. fleet off Nicaragua. 
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