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Jantuary' 4, 1972' 

To: 1) - Mr. San'ueis 

From: AM - Charles A. lcNyer(K' 

Assis:ince A,.e:n Develonm.ent Corporation (CM.,j 

You recall, your meeting last October vith officials 
of the An.ean.. l Co..po..i on (PIv:mcon attacIed) 
in .,ich they raiseci the possibil.ity of assistance to 
the CA?, princi.Ll].y in the formi of a loan fr re.ncrding 
to the lr'ivLtC secr.17. 

Attached is a coD)y of our consideration of the 
qiuc!i:s :Lon, vc coi d an 'sonWhich ,e., tha ...]o .tory 
be sCll. to Co-,a:Lc',, for: fur-' e d:,scus.sio 1 believe 
such eo:(-I)t:v. . is a ppropiate ne;:t step and I' havep
approved t:his hCeinS done. 

AttachlCnA,, s : 
1. e..ranim on Asst' nce to CAP, Dec. 29, 1971.
 
2, Ilumorandu. of Conversa t-inon, Oct. 5, 1971.
 

Drafe:. ARA /EGC :JTogers :j d 
29!i20 :. 2/1.6/7 1 
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A 3.f~od~uctio 7 
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§Aof f j CiaIs, of I ce,deveopment, a 1-m, 0fthe Aaiid c:-,n Subr.eg'onal

Group, the Anclean Dc 1i LCf11~> 
>~nd -na dc A L-eir nL. . ecSL'va 

~relJe'ding to -th L5iI ~c~~Ci~&e0 
Li tde. tws ag.re dthat2,n at hiisL~ci-f~ 
p;bil ty,A'TD wJ.c sendj aI_ sma 11 w*orl -J.- 1jv e 1i 'te1m 2toa 

SCaracas tLdisus CArFoeaill ;(mc'dui-n t:o

%fu the e-,pl~ rorAb Ien sW and tprospce~s l~fr-Jendincr tol 
: ngt C Ls'.ppaper exam ines pplitical~ nd ' 1:h qr'a p t
 

whc willb i por tan1t i.n the cons,.cdeati o.110f possible,~w
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N2.viewLin. 
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n"Ja i~uary- 1971 -a. 4 grant: of. $2,0 was :offe2.ed th 
Ande, ~~armj o the A d 1iS ' 11n ) t bec'ln i" ado fon' s a 11LiveQ.empr biSs~)LI'h, ,5 g2:,j 11 L 

-~ ~ ~4 lL mid- 197). a gr-ant 0f -355o u s mSa-~~l'ric.Watc2hotlse iiI~Zm1arement L ucy" -<' 
- <-

e Congrs iona,STh prc sellta ticOif02A:F 197 diid9that:,~plllii o eforreci 'to the:,assista- to A_CA Pro0POsal q;bi tfy0 f some "additjojj-Ifor: 'Use of :.iited-;asisance 2 ny 2~.of lip . to $200,000 ,a~~~~.~~~ J n g a n4---4-o ff jic in Limn, .,-

as u1ni edbytil - a 
Still~ tinder c 2: o nSeci,c, Y by e 2 e T ri .con irtion 24,. 19 Thy alid isl K 

CAP 0 f C' E,-C.4Pofic lsin Sep Leiibcr-Octobe:1Expcultive, Prcsjcnt 0- th b'erl by the5J. organizajt ion1 }Dr. ) iAofo 2nrs-~vj stedl thle 'Uflte dScatinae ----Wulropc! and Japan'I4CsSis t.~c-fo 1 niao+s .~iibjil.ies1CJ11 -K 
4.4- MICe P-a, r apit alsu of finlalicilj

1"-shi---L-11 s . Xn: their vls.UCLOL )r 4-7 .91 -he nu2.red1 about 'a",PO'ssjbie
-~A ni ~o~o CAF of a~ro mnate lyV-~reQ11cingl to the privatcT s l to ~$5 millini-- '' I I.ccb1.o Vs 

-

-2.~~~e Lor ,h ProposalAID ive de~ij~cl 'Luc.ADindicated cln open' aLt du L~hc visit- lhoul:,j'u S, udc Thc oIfficia-Js, '1soforpndnl l1c . rO used~cjtss n sipp~ 
ilnvo lverne 1 L inl the area Irl.~ lt~ "I Proposed) aid -

"'

I 
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tent -tLively'11 C,eed,,'to soend a s-na 1 .Jx~-i party to 
I: ccZsb poc yas, c em~ 1:'J f~lCor moC! de La 1 ld 

~~det 	 I~~ n.SD 	 and
* 	 Germans £e( ane r 1) It eVr 7)l

practi4a1 x %mrcOfeconomic ra~& rea I i s Yl' impression~
ist L , t),.:1t h F cmore oracnteI1,,.towamd Lhe pr %7at 

sector and' a r d cniij.ic d c cs ion-rakin ianWih. u morociclined
{heoatheto 	 t U., S.. obi ct"v 911, ~IIS-Ic tr 	-II arnea-thel2orogJraly-ro tivaLed c 1
 

P)ue 6bi o
' th una 

~ The: pr.:c..pal issue dlec idocdto ~bc i s whethc), the United
~Sae natio:11' interest in1 the~ Andean subiregional Jntcgra<'7&6Vojvenwnl41o 	 m <2.15. 1sufficient ,t.i' arrant a ccmntio n'~ 

pricil cto cv 1 rovi.d& the inovemient< with ca mcaningfUl ICVC1 Of4 
4 as2stfcE2ve U. WS. biia c a' iproble-ms within thel 'rc 

mrtiulaj-]wit Chj.)0 ,and given thle fact, that. anY 10'll~
~douinni~i~ thec CAF<&u1d nc)L~pressJly bar..al subJlomis&to 

~ I amcd-mn1l;:: country1 I 
IJ 

A o ,, c c o.wou ld raise'a number of corollary
t 	 q'~:buimporta.2. LSt11 S atdc nat2 710f th& -ii ircd a t cc rm o 


reipe 
 tL' finial use,',and t Ii('J evel'c of the assit.cIICaccC!)>P 11o-. 0hdeal witLh the proh)lem of Ios~l 	 cipL .o0-pIr 
C14 le 11 Oj 1 hor outes Ithat-threal ini&1ir5 interests'. 

D. ~D ~s I s

the U.ationalS. ilte res t i estbe,
r4,cd y-1n .nui offor 

S L.ltCe Grbo:.~vna 1LiC esLIW2.1J.n' bkesto be'a 

TLhe' SLuSP01-s-*. of bj lzitc.a 1 aid 'porns, i n -Chil.J O1wU Id 
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cnicc oJ) ~nct,~sL.lli 11 op)en to us ~Doiig SO 
V C, U S 0%cconolmnc d e , L'iCSO:OVCirfu:,C 

C)u 0gv ~C2 - c2f 0 -~7Sym 5,-U'! 1 0flt:D ha ml it'I 
(m1*fu.n0rSLS. 1.Sj.t:tsc,-a c'torim~Ltc "c)-l 	 Teo cf s. t raoScI 

s-c cl rets 	 iLs ~c )1 ont he poliJ.Lla cffmc ci~o can 1)ec 
woL~c o rif1a c Lt:eo 	 J-sy,,in,I3. 


* lntJO)J~L~~2in 	 e'ofnmc expansi~on andaras-4 1 	 furtne] inc 

415, 
 he, subrecj onal. movemrent 	 the- mosL'~J'Ii1,c,,ii 	 4is~at,.,,prcsentL 
I 
 ~~1at i on $tw.c,,of 1the Latin Arnr. c r 	 oj~o~L'he 

lldwtsano~e ch cf 
of.peo deadofls 'wacm -ri ntegraLion mattc-s 

dse !isdciin: 	 , . c 

LiJ't b,~ Ijt deii on.,p iraic eonomic grounds~ 
1 0n(11p ~iti'. ,becausec~ f roc s the.K deve 10") 

71incitqi , U oz 'tli< Subl7'egion bccausc!, of2.Voezueln memrbergncy
V~h A~(nL th ~ -1i ro11 5Tup) ; 'ancl'ccau4so'0UtLh e 

------ paCi 	Ljipt1o- an,~~nunc, 
A 

17.20 
't'cir~leedCAF? might :bctte' witstn cop Thh t:t~~c' 

tr ii s5 L parters 

~he, prmtn it 	 CAF11,'l I4p,, 	 t of r qg 1 o na Ipo oT the 1 

5'-'JI'l~kely de 'lop Closer~ functional ties"with Ii.flvest01.s~ 
t-. 11thv,,il-l the Junit a, KandI i t siI5of f i'r s,ar c pcrsoms. viho part 

{~JYs421L' 
51-Vl dfthse~.e ationshi s ando>~-cia~JI &o~n~z'~l~h5 'f 


j-fl'lza-. in%1c9LixcnL 'in,-the ;area. CAF has thc,Pbtent2a o.Li
f 
"soiin I c,a lnk bctvwecen rgoa~l pr2ojects~ needing~investm e IIt:

1,andouts id.dciicstors,.-oeking -placemebts~for 'thc ax 

1 6 e c ed5 *e I5 sI eI 

w-l~r nnc5, be on - t o~- J,~ C%- --

55,~ac J~,>n5gehcr5,a2. a.hc arguebe iof T--q a, tsoeLse 

- --45 51 r~ , -vanc';t~fc to <the Andean1 ITlONVC,0f,:l -herc reUQ r rin gsncc if di'S5 ~ >'--~-~ 	 c 

-5-'t 5-2l-'ILiv( M t V:~ -- 5 	 
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~~Cm,~1Io2ncfJass2.istLance Lo GAP o,, i at:he C whv1 mJ 
~~"Dc~~ct Cth al72110:o rcon~.Sp~t :o die fa Lc ele-me-n1s who- tend n 

a , .. Spohltical and conomic objeccive7( s . 

b) ean i~ncfulI as's stancc to CAPF vould have~ a fvr 
~~l I .pact onLbec:L .arfreg netiet ~ h~>' 

by SII~I..ngpur ,continting conccrl .for te 
.~~~ 	 'growth~ of Ch region. 

C)-iU. 'S, assiStanIIce 'brinI~s Wijth it J Sfatiiu: 
in- Ways that, wilL infl.uence Ieco~nomic Ocvelop-mnCn: and 'Po'la.
cies favorab)ly. Continuincrg workiic- lLvel, coiitu16&s cpsl

4.to U. S . economic thinki~ng, and to technological -advancess i 1. 
have f-avoraible imhpacts. 7 N 

d) A 	principal, CAF kecluest now irfor the funds fo2. 

OAFnn to' the pri~vate sector. Subs antial; support for03'-'
CPpro'jectedl to be, provided by.j the 11)1 anid East Euro'pcean 

countd.-s c L-in bc expectedl to bene fit:t,,Icpublic sector 
*direc tl ,3 Parti c 11la : ly 'for this reason, encourageriw'nt 

' 

a'nclr' 
asupport for the pri~vate secLor:via thc. CAF,' ,u* 1cl 1arly in 

thee 	 e itrea ast 
Therarealsoarguments pa,qnst: assi.stance to CAF"' 

'prt-ia fromi the merits60 -the case, signif cant 
elements of, the U. S,'ogesandcLU. S.bIusincss may A';lli 

'a- oppose such assistance 'because of thcii 'opjposi'tion to, the 
Andean Forciun Investment3 dode and thticir p3ecf 0rcnIIcc for a 
t:,Ough-lU., S., stand as a n efI:fort to 'force-'a1" io0ra ti.on, of
thle code. 

U.S. asitactroclCFmay bl-,enfttoChile. 

Opp~c't..CI ilac) be D.1SC Ca on o ~ta 

c)popi io .S. asitnctc ohChile and 
Pi avein bee afetlby dhc ac'tions ol-;these ccunLr:'e.c 

xpropriations just compensation. Am~ 
from Chilc) Lho prospcct of cA1r ass'ilance-To Peru r'iy m.'
aIdditional obstLiclrt- to th- Yrgcn 0icto 

01L1 C,1 lO L"l f-Cw a:3 
~~~~~~I U F,. 	 . . . . . . . . .
 . . 



, L10 6 '0 a icx3 

cony yi 1~ 0"- a Crgour~ thSUiC ~s s-Lvc (2 Lo~thL 

p-rn: altenatLivec d D' Lh 
 Adc aii ant Iun fin Li:ia< iu 

aslongroe po -L~'c "ai t~he, 

le Ss: ~is; ble t an CA T' as a condluiL orU. S --Iss isLan'c 

I1obne of our~overaIl relat on tiih nhcrgopd~~iii 

K thc"e iation arcmvi 't:101t W''idSprecacV' opjosit.:60 '0,r 
' ancr~eased'i ntgato 'o thi eimcs Tor Slupport

j.IJnt l d int~igration 0.s upport,imdvermei t
+c~bY Latinsll'ibclJ read a5' ii-,) l)y another indic'atioonof U S, 

Ltdawl fr i the s6~d pui u la J. 1in 1ih light of ;'our, ~p3:.-OAou epessinoitnto be hep,:l 

is se~ ~t~fe 0 tbi~hc oro b'ccoiaS a-, nuci o lr Coea-"~ 
Spolftical:L issue> a~san~ economicone alt 'Ii it is' that asEJ 

eIth Isuct f ' h s ' of i v l e o t v m s s w t d a at!,j'sS1 Co0f 0pe f u 11y. bej.ng i1na po'sition, tohave someiruf luenc c. over, the course of ewv.nts" rathe~r than, alow 
sUch11 events to rill) their 0-f1 course ., i" ~ " 

"-*r"-"n To£0 p ach11iee. 'rCevepnL us to 0 o pimntaJIand poUi' c'1J 
'4"1'" ~Kobjecti~ves, 1111h1Jlc. enhistllg' theSV4'ppo:tbof, theC. U, S. privae. 

tvbsie~s3o~ruiyb4eli6ve, that ziny subl ending pr, gra!v:I''we 
to be~ cons ilcred. by AID shouldibc subject to'the ~foJIlowing

Kcondlitions :AX ~ 2 4'' * 

a)' Rolencling be'C. 6Ind l t Lojnris in themust i 
~4~j';pr4iae -etoThis'conc'ettion, would- apparently create no. Pro 

lcm' Io, UAF1 n'enn. 
m a41cric -1Or 



-b \, nc : 1 s,,c' 0 1, ' in ti ,il 1e : 

1* ~~~~ )CI .1' ''"IV'0 CnC~ '1) 1: (m C Lh0 toeC~cu~ac ro 

vihpfC ~ic shul he~~vrton] inostlos inu ics~ th ye 

w~c ~ ~ifwii~i~11\ely o gencrantirp'-btdL1~ 

or, i ndi &Ct c 11,1) .0YTC, 1 ef fe6' 
 CsGiven resour~ce linlitItuonls, 

*. ahL and/or: whe 2e the JdevcJlopme11talI$y..Y-f f is 1 
to be high, j 1 ;i 'I~<.>~*'144~< 

st)-6curg thel,program :01 contain vanratoii Onj5the 
abov epri-117 would. iake th e.programi more p a ab e to- t heU,#S, rivtesector,.and to Coivii-e s and. stil. nieet -the'i24~requiwrem~ents: of the Andlean countrie's whtcl have ehcy(I 

S ack igdeed 'a need for private foreleg ilnvestflwlnL Pari.cu 4-'I>.
 

'IJ 
 arl.y, in those areas w.hidhi reId.te to tec-olg Kand k1117 
how t r aner f e'r s, i 

VIe s tudy, inlission tosbrni.t 1.ts visit CAF would be -. nscructed.,to< 6"4 ),recommrndaLtions rcgarlino crndte- LaI&or 
or,1-.X blration of the above critra 1, CA 'l4"" 

~'~~ In' addition to the abov e, an:, attemp~t will have- tobe
inuacde Lo s tructure the- as.rms xvoid,.c~icuflhs a 1c 0,9qjisto 
whcee bc."caUsc 'of actions -tkn'' ,r oaucmb a nd 'ProbIntry,vis ion-s of the FAA) CA F would be rIequest C1c to dIco 1~ue 

*A''&lending,to a inember cbuncry' w.ith A ) nd' S MC' cnota
thi.s s tage be Ico t'ln Lia suh, a Isogr= We "-'

.a- SLrL1tLat 
Whl ti ntpossibl, lat this tilm4 iet flVA(,cC'sl 

'~
1 4 
~~how the 'program miglit be SttUtLe1;I1one. POSSibflfty ,oul, be

to, I 2ii t all. ublons t gcnuirioy reioa projects. It*~1K~difftcult to dCfillc~i-haL is ment b' fircgional :p&6Thjct"If- , oe
11'I'4V c11n 5 ,l11 C C i iC a I S 1~-~--insLexnuneeac ~uoona case-by.-case zbai Hwee 

V' a:, gdzw'ra21 guide, a p'roject may bu "Lhouglht of aSLdS rcoI

iflvlthhldngassistanlc'c 
 from o11C coullLr.Y1-61Cwo). esl1t in1Initeria)", ~subrtDSLLvC JinLtfeellnc wiit1 Lhcl CYlc'vcnss of'' 

a projeoct.1"''4I'''""~ 
' 



1, v. c! 1. o( U DqLF1I'- 4:l,1 

TheC~l h ,1 ciu 1: 1 at o e f 0 5M ljo 

a4 s-2;~T~t CMhe Group advnce, o te pine-i-i Subr~ecional h~aasiVJ~ 
whebe-t is:i31o k oun- of pcrfohacsc! ,forroer'adn 

4a 4 p. -a id-i ca Jtl',±80 bqu'o_01t a o'd"r .eCe 
-4ilin.-~) r-~~-~~~ 10 ~ u "Ic 

-c ta iat o f-.4-4~4 M4-4 d~ $1 196 7 0Ais'b n , 
4 ~ -ov -Lt* ai -s Ld' '~' ' Eve 4-4444,4 

-'-- Ancscin-oib2 e1gaoCn pit: ias the CC~n6tipC haGS hc.t naavncA~o 
offere-, $4 0 0 0 ' in grat-assstn4 4r4 -- '172- 44444 a 

4---e ):,2.,ntl of h I3capdalzatot cons 

~ laapp2ncc S not..vd~f1ec-sibilityc suic in the io t of>J~ 

rc ucst Athoure i :hs_ rec6rteoy an-rqus4 t goo.2'-spew.jf2 
- fro ,4~4~- Cor granti-hfom an'd.'a, to0d xm~is othpeif' te1 atj. 1.d-fvroem4.2 

4-i iv~ p any re gin 1" src -nr -A 4--'-i4 

-~~~ -oAs. ly resutofte 4 - eotdrp -
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continuin, U. S. assenmcnO of the subr:cgional integration 
nOvcmeiont. 

5) Pro'len of C!_Iean , iemn:y, 

While not .,n:tng the popsibi.!ity of Chilean
 
participation, the sLrucru;in of Lhe .;tublencding p:ogram
 
as 
 dcsar ibc:d above will certainlly minii..ize such participa
tion )ut: at the same time be taken as a syn.ol to the 
Chilean p:ivatLe Sector of our CoInMP,,A support. It is 
im])ortant that w.:e V:.oL c:.os.C: the door to Ch:lean privatC, 
part:icipation as this would only work agamnstrt us in Latin
America and would be interpreted as a -iabandonnenL by the 
Chilean private se'et:or 

Because of t:hes e d ifficult ]bil,t:er-.. cons iderations
 
it would 1 ,
be necessary t( clc.2:,: tLh CAF that: we.inn to have 
litt:le fIMO.Ri.1.ity in ergotlatiri,' conditi ons ,.hichl restrict 
the use of tho funds. if the fovernmne:t of Chile or any 
others insist that thse condit ions b wcakned a; a con.
dition of CA]' ac:cepa:e.. of th. loan w: would -,ow: 
ce]:tainly Mo forced to 
 tw..drav. fro' e 'egotaions 

6) >.hint~cn o li jLtv~r 'e:.:ib. 


The above considr-tioKns are based on corditions and 
prospect:s as they are sC:c,.n at: the moment. These of course 
may change -- the CAN may not, fo: e.ia.e , flourish, Any 
commitments we make shoul.d bear such possibilities in mind. 

E, Conclusion
 

We lieve the Unicnd St:ates shoul. - ac:ively and 
symptthtcicallv cons; ider CAF's recquest Eor $10 Million 
to $1.5 mil.]ion in dloan. o assJ.-a: c , as wo.l. 

as be prepar. to respond affir::atively to any reasonable 
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rcqu.est for up to $200,000 in tc:chnical, assistance from 
FY 1972 f urdcs. (You i.,: t ioned t-he ho].din, available of 
up to $10,000,000 for e,--c;, to CAF i, yo:I Ci.c2o speech 
of October 25, 1973.) In the near term our objective 
Would 	 be to deMOnsUtrA. Lat n Americans our desire to 
work construetivciy with them to promote economic develop
ment, notwithstand-ing ccur.tain bil.atural difficulties we
 
are expcrienecm,. In addition, struc turing the sub.ending
 
program as indiccated above serves to deons tratn to the
 
U. S. 	 private sector and to Concprcss that th Executive 
Branch sti].], intlends to use its best: offices to promote 
private sector initiatives and concepts in the Andean
Subregional Group. 

F. Recoimiendn V.ion 

Based on the above considerations, it is recommended 
that an AID team be authorizedc to visit CK7 headquarters 
in Caracas in January 1.972 to discuss the pc :sibilities of 

1) a 	 loan for private sector support using the 
criteria. set forth above, 

2) should there be a request, in respect to a reason-.
ab.e requircent not: f ilnanced t,:oum other sources 
(eg., the Caned ian $/:00, 000, tL2e 1D]I or the pro
posed AID loan), u1 to ;200,000 in grant technical 
assisLance from FY 1972 funds. 

The team ,.,oul.d also be authorizcc to cxp3 ore wi t:h CAF 
other aspects of their operations and plans as discussed 
above. 

Dsapprove"	 (?( 
Da t e 	 . 

.. 10/_T	 °
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