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THE WHITE HOUSE 

WASHINGTON 

January 31, 1984 

MEMORANDUM FOR WILLIAM E. BROCK 

FROM: ROBERT C. MCFAALAN~i 

SUBJECT: Implementing the Jackson Plan 

0757 

Thank you for your memo of January 24. I agree with you that we 
must maintain our domestic, political, and private sector support 
for the CBI and not hurt the friendly Caribbean Island nations in 
implementing the Jackson Plan. To ensure that your concerns are 
appropriately addressed, I have passed them on to the task forces 
working on the legislation to implement the recommendations of 
the National Bipartisan Commission on Central America. 

1-
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MEMORANDUM 

NAT I ONAL SE CUR I T Y COUNCIL 

January 27, 1984 

ACTION 

MEMORANDUM FOR ROBERT C. MCFARLANE 

FROM: OLIVER L. NORTH J 
SUBJECT: Input for the Jackson Plan Legislation 

At Tab A is a memo for you from Bill Brock expressing concern 
that we not, in implementing the Jackson Plan, damage the CBI. 

Brock's comments are on the mark. I have taken the liberty of 
passing a copy of this to Al Keel for consideration in drafting 
the final version of the legislation. I have also sent the memo 
at Tab B to Tony Motley. 

So that Ambassador Brock knows action has been taken, we propose 
that you send him the brief note at Tab I. 

RECOMMENDATION 

That you sign and fo7,rw td the memo at Tab I to Ambassador Brock. 

Approve___ Disapprove 

Con8tantine Menges is on sick leave 

Doug McMinn and.Robinson not available 

Walt Raymond Concur t\1l-,r 

Attachments 
Tab I - McFarlane Memo to Brock 

Tab A - Brock Memo to McFarlane of January 24, 1984 
Tab B - North Memo to Motley 
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, , ,--, ; · f ·H\E.J4:'~ \::!) ED STATES TRADE REPRESENTATIVE 
. t. ' WASHINGTON 

MEMORANDUM TO: Robert C. McFarlal)o/ 

FROM: 

SUBJECT: of the Caribbean 

The National Security Council is considering interagency 
recommendations for responding to the Kissinger Commission 
Report. I am convinced that we would greatly enhance the 
economic and strategic value of our response to the Commission's 
proposals if we proceed in a manner which preserves the integ
rity of our "Caribbean Basin" policy. 

On the economic side, the Kissinger Commission's proposals are 
strongly supportive of the approach the President has consis
tently pursued through the Caribbean Basin Initiative -- that is, 
a comprehensive development strategy, emphasizing incentives to 
the private sector (ours and theirs) to stimulate business 
activity, combined with an assistance program that encourages 
foreign government action to "liberate" the domestic economy 
from inefficient public sector involvement. The Commission 
endorses the CBI by name, but then summarily dismisses it as 
too gradualist, too limited in content to bring the rapid 
reversal in economic performance demanded by the Commission. 

The Commission wants new action from the U.S. and other donors 
to immediately stabilize the financial picture for the 
Central American debtors; to substantially relieve the Central 
American governments of the budgetary burdens attendant to 
building (or rebuilding) the infrastructure necessary to sup
port a prospering modern economy; and to further expand foreign 
trade opportunities and improve investment conditions. The 
specific measures recommended, even if only partially adopted, 
could unquestionably accelerate and broaden the positive effects 
of the CBI. Many of the recommendations bear a close resemblance 
to proposals given serious consideration in 1982 by the CBI 
Task Force which I chair. While these proposals were considered 
to be well-suited to the conceptual thrust of the CBI, they were 
not adopted due largely to domestic political and economic 
restraints. 
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Accordingly, supporters of the CBI would welcome action on 
many Commission proposals. This would include friends of the 
CBI in Congress, like Charles Percy and Sam Gibbons, and 
equally important, CBI activists from the private sector. Yet, 
these individuals and groups would be in an awkward position if 
the Administration now embarks on a campaign for purely Central 
American initiatives, which ignore the valid needs of the 
Caribbean island states. 

Our legislative and diplomatic victories with the CBI might not 
have been won if the Initiative was confined to Central America. 
On the other hand, the costs of including the island states, 
both concrete (e.g., incremental aid) and non-quantifiable 
(e.g., the threat from island exports) were a relatively 
small burden on the CBI as a whole. 

Finally, there are the island states themselves to consider. 
A Central American initiative could tip the scales so profoundly 
in favor of the isthmus as a site for new investment that the 
island states might feel compelled to renounce the private
sector led growth strategy of the CBI, and move back to public 
sector dominance of the economy. With this reversal would come 
a return to dependence on international financial largess, and 
the end of all hope for self-sustaining economies in the 1990's, 
as well as a perception among the islands of discrimination. 

If we are to: 1) maintain political and private sector support 
domestically for the CBI; and 2) keep our Caribbean allies 
interested in private sector-led development, then any trade and 
investment proposals growing out of the Commission report should 
be implemented on a Caribbean Basin-wide basis. Other benefits, 
such as those dealing with finance, should, as appropriate, be 
available to the Caribbean islands, although not necessarily in 
the same proportion as for Central America. 
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NATIONAL SECURITY COUNCIL 

WASHINGTON, D.C. 20506 

MEMORANDUM FOR AMBASSADOR ANTH~~ MOTLEY 

FROM: OLIVER L. NORTH0 

January 27, 1984 

SUBJECT: Input for Jackson Plan Legislation 

Please find attached a memo from Bill Brock, USTR, which raises 
concerns about the impact of the Jackson Plan legislation on the 
CBI. Bud has asked that I pass this to you and the task forces 
working on the legislation to ensure that Ambassador Brock's 
concerns are properly considered. I have also provided a copy to 
Al Keel for his legislative/legal folks who are working with 
yours. 

Regret having missed your meeting this afternoon. 

Attachment 
Tab A - Brock Memo to McFarlane of January 24, 1984 

o-
0 



The N2tional Security Cou..11cil is considering interagenc~{ 
recommendations for respondinq to the Yissinger Commission 
Report. I am convinced ~at we would greatly enhance the 
economic and strategic value of our response to the Commission's 
proposals if we proceed in a manner which preserves the i"nteg
ri ty of our "Caribbean Basin" policy. 

On the economic side, the Kissinger Commission's proposals are 
strongly supportive of the approach the President has consis
tently pursued through the Caribbean Basin Initiative -- that is, 
a comprehensive development strategy, emphasizing incentives to 
the private sector (ours and theirs) to stimulate business 
activity, combined with an assistance program that encourages 
foreign government action to "liberate" the domestic economy 
from inefficient public sector involvement. The Commission 
endorses the CBI by name, but then summarily dismisses it as 
too gradualist, too limited in content to bring the rapid 
reversal in economic performance demanded by the Commission. 

The Commission wants new action from the U.S. and other donors 
to immediately stabilize the financial picture for the 
Central American debtors; to substantially relieve the Central 
American governments of the budgetary burdens attendant to 
building (or rebuilding) the infrastructure necessary to sup
port a prospering modern economy; and to further expand foreign 
trade opportunities and improve investment conditions. The 
specific measures recommended, even if only partially adopted, 
could unquestionably accelerate.and broaden the positive effects 
of the CBI. Many of the recommendations bear a close resemblance 
to proposals given serious consideration in 1982 by the CBI 
Task Force which I chair. While these proposals were considered 
to be well-suited to the conceptual thrust of the CBI, they were 
not adopted due largely to domestic political and economic 
restraints. 
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THE WHITE HOUSE 

WASHINGTON 

February 10, 1984 

0808 

MEMORANDUM FOR THE HONORABLE GEORGE P. SHULTZ 
Secretary of State 

SUBJECT: 

Department of State 

THE HONORABLE DAVID STOCKMAN 
Director 
Office of Management and Budget 

THE HONORABLE M. PETER McPHERSON 
Administrator 
Agency for International Development 
Department of State . 
Economic Development in Central 
America -- Implementing the Bipartisan 
Commission Recommendations 

I believe that one of the most effective methods of 
promoting economic development in Central America and the 
Caribbean is through the utilization of existing technology 
for the development of indigenous natural resources in the 
region. This approach is consistent with the goals and 
recommendations of the Bipartisan Commission Report (Tab B). 
Senator Domenici's staff has indicated a willingness to help 
move the legislation through Congress. 

In order to ensure that this Administration is able to 
successfully meet this goal, I request that we insert 
language (Tab A) into the implementation plan to provide a 
basis for the establishment of an Americas Center for 
Technology (ACT). 

Discussion. While the natural resource base in Central 
America and the Caribbean holds great economic promise, it 
remains largely undeveloped. Technical support by the US is 
essential to ensure that development. 

Energy -- As the Bipartisan Report notes, the high 
cost of imported oil is causing a major balance of payments 
problem for the counties of Central America and the 
Caribbean. The region, however, has enormous, untapped 
geothermal resource potential. A substantial savings of 
foreign exchange and increased employment could result from 
new development. Honduras, for example, might save $30-35 
million by substituting geothermal energy for imported oil. 

Although coal resources exist in the Central America, they 
tend to be of low quality and are generally located in thin 

J+ 
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seams. Peat, however, appears to be abundant throughout the 
entire area. If developed, it could be substituted for coal 
in direct combustion or as a substitute feedstock for 
alcohol and other chemical production. As an added benefit, 
peat can also be used as a soil conditioner for farming. 
Hydro potential should also be examined. 

-- Minerals -- The Caribbean Basin is rich in minerals. 
The USSR has developed Cuban mineral resources into a major 
source of foreign exchange for Havana (estimated at 
approximately $2 billion annually). Although Honduras is 
the fourth largest producer of silver in the world, its 
mineral resources are neither well defined nor developed. 

A comprehensive mineral survey should be completed in each 
country to define the resource base. Afterwards, the US 
private sector should be encouraged to help develop these 
mineral resources. 

Americas Center for Technology (ACT) -- To demon
strate the President's commitment to the development of the 
region through the application of science and technology, an 
Americas Center for Technology should be created at the Los 
Alamos National Laboratory. Not only is Los Alamos one of 
our premier scientific establishments, it also has the 
highest proportion of Spanish speaking scientists of any 
national laboratory. 

Los Alamos has already begun work on some of the proposed 
activities. 

o Recently, geothermal energy scientists from 
Panama, Costa Rica, El Salvador, Guatemala and other 
Latin American countries visited Los Alamos to discuss 
geothermal resource assessment and advanced geothermal 
technology concepts. 

o Los Alamos is evaluating indigenous 
geothermal energy resources with the government of St. 
Lucia and has met with officials of Dominica and 
Grenada to discuss starting projects within a few weeks 
on those islands. 

o Los Alamos has taken first steps toward an 
evaluation of the peat resources in Costa Rica. The 
peat sites in Belize have been visited and discussions 
have been held with officials of the Dominican Republic 
and Jamaica about their peat resources. 

o The Los Alamos National Laboratory is doing 
mineral assessments of St. Lucia and St. Vincent, and 
has held discussions with Costa Rica, Panama, El 
Salvador, Dominican Republic and Jamaica. 

/5 
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o Ongoing scientific and technical exchange 
continues with the Mexican Petroleum Institute and the 
Mexican Nuclear Institute. 

o Los Alamos scientist have done: energy effi-
ciency studies in Costa Rica, participated in the 
Organization of American States employment mission to 
Costa Rica and belong to the Latin American geothermal 
resource assessment team for OLADE (Latin American 
Energy Organization). 

Technical support, joint research and development, and 
training by ACT could also be conducted at other national 
laboratories, universities, and within the private sector. 
The ACT would have a board of directors consisting of 
technically trained individuals from the countries of the 
region and the US private sector, universities and 
laboratories. 

Communications -- The ACT at Los Alamos would be 
connected via satellite with technical centers throughout 
Central America. The satellite link would be used for 
computing, communications, and training. The receiver at 
Los Alamos would be hooked in to the U.S. communications 
system to allow work to be conducted across the U.S. 

If funding became available in February, the program could 
begin on a limited basis this summer, with the communication 
link ready for a grand opening in the fall. We would 
envision the inauguration of ACT by the President in a joint 
satellite ceremony with the leaders of the region. 
Depending on satellite charges, the cost for this resource 
development and communications program would be some $20-25 
million per year, only a small proportion of the 
Commission's recommendation for an additional $400 million 
in FY 84 and $8 billion over the next five years. 
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MEMORANDUM 

\\ 

NAT I ONAL SECURITY COUNCIL 

February 7, 1984 

ACTION 

MEMORANDUM FOR ROBERT C. McFARLANE 

FROM: ROGER W. ROBINSO~ 

SUBJECT: Technology for Economic Development -- The 
Bipartisan Commission Report 

Summary. A proposal for economic development in Central 
America through the application of existing technology re
ceived broad support within the Bipartisan Commission. Based 
on work already done at the Los Alamos National Laboratory, we 
could rapidly establish, at a very reasonable cost ($20-25 
million per year), an "Americas Center for Technology" (ACT) 
that would demonstrate the President's commitment to economic 
development in Central America and the Caribbean. To ensure 
rapid creation of ACT, we recommend inserting language (Tab A) 
in the implementing legislation, indicating that we believe 
such a body is called for under the recommendations of the 
Bipartisan Report. Attached at Tab Bare the sections of the 
Bipartisan Report justifying the establishment of ACT and its 
objectives. 

We have broadened the memo to include the Caribbean countries 
in addition to Central America at the suggestion of John 
Poindexter. We do, however, believe that ACT should be 
included in the "Jackson Plan" since there are no other 
suitable legislative vehicles under consideration. Senator 
Domenici's staff has indicated a willingness to help move the 
legislation through Congress. 

State of Play. Enthusiasm for this proposal resulted in the 
inclusion of the attached language in an early draft of 
legislation for the Jackson Plan. That language was 
eliminated in a subsequent version, apparently at the request 
of AID. Al Keel and Ron Peterson at 0MB are anxious to 
include ACT in the final version of the legislation which is 
being written today. In order to ensure the suggested 
language remains in the final draft of the legislation, it is 
essential that we officially inform AID and 0MB of our 
interest in the proposal. Since the legislation is due on the 
Hill by early Wednesday morning, we are on a very tight time 
schedule. 
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Discussion. While the natural resource base in Central 
America and the Caribbean holds great economic promise, it 
remains largely undeveloped. Technical support by the US is 
essential to ensure that development. 

Energy -- As the Bipartisan Report notes, the high 
cost of imported oil is causing a major balance of payments 
problem for the counties of Central America. Central America 
and the Lesser Antilles, however, have enormous, untapped 
geothermal resource potential (see Tab II). A substantial 
savings of foreign exchange and increased employment could 
result from new development. Honduras, for example, might 
save $30-35 million per year by substituting geothermal energy 
for imported oil. 

Although coal resources exist in Central America, they tend to 
be of low quality and are generally located in thin seams. 
Peat, however, appears to be abundant throughout the entire 
area (see Tab III). If developed, it could be substituted for 
coal in direct combustion or as a substitute feedstock for 
alcohol and other chemical production. As an added benefit, 
peat can also be used as a soil conditioner for farming. 
Hydro potential should also be examined and developed. 

-- Minerals -- The Caribbean Basin is rich in minerals 
(see Tab IV). The USSR has developed Cuban mineral resources 
into a major source of foreign exchange for Havana (estimated 
at approximately $2 billion annually). Although Honduras is 
the fourth largest producer of silver in the world, its 
mineral resources are neither well defined nor developed. 

A comprehensive mineral survey should be completed in each 
country to define the resource base.· Afterwards, the US 
private sector should be encouraged to help develop these 
mineral resources. 

Americas Center for Technology (ACT) -- To demonstrate 
the President's commitment to the development of the region 
through the application of science and technology, an Americas 
Center for Technology could be created at the Los Alamos 
National Laboratory (Tab V). Not only is Los Alamos one of 
our premier scientific establishments, it also has the highest 
proportion of Spanish speaking scientists of any national 
laboratory. 

Los Alamos has already begun work on some of the proposed 
activities. 

o Recently, geothermal energy scientists from 
Panama, Costa Rica, El Salvador, Guatemala and other 
Latin American countries visited Los Alamos to discuss 
geothermal resource assessment and advanced geothermal 
technology concepts. 

/8 
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o Los Alamos is evaluating indigenous geothermal 
energy resources with the government of St. Lucia and has 
met with officials of Dominica and Grenada to discuss 
starting projects within a few weeks on those islands. 

o Los Alamos has taken first steps toward an 
evaluation of the peat resources in Costa Rica. The peat 
sites in Belize have been visited and discussions have 
been held with officials of the Dominican Republic and 
Jamaica about their peat resources. 

o The Los Alamos National Laboratory is doing 
mineral assessments of St. Lucia and St. Vincent, and has 
held discussions with Costa Rica, Panama, El Salvador, 
Dominican Republic and Jamaica. 

o Ongoing scientific and technical exchange 
continues with the Mexican Petroleum Institute and the 
Mexican Nuclear Institute. 

o Los Alamos scientist have done: energy effi-
ciency studies in Costa Rica, participated in the Organi
zation of American States employment mission to Costa 
Rica and belong to the Latin American geothermal resource 
assessment team for OLADE (Latin American Energy Organi
zation). 

Technical support, joint research and development, and train
ing by ACT could also be conducted at other national labo
ratories, universities, and within the private sector. The 
ACT would have a board of directors consisting of technically 
trained individuals from the countries of the region and the 
US private sector, universities and laboratories. 

Communications -- The ACT at Los Alamos would be 
connected via satellite with technical centers throughout 
Central America and the Caribbean. The satellite link would 
be used for computing, communications, and training. The 
receiver at Los Alamos would be hooked in to the U.S. commu
nications system to allow work to be conducted across the U.S. 

If funding became available in February, the program could 
begin on a limited basis this summer, with the communication 
link ready for a grand opening in the fall. I would envision 
the inauguration of ACT by the President, in a joint satellite 
ceremony with the leaders of the region. 

Depending on satellite charges, the cost for this entire 
resource development and communications program would be some 
$20-25 million per year, only a small proportion of the 
Commission's recommendation for an additional $400 million in 
FY 84 and $8 billion over the next five years. This is 
strongly endorsed by Senator Domenici's staff and they would 
work with us to move the legislation through the Hill. 

11 
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Conclusions. For a relatively modest cost, we can achieve 
early concrete results demonstrating the President's positive 
commitment to Central American and Caribbean economic develop
ment. A televised satellite inaugural has the potential to 
produce some high profile press coverage for the President and 
his Central American initiatives. 

Because of the speed with which the Jackson Plan is being 
drafted, we must move quickly to ensure that language is 
included in the proposed legislation. 

Constantine Menges, Ollie North and Don Fortier concur with 
this proposal. 

RECOMMENDATION: 

That you approve the inclusion of wording in the Central 
American implementation legislation that will provide the 
basis for the creation of ACT by signing the attached memo to 
Secretary Shultz, M. Peter McPherson and David Stockman 
(Tab I) . 

Disapprove Approve71 

Attachments 
Tab I Memo fo McFarlane Signature 

Tab 
Tab 
Tab 
Tab 

II 
III 
IV 
V 

Tab A Draft language for insertion 
Tab B Excerpts from Bipartisan Report 
Geothermal resources 
Peat and coal resources 
Mineral resources 
Americas Center for Technology 

cc: Chuck Tyson 
Richard Beal 
Doug McMinn 
Richard Levine 

JO 



Draft Language for Insertion Into 
the Implementing Plan for the Report 
of the National Bipartisan Commission 

on Central America 

Given the importance that should be placed on the development 
of indigenous natural resources as a means of both increasing 
employment and conserving scarce foreign exchange, funding 
shall be provided for the creation of a center to promote the 
application of existing technology in developing energy and 
mineral resources in Central America and the Caribbean Basin. 
This center will be established at the Los Alamos National 
Laboratory and will work in conjunction with technical centers 
in participating countries to assist in the assessment and 
development of their energy and mineral resources. 
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poverty. 11
_ ,The real incomes of poor families in Guatemala were 

actually lower in 1980 than in 1970. 

While measures of absolute poverty are inevitably arbitrary 
and subject:.._ro·~ co:isiderable margins of error, studies show that 
in El Salvadoi;, Guatemala, Honduras, and Nicaragua during the 
1970 1 s about half of the urban population and three-quarters of 
the rural population could not satisfy their basic needs in 
terms of nutrition, housing, health, and education. The 
population explosion magnified the problem of inequitable 
distribution of national income. As we have seen, the.number 
of Central Americans almost tripled in 30 years. The World 
Bank projects a further increase in the region's population.to 
38 million by the end of the century. Except in Costa Rica, 
rapid urbanization and population growth overwhelmed the,, 0 · 

limited resources that governments were prepared to devote to 
social services -- or that private organizations could 
pr~vide. This was true in all fields -- education, health, 

·housing, and nutrition. 

In short, the economic growth of the 60's and 70's did not 
resolve the region's underlying social problems. About 60 · 
percent of the populations of El Salvador, Guatemala, Honduras, 
and Nicaragua (before the revolution) remained illiterate. Ten 
of every one hundred babies born died before the age of five, 
and, according to reliable nutritionists, 52 percent of the 
children were malnourished. Somewhere between four and five 
million people in the region were unemployed or underemployed. 
They and their families were often living on the edge of 
starvation. 

-- The international economic crisis that developed in the 
late l970's worsened the situation dramatically. World 
inflation, including the second steep jump in international 
petroleum prices in the decade, hit the five countries hard. 
(Only Guatemala among them has any domestic oil production of 
its own.) At the same time, the escalation in international 
interest rates drove up the annual cost of servicing external 
debt, a particularly stringent circumstance for democratic 
Costa Rica. Economic stagnation in the developed world also 
had a marked impact on Central American economies, which are 
especially vulnerable to the volatility of commodity prices. 
As a consequence of these factors, the region's exports now buy 
30 percent less in imports than they did five years ago. By 
contrast, oil-importing developing countries as a group 
worldwide increased their export purchasing by more than 7 
percent during this period. 

'.'.;..:;_:; __ ;; ... _.,... The economic collapse of the late 1970 's, coming as it did 
'.-.:7 .;:-:-·"~".'~ ... -!:"after· a- period of relatively sustained growth, shattered the 

._rising ·hopes of Central Americans for a better life. Though 
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nutrition, deficient education, and the other social prob~:~~7~:~~:~:S~~~ 
described in the next chapter. 

Continued rapid population growth has compounded the human 
consequences of the economic collapse. The population of the . 
Central American isthmus nearly doubled from 1960 to 1981, from 
12 to 23 million. During these years, population growth rates 
slowed significantly only in Costa Rica and Panama. overall, 
the regional growth rate remains around 3 percent, among the 
highest in the world. Current projections are for a regional 
population of 38 million in the year 2000, with population 
growth averaging 2.7 percent per year; at that rate, the 
population would double in 26 years. 

Causes of the Recent Decline 

Although the economies of the region were once among the. 
most dynamic in the world, they are now in decline. This 
painful change can be attributed to several factors: 

rices, world inflation, rolonged world 
weak demand.and prices or commo 1ty exports 

All:of the 6ountries in~fhe·regi~n·were badli affected by 
the sharp rise i~ oil price~ durlng'ih~ 1970'$. Oil imports in 
1981, after the seco~d round of ~rJc~·rises and before the · . 
collapse of Central America's ex_po'.r:ts, cost more 'than one_....'f if th 
of export revenues. The high cost of ener~y imports is~ 
continuing problem. Slack world demand for Centia~ America's 
key export products (coffee, bananas, cotton; sugar, and meat) 
led~to a drastic deterioration of the region'& purchasing 
pow~r. As a result, Central America would have to export in 
physical terms almost half again as much today as it did five 
yeara ago to buy the same goods on the world market. The 
shditfall in export earnings forced the Central American 
cou'ntr ies to cut back imports not only of consumer goods, but 
also of raw materials, spare parts,. and capital goods, thus 
accelerating the economic slowdown. 

Intra-regional tensions and political unrest 

~he-co~flict,between El Salvador and Honduras in 1969 began 
a proces.s-. which_ gradually undermined the dynamics~of the : 
Centr.af- Ame'r.ican Common Market. Nevertheless, intra-regional 
trade;:1argeiy in.manufactured goods, continued to grow until 
1980. · Since then the political turmoil in Nicaragua and El 
Salvador, and the financial pro~lems of all the CACM countries 
have produced a sharp decline in intra-regionaL trade_;_ .. the __ . -~ ______ -- _ 
value of such trade fell by-almost one-third ·betw"ee·n::;1'laG.::.a.nd-=.~.~~~'.-:~ :::.· 
1982. This collapse of intra-CACM trade -- in--p-arf:oecause-70-f:,;:~-=--~-.~L--=--:· -
the accumulation of serious trade imbalances between Costa Rica·-'' · ·· :Z ~ '· 
and Guatemala, which had surpluses, and Nicaragua, El Salvador, 
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~~:_-~.;~-~<r~~h.~~-:--:~-~"'e~·li,~g_r~ g_oV~rnments-~have agreed in principle to 
.:... __ ·····-•==~~!!!s'..Feschedule· par1: of- Costa· RiGa Is external debt, none of the 

~ ! +--
~: · - : ... ~ - ~-- - -~ 

other countries of the region has formally asked for similar 
treatment. They should be encouraged to seek multilateral debt 
renegotiation; this would be a departure from existing practice 
which i~. essentially reactive. · 

....... -.. ~"' -~-- . ,. 

At the same time, the United States and the ~overnciehts of 
other creditor countries should urge private lenders, _ 
especially commercial banks, to renegotiate existing debt at 
the lowest possible interest rates. A task force of key public 
and private creditors as well as debtors could be established 
to facilitate these debt renegotiations and to encourage new 
lending. The task force could establish general guidelines for 
individual country negotiations and do everything possible to_· 
expedite agreement between debtor~ and creditors. Again, the ', 
engagement of creditor governments would be a significant ·1 i 

departure from current approaches. 5.:.;·r 
f --:~- . 

We do not intend that our recommendations should affect ··the 
debt negotiations of countries outside of Central America, but 
we believe that the debt burden needs to be addressed as part·' 
of. the emergency stabilization effort. 

We recommend that the United States provide an immediate 
increase in bilateral econo nee. 

Additional economic assistance should be made available in 
the current fiscal year. Total commitments of U.S. bilateral 
economic assistance to Belize, Costa Rica, El Salvador, 
Guatemala, Honduras, Nicaragua, and Panama in FY 1983 wa~ $628 
million; the request for appropriated funds for FY 1984 is ~477 
million. We recommend a supplemental appropriation of $400 
million for the current fiscal year. such an increase, if 
complemented by continued improvements in the economic policy 
programs of these countries and if quickly made available, 
would help stabilize current economic conditions. (Forecasts 
of the financial needs of the region are summarized in the 
appendix to this chapter.) We also recommend additional U.S. 
economic assistance in future years, which is discussed in the 
proposed medium-term program. 

The bulk of this additional assistance should be channeled 
through the Agency for International Development (AID), with 
emphasis on creating productive jobs, providing general balance 
of payments support, and helping the recipient countries 
implement their economic stabilization programs. The purpose 
of this assistance would be to stop the continued decline in 
economic activity, and to signal a U.S. commitment to helping 
Central America address its deep-seated economic and political 
problems. Other donors, including Canada, Europe and Japan 
sho~ld be encouraged to provide similar additional help as soon 
a·s possible. 



:;s 
-49-

- . . •- . ····-->tl,J·~--:..1...,.. ---::. -· . .. ...,,.-~, ..... ·-.. - ---
We recommend that· a major thrust of expanded aid should be ·.:..:, ___ :--.;. ~-.:- :~.~ ~-

in labor intensive infrastructure and housing projects. 

Although the housing needs of the region are addressed in 
the next chapter, we urge that AID use increased economic 
assistance to expand infrastructure and housing projects. 
Central America suffers from pressing needs for rural 
electrification, irrigation, roads, bridges, municipal water, 
sewer and drainage construction and repair. such construction 
projects, using labor-intensive methods, can quickly be 
initiated, with considerable economic benefit. · 

We recommend that new official trade credit guarantees tie 
made available to the Central American countries. 

The decline in the availability of trade finance has .. 
critically affected the flow of •imports into Central America. 
A Trade Credit Insurance Program would. provide U.S. government 
guarantees for short-term trade credit from U.S. commercial 
banks. Such a program could be administered by the 
Export-Import Bank, although the existing trade credit program 
is not available to Central American countries, in part because 
the risks of non-repayment are viewed as excessive. Therefore, 
every effort should be made to establish the program within · 
existing legislation or to create new legislative authority for 
a program reflecting the need for special consideration in 
Central America. The novelty would be that the program would 
be available only . for use in Central America. 

We further recommend that participating U.S. commercial 
banks be required, as a condition of their participation, to 
ienegotiate their existing long-term credits in accordance with 

. g.uidelines estq.blished by the debt task force described above. 
~Tbus, the program would contribute to easing debt service 

problems as well as to encouraging renewed commercial bank 
lending (albeit with a government guarantee) in Central America. 

We also urge that a program be organized to provide 
seasonal credit to the agricultural sector which would meet a· 
critical need in the region. · 

We recommend that the United States provide an .. emergency . 
credit to the Central American Common Market Fund (CACMF). 

, Th~ Central American countries ha~e asked for~ credit to 
ref°'i.nance pa~t. of · the accumulated trade deficits among · ·. 
the-tnselves wtlicih have contributed to the- contraction of 
intra-regional trade. The United States sh_ould use part · of the 
increased economic aid for this purpose: the Cent~al American 

. 
. ~ 

countries that have been in surplus would_ be expe_c._t;~<!~,~9.: ..... <~~~~--f"---=-=-::.--==. 
transform the remainder .of the deficits into _long:~r.1lf~l9e~~~==~~~:
cur rency credits. As the Central American coimtr 1 es- have ·:,;_...;.._,.:,.:....::..:--::.:~ ~,:;....-_:--_::-,~.,~· 
proposed, CACMF regulations should then be adjusted to avoid -
future build-ups of large unsettled balances. Since the debts 
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Expanded Trade Opportunities 

Rapid Central American economic growth requires increased 
foreign exchange earnings. In the short run the region will 
continue to rely largely on the earnings which come from the 
export of commodities. The Commiss·ion considered, and reject~d 
as ineffective or inappropriate, proposals to stabilize 
commodity prices or earnings. Thus, until demand recovers for 
the commodities which Central America produces, the prospects 
for significant increases in export ear~ings are limited. 

The solution to this problem will necessarily be a slow 
one. Over the medium term, the Central American countries 
should try to broaden their ex~ort bases both in the 
agricultural and manufactured good sectors. More diversified 
exports would help to insulate the region from some of the 
swings in the international economy. 

Central American export-promo~ing policies will come to 
naught, however, if the rest of the world fails to open its 
markets. The United States has taken the lead in this respect 
and the Caribbean Basin Initiative will provide additional 
encouragement for the development of new export industries. 

The Central American countries should also try to free up 
foreign h ag e ~esou~ces b ¥. educ·ng energ Y. ·mgo ts. The 
United States and other donor nations possess relatively 
inexpensive technology that could be used in the region to 
identify and explore local energy resources. 

We encourage the extension of duty-free trade to Central 
America by other major trading countries. 

The CBI is.a landmark piece of legislation and we hope that 
other countries will be willing to extend similar benefits to 
C~ntral America. We urge the European Community to extend 
tiade preferences to Central America under the Lome Agreement, 
sfnce the U.S. is extending CBI penefits to Lome beneficiaries 
in the Caribbean. Other countries of Latin America should also 
be.-~ncouraged to offer special trade benefits to the Central 
Aierican countries as their own economic recovery progresses. 

·· We urge the United States to review non-tariff barriers to· 
imports from Central America. 

: We recognize that this issue -- which principally applies 
-·.to' products like textiles, sugar, and meat-~ is highly 
·contentious both internationally and domestically. All of 
these produ~ts are affected by multilateral.agr7ements which 
partly determine the degree of access to the United Stat~s .. 
market. we encourage the President to use whateve: flexibility 
exists in such agreements in favor of Central Ame~~S~~; .. -:. ,-:~~~~·~_;_:.=--

d .. _ ... _ -..:::1<--.. ·· ·,.1(1....~~ .. ~i.......,.__.._._ pro ucers. -· ~ +·-~ --=-~~-,·~~;-:·~~,·~~-;F~;s.¢·· -:-:_~ 
- --. -""-~~' ... ,.._ '"':"":":-: --



GEOTHERMAL RESOURCES 

Central America, with its many active and dormant volcanos, 
has extraordinary potential for the development of geothermal 
energy resources. El Salvador and Nicaragua are presently 
generating electricity from geothermal sources; the potential 
in other countries is also high. Los Alamos National 
Laboratory is presently conducting an assessment of the 
geothermal resource base on St. Lucia, is negotiating to do 
similar work on Dominica and Grenada, and has received an 
inquiry about assessing the geothermal potential of Honduras. 
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PEAT AND COAL RESOURCES 

The peat and coal resources of Central America need to be 
assessed for use as local sources of energy and for other 
applications. Peat, because of its greater abundance and 
large number of potential uses, is probably the more valuable 
resource. This map shows the location of known coal and peat 
deposits. Peat, however, is probably much more widespread 
than is shown here. Scientists from Los Alamos National 
Laboratory have initiated peat studies in Belize and Costa 
Rica, and hope to begin studies in other countries soon. 
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MINERAL RESOURCES 

Mineral production could provide a long-term source of 
employment and export earnings for Central American 
countries. Although most countries have had producing mines 
for many years, systematic assessments of mineral potential 
have not been undertaken anywhere in the region, except 
perhaps in Cuba, where the USSR is exploiting nickel and 
chromium. Los Alamos National Laboratory has pioneered 
methods for cost-effective geochemical surveys to rapidly 
assess mineral potential. 
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AMERICAS CENTER FOR TECHNOLOGY 

The Americas Center for Technology (ACT) would provide a 
mechanism for promoting technological development in Central 
America. The ACT could be located at the Los Alamos National 
Laboratory and would be the focus for that activity. ACT 
would receive line item funding and policy guidance through a 
lead agency within the U.S. Government. 

The ACT could provide a direct satellite link into Central 
America. This would allow for shared computing, 
communications and training capabilities among the countries 
and promote the feeling of one scientific community. 
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