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ANGUILLA

BRIEFS

MINISTER'S RESIGNATION--The Valley, July 9--Anguilla's Minister of

Education, Community Development and Youth Affairs Albena Lake Hodge resigned
today for personal reasons, the office of Chief Minister Emile Gumbs announced.
Her resignation is seen here as another setback for the 16-month old
administration of Gumbs. In February, Hurbert Hughes was sacked as

Minister of Finance and Lands following what Gumbs said was a disagreement

on policy issues. Hughes charged his dismissal was caused by his
disagreement with a proposed casino for the island by a group of Taiwanese
investors. Although Lake Hodge, 64, remains an elected member of the House
of Assembly, political observers here feel her resignation as a Minister

of Government could well be her first step of total withdrawal from Anguilla
politics. During the 1984 general election campaign she publicly stated

that she was just standing in for her brother, a medical surgeon residing

in Antigua. [Excerpt] [Bridgetown CANA in English 2334 GMT 9 Jul 85 FL]
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ANTIGUA AND BARBUDA

BRIEFS

HECTOR VERDICT--Tim Hector, leader of the leftist Antigua-Caribbean Liberation
Movement (ACLM), has been found guilty of "publishing a false statement' in

the ACLM's newspaper, "The Outlet." However, Hector reportedly failed to
appear in Court Friday to hear the Magistrate's decision, and a bench

warrant was issued for his arrest. Officials said the court was told that
Hector left Antigua Friday morning for the neighbouring island of St. Martin.
Following his guilty ruling, Chief Magistrate Calvin Sobers reserved

sentence : until Hector appears in Court. The defendant, in his capacity as
acting Editor of "The Outlet", was convicted of publishing reports in August,
1984, that an Antigua Cabinet Minister was questioned by U.S. immigration
officials in Miami on the transfer of some U.S. $2 million from the Bahamas

to London. The charges of publishing a false statement were brought under
Antigua's Public Order Act. In handing down his judgement, Magistrate Sobers
said "The Outlet" article constituted a "vicious allegation against an
unidentified Cabinet Minister" and that Hector had "flagrantly abused the
freedom of the Press." Court officials indicated that when Hector is
apprehended, he will probably be kept in custody until the date for sentencing.
[Port-of-Spain TRINIDAD GUARDIAN in English 8 Jul 85 p 5]

BIRD ON BWIA--St John's, Sat., (CANA)--Aviation Minister Vere Bird says
Antigua and Barbuda has signed an agreement with British Ariways to serve

the Antigua-London route because the Trinidad national airline BWIA was
unwilling to handle it. In a statement, Bird said Antigua had named BWIA
its official carrier on the route, but the Trinidad airline declined because
British regulations would have required it to fly to Gatwick Airport, rather
than London's principal airport, Heathrow. Bird said that in the interest of
the island's tourism industry, the government then signed an agreement with
British Airways and Antigua-Barbuda Airways to serve the London route. He
added that under the agreement, the government will receive a share of the
revenue from the route and also have a voice in the operating of the service.
[Port-of-Spain SUNDAY GUARDIAN in English 7 Jul 85 p 4]
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ARGENTINA

SAVANTI ON INFORMATICS CHALLENGES, EXPANSION PLANS
Buenos Aires MERCADO in Spanish 23 May 85 pp 24-26

[Interview with the president of IBM Argentina, Victor Savanti; date and
place not specified]

[Text] MERCADO: During the meeting between President Alfonsin and IBM
president John Akers in New York, the president was shown IBM's program of
investments in Argentina over the next 5 years. What does the program
include and where are the investments going?

Savanti: As you know, the hallmark of the computer industry is its rapid
pace of technological development and the resulting improvement of product
cost-effectiveness. As an example of such development, I can tell you
that under our plans half of the IBM's earnings in 1988 will be generated
by products that are still in our design laboratories today, that have not
been announced and that are not being marketed. So, if your goal is to
sell in a market like ours, which is highly competitive, you must maintain
" an increasing pace of investment in all areas of the business. The
meeting you mentioned emphasized the investments in our plant in Martinez,
which will be earmarked mostly for a 30 percent expansion of its physical
capacity (an additional 5,550 square meters) and for the machinery,
equipment and instruments needed to produce and test the equipment
manufactured there. For example, when the automated testing system is in
place, we will be able to run tests in seconds that would take months with
the traditional method of manual instruments and measurements. It is this
kind of investment that has enabled us to reach our current level of
production in printers and magnetic tape units, with the associated
testing units. We have specialized in these products and have achieved a
level of technology and quality that enables us to be competitive on all
world markets.,

MERCADO: How important will this investment program be in boosting IBM
Argentina's exports and does the company have any forecasts in this
regard?

‘Savanti: It is clear from what I just said that we intend to continue
exporting the items from the Martinez plant. According to our current
plans, the scheduled investments will enable us over the next 5 years to
reach a cumulative export level of $850 million, which means doubling the
volume of the past 5 years. Most importantly, the domestic value added in



this total will exceed 65 percent, with an increasingly active role for
our local suppliers, from whom we will buy more than $300 million worth of
goods in the period in question. As the first step in this direction, our
exports in 1985 will be about $140 million, up 52 percent from the $92
million in 1984,

MERCADO: 1IBM Argentina currently exports printers and magnetic tape
drives. Are there possibilities of expanding exports into other
products and to what countries specifically?

Savanti: The rapidity of technological change that I mentioned before and
the heavy investments needed to produce competitively on the world market
leave only two choices: either you produce for the world market or you
prolong the life of products by limiting through more or less explicit
bans the market access of the latest technology. For example, 1 percent
of the output from our Martinez plant meets the domestic demand for these
products, and just 10 percent meets the demand of all Latin America. I
don't think you need any further explanation to realize what our costs
would be like if we manufactured for these markets alone. In our opinion,
only the first option is valid. We have therefore selected the two items
that we feel are best suited to our country's current capabilities, and we
have achieved the results that I have already mentioned, along with a
rising technological level among our technicians and suppliers., This
year's incorporation of the IBM 3480 magnetic tape unit, with the
resulting increase in the electronic content in relation to the printers,
clearly shows that we have made gains and that our approach is the right
one.

MERCADO: The PC Jr is no longer being produced in the United States, and
a project to build this computer in Mexico has been delayed. With this in
mind, do we have reason to believe that this line might be manufactured in
Argentina?

Savanti: IBM has officially announced that it has stopped making the PC
Jr, and this applies worldwide. Moreover, merely transferring production
lines for equipment that is obsolete in the more advanced countries is
not, in our view, the best way to develop the sound, competitive industry
that our country needs. On the contrary, our philosophy has always been to
manufacture products with state-of-the-art technology that come directly
from the development labs. Proof of this is that our products have hit
the market at the same time as those of our sister plant in the United
States.

MERCADO: Why did IBM stop making the PC Jr in the United States,
especially since this is one of the most popular systems in the world?

Savanti: The reasons were spelled out at the time of the official
announcement. The main one was that the production volume anticipated for
the life of the product had been reached. The existing inventory will
meet the demand for this particular model, which is aimed at a market
that, as you know, has not grown as fast as was expected some years back.



In any event, the PC Jr will continue to be sold, supported and repaired
through the company's various marketing channels, and IBM will keep on
supplying software, spare parts and accessories. ‘

MERCADO: Does the 5-year program outlined to President Alfonsin call for
the expansion of the Martinez plant or a specific new plant in another
region? : ~

Savanti: As I was telling you before, our investment program calls for an
expansion of our physical plant, which will cost about $6 million for the
‘construction alone. The work will begin in the next few months and
conclude in 1986. For the time being we have no plans to build a new
plant elsewhere. : '

MERCADO: The government is promoting joint ventures in computer equipment
manufacture in which big businesses can convey  their experience to medium-
size companies. Do you agree with this approach? ,

‘Savanti: In our view, joint ventures can be an ideal arrangement for
certain projects, in which each partner makes a real contribution to the
overall goal. The proof of this is that IBM is involved in many such
ventures in several countries. With specific regard to manufacturing our
products for export, because of the special features of this activity and
of our organization, we have taken a different approach, working through
local suppliers. We feel that this is also a valid way to transfer
experience and technology to local businesses, and it also enables them to
market their products worldwide through our marketing and export channels.
This is also a true partnership.

MERCADO: Contacts have reportedly been made in the United States with
small and medium-size companies in Silicon Valley in an attempt to
interest them in hooking up with local Argentine firms to promote the
computer business. Would IBM be amenable to this sort of arrangement?

‘Savanti: As I was telling you before, we have adopted a working
arrangement in which local businesses supply parts and components and are
‘involved in various stages of assembly and testing and.in which our plant
is part of a structure that enables us to make use of a worldwide business
organization and, as a result, to take advantage of its export channels
and infrastructure. The approach that you are suggesting would entail
sacrificing the benefits of exports in our case. If we remember that
Argentina accounts for just 0.5 percent and Latin America as a whole just
5 percent of world demand, we can clearly see the huge difference between
producing for the world market and for these limited markets, as well as
the reduction in costs when volume is 200 times higher.

MERCADO: What are the computer industry's main problems at present and
how do they affect the company's marketing goals?

Savanti: We could spend a great deal of time discussing the grave
problems facing the country and their impact on our industry. But I think




that it is much more constructive to analyze what challenges these grave
times pose to us and how the computer industry can help solve them., In
this regard, I think that we have to emphasize above all what is called
"use technology." I firmly believe that the future will belong not to the
people who make the best computers but to the people who are able to make
the best use of them to solve their own particular problems. The profound
impact that the use of computers can have on productivity and overall
economic efficiency, their role in education, in production automation,
etc, are all factors that we cannot ignore if we want to build a modern
country and narrow the technological gap between us and the developed
countries,

MERCADO: Do you think, with the inflation rate as high as it is now and
with the import restrictions, that you can maintain internationally
competitive quality and costs?

Savanti: According to one view, exports are not hurt if the exchange rate
moves in step with the rate of inflation. The rate of devaluation is tied
in general to an index of average prices. However, in times of high
inflation like now, shifts in relative prices are very sudden and random,
and the averages lose their meaning, and thus the exchange rate gets ahead
of or lags behind the company's actual costs. This obviously makes proper
planning difficult, given the lead time that exporting requires. In
addition, we should bear in mind that the distortions that high and
mounting inflation generates make any production activity unworkable.
Therefore, I agree fully with President Alfonsin's statement that it is
absolutely indispensable to cut the current rate of inflation. As far as
import restrictions are concerned, they have not hurt our company because
our plant exports 99 percent of its output and we work with the temporary
admission system, which has so far not been affected. This system is a key
element in promoting industrial exports and an interesting example of the
kinds of measures that can be taken to foster export-oriented production
without absorbing National Treasury funds.

MERCADO: Can IBM export profitably at the current exchange rate, or does
it need a better rate or some sort of compensatory rebate?

Savanti: As I was saying before, the exchange rate is a fundamental
element of an effective export policy. This is especially true in our
case, because the products are assigned to the various plants on a
competitive basis in which cost is the major decision-making criterion.,
Although the current exchange rate is worse than it was in 1982, when the
cost of producing equipment at the Martinez plant was 15 percent lower
than at the sister plant in the United States, our prices are still
competitive internationally today. Thanks to this, we can say that our
exports bring in reasonable profits for IBM Argentina. I should note that
over the past 3 months the export exchange rate has improved, and if this
trend continues we will be even more competitive in the tough struggle for
growth and the securing of new products.



MERCADO: Since you were at the meeting between Mr Akers and President
Alfonsin, can you tell us about the details of their conversation? Was
there any specific agreement or promise?

Savanti: Mr Akers told Dr Alfonsin how pleased he was with the work that
IBM Argentina has been doing in the country for more than 60 years now and
with the high quality and advanced technology at the Martinez plant, which
has enabled us to compete successfully in such sophisticated markets as
Japan, Germany, France, etc. In addition, his comments on the expansion
program and the increase in exports, which I mentioned at the outset, met
with widespread approval, especially from Mr Camperoc. Finally, Mr Akers
voiced his conviction that Argentina would soon find answers to the
problems besetting it now. For their part, both the president and Lacerca
reaffirmed what they stated on several occasions during their trip, to the
effect that there were no plans to establish market reserves or to

place restrictions on competition in the domestic market, thus dispelling
any doubts in this regard. It was a highly successful meeting in every
way.

8743
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ARGENTINA

INFORMATICS THIRD NATIONAL CONGRESS REPORT
Buenos Aires MERCADO in Spanish 23 May 85 pp 28-29

[Text] The organizers of Usuaria 85 were deservedly pleased as its two
main events, the Third National Congress of Informatics and
Teleinformatics and Expo-Usuaria 3, drew to a close. And with good
reason. In spite of some doubts raised by economic conditions, the
congress and the exposition were even more successful than in previous
years: almost 2,200 participants (1,800 in 1984) and 125 papers submitted,
80 of them approved. Some 50 companies and institutions crowded into the
Expo-Usuaria facilities, and a great many had to be turned away. The fact
is, as the organizers pointed out, that Argentina's economic vicissitudes
notwithstanding, the computer industry is fortunately still moving
forward. Encouraged by the turnout, the people at Usuaria, the organizing
body, did not hesitate to announce Expo-Usuaria 86, which will be held
from 19 to 23 May 1986.

The Third Informatics Congress was chaired by Norberto Torrera, who at the
opening session underscored that it was a "open forum for the exchange of
professional and technical know-how and experience." Also taking the
floor were the president of Usuaria, Jorge Basso Dastugue; Fermin
Bernasconi, the head of IBI (Intergovernmental Office for Information),
and Manuel Sadosky, the secretary of science and technology.

In an address that prompted lengthy applause and that was not limited to
formalities, Basso Dastugue said that "Argentina must cease to be a
country for just a part of its population. As a feeling, as a spirit, it
must have the comprehensive, all-embracing momentum that comes only from
the conviction that it is marching towards objectives that are common to
the entire nation." Regarding computers, he said that they are "the
decisive element for progress in the society of the future," emphasizing
that the United States, Japan and France, among other developed countries,
are by now totally aware of the vital importance of computers.

"Therefore, we must also join this new era and work with the conviction
that we can narrow the gap between us and the most advanced nations
today." In a word, Basso Dastugue spoke of a "challenge to the future"
with the support of computers. Sadosky began his speech with a reference
to Decree No 621 of April 1984, which established the National Informatics
Commission. He went on to say that the commission has proposed to the
national government a comprehensive, long-term policy that "sees the
computer industry" as strategic and that calls for increased computer use

8



"in accordance with the country's needs" and for the industry's
technological development. He then referred specifically to the
development of the domestic computer industry and its role in educational
programs. With regard to industrial considerations, he underscored the
interest in and efforts to develop software: "The national government
also seeks to promote the local development of software, a key element in
penetrating computer markets and, because it is knowledge—1ntens1ve, an
activity that is particularly well-suited to the country's capabilities."

Professor Bernasconi then spoke on "Latin American Strategy for the Year
2000." Speaking on behalf of the Club of Cali, he stressed the importance
of regional meetings among the developing countries to defend their
sovereignty and to strive for their own computer-industry development.

In this regard he underscored that computers now more than ever are an
extremely important source of power. He somewhat dramatically quoted the
words of the president of the Ivory Coast, Felix Houphouet-Boigny:
"History was witness to our inability to undertake the industrial
revolution, ' History w111 not forgive us if we allow the computer
revolution to slip by." )

From an academic standpoint, the efforts of Dr Juan Carlos Chervatin and a
committee made up of representatives from five university departments and
the IEEE were very successful. One result was the level of the foreign
speakers; another, the selection of the papers submitted, along with the
collaboration of many university professors and the presence of the
college students who received special scholarships. Although students
have been attending Expo-Usuaria in large numbers since 1983, the 140
scholarships awarded to students with a variety of majors at several
public and private universities is a new and important development that Dr
Sadosky had warm praise for in his address.

A wider range of technical and strictly computer issues than before were
covered at the congress. This could be seen from the issues addressed:
microcomputers, office automation, communications, operating systems and
advanced languages, robotics and future international trends. Also
noteworthy in this regard were the many papers, round tables and talks on
applications in health care, industrial processes, education, computers
and the courts, and even engineering topics connected with nuclear and
petroleum projects.

In our opinion, the plenary sessions were the hlghllght, because of the
issues taken up and the enthusiasm they generated among the participants.
Especially memorable at these gatherings were the presentations by
Guillermo Prada, a Colombian engineer living in the United States, Declan
O'Riordan from the United States, Louis J. Balme from France and Mort
Sinkoff, another American. Prada talked about trends in communicationms,
emphasizing the development of processor networks and explaining clearly
and simply what local networks, optical fibers, etc are. Complementing
his presentation, Sinkoff discussed work stations and the problems

- involved in designing these interfaces between computer systems and users.
On a more general level, O'Riordan outlined the trends in computer




technology, and taking a different tack, Balme left us awestruck with his
comments on research and development programs, giving us food for thought
about our humble efforts in this regard. Research was also the topic of
Yoshio Esaki, who described IBM's Institute of Computer Science of Japan.
Mr Esaki showed slides on the linguistic, medical and chemical research
that the institute is conducting.

As we said before, Usuaria 85 gave expanded coverage to business and
politics as well, Several sessions broached issues connected with
business decision-making models, and many of the presentations and round
tables dealt with business. Accorded equal interest were the companies
that are system users, that develop software or that are now trying to
become involved in the development of the domestic computer industry.

The most significant political development was the establishment of the
Argentine chapter of the Club of Cali. Politicians of various stripes who
are interested in the topic of computers and sovereignty were active
participants. The creation of the chapter was announced at the close of
the Fifth Latin American Meeting of Computer Users.

In conclusion, we can say that Usuaria 85 shows that users, professors,
businessmen and technicians alike are aware that we are looking at a
"necessary opportunity," and as Bernasconi emphasized, we are
determined not to waste it. Computers can help us to grow and,
furthermore, to overcome our serious backwardness.

8743
CSO:  3348/790
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ARGENTINA

CAUSES FOR NEW DROP IN MACHINE TOOL INDUSTRY EXAMINED
Buenos Aires CLARIN in Spanish 28 May 85 pp 42-43

[Interview with Ricardo Sanchez, head of Argentine Association of Manufacturers
of Machine Tools, Accessories and Related Parts, and articles]

[Text] = Following the recovery experienced during the first half
of 1984, the machine tool sector suffered another setback that

has resulted, according to Ricardo Sanchez, head of the Argen-
tine Association of Manufacturers of Machine Tools, Accessories
and Related Parts, in a drastic reduction in sales, now 50 percent
under their normal level.

[Question] How has the sector been affected by the drop in gross investments
experienced in recent years?

[Answer] Machine tools are a capital investment that pfoduces goods, meaning
that they increase production. In a system where speculation has been rewarded
and the productive system punished, the manufacture of machine tools is suffer-
ing the consequences.

The drop in fixed gross investments has had a direct effect on ménufacturing,
falling spectacularly and constantly over the past 7 years.

In the last 5 years and based on what I have just said, thisvnegafive trend,
which began in the second half of 1979, has remained at a constant level, with
the resulting deterioration in industries in the sector.

[Question] How has the industry done from the standpoint of production? Have
large companies closed or have any specific lines of manufacturing disappeared?

[Answer] Our sector is made up of small and medium-sized industries in which
the management of the company is in the hands of the owner himself, with

highly specialized personnel and equipment. In such difficult times, this
helps us to adapt rapidly to other possibilities, enabling us to continue to
move forward, but with a drop in production of machine tools of some 80 percent.

The level of personnel has evolved in keeping with the recession. From a
staff of 4,000, we now have approximately 2,500 workers.
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[Question] What is the technological level of this industrial branch today?

[Answer] The economic recession has affected the country's progress. Machine
tools are not exempt from the general influence. Nevertheless, the thrust
toward development and the incorporation of new technologies has been reflected
by different manufacturers, who at the last EMAQH [expansion unknown] presented
brand-new machines, some digital-controlled.

[Question] How are sales, following the recovery observed during the first
half of last year?

[Answer] Following a prolonged period of a drop in investments and production,
the hope created by the arrival of the country's institutionalization and our
EMAQH exhibition, there was a fairly accentuated increase in sales, which
gradually declined in the last months of the year when the return to work and
production did not come about.

[Question] Does the national supply of machine tools meet the demand?
[Answer] The national supply of machine tools is enough to satisfy most of
the local demand, complemented by the importation of products of great techno-
logical complexity or those whose production in our country is not profitable

because of the limited market.

Machine Tool Exports (in units)

CION DE MAQUINAS HERRAMIENTA

* EN UNIDADES . -

¢

Exports

"The lack of coherence in definitions for the country and of continuity of
policies has caused products of a high added value to disappear from tradi-
tional markets supplied by Argentine manufacturers," said Ricardo Sanchez.

Consequently, although the technological level of the local machine tool indus-

try has been adequate to meet the demand of intermediate markets such as our
local market -- which, historically speaking, facilitated the sale of such

12



equipment in Latin America and developing nations in general -- '"the uncer-
tainty of economic policies caused Argentine enterprises to be rgplaced on
such markets by countries with well-known, stable and aggressive foreign trade
rules." o

The sale of machine tools abroad began to experience a drastic drop beginning
in 1980, when the marketed volume rose to 2,500 units. By 1981, the figure
had already dropped to 1,400 and by 1983, to 100. 1In 1984, the level was
even lower,

Nevertheless, this did not hinder the progress made in the sector from the
technical standpoint. Advanced technologies were incorporated, along with
computerization. 'VWhen one realizes that for these reasons, Argentine machine
machine tools enjoy well-deserved prestige because of their quality and per-
formance, one sees that exports could rapidly be increased with the flexible
and effective application of the law of promotion," the manufacturer concluded.

National Production of Machine Tools (in thousands of units) (Source: CLARIN
and ADIMRA [Association of Metallurgic Industrialists of the Argentine Repub-

lic))

Technological Evolution

A reflection of the overall state of the Argentine economy, the machine tool
sector must overcome the long period of low productive activity, as well as

the gap created by the importing process promoted by the previous govermment
administration.

With the new unilateral economic opening, the local market watched the arrival
of machine tools not-.adapted to domestic needs. Large machine tools were
imported and at the same time, the growth permitted by the replacement of im~
ports during the 1960's was paralyzed.

13




At the present time, going beyond the undeniable "spin-off" effect of this
sector, in addition to the required productive thrust, there must be a techno-
logical change to overcome the gap of recent years.

One of the focal points around which the technological change must revolve
is the electronic applications in operating machine tools. Throughout the
world, digital control is the most widespread technique.

These computers incorporated into machine tools, while already in production
in the country, must be used on a wider scale.

However, only continuity in economic policies and sustained growth in produc-
tion will make it possible for advances achieved not to be lost as access is
gained to the technological level of the more industrialized countries.

Gross Fixed Domestic Investments in Machinery and Equipment (in thousands of

1970 pesos) (Source: CLARIN and INDEC [National Institute of Statistics and
Census] Figures)

INVERSIOMN BRUTA INTERNA FISA
MAQUINARISYEQUIPCS

N M

LES T PESOS DE 1970

< RyENTE CLARIN § /DATOS DEL iNDEC ]

Lower Investments

‘The machine tool sector in the second half of last year watched expectations
generated by the considerable recovery of sales in early 1984 disappear. Nor
could results be different since the recovery was not based on solid growth in
the production apparatus. The demand for equipment was scarcely above that of
the depressed preceding year and following the spectacular drop experienced
beginning in 1980, gross fixed domestic investments continued to decline. For
the machinery and equipment category, there was a slight increase on the basis
of growth in the import section but not that of national manufacturing.

11,464
CSO: 3348/781
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BELIZE CITY, Wed. June 19
At his press conference
this afternoon, Prime Min -

BELIZE
ESQUIVEL REVIEWS DOMESTIC DEVELOPMENTS AT NEWS CONFERENCE
Report on Accomplishments
Belize City AMANDALA in English 21 Jun 85 pp 3, 11
[Text]
port duties from $113,000

to $164,000 and revenue re-
placement duties from $1.09.
m to $1.26 m.,

ister/Minister .of Finance - -
Manuel Esquivel, a  former tngtﬁ§§ gzgggingggzed tﬂ::
.teacher, passed out his own made progress towards pay-

report card for the
to peruse.

The white psper declared:
"On the revenue side. all
ma jor sources of government

recurrent income show , a
healthy growth."

Comparing April-May 1985
with +the same two month
reriod last year, the white
bpaper stated that income
taxes are up from $2.68
‘million to $3.02 million °,

press

1985."

ing off loan arrears to the

Caribbean Development Bank,
the United Kingdom govern: -
ment, Commonwealth Develop-.
ment Corporation, Plessey ,
United Nations agencies and
other international organ -
izations. ' '
Esquivel said theé govern-
ment is "committed to erase
all arrears by September

: . "No assessment was  given
property taxes from $174,000 as to improvement or Ee -
fo $326,000, import duties cline in the standard of

from $4,.54 m to $4.62m, ex-

15
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Critique of Economic Situation
Belize City THE BELIZE TIMES in English 23 Jun 85 pp 1, 12
[Text] At his press conference on Wednesday, Prime Minister Esquivel
released what he called a "financial report" in which he took sadistic

pride in saying how much tax he has been able to squeeze out of the people.

The figures released show the additional tax collected for the period
April-May 1985 as compared to April-May 1984.

1984 1985 INCREASE
Taxes on income $2.68M $3,02M $340,000
Taxes on prop. $174,000 $326,000 $152,000
Import Duty $4.5 $4.62M $80,000
Export Duty $114,000 $164,000 $51,000
Rev. Rep. Duty $1.09M $1.26M $170,000

As regards to the foreign debt 'the report' states that it stood at

$134.2m as of Dec 1984, The arrears position was placed at $20.1m of

which $6m has been paid and another $10m rescheduled. All debt payments
made by the Government including arrears amount to $14.5M. This was no
doubt paid out of the I.M.F. balance of payments support that was negotiated
by the past administration. .

The Government, Mr Esquivel stated, is committed to erasing all arrears
by September 1985.

The National debt accounts as stated by Esquivel conveniently left out
B.T.A. The reason is obvious. Under good management by the past Adminis-
tration B.T.A. was able to arrange moratoriums on all its debts and became
a very profitable Board.

The U.D.P. Government is now sucking out funds from B.T.A. (as it has done
with the Port Authority) to be used in the National budget. This in time
will push B.T.A. into serious financial difficulties.

The "financial report" of Esquivel also conveniently omits any mention of
the heavy borrowings made by the Government from the Central Bank system
by raising the reserves of the commercial banks and drying up all credit
from the private sector.

The truth of the matter is that the economy 1is now in (word indistinct)
Unemployment has risen considerably since December 1984, no new investments
are taking place because interest rates are so high and in any event the
banks have no money to lend the small and medium size businesses. The
Government and the few big boys are hogging up all the credit.

And yet Esquivel is calling for more austerity and more sacrifices. "The
facts," he said, "are known to the people so they can understand the need

for restraint."
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Ditching of University Project

Belize City THE BELIZE TIMES in English 23 Jun 85 p 8

[Text]

- announced his

TAt his press con~:

ference on  Wednesday,
Prime Minister Esquivel
govern=~
ment made the decision
not to go ahead with

the BELCAST preject
because it could not
meet the recurrent

cost. It is one thing,
he said, to establish
a BELCAST Cimpus, but
it was another matter
to be able to . afford
the running cost.

At an earlier press

conference, the . Prime
Minister said his
government had decided
to divert the $12 mil-

lion dellar lean and

grant for BELCAST feor
the establishment of n

hospital.
‘No real anyalysis of
why the project . was

being shelved was gi-

ven by the Prime Mini-

ster, nor did he = ex=-
plain how his Gevern-~
ment would meet . the

running cost of the pro-
posed hospital.

In defence of his Go-
vernment's  « decision
not to procecd ‘' with
BELCAST Egquivel sta-
tedthat neither Jama~

icaor Barbados had their

own University. '~ This
is a clear  indication

that the Prime Mini-

ster is not preperly
briefed with regards
to the UVWI] positien.

For ene thing, he must

- be reminded that the

University has estab-

lished large campuses
in all these Carib-
bean countries... and

they benefit directly.
What is mere he should
already be aware that
in the re~ sgtructuring
of the UWI these coun-
tries and in particular
Jamaicn and - Trinidad
and Tobago have daman-
ded greater control and
have -in fact threatened
to nationalize these
campuses.. The truth of
the matter is that the
UWI has mantained its
independence mainly be-
cauge of the . atreng
suppert it has received
from the smnller Carib-
bean countries includ=-
ing Belize, _ '
The Price Gevernment
had mnde a through
study of the BELCAST
project receivipg ad-

. vice on the - project
from various  sources.
. S0 well prepared was

. the project that they

were able to attract

" $12 millior from the




Luropean development
Fund, This clearly de~-
monstrates that the
turopean Development
Fund was satisfied with
the feansibility of this

projecct.

The Lsguivel
.government's  decision
not to go ahead with

the establishment of
BILCAST is clearly n
political one.Educators
in Belize should come

forward now and mnke
every effort to save
the BELCAST Project.

Undue Reliance on Free Market

Belize City THE BELIZE TIMES in English 23 Jun 85 p 2

[Editorial]

[Text]

One of the leaders of the Third World in our
Western Hemisphere holde firmly to the conviction
that the future problem im the world will be a sh-
ortage of food. This would seem & contradiction:
when you recall that huge stocks of food are dest-
royed yearly in the industrial nations. Neverthe-
Jess there is truth in the conviction of this lea-
der of the Third World because the problem arises
not only from unequal distribution but also from
diminishing local production in some countries.

The food policy of the previous government of
Belize was to encourage local food production, es-

pecially by the small farmers and residents of both

rural and urban areas; and to regulate this activi-

ty go hand in hand with the production of some comm-

odities for the export market.

The objective of this policy is to ensure that
the Belizean people will have enough food for their
homes regardless of good times or bad times,' This

.policy becomes one of survival at this time when
the signe are that Belize is mnow enterimg stormy.
times not because the country was in debt at the’
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end of 1984. There were arrangements made to repay
these debts by a reduction of expenditure in  the:
budget and by certain arrangements with the Intern-
ational Monetary Fund. : '

The coming storm is generated by wrong polici-
es of the present government, chiefly from careless
and extravagant expenditure of a limited budget and
also from setting loose the crushing forces of the
free market without adequate government regulation
not only to protect the small farmers and the indu-.
strial workers but also to cooperate with the large .
producers by ensuring right and equitable plans of -
development where both large and small producers .
would reap the benefit of their labour and their
investment, : ‘ ,

This policy of the previous government is also
supported, by and consistent with the proposals = “of
of the North - South programme for survival. This
programme encourages the production of food, especi-
ally by small farmers. Its target is the abolition
of hunger, : -

"The world must aim to abolish hunger and mal-
mtrition by the end of the century through = the
elimination of absolute hunger. Greater food produ-

jtion, intensified agricultural development, and
'measures for international food 'security, are ease-

ntial." ’
At this time it is essential for Belize, in
particular in the North where the sugar-cane indu-~

stry is in great difficulty mainly because -the
government has left the industry to the vicissitu~
des of the free market forces. For survival the

the sugar-cane farmers should further their eff=
orts to grow their own food until improved econo-
mic times return to the North,:

The problem in the North results from a situg~
tion aptly described by the Commonwealth Secretary
General, His Excellency Mr, Shridath 8§, Ramphal
when he addressed the Inaugural Silver Jubilee of
the Economic Commission of Africa on April 29,1985,

"We are witnessing a major assault , ‘on  an
already fragile structure of international cooper-

ation ..... There is such profound ideologicel co-
nviction of the virtues of the market place  and
the free enterprisé system and in the evil of 'co-~
mmunism® and the inefficiences of centrally planned
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economies that the assumption of guch authoritaria-
nism ‘at the global jevel will actually be believed
to be beneficial to all concerned; certainly it
will be presented {n righteous terms.

»his has impiications far beyond economic
jgsues, It has rather special political ramifica~
tions for Southern Africa and Central America...It
is part of this retreat from international cooper-
ation, retreat from mmltilateralism that on North-~
South issues the North seems to have decided that
there is really mo need to negotiate with the
South, :

wihy thie retreat from human solidarity ? Not,
1 believe, becase the world is not being perceived
'as the jnterdependent commnity that it is but be-
cause the strong within the community are refusing
‘to accept the duty of care towards fellow citizens.
Recognition of mutual interests is not leading to
fulfillment of mitual needs but to reliance on self-
assertiveness and even compulsion.™

‘ Buman solidarity would require the beet-sugar
producers in the industrial countries to reduce
their surplus production in order to allow the
purchase of more cane-sugar and thus ensure more
export markete for some countries of the thirxd
world.

Belize, with its small population and its.
mini-economy exposed to external forces, should
not be left to the vagaries and the vicissitudes
of the free market. The first duty of a government
ig to govern and to govern in the best interesis
of its people by leading them in the right direc-
tion end protecting them in their constitutional
rights and duties. : ' :

3298/870
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SUGAR FACTORY CLOSING SPARKS PLANS FOR DEMONSTRATION

Belize City THE BELIZE TIMES in English 23 Jun 85 pp 1, A

[Text]

Cane Farmers of the

Corozal and Orange - Walk:

Districts together with

their families will conv- .

erge in Belize City next
Wednesday, June 26th for
a peaceful demonstration
through the principal st-
reets of the City. '

, The planned demonst-
ration regults ' from the
Government's collusion in
the closure of the Libe-
rtad Sugar Factory.

It is now confirmed
that the Factory closed
its gates Friday June 21,
The machines are quiet,
the workers sent home,The
old stately Libertad once
the pride and joy of the
North is now like a grav-
eyard of iron and pulleys.

The Government of Pr-
ime Minister Esquivel has
decided to sacrifice the
Jjobs of 500 Workers and
the welfare of 2000 cane
farmers and their famili~
es on the Alter of exped—
iency.

21

~ The U,D.P. has becoe

- ime willing ' conspirators

in the I.M.F.game to keep
the government out of the

-sugar industry. The P,U,P,

Government of Prime Mini-
ster Price had fought hard

- for Libertad.The past ad-

ministration had refused
to bow to the I.M.F. pre-

" ssure and had negotiated

a-letter of intént with

Tate & Lyle which ' woula

have kept Libettad open

vfor the forseeabla future. .

But soon after the
UDP victory, Esquivel,li-

ndo and Juan met with the
officials of Tate & Lyle

and began displaying a

-callous disregard for the

wellfare 6f the cane far-
mers and the workers in
the factory. They played
the dangerous game of br-
inkmanship threatening to
cancel out the letter of
Intent., Now they have lo-
st the game, Tate & Lyle
played hard ball and dec-
ided to close down Liber-
tad. .
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For Esquivel and the
UDP Ministers it was a
game played by amateurs .
‘But for the workers and
the cane farmers it was
their 1ife blood and the
future of their ehildren
that was being cut off &
destroyed.

Corozal is facing its
worse depression ever.Many
more now have joined the
growing ranks of the une-
mployed; and with the al-
ready depressed price for

'gugar on the world market

the closure of Libertad is
a cruel and inhuman blow,

They will not  take

"1t lying down. Nor ghould

they, It is a blow to all
Belizeans., For the sugar
industry affects every fa-
cet of Belizean life from
the Hondo to the Sarstoon.

: Storage Limited 1in
Belize City will also be
herd hit by the closure
and many will be laid off,

The North will conv-
erge on Belize City next
Wednesday*to show Esquiv-
el and the UIP masters
that they cannot contime
to trample on the workers
and farmers; and citizens
of Belize City and other
Districts will join  the
demonstration to show so-.
lidarity with the brothe-
ers and sisters of  the
North. i

Judging from the re-
action of many citizens
to this planned demonstr-
tion,the feeling is wide-
gpread that there is 80!

3298/870
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much to demonstrate about.
The blunders of the UIP in
the sugar industry; the
many false promises they
made: like what happened
%o the 1000 jobs? The hy-
pocritical attempts to
violate our fundamental
human rights - freedom of
speech! Denying T.V. to
the PUP. The blatant int-
erference with our Supre-
me Court and the threats
againgt the Chief Justice.

The young but already
arrogant Government is de-
stroying our freedom and
our democratic way of life
and pushing the  economy
over the cliff to destru-
e¢tion. A stop must be put
to them!

At the time of going
to press, the people's
United Party Secretariat
was still awaiting appro-
val of the permit to hold
the demonstration next
Wedneaday. This pexmit
was applied for a week
ago. The authorities are
getting out the excuse
given is that the Commiss-
joner of Police was out
of the country spd  "was
not expected back until
Priday. In any event we.
do not expect that they
would dare to deny the
people their right to de~-
monstrate psapefully.This
right is also syaranteed
by the constitution.

So all is set for .
Wedneaday, 26th June,1985.
The people are standingr

‘up for. their rights,
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BELIZE

UDP GOVERNMENT ACCUSED OF SELLING OUT WORKERS
Belize City THE BELIZE TIMES in English 23 Jun 85 p 4
[Anonymous column "Bottom Line": "Protest and Demonstrate']

[Text]

The UDP Government is literally hell
bent in bringing gambling to Belize. So
committed is the PM and his Ministers to
the casino owners that they cannot turn
back down the road. upon which they, have
embarked.

In desperatlon the government, whlch
did not include casino gambling in its ma-
nifesto,is clutching at the straw of gam -
bling in preference to hard-work and ag, -
riculture. g

The philosophy of something-for-noth-
ing will replace the ethic of hard work.

Belizeans will be‘relegated to the
role of maids, cooks; Janltors and domes-
tics. While the forelgners enjoy .the cr-

cam of the good-paying jobs.

I]bertad SU{ar lactory can never - beée
replaced by casino gambling. The cane
farmers are proud individuals who own
their own lands and sell their crops. Th-
ey are the back-bone of our mixed economy
of capitalists and government working to-
i.ether. Now they have been let down by
-a povernment that is more concerned -ab -
~out politics and lining its own pockets
than solving the grave economic problems.



~ ‘fhe rusc of talking about selling
the Corozal cane to the Obrepon factory
in Moxico has also provoked the situa -
tion. In six months time the UDP govern-
ment has succceded in provoking; the peo-
ple to take to the streets  to protest,

their many grievances.
It is roing to be one long hot sum-

mer.

€so: 3298/870
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BELIZE

UDP EXECUTIVE COMMITTEE MEETS; DEAN LINDO PRESIDES
Belize City THE BEACON in English 22 Jun 85 pp 1, 4

[Text] A conference of the National Executive Committee of the governing
United Democratic Party (UDP) was held on Sunday (June 16) at the Agri-
cultural Show Grounds in Belmopan. The proceedings were conducted by Party
Chairman Mr Dean R. Lindo, Minister of Natural Resources.

Among the matters dealt with at this conference was a resolution for

entry of the UDP into the International Democratic Union. The IDU

is a union of democratic political parties throughout Europe and the
Americas, all subscribing to the basic principles of democracy~-personal
freedom, justice for all under the law, free enterprise and the brotherhood
of man-~all of which adheres to the policy of the UDP.

Of paramount significance on the agenda were detailed ministerial reports
on the performances of the various ministries under the UDP administration.
Each minister reported on the present work in his ministry and of the work
which has to be done to repair the financial mess and irregularities left
by the previous administration. The govermment ministers assured the
gathering that the cleaning up process will be accomplished by the end of
the year.

The key-note address was delivered by Party Leader Prime Minister Mr Manuel
Esquivel.

The conference was attended by delegates from all twenty-eight electoral
divisions countryside, and also by delegates from the Central Executive
Council of the Party.

The next conference of the Nationél‘Executiﬁe Committee has been set for

Sunday, September 29, 1985 at Orange Walk Town.

CSO: 3298/871
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BELIZE

BRIEFS

ESQUIVEL ERROR ON ALTIENS--Prime Minister Esquivel has finally admitted
that he made a major blunder when he told the nation that the number of
aliens in Belize was 47,000. At a press conference on Wednesday he
explained that in fact the Ministry of Eome Affairs was now reviewing the
figures to ascertain the correct number. PM Esquivel made the erroneous
statement months ago and although the figure given was pointed out to be
erroneous in the local press, both the PM and the Minister of Home Affairs
repeated the figures as being accurate. This was seen in some quarters

as a deliberate attempt to mislead the people and to confuse and incite
Belizeans against aliens. [Text] [Belize City THE BELIZE TIMES in English
23 Jun 85 p 5]

cso: 3298/871
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BERMUDA

POLITICAL ACTIVITIES INVOLVING MAJOR PARTIES REPORTED
PLP Resignation
Hamilton THE ROYAL GAZETTE in English 12 Jun 85 pl

[Text] e , o o
A member of the Progressive Labour Party Supporters for
Change has officially resigned from the PLP and he says
more party members are considering following his suit.

Mr. Charles Jeffers, an active member of the PLP for 13
years, said the PLP has lost its primary objective to become
the government of Bermuda. '

In a letter written to PLP Chairman Mr. Alex Scott, Mr.
Jeffers said he was distressed over the last year’s events and
under the present leadership any attempt at:unifying the
party seems highly improbable. _

“There are a number of PLP people members who are’
frustrated and upset the party-is being divided and hence
destroyed — a house divided cannot stand,” he said.

“T refuse to believe the majority of people in the PLP are
satisfied at what's happening and it’s unfortunate that a
dramatic act must be taken to evoke some sort of
response.” '

Mr. Jeffers said he would prefer to be a member of a

“revitalized PLP rather than join a third party.

" “T do not relish the idea of a third party but the PLP

‘ seems bent on self-destruction.” '

Mr. Jeffers ran as an unsuccesful Pembroke West Central
candidate in 1980, and he was a member of the PLP central
‘committee during 1983-84. He also served on several PLP
. committees during his membership. '

" Party Chairman, Mr. Alex Scott said he was always sad
‘to receive the resignation of any member but the party had
a .greater responsibilty to the hundreds of members and
thousands who support the PLP during an election.

Independents' Plans
Hamilton THE ROYAL GAZETTE in English 14 Jun 85 pp 1, 3

[Text] . . . o 4
Bermuda’s newest political party is using the Pembroke

West by-election as a trial run to judge its chances of
| winning the mantle of the official Opposition firom * the
: Progressive Labour Party.

:  Independent campaign workers are hoping to push the

. PLP into third place when the votes are counted on July 11

in the United Bermuda Party stronghold. : '
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“We are working for victory, but if we do not manage to
beat th,:e UBP we will still have a victory if we gome
second,” said spokesman Mrs. Kathleen Bell.

-diesc};sr :r(ijggt };;Vt\;’eegrte;l Zl:wmg the by-election as a means of
i 4 ! onstituents of Pembroke West are
mfgrested' in an independent viewpoint in Parliament.

If our information is correct we stand a very good chance
of making good in-roads in Pembroke West.”
wBut leaflets being distributed to homes in the Pembroke
heTStta:(ea stress that a second place in the election would

p take away the.thlrc‘! party label and begin the process .
of becoming the Opposition.

It adds: “If the Pembroke West electorate sees fit to vote
for our candidate these voters will be opening up the
political scene for healthy democratic processes to begin.”

Then in a General Election the independents must work
for victory.

-“If, in the first General Election since our formation, we
are unable to win Government, we must win more than
enough seats to ensure that we are the Opposition. 1

“In this way, we can participate in the Parliamentary
processes and we can prod, oppose and encourage the
Government to get on with the job.” :

The independents add that their supporters must seek
places on Governmiental boards and committees which deal
with the running of the Country. : .

“In this way we will learn and develop our skills,” adds
the leaflet which explains the origins of the Independent
Members for Change.

The IPLP has ruled that its Party members are not
allowed to sit on the majority of Government’s boards and
committees. ' :

Mrs. Bell said: “The PLP leadership is afraid that Gov-
ernment will steal its ideas. It's very retrogressive.

“Peqple who are interested in a political future find it
very difficult to learn the necessary skills.

“We care about what goes on in Bermuda and if the
Government of the day takes our ideas, and they are good
ideas, then we benefit as a community.”

She said the new group was already developing an ident-
ity of its own, and was different from the PLP.

. “The atmosphere at our meetings is positive, whereas iry
the PLP if you don’t agree with the leadership no-one wanfcs
to be able to hear from you.” ’

'Ihe_a leaflet adds: “We should consider ourselves to be a
cohesive political force.

“The public is watching our actions and stateme:nts very
closely and a broad spectrum of the Bermudizin yjublic
‘appears to be interested in our efforts to stimulate pc Hlitical
participation in Bermuda.

“Twenty years ago, when a group attempted to torm a

\ ‘third’ party, party politics was completely new to Ber-
muda.

“Today, both Government and the Opposition are con-
centrating on the enhancement of their respective leaders,
who, in tumn, are focussing on their individual programmes
of self-aggrandisement, to the detriment of the serious issues
causing such concern and hurt in the community.”

But PLP chairman Mr. Alex Scott said the by-election
was not being treated as a contest between the indepen-
dents and the PLP.

He said voters were much more concerned with local
issues than with political labels attached to any of the

candidates. -
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“We are probaily going to campaign on issues rather
than ask people to choose a. PLP label instead of a UBP
label or an Independent label.

“A_t the end of the election every vote cast for the PLP -
candidate will allow us to make a public statement on that

particular issue.” L -
He said the PLP had decided not to take part on Gov-
ernmental boards and committees as they saw the role of

the Opposition to be that of critically reviewing and ques- .

tioning Government’s decision making. »

If they had played a part in the formulating of decisions
and policies they would not be able to carry out the duty of
the Opposition. . :

He added: “I think these people had a difficult time, even
when they were in the Party. I think they are now going to

find themselves sandwiched .in between two political ma-

chines.”

UBP Candidate's Dissent

Hamilton THE ROYAL GAZETTE in English 15 Jun 85 pp 1, 3

[Text]

CS80:

3298/858

United Bermuda Party (UBP) candidate for Pembroke -

" West, Dr.'David Dyer, last night made his case for being

selected as MP with a slamming attack on the UBP govern-
ment. .
Dr. Dyer was speaking with fellow candidates Senator the

" Hon. Gerald Simons and Mr. William Lusher at a UBP

candidates’ forum at the Pembroke Community Centre as
part of the run-up to the June 20 primary.

Dr. Dyer told a gathering of 100 that his canvassing he
had “found an increasing number of people sick and tired of
a Government who will not defend itself against attacks
from members of the Opposition, who make promises which-
are not kept, who waste money on expensive reports by -
people who know nothing about Bermuda.”

Dr. Dyer slammed: ) . .

M MPs afraid. to speak out and put their arguments for-
ward.
m The 1985 .budget — “one of the most inflationary in
history”. ' :
B The soaring cost of living which hits pensioners hardest.
®m Too high rents and lack of rent subsidies. :
W The failure to curb cars.
m Crime and drug abuse.
® “Ridiculous” school closure plans.
m A “shambolic” Immigration policy. '
“What Bermnuda needs is people who have the guts to
make decisions, act on them and see them through,” he
said.
Senator Simons, an insurance executive; said Govern-
ment needed more businessmen in Parliament and stressed
he had already been able to get poor roads in the consti-

‘tuency repaired.

He wanted to instil traditional values in young people
and called for more personal responsibility in fighting -
drugs. -

Mr. Lusher said he would attempt to gain the consensus
of the constituency before “stating his case in Parliament”.

He said he would oppose independence and said “All
Bermudians must unite and go forward in this, our war
against drugs”. : '
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SARNEY TO STUDY NEW APPROACHES TOWARD SOCIAL PACT
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 11 Jul 85 p 4
[Article by Carlos Chagas: "Sarney Will Give Priority to Social Pact"]

[Text] Signs are beginning to appear this week that President Jose Sarney
will reveiw the strategy of the broad political pact to be made between the
government and the nation. That pact would no longer be based on an overall
understanding in which all national sectors would previously participate,
but would be initiated by sectors. In a second phase the results achieved
in specific groups would be collected for an attempt at a greater accord
among all.

This is how it is explained: While with the participation of the government,
the businessmen and employees would discuss social subjects pertaining to
them, the politicians, through the parties, governors and congress, would
try something similar in the framework of forming a broad base for support
of the Executive. At the same time, advocates of state ownership and
private ownership would seek points of understanding in the field of admini-
stration. There would be others.

The social pact, the party pact and the administrative pact would in that
way achieve substance and would serve as the foundation, together with others,
of the so-called great national political pact.

The alternative had been examined by the deceased President Tancredo Neves
before his illness. He went as far as speaking of the social pact as a
preliminary step and even said that if that line were to be followed Brazil
would be adopting a formula different than that of Spain. Over there the
beginning was the broad Moncloa Pact for creating a democratic system, which
up to that time was nonexistent even in details. There was the future of
the king above the parties and the doctrinaire and ideological factions.
Only 2 years afterward was the social pact made between management and
labor.

Tancredo supposed that here the situation was different. After all he

was elected without a breakup of the institutional structures and even with-
in the rules established by the 0ld Republic. The New Republic would be
completed by the pact or by the National Constituent Assembly which would
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follow it, but at any rate, they would not be beginning at zero as in Spain.
It was not necessary to revoke the constitution even though preparations for
a new one were begun. Nor was it necessary to create a de facto Legislative
Branch because it already existed. Neither was it necessary to reestablish
freedom of the press or remove all .the authoritarian trash because part of

it had been gradually removed.

Therefore, the inclination of the president-elect at the beginning would be
to promote sectoral pacts. The social would come first, restricted to the
composition of interests or to the establishment of a truce between manage-
ment and labor. The latter, even without promising to go on any more strikes,
would accept certain conditions of sacrifice. The former, on a greater

scale, would pledge themselves to reduce the upward price spiral; would try
not to dismiss any more people and would examine a revision of the wage
mechanism. FEach party would give a little but the two would arrive at common
decisions, knowing that unemployment is the most acute point.of contention

in the social question today. It would be important .to have the participation
of the third angle of the triangle, the govermment. With respect to the
labor problem, no longer would isolated initiatives be taken by the federal
branch without hearing labor and management.

The same thing would happen on the level of parties, with the participation
of Congress and the governors. It would be the search for a strong base of
support for the government, even if certain theories and many interests of
each group would have to be compounded, mixed and curbed.

When President Jose :Sarney assumed office, he became enthusiastic about
inverting the factors of the equation. He believed he could obtain, after
consulting the different social segments, the establishment of what he called
a broad national political pact, which means a great accord involving all of
society in its party, social and administrative aspects, and others. Things
moved but mnot -as he expected, precisely because sectoral obstacles have .
served to .curb overall intentions. "Retail imposes itself over wholesale and
the result has been an outbreak of strikes, on one hand, and party confusion
on the other, not to say anything about the.administrative split which has
appeared around absolute presuppositions such as that of state ownership and
abolishment .of state ownership.

In coming days Sarney and his advisers will examine the hypothesis of
stitching together the making of a great national accord in a different way.
Perhaps Minister of Labor Almir Pazzianotto will be encouraged to take care
of the social question, just as Sarney accepted the suggestion of Governor
Franco Montoro to use the governors in making party agreements capable of
preventing new scares or.impasses in Congress. It is possible that he will
mobilize his economic-financial leaders for a dialogue and broad discussion
with the producing classes. '

The great problem facing Planalto Palace is that of taking a stand. In
addition to knowing that problems are interlinked, it should speak with a
single voice. 1In order to sit at the table with management and -labor, those
advocating state ownership and those advocating private enterprise, those

of the PMDB and of the PFL [Liberal Front Party], it has to have unity.
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Sarney does not become exasperated at the criticisms of inaction or
indecision, rather he points out that democracy is like that. The country
became accustomed to seeing a government without apparent dissensions or
frictions in the authoritarian regime. Suddenly, when ministers appear in
conflict, the people become frightened, however, internal conflicts are
inherent in democracy. It is obvious that they should not, and must not,
reach exaggerated levels, Otherwise there will be a mess. That is why he
always repeats that once decisions are made within the framework of the
government they cannot fail to be respected in the govermment itself. Here
and there he becomes irritated and lets things go by but there is a limit
to everything. There will be no pact, neither sectoral nor broad, if the
Executive Branch does not reach an acceptable state of unity.
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FINANCE MINISTRY REFUTES SARNEY'S INFLATION PROJECTION -
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 13 Jul 85 p 21

[Text] Technicians of the Ministry of Finance in the area of price controls
received the statement by President Jose Sarney in an interview published

in JORNAL DO BRASIL yesterday with surprise. In it he admitted that
monthly inflation in July, August and September will be around 10 percent.
The technicians said that all Finance Ministry forecasts foresee indexes of
9 percent at the most for those months, even with July possibly reaching

an inflation of 8.5 percent,

With much reserve the technicians observed that the Sarney statement could
reencourage inflationary expectations, reduced at great costs with regid
price controls instituted since the beginning of the New Republic. The
greatest concern of the Finance Ministry technicians is the effect that
"j0-percent inflation" could have on the retail goods distribution sector,
primarily food.

The area of retail food sales is the "Achilles heel" of the price control
policy of the Finance Ministry. SEAP (Special Secretariat for Supply and
Prices), the CIP (Interministerial Price Council) and SUNAB (National
Superintendency of Supplies), have no mechanisms to insure the evolution of
prices, particularly in food..

Because of the lack of instruments of control in the sector, the retail

trade is extremely sensitive to inflationary speculations and any expectation
about increases in inflation almost inevitably leads to increases in prices,
explained the experts of the Ministry of Finance.

Up to now government control has managed to discipline wholesale prices that
are reflected in the IPA (Wholesale Price Index), one of the components of
the IGP (General Price Index), and which mirrors the increase in inflation.
This fact can be attributed to the action of the CIP, which brought almost
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all industrial products under its control. The freezing and control of
prices on service fees and government products also helped to bring
relatively low IPA indexes.

However, in the ICV (Cost of Living Index), another component of the IGP
which is completed with the INCC (National Civil Construction Index), the
government is losing the battle, with this indicator showing higher indexes
than the IPA.
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LAND INVASION THREAT RISES IN PARANA, PACT IN PORTO ALEGRE

Sao Paulo O ESTADO DE SAO PAULO in Portuguese 13 Jul 85 p 9
[Article by Cila Schulman: "Threat of Invasion Grows in Parana']

[Text] Another 400 families erected tents early yesterday morning in the
three camps organized by farmers without land in the southeast region of
Parana, thus increasing to 8,000 the number of persons who are asking the
state government for the immediate application of the agrarian reform. The
leaders of the 17 rural worker unions of the region, who have been following
the movement from its beginning, admitted that they have already lost control
over the farmers and even warned Governor Jose Richa: If resettlements are
not suitably worked out quickly, the tendency of those without land is that
of forming new encampments. ‘

The farmers installed in three places in the region within a radius of 200
kilometers, want the government to release 3,000 alqueires immediately in
areas near the camps for the growing of collective crops. Representatives
of those in the camps, in a meeting held yesterday morning with a committee
appointed by the governmor to try to demobilize the camps, gave 23 July as
the final deadline for their request to be heeded, promising that if this
does not happen, they will invade private properties. They explained that
the 2,000 families in the camps have food for only 40 more days and need to
plant crops to insure their survival until their transfer to the final
settlements. However, the committee, which is made up of representatives of
the Secretarists of Security and Agriculture of INCRA [National Imstitute
of Land Reform and Settlement] and of the Attorney General's Office,
declared that in principle the government does not intend to release those
areas and that compliance with the other requests presented by those of the
camps in the meeting is also remote: They asked for medical care and
permission to cut firewood in the properties adjoining the camps.

Yesterday, in their third day of protest, those without land decided that
other families arriving as of today will no longer be received in the camps:
"Those who remained behind, who make up 90 percent of those without land
in the southwest part of the state, will have to organize and find other
areas for camping," said one of the leaders of the movement, Evaldo Paulo
Jarzao. He asserted that there are 12,000 families in this region alone,
who heed a piece of land for planting, and that there are 50,000 alqueire




of idle land there. Evaldo also foresees that "If the food becomes exhausted
and we have no prospects of having our proposals met, we, the leaders of the
camps, will not be able to control the people."

For the president of the Rural Workers Union of the Municipality of Planalto,
Odacir Vincente Sapeiginski, "Need, hunger and anguish cannot be controlled
by leadership.'" He stated the only help the rural unions can now give to
those in the camps is "moral support.'" Threatened with death in telephone
calls from "representatives of the ranchers,'" Odacir says that "If I could,

I would control the growth of this movement, but his is no longer possible.”
He said that up until the last moment only 30 families were leaving Planalto
for the camps, however, when it came time to leave, 130 families left. 'And
this is because they left in secrecy. If the news had spread, there would
have been no landless person left in any of the municipalities of the region,"
he explained, adding that in these three camps are only the farmers who

are members of MASTES [Landless Farmers Movement of the Southwest], who
organized after confirming that "If we remained at home waiting, the Agrarian
Reform is not going to happen."

Up until yesterday, new families were still arriving in the camps located in
DNER [National Highway Department] areas along the roads which link the
municipalities of Marmeleiro and Barraco, those of Chopinzinho and Sao Joao,
and the camp located in the yard of the church of the Pio X community near
the municipality of Salto do Lontra. These were the people who had problems
with the heavy rains that fell Tuesday night, the day on whic¢h they all
left, and they were surprised by the barriers formed by the police on the
highways. They managed, despite the delay and the police roadblocks, to
arrive at the camps. Moreover, for the time being, the police are helpless.
"There are no invasions, there is no conflict, only a mass movement toward
the camps," explained the commander of the Second Military Police Company

of Francisco Beltrao, Capt Marino Ari Burille, company which covers nine
municipalities of the region. He said the police are only observing and
"exerting a slight pressure so as not to leave the people to do pretty

much what they want." By doing this they manage to prevent some people,

who are frightened by the barriers, from continuing to march. ''Some conclude
by giving up and that is better for us," he related. In addition to trying
to prevent future encampments, the Military Police are active, through an
intelligence section, in seeking to identify '"who it is that is behind the
movement." For the captain "There exist hidden forces organizing these
people."

Actually, it is difficult to determine who it is who is at least supporting
the campers. With the exception of the rural unions, who do not conceal
“their activities with the movement, denying only that they participated in
the decision to protest and in its organization, it appears that no one

else supports the landless ones. No politician of any party appeared in the
area this week. Not even the members of the Pastoral Land Commission [CPT],
who always circulated in other camps of the landless ones in the state,

are seen now. The campers deny insistently that the church is involved
despite the fact that MASTES itself began its activity through the CPT. The
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lénly"church help admitted by them is specifically this: one of the camps
was installed in the yard of a rural church, which even furnished lights
throughout the night to the campers.

'The police also surrounded the area near the camp at Chopinzinho to

prevent the landless ones from reaching the Giacometti~Maruidim ranch some
20 kilometers from the area they selected for protesting. Despite this,
however, the presence of the police is almost a request of the landless ones,
who fear an invasion of the camps by hired thugs at the orders of the
ranchers. Also camped near each:of the areas are six men of the Military
Police. It is obvious that in case of conflict this force would be
insufficient and just yesterday, acting on a previous order by headquarters,
the police guarding -the Marmeleiro Camp tried to prevent the unloading of a
truck loaded with food, clothing and utensils, which were part of the
belongings of the farmers from Planalto. The campers had already decided in
an assembly that the truck would be unloaded and nearly 100 men carried the
load into the interior of the camp. The six policemen, unable to react,
were not even able to ask for instructions from headquarters because the
battery on their only vehicle went dead and the distance between the camp
and Francisco Beltrao is nearly 30 kilometers.

‘Captain Marino does not believe that landowners will use violence, nor is he
worried with the possibility of invasions of ranches by the landless ones,
‘however if either of those two things happen, the result would be a tragedy.
After all, the president of the Parana Rural Society, Assis Bandeira, has
been organizing the ranchers since the beginning of the year, amassing a
large quantity of weapons "For protecting our properties." Trusting in the
actions of the police, he says he does not intend to act. There is just one
detail: Today the entire contingent of the Second Military Police Company
numbers 90 men to watch over the nine municipalities. Altogether, says the
captain, there are 120 but 30 of them are on leave or are sick. Admitting
that his force is too small to act, the captain says with assurance: "War is

" war and our men who are not here will smell the war and return to help us."

Ranchers Announce Pace in the South

Two hundred rural landowners of 10 municipalities of the northeastern part
of Rio Grande do Sul met in Carazinho, nearly 300 kilometers from Porto
Alegre, to make a pact: In case the property of any one of them is invaded,
all the rest will form a veritable army to expell the invaders. Yesterday
the announcement of the pact was made officially by the president of the
" rural union and of the Community Council for Security of Carazinho, Vali
Albrecht. According to him, the agreement is justified because the Rural
Workers Union of: the municipality is allegedly planning a wave of invasions
of properties by landless farmers beginning on the 20th.

In Porto Alegre, the regional director of the National Institute of Land
Reform and Settlement of Rio'Grande do Sul, Erani Guilherme Muller, suggested
to Minister Nelson Ribeiro that "the example must come from the country
itself" and he' asked for the release of an area of the municipality of

Sao Borja which belongs to the army.
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Today, Minister of Agriculture Pedro Simon, accompanied by the acting leader
of the PMDB [Brazilian Democratic Movement Party] in the Senate, Gastao
Muller, is going to investigate some invasions of rural properties in the
municipality of Agua Boa in Mato Grosso, which are allegedly being
encouraged by influential figures of Brasilia.

Inability

The leader of the PDS [Social Democratic Party] in the Senate, Murilo Badaro,
said yesterday that the government's agrarian reform plan is "an act of
political inability in addition to representing incompetence and ineptness
on the part of the Ministry of Agrarian Reform and Development." According
to him, "Rarely has a government action provoked a state of perplexity and
anguish throughout the entire country.'" Badaro also said that no one is
against reform but Brazil wants more than that, which means it wants a real
agrarian policy that insures effective protection for agriculture and live-
stock raising."

In Brasilia, Minister Nelson Ribeiro gave a talk to nearly 80 officers of
the Armed Forces Staff at the invitation of Minister Jose Maria do Amaral,
in which he cleared up some doubts of the military men on the low producti-
vity of the large estates. The greatest concerns of the staff officers are
concentrated on the question of the productivity of the large land holdings
and the minister was asked whether large Brazilian holdings would not be
more productive than the small holdings, as happens in the United States.
Ribeiro answered by saying: '"We have figures showing that it is the small
producer who produces most of the basic foodstuffs for the Brazilian
population,”" and that only in soybeans does the large landowner produce
more than the small farmer.
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BIO DATA ON LIBERAL PRESIDENTIAL CANDIDATE VIRGILIO BARCO VARGAS
Bogota EL TIEMPO in Spanish 16, 17 Jun 85

[Two~part interview with Virgilio Barco Vargas; date and location not
specified]

[16 Jun 85 p 2-D]

[Text] The generation of employment, increased production with an improved
standard of living, a curb on inflation and a redistribution of income and
wealth constitute the priority goals of the economic thinking backing the
Liberal candidate for the presidency of Colombia for the term 1986-20, Virgilio
Barco Vargas.

The former minister of public works and agriculture, former mayor of Bogota,
former board member of the International Monetary Fund and the World Bank and
former ambassador to Washington described his views regarding the external
sector of the economy, public finances, monetary management, agricultural
production, that of industry and the country, financial orientation, the
degree of interventionism and the labor system, in an interview granted to
the magazine ESTRATEGIA, the text of which reads:

Development Model

ESTRATEGIA: The country has become used to every government, based on the
development plan, setting basic priorities to guide the state's economic
activity. In an administration headed by you, generally speaking, what would
the development model to be pursued be, and as part of it, what would the
priorities and roles assigned to the sectorial activity be? Should the develop-
ment model implemented during the next 4 years be consistent with and include
the recommendations made by the International Monetary Fund and the World

Bank? '

Virgilio Barco Vargas: I prefer to use the terms "orientation" and "preferences"
instead of the phrase '"development models," although I suppose that, in the

context of your question, they mean more or less the same thing. The first
thing is to establish the goals, which in turn determine the priorities and
the policy tools that will have to be used.




I believe that, at the present time, there should be no controversy about the
goals. The first one is an accelerated (very accelerated) provision of employ-
ment for men and women, youths and also older people who want to continue
working. Secondly, we must attempt to have the jobs of such a nature that

they induce constant growth in real production and a rise in living standards.

A third goal, very important on my list of priorities, is that of curbing the
chronic inflation, so as to embark on a phase of stability in the cost of
living; so that when wages increase in monetary terms, they will also do do

in real terms of their purchasing power. My fourth goal is to strive for better
distribution of income and wealth, without jeopardizing employment and increased
production.

This entails an equitable participation in the tax effort and special heed for
those who cannot take care of themselves (the ill, the disabled, those above
working age and children); and, of course, those currently employed. No less
important than the foregoing is the restoration of a tolerable level of security
for the lives and possessions of Colombians. In the absence thereof, as we have
learned at a high cost in recent years, there can be no satisfactory economic
progress. And, furthermore, to have greater security we need large numbers of
jobs.

So, these are my five main goals. They are not new or original, but they are
very important. I suppose that any government would back them, but there are
differences that arise from circumstances. For example, when over 14 percent
of the urban work force, that is 1.2 million out of the 8.5 million Colombians
comprising that work force, are unemployed, and when they have been for a long
time, the employment problem has a far higher priority than if we were in a
state of greater employment. There is no question that the lack of suitable
priorities has been a serious flaw in the present government, because the
attainment of many goals depends on the achievement of others. When it is
attempted to do everything, nothing is achieved. One thing comes into conflict
with another. '

In response to your second question, concerning the recommendations of the
international financial agencies, my first reaction is that they should be
considered a means for attaining an end, and not as the end itself. Now then,
those recommendations have been devised partially to aid development, but
essentially they are formulas for rescuing us from an emergency situation.
Their nature depends essentially on the specific status of the country and

of its economy, which changes every day. I agree with the ideals of a more
open society, with parity in internal and external prices, in order to make
Colombian products more competitive and both domestic and foreign investment
more attractive. But the concrete measures for achieving these goals will
depend on the conditions confronting the nation when, as I hope, I receive
the mandate from the people to lead the country from the presidency. Like
any good Colombian, I am pleased with the prospect of exporting coal and oil.
But I would not on that account fail to take action on other fronts, because
I must state that steady growth will depend on enlisting the entire productive
sector for the task of exporting more.

40



External Sector

ESTRATEGIA: In your opinion, what are the leading reasons explaining the
~ disturbing evolution of the Colombian external sector?

Virgilio Barco Vargas: I shall answer your questions with the caution that the
policies which should be pursued in the monetary, exchange, fiscal, income and
wage areas are interrelated, and it would be a mistake to deal with them in
isolated fashion. One of the current government's mistakes has been not working
on these fronts jointly. In the case of the International Monetary Fund, the.
emphasis lies in the external sector. Both the Fund and the World Bank have
underscored the advantages of an open society and the need for making use of
the international division of labor. To achieve this, a country, particularly
if it is developing as Colombia is, must be really competitive. It must have
* the opportunity to purchase on the cheapest markets and to sell its exports at
competitive prices. If these conditions are met, and if the peso has its
appropriate value, it may be said that theworld market is virtually unlimited
for a small producer like Colombia. Therefore, the country should welcome and
attract foreign investment. If it does not do so, other countries will, and we
shall be left alone with our underdevelopment, locked behind the self-imposed
barriers and restrictions, and trying to keep people from leaving and taking
out their capital. If we understand this reality, we shall not have failed to
use the harsh experience of recent years, during which we have practically
abandoned the world market because of overvaluing the peso. It is not only
ironic and odd, but truly regrettable, that the Colombians who took their
money to the United States, instead of contributing to our country's develop—
ment, should be helping to finance the American deficit. ,

The system of gradual devaluation, one of the great accompllshments of Presi-
dent Carlos Lleras Restrepo's administration, was devised to keep our prices
in line with the external ones, once that balance had been achieved, and not
to correct, over a period of years, a mess in the exchange rate which was
allowed to accumulate. Using it for that purpose, which was not the original
one, has been another mistake of this government, for which we have paid
dearly. The present administration, which talks so much about social goals,
has allowed well-to-do Colombians (and even foreign investors) to purchase and
take away the country's international reserves at favorable prices. And the
lack of competitiveness of our prices on the world markets, the over-valuation
of the peso and the drastic ban and restriction on imports have contributed to
the lack of reactivation and the intolerable unemployment rate that we are
currently witnessing. So, as may be observed, one policy has effects on
others. . : : : S

- ESTRATEGIA: What role would your administratlon assign to the foreign debt?
What strategy would your government use to reverse the sizable flow of capltal
from the Colombian prlvate sector that' is escaping abroad?

Virgilio Barco Vargas: At first, our forelgn debt as a whole was not excessive.
But our desperate and largely failed attempts to retain the reserves in foreign




currency led us deeper into debt. Now, the government wants to replace the
debt with foreign and domestic investment. The program should consist of
setting preferences and attainable goals, and the intention of countering

the recessive forces with expansive forces. Only when we have restored profi-
tability, security and confidence shall we be able to expect a return of the
capital flow.

ESTRATEGIA: In a government headed by you, what strategy would be used to
resolve the external curb on economic growth?

Virgilio Barco Vargas: An exclusively exchange therapy is not sufficient to
extricate the country from the external dilemma. The Colombian economy must
necessarily be committed to a daring export policy, not only as an appropriate
and expeditious means for resolving a cyclical imbalance in its external sector,
but also as an efficient course of action; and this is perhaps the most important
feature for achieving massive generation of employment. In our opinion, the
country should not count of coal and oil becoming an energy prosperity that
will solve the external problem for a few more years. Hence, it is essential
to refine the tools for promoting exports and seek a presence on the interna-
tional markets based more on our comparative advantages than on fleeting, expen-
sive subsidies, without neglecting optimal development of the port and trans-
portation infrastructures.

As for reactivation, I would like to add that, not only shall I not base my
policy on the exporting sector, but I shall also attempt to make use of the
great latent demand that exists in the construction sector. As in other areas,
the present government has talked a great deal about this, but the deeds are
not in keeping with the words. With the exception of a brief period in 1983,
the area approved with construction permits has been declining. 1In Bogota,

for the first 2 months of this year, there was a 32 percent reduction from

the figure during the same period last year. Owing to burdensome restrictionms,
the credit agencies, such as the savings and loan corporations, have an excess
of applications which they cannot deal with and, at the same time, excess funds
which they cannot disburse.

Fiscal Problems

ESTRATEGIA: What is your diagnosis of the fiscal situation, and what would your
medicine be for putting an end to the current fiscal deficit problem?

Virgilio Barco Vargas: The problems in this area are interrelated also. Too
much government spending in comparison with the amounts collected increases

the demand in monetary terms. In addition, when this excessive spending occurs
simultaneously with the flight of capital, with a lack of foreign investment,
and hence absorbs the private savings that should be directed toward local
investments, the deficit becomes a recessive factor. In fact, this leads to

the necessity for issuing excessive money, prices rising despite the depression
and unemployment and an increase in the difference between the internal and
external value of the peso, making exports less competitive. Therefore, instead
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of having exports and construction help to reduce the recession and create
employment, an impetus is given to the inflationary process and to unemployment.

I don't think that the fiscal deficit can be eliminated in an isolated manner,
when we are in the midst of a recession. This must be part of a general program.
There is no doubt that some expenses are less important than others, and that
tax evasion is widespread. When more than half the government revenue has a
specific destination and is beyond the government's control, and when a large
portion of the spending, such as the military, that for the justice system and
the debt service, cannot be cut, there is but little maneuvering room. This
doesn't mean that we have to lean toward new taxes, but rather improve tax
control mechanisms and prevent the deficit from increasing as a proportion of
the national income, while measures are adopted to stimulate production and

to restore the country's economic health. When mention is made of not estab-
lishing more taxes, it means that the transfer of funds from the private to

the public sector may already be saturated; but it doesn't mean that a restruc-
turing or adjustment, even of rates, is not or should not be made in the tax
system, seeking more yield, more tax justice and greater savings in the amounts
collected.

ESTRATEGIA: Would you agree with the need to cut spending, despite the fact
that such a policy entails higher unemployment rates? ‘

Virgilio Barco Vargas: There is no question that the state's efficiency could
increase. In this respect, we are still considerably behind the developed
countries. In the United States, for example, the office of the budget comes
under the direct jurisdiction of the president, and to show its importance, its
name is the "Bureau of Administration and the Budget." It is significant that
administration has been put first.

Moreover, a major impetus for exports would make it possible to undertake
action to cut the deficit without increasing unemployment. A basic mistake
of the present government has been concentrating all its effort on an attempt
to cut the deficit and procure more loans, without doing anything effective
to stop the hemorrhage represented by the flight of capital. Furthermore,

it encouraged that flight with its mistaken exchange policy and its lack of
action to prevent the prevalence of the conditions which have created more
and more insecurity in the country.

Monetary Policy and Inflation

ESTRATEGIA: What general guidelines do you consider fitting for directing the
monetary policy during the next 4 years?

Virgilio Barco Vargas: Colombia must return to the notion of sound money as

a fundamental part of its monetary policy. This means putting an end to the
inflationary issues,whether to conceal the poor administration of public
entities or to compensate for the lack of control in tax collectioms, or to
engage in salvage operations for the inefficient private sector. Also, and

as a foundation of a monetary policy healthy for the economy, we must institu-
tionalize the notion of autonomy in monetary management, taking authoritative
‘opinions from years ago which recommended a restructuring of the Monetary ’
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Board in which promotion sectors would not even righteously exert pressure for
sectorial monetary measures, to the detriment of the general policy. It is
also necessary to restore to the Bank of the Republic its technical capacity
and the high level that it has traditionally had, all for the sake of a sound
monetary discipline.

ESTRATEGIA: After a considerable reduction in the inflation levels during

1983, 1984 and thus far this year, one perceives a heightening of the upward
pressure on prices.  In view of this problem, what should the next government's
policy be? 1In the event that the dilemma should crop up between greater
employment with rising prices or less inflation but with unemployment, what
priority should predominate in devising the economic policy?

Virgilio Barco Vargas: The present government has not had a consistent monetary
policy. The heavy losses of reserves led to long periods of shrinkage. The
loans from the Bank of the Republic to the government caused short increments
in money issues. When this happened, the money issue was rather a result of
other policies, a result of the lack thereof. Hence, with the exception of

a brief period, there has been little control of inflation. During the first
quarter of 1985, the inflation rate was equivalent to nearly 40 percent per year,
the highest in many years. Thus, the only economic accomplishment of the
present government, namely, the reduction in the inflation rate, was lost. At
the same time, unemployment increased. Neither the Monetary Fund nor the World
Bank, and behind them the international banking community, demands price
stability overnight. But they do request some indication that the overall
policy will be accompanied by a gradual cut in the inflation rate. I agree
with that policy. And, in addition to the alternative which you mention, I
would go so far as to think that an increase in employment and a reduction

in the inflation rate could be achieved simultaneously. As I have already
stated, inflation must not be combated at the cost of human labor.

[17 Jun 85 p 8C]

[Text] The greatest promise of expansion for Colombian agriculture lies in
exports, claimed the Liberal pre-candidate for the presidency, Virgilio Barco
Vargas.

He also stated that he thinks that no one nowadays would dispute the necessity
and feasibility of giving an impetus to industrialization as part of the
economic development process; while wondering how to make industry play a role
that will contribute to growth in the most efficient manner, which would be
least costly for the country and more fitting both for consumers and workers.

The former minister of public works and former mayor of Bogota discussed these
and other topics of national interest in the interview granted to the magazine
ESTRATEGIA, the first part of which we published yesterday.

Below, we present the second installment of the interview:
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:Agricultural—Livestock Sector

ESTRATEGIA: Should the role of agriculture over the next few years continue
to be tied to the role assigned it within the ECLA [Economic Commission for
Latin America] system or, on the contrary, should the model be redefined in
favor of a leading participation of agriculture and agro-industry in economic
development? ESTRATEGIA recently noted that an appropriate response to the
problems of unemployment and hunger in Colombia might be the structural rede-
finition of public spending directed toward the stimulation of the demand for
agricultural-livestock -goods. What would your opinion of this proposal be?

Virgilio Bargo Vargas: I don't agree with the assertion that the deplorable
condition of agriculture is due to policies which benefit industry, despite
what has been claimed by ECLA. In response to that, it would suffice to call
attention to the deplorable condition of industry. Both sectors depend on

the existence of a prosperous, growing economy; and, as I stressed previously,
the key areas for fostering growth are those of exports and construction; areas
wherein there is still an effective demand. The greatest promise of expansion
for Colombian agriculture lies in exports. With the exception of coffee, the
expansion that would have few repercussions on market prices would stimulate

a great demand for Colombian farm products, as well as an increase in exports
of industrial products. I repeat, it is a matter of our becoming more compe-
titive again. Great progress has been and is being made in agricultural
productivity in the world. We can take advantage of it, but for this purpose
we must be more competitive, stimulate the demand and ensure greater partici-
pation in the market. On the other hand, the increased productivity in agri-
culture must be accompanied by employment opportunities in other areas and other
places for some members of the farming families. The goal is not employment
on the subsistence level, but rather to ensure better income and more employ-
ment opportunities for the people in rural areas.

The agricultural-livestocksector plays a critical role, both because of its
role as a supplier of basic consumer goods and because of its contribution

to economic growth. Hence, the goals of a policy for the rural sector are to
ensure that, over the medium and long term, agricultural and livestock produc-
tion will attain steady levels of growth, so that economic development will not
be curtailed because of insufficient agricultural-livestock exports, or the
nutrition of Colombians will not suffer from deficiencies in the food supply.

For this purpose there must be a coordination of the goals of the macroeconomic
policy with the devising of specific strategies in the areas and products whose
domestic and foreign market conditions deserve this. We must not sacrifice the
_competititve status of agricultural and livestock products abroad through an
over-valuation of the peso. In other words, a goal consistent with the great
challenge of exporting more and producing increased volumes of food is that of
maintaining the real exchange rate at levels that will protect the presence of
our agricultural and livestock products on the international market.

The government's policy associated with the promotion of agricultural-livestock
exports will necessarily constitute a mainstayin the overall economic policy.
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To stimulate and stabilize the presence of the products from Colombian agricul-
tural and livestock supplies on the international market, we have proposed the
creation of price stabilization funds for certain exportable products, which
would have to be financed in conjunction with the producers. If we guarantee
the native producer who is taking the risk of exporting a stable, fitting
price for his products, we are thereby creating the conditions to stimulate

a strong exporting segment within the agricultural-livestock sector,

Agricultural-livestock credit, especially that allocated for investment, is an
effective tool for achieving positive effects on production and investment in
Colombian agriculture. But, unfortunately, not all the credit is used for what
it should be used for, and not all those with access to it are the ones who
really need it most. Hence we propose a financial policy for the farming

area that would significantly increase, in both amounts and facilities, access
to agricultural-livestock credit on the part of the traditional agriculture and,
through a realistic handling of interest rates, streamline the use and destina-
tion of the financing for commercial agriculture.

Concurrently, the state cannot continue to allow those who embark on the risky
task of raising their productivity and improving their production to find
themselves rewarded with bankruptcy or a reduction in their real income. The
lack of a policy on demand, accompanied by bottlenecks in distribution, must
be overcome, to prevent the destructive cycles which thwart innovation and
productivity. These are unavoidable goals in a Liberal strategy for agri-
culture.

Industrial Sector

ESTRATEGIA: In your opinion, has the time come to redefine the model of indus-
trialization and the manufacturing sector's role in the development strategy?
What would be the guidelines of an industrial policy for the coming years?
Does a model of industrialization of the type observed in Southeast Asia,
whose production is essentially directed toward the foreign market, have any
viability in Colombia?

Virgilio Barco Vargas: I don't think that anyone today would dispute the feasi-
bility and necessity for giving an impetus to industrialization as part of the
economic development process. The question should be, rather, how to make
industry play a role that will contribute to growth in the most efficient manner,
which would be least costly for the country and more fitting both for consumers
and workers.,

In this connection, there is not the slightest doubt that certain features of
the experience of economic development in certain Southeast Asian countries
deserve to be studied in detail. It would certainly not be possible nor
desirable to adopt each and every one of the elements from that experience.
But I do think that this model contains several lessons that could be used
successfully to solve the economic problems in our area.

One of the major lessons inferred from the economic performance of Southeast
Asia is that choosing between substitution of imports and promotion of e%ports
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is not imperative. What is involved is rather, and in both instances, giving
an efficient impetus to exports and progressing efficiently along the path of
substituting for imports. Instead of succumbing to dogmatic or ideological
discussions about foreign trade policy, the country requires, rather a pragmat--
ic solution that will enable it to develop the exporting sector simultaneously
with production for domestic consumption, as it managed to do for several years
starting in 1967, when the Exchange Statute was issued.

Financial Policy

ESTRATEGIA: To which of these two goals do you think priority should be given
in a financial policy for the next few years: democratization or capitaliza-
tion? And why? 1In your opinion, should the state assume greater direct control
over the financial intermediaries?

Virgili Barco Vargas: I am not sure that by posing the dilemma of 'democrati-
zation versus capitalization" the issue is covered suitably. Our main interest
is that the companies be efficient. Even in the United States and Europe, there
are still large private or family businesses which are rather efficient;
although the enormous size of the market has forced many of them to become
public firms. 1In order to ward off scandals which occurred 2 or more years ago,
my government will place greater confidence in improving the regulation mechan-
isms, particylarly those of the Banking Superintendency, and of the Securities
Commission and Associations.

The financial crisis has proven that what has failed is the state's desire to
exercise the supervisory and disciplinary authority by properly using the legal
tools at its disposal. So, it is not a matter of whether or not there is a
capacity for intervention, but rather whether the government has the desire

and the capacity for exercising it suitably. In this respect, it should be
made clear that my government will not hesitate to efficiently apply the mechan-
isms at its disposal to guarantee the savings of Colonbians and cautious,

proper management of the financial system.

An erroneous diagnosis has led the present administration into erratic,
policing policies toward the financial sector, which have caused confusion,
weakened the institutions and, more recently, forced the government to encumber
funds for sizable rescue operations. I consider the present strategy of
indiscriminately transferring to the state sector financial or productive
institutions which have performed their functions in the area of the private
sector to be unfeasible. We cannot saturate the economic and administrative
capacity of the public sector by turning over to it the rubble and mishaps
of the private sector. At the same time, it seems to me to be essential for
the state regulatory institutions, particularly in the financial sector, to
exercise discipline and penalize without second thoughts the abuses committed
by entities which depend on the public's confidence. The therapy of control
for the financial sector should be preventive and not traumatically remedial.

ESTRATEGIA: It is acknowledged at present that, to solve the problem of the
financial sector's weakness in holdings, there must be an easing of the situa-
tion of the business firms with liabilities owed to banks. Would you be willing
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to back those business firms financially, with subsidies or in some other way,
and allow the original stockholders who led them into chaos to be the main
beneficiaries? What would your strategy be for reducing the interest rates
on the national financial market or would you, on the contrary, allow the
market to continue operating freely?

Virgilio Barco Vargas: The defense of private enterprise in productive and
financial activity implies that the owners of the business firms are aware
that it is impossible to invoke defense of private enterprise to demand that
the state socialize the losses caused by poor administration. The cost of

a system which agrees that profits are repayment for business success is
precisely the risk of incurring losses as a result of a poor administration.

In a free enterprise system, these two possibilities, sides of the same coin,
cannot be separated. Hence, I deem it essential for the state to intervene
for the protection of the savers and depositers in the financial system. But
the strengthening and capital formation of the institutions must be inspired
by general regulations and criteria based on equity.

I think that the part of the question associated with the interest rate is

more closely related to the external sector; because much of the inflexibility
has resulted from the flight of capital. After all, what enabled the United
States to finance its recovery was the entry of capital. Together with an
austere monetary policy and a reduction in the interest rate, that entry of
capital also made it possible to finance the large deficit. There is no doubt
that the same combination of circumstances would bring similar results in
Colombia. But, in any event, in this area we must restore profitability and
security, and improve the administration and authority of the regulatory agencies
in the financial area.

State Intervention in the Economy and Privatization

ESTRATEGIA: In your opinion, has the time come in Colombia for dismantling
or increasing the state's participation in the orientation of the economic
processes? What should the role of private enterprise be, and what should
that of the government be in economic development?

Virgilio Barco Vargas: I don't think that questions and answers of a general
nature would be useful in this realm. Some work could be done by the state

in the best fashion, and other work could be done by private enterprise. Of
course, there are instances that we could put on the borderline, and that must
be analyzed individually. TFor a considerable period of time, in most of the
developing countries there was a tendency to increase state intervention.
During recent years, the tendency has been in the other direction, even in
countries like the People's Republic of China. The exception, in Colombia,
has not been due so much to ideological reasons as to the force of circumstanc-
es; because there have been bankruptcies generated by pressure from the
recession. Our experience with the state's operations has not been very
satisfactory, and I think that when prosperity and growth are recovered we
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should. make a reassessment of the administration and the ownership of some
of the companies which the state was recently forced to acquire. Ownership
and operation are one thing, and control and regulation are something else.
Every case must be studied individually.

Benefactor State and Labor Legislation

ESTRATEGIA: In articles that have appeared recently, it has been stated that
the Keynesian model which has, roughly, guided the development of capitalism
since the 1930's, has embarked on a crisis. The clearest symptom of that
crisis appears to be the state's lack of capacity for continued maintenance and
increase in the levels of social assistance and social security for the working
sectors, without causing fiscal crises and inflationary imbalances. Do you
think that, in the case of Colombia, it has become necessary to reduce the
meager levels of social protection currently guranteeed by the state and the
labor legislation? Do you believe that the revitalization of the economy
demands the elimination of any of the workers' benefits, such as the retroac-
tive status of pensions?

Virgilio Barco Vargas: In connection with this topic, I feel a little hesitant
about dealing with complex situations with the use of general assertions. Our
goals must be set, as I attempted to do at the outset, in accordance with our
preferences. When there are a million people unemployed in a country in which
the subsidy for the unemployed is non-existent, our first priority must be that
of reestablishing growth and providing work in large volumes. As T would
estimate the preferences at the present time, I would assign, together with the
employment strategy, that of reestablishing growth in first place. There are
other priorities in the areas of health and education, as well as the necessary
assistance to individuals who cannot work. In the case of those who can do so,
I would spare no effort in ensuring them jobs.

I am particularly concerned about the thousands of university graduates who have
received their degrees, but still lack experience, and who are swelling the ranks
of the unemployed year after year.

of course, we cannot hope to have a total reorganlzatlon of social benefits.

To some exptent people have constructed their lives on the basis of the expecta-
tions regarding their rights, privileges and benefits inherited from the past,
and these expectations must be upheld. What I am suggesting is that the
present emergency, and no one should doubt that it is an emergency, requires

a reorganization of our priorities and a reorientation of the social benefits,
among which I include employment, toward those who need it most.

Some people have criticized me for saying that we need positive results more
than promises. I would like to illustrate very simply what this means, with
examples taken from comments by. President Betancur: No Colombian government
in modern times has talked more about sovereignty and, at the same time,
requested more assistance from others; none has promised not. to raise taxes
and, at the same time, increased them constantly; none has talked more about
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construction as a reactivating sector and, at the same time, drastically reduced
the spending on building; none has talked more about peace and, at the same
time, had to confront major violence; none has talked more about social
benefits and, at the same time, allowed over a million persons to remain
unemployed while it encourages the flight of capital on the part of the more
privileged classes with its exchange policy. What has been more important in
all this: the words or the deeds?

2909
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COLOMBIA

EX-PRESIDENT URGES CREATION OF COAL RESEARCH CENTER
Bogota EL SIGLO in Spanish 23 Jun 85 p 3
[Speech by former President Pastrana at Cartagena University on 21 June]

[Excerpt] Today, as this renowned center of learning bestows upon me the
honor of making me a member of its academic community, I thought it would be

a suitable occasion for expressing my thoughts and reflecting upon a subject
of incalculable importance for this vast Atlantic region of the national
territory: the role of its natural resources as a driving force in its devel-
opment objectives.

The progress of nations is determined to a large extent by the combination of
the possibilities offered by nature and the action of its people in making
rational use of those resources to achieve higher levels of personal or col-
lective well-being. Here, in these vast plains of our homeland, whose northern
shores are formed and framed by the turbulent Caribbean Sea, the conditions
exist making it possible to convert this promising area into the natural
theater of a far-reaching economic and social transformation.

In this territory, geography, nature and man as the protagonist constitute
a trilogy of immense possibilities.

Its subsoil abounds in energy resources. TIts fertile soil generously provides
food; its hydrography is fit for multiple purposes. The region's vast plains
yield abundantly for a wide-ranging economy and its bays and rivers lend
themselves perfectly to our port facilities. Our country's geographic location
provides access to foreign markets. If anything should be lacking in this
overwhelming catalogue of possibilities, weé would have the creative imagination
and recognized civic spirit of the people. It is not an exaggeration to say
that this sphere contains all the pieces of that complex puzzle of development
ready to be put together to form an edifying whole,

It is naturally essential that these comparative advantages of nature be used
for the logical objectives that one can project with them. It would be an im-~
pardonable sin to casually squander this singular set of natural resources.
Rather, one must plan without delay for their development and transformation
so that they may serve as a basis for breaking down the walls of backwardness
and make the leap toward an ambitious change marking a more dynamic and better
course to progress. ''Every path, no matter how long, requires that the first
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steps be taken," said Mao, the Chinese leader of the Great March, with his
Oriental wisdom. In our case, that first step or steps means clearly defining
our objectives so as to launch a series of basic activities based on which the
expanding waves of development may reach every corner and the largest possible
number of people.

Energy-Mining Sector

It is the energy and mining sector, the main driving force, which in the con-
temporary world has become the decisive factor of sustained economic develop-
ment. Consequently, without exaggeration one can say that the Atlantic Coast
presents exceptional prospects for giving life to a whole series of projects
that would increase the added value of basic mining activities. With the use
of advanced technologies and with the prime objective of exportation, large~
scale mining is one of the main efforts that will lead to major increases

in production and employment, along with substantial increases in government
revenue and foreign trade. However, these advantageous and positive effects
of mining activity in itself must be complemented with action in the industrial
field aimed at converting these existing resources into marufactured goods.
Natural gas, coal, salt and other products are raw materials used to make
jndustrial products whose sales value far exceeds their price on both domestic
and international markets. Having established the proportion in which some of
these products are to be used as fuel or for conventional purposes, we must
then clearly define an overall policy based on what some would call "the most
noble use" of these resources, a concept used to designate the increase in
commercial value based on the transformation of raw materials into articles
produced using them.

In the specific case of natural gas, there has been talk for some time of its
industrial conversion. Starting with the discovery of the major deposits at
Chuchupa and Ballenas in 1973, during the administration I headed and which
was the first successful attempt at partnership contracts in the country, we
emphasized the need to give the important deposits on our maritime shelf of
the Guajira Peninsula increasingly efficient development. The first decision
made along those lines was the use of gas as the energy source in thermal power
plants on the Atlantic Coast, most of which had been using petroleum deriva-
tives. This put them at a disadvantage in competition with industry located
on this fringe of our territory. The decision helped free fuel oil surpluses
for export, which in turn was reflected in a compensatory way in our high
tills for imported crude. Likewise, it was not long in being used for indus-
trial processes and domestic applicaticns. Despite this growing use, the
Guajira fields, with reserves totaling some 5 billion cubic feet and with a
current rate of production of some 220 million cubic feet a day, would be used
for another 40 years without running out. Since it is technically feasible to
increase producticn to double the current rate, even SO and without any new
discoveries, the Guajira reserves would still suffice to meet national demand
for 25 more years.

There are a number of projects for which the technical and financial feasibil-
ity studies have already been completed, making the transformation of gas a
wide~ranging policy.



It is worthwhile to single out the ammonia and urea complex and the compound
fertilizer plant, for these products will become every more scarce as the
industrialized countries move toward the so-called technological revolution,
That revolution requires more and more capital and intelligence and such pro-
ducts will gradually be restricted, turning into the object of sustained

demand and an inadequate supply. Based on our limited capital resources, I
believe it is proper to place simple and compound fertilizers on a prime level,
not only because of the savings they mean and the revenue they could originate
or even the uses generated, but because of the technological support that would
thus be given to the agricultural sector in a country characterized by low
levels and low rates of growth in the use of fertilizer for its needy soils.

We cannot waste any more time arguing about whether such industries should

be national, private or joint ventures and if, in the desirable event that

the doors should be opened to the private sector, it is indispensable to
define matters leading to the establishment of the price of gas, the essential
foundation of this urgent industrial complex. I have heard from the lips of
our ambassadors recently returning that foreign groups with experience in this
sector have made serious proposals for financing whose amortization would not
be in the form of money, but by placing the final product on their markets.

The foregoing are all preliminary, urgent definitions that would make it
possible to get beyond the frustrating outline of things that we enthusiasti-
cally say must be done but which, due to laziness, do not get done. If we do
not want other nations to take advantage of us -- as they are already doing --
then it is necessary to dust off investment programs left on the shelves of
good intentions for years, programs subject to interminable studies and concern-
ing which the people of the Coast must be tired of hearing repeated in succes-
sive forums and discussions. Prospects of development do not depend so much on
the amount of natural resources we have as they do the prompt and efficient use
made of them. Otherwise, we have a modern version of the old fatle of the man
in rags sleeping on the vein of gold. It is a sad but instructive example to
look at the order given by President Manuel Murillo Toro in October 1865 con~
cerning the exploration of the Cerrejon mines, which only came to fruition a
century later when, in 1970, as governor, I once again ordered the IFI [Indus-
trial Development Institute] to begin the exploration and ‘development of that
dormant  resource,

Coal Picture

With respect to coal, I shall try not to dwell on those aspects already known
to everyone, in order to focus on others of significance within the central
argument that constitutes the main substance of this address. One of them has
to do with the possibility of combining the coal of the Coast with that of the
interior in order to obtain metallurgical coke, a raw material essential to the
iron and steel industry. Given the fact that this type of coal is singularly
sought-after on international markets, since it is of exceeding value, it is
not a dream to:think about setting up a plant on this coast in order to export
metallurgical coke to foreign markets and obtain in return the coal by-products
that we now import. It would be worth the trouble to pick up the thread lost
for years and promote the plan of a major steel plant on the Atlantic Coast.

I say take up the thread because 25 years ago, it was my task to promote this




plan involving national capital and foreign technology and that had a credit
of $25 million at that time from the Export Bank of the United States.

This project, like so many others that were proposed to calm the subsequent
anger of the region, ended up collecting dust in Planning, without the reasons
for such an unusual decision ever being given. It is sad to think, after a
quarter of a century, about the poor burial given to such a formidable under-
taking. But its justification is still very much alive and perhaps even
greater now, because it would not only meet the needs of the region, but the
latent demand of nearby foreign markets as well. If we again allow this
opportunity to industrialize our coal to pass us by, third countries will do so
and, what is even more unfortunate, will do so with our own coal. As in the
past, others will benefit from the resources of our subsoil.

Coal Chemistry

Coal chemistry is a phrase which, like data processing, some politicians and
many commentators in the nedia who go around with their watches slow identify

as something of the next century, forgetting that it is already a universal

part of modern reality. To continue with the attitude of viewing it as a

remote possibility implies more time lost, time difficult to regain, and allow-
ing our indifference to stand in the way of a new means of modifying the wornout
terminals of our moldy industrial process. The coal of our coast not only
exists in abundance, but is also excellent in terms of quality, which makes it
highly sought-after on foreign markets and turns it into a select mineral for
the extraction of those thousands of by-products that make up the rich fabric

of the coal chemistry sector, whose development would make it possible to obtain
a more integrated development of that resource which is scattered along nearly
the entire northern coast. Nor can we lag behind, solely fulfilling our role

of exporting raw materials so that others may process them and turn them into
manufactured products.

Tt has been correctly stated that coal is a bridge fuel in this era of transi-
tion from the cheap energy of the past to the costly energy of today and the
future. But whatever its relative importance in the whole picture of energy
sources in the years to come -- and my view is that it will be noteworthy --
coal will be called upon to play a prime role as a basic consumable expenditure
in a variety of products for which there is a broad and stable demand.

Thinking Big

It is precisely the possibility of being used as a fuel and also as a raw
material that makes coal a resource that must now be taken into account in any
development strategy. These two uses do not have to be exclusive, but rather,
complementary alternatives, especially in this region, where prime quality
coal is abundant. Large-scale mining, with a whole support infrastructure and
plans for exportation, in itself creates favorable circumstances for breathing
new life into the will for regional progress. But I emphasize that it is a
resource that must be fully developed. With the Cerrejon project, the country
for the first time thought in large-scale terms: Its investment of $3.5 bil-
lion could not have been conceived or even dreamed of in the recent past. The
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most difficult part is over. Now we cannot allow ourselves to be frightened
by the false siren songs of pessimism which, for circumstantial and -eminently
transitory reasons, begin to impose cuts in the ambitious goals defined. We
must maintain our goal of exporting 50 million tons by the end of the century,
rectifying costs and starting now to explore the mechanisms which other coun-
tries, under unfavorable conditions because of domestic reasons -- as in the
case of South Africa -- have developed with an aggressive policy of marketing
the mineral. All this must be part of an.overall policy that requires that
we increase the low domestic consumption of the present and the industrial
transformation of which I have spoken, ensuring that our coal sector will in
the future be less vulnerable to the contingencies of international markets.

Coal Research Center

An undertaking of such broad scope must be given the necessary impetus by
setting up a coal research center, as conceived by countries possessing that
resource. It should function in connection with the coastal ‘universities so
that by acting in a coordinated fashion, they may play the role of dynamic
driving forces of regional development. Nothing can be achieved if we do not
train human resources in all areas related to mining, from exploration and
development techniques to scientific research and training in the international
market in order to successfully compete with those having greater experience.
We must not only have specialists, but also personnel trained in the interme-
diate fields and skilled work. The lesson learned from the recent boom in
Southeast Asia is that every test in the industrial process requires coordina-
tion of the natural resource with the trained mind of man who uses and trans-
forms it.

Hydraulic Resources

Within the energy picture, the Atlantic Coast has in gas and coal two precious
fuels for generating electric power thrcugh thermal generating stations, but
whose operating costs are relatively high, with the resulting effect on rates.
It is consequently advisable and proper to diversify the generation of energy
so that one has a reliable supply, either through connections with the interior
or through the promotion of sources existing in that same region.

Urra: Development Pole of Northern Coast

One of the few projects with immense potential in the area for generating

‘electricity using hydrulic turbines is the Urra project in Alto Sinu. I share

the frustration of that lovely area of Colombia, watching that hydroelectric
power plant whose completion would open the doors wide to progress for the
Atlantic Coast, has been subjected to postponements difficult to explain.
Contradictory decisions have so complicated the fate of the project that we
are now facing a tangled web of confusion.

Like the biological cycle, hydroelectric plants have their gestation process
~in successive stages and Urra has rigorously responded to them ever since my

government contracted for the technical and financial feasibility studies,
studies that came to the unequivocal conclusion of its imperious need in order
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to meet our nation's rising electric power needs. What is more, its water

and therefore energy storage capacity has been considered suitable with respect
to concern about the precarious existing reserves. Consequently, it is incom-
prehensible that a project underway, catalogued as having priority in the
different public investment plans in recent decades, should suddenly cease
having priority and almost by magic become ''one of the obligations not fully
justified" and for which the country is not in a position to contract addi-~
tional foreign credits for completion. Forgetting about the vanity of being

a project which during my administration was one of the elements aimed at
modifying the fate of this neglected area of the nation, the truth is that we
are suspending a project whose viability has never been debated, inasmuch as
its viability is fully established, unless with a mere value judgment one would
attempt to doubt the reliability of studies done by prestigious Colombian
engineering firms and international consultants.

In recent times, the aforementioned Urra project has not been lucky and its
feasibility has been subjected to casual debate motivated from the outside
through capital communications media. the refuge of archaic centralism standing
in the way of the just aspirations of the provinces. This was the case of the
debate over environmental implications, with surprising contradictions put
forth by ecologists or reporters who, with unusual fanaticism, make "irrational
use" of the concepts of that science which. in contrast, embodies the use of
reason as a means of arriving at a harmonious balance between human beings and
nature. In response, it was possible to show with ample arguments that the
alleged impacts of the dams on the environment have been duly analyzed and

are technically manageable. It is obvious that in a long-range project,
matters relating to nature that serves as a framework must be faced gradvally,
as INDERENA [Institute for Development of Renewable Natural Resources] has
authoritatively recognized.

Successfully culminating this long debate., its opponents did not let down their
guard, but rather, shifted it to the mysterious area of financial decisions and
without solid arguments. Urra, which for 14 years had become the hope and
dream of the northern coast, was stricken from the list of projects essential
to the future of the nation.

It was precisely in order to avoid such capricious personal decisions relating
to national priorities that the two parties resolved to institute planning,
removing government investments from immediate, short-term considerations

and placing them in a more long-term perspective. Planning, by virtue of its
very nature, almost its political being, considers long-range reasons and
trends, generally removed from transitory phenomena. For that reason, it is
surprising that there should be any violation of these criteria in halting

a project, throwing away quantities of resources already invested simply be-
cause of a drop in electricity consumption over a period of months.

What if a similar attitude were adopted over the Cerrejon project because of

a temporary drop in coal prices? Or if oil exploration were halted because of
current drops in the price of crude on international markets or the pessimistic
views recently expressed by Ahmed Yamani, Saudi Arabian minister of petroleum?
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Abnormal Periods

One cannot ignore the fact that because of the economic recession, which is a
universal evil, the world economy is going through an abnormal, atypical
period, one that is essentially transitory with respect to demand, which cannot
be anticipated as the constant trend of the next 15 years, This is especially
true in a deweloping country, where the increase in electricity constitutes

the great challenge, because if Lenin, at the beginning of the October 1917
Revolution, looking at Russia's future, exclaimed, "The Soviet is communism

and electricity," in a country such as ours, it could well be said that

it is "democracy and electricity." Furthermore, it is a little ironic to

speak of the disproportion of the electrical sector if one simultaneously

has rationing because of inadequate energy reserves! There is definitely no
cure for those who see only in short-range terms and who never see the woods
for the trees and for those who, in this case, electricity, like air, is only
important when there is not enocugh and who then immediately blame the govern-
ment officials who have to face the bitter reality in the future. Blackouts
disrupt many activities, but the serious aspect is the economic and social cost
of rationing. The experts maintain that a kilowatt-hour rationed in a develop-
ing country can mean up to 40 times the cost of producing it!

Urra cannot simply be viewed as a valuable source of electricity for the entire
nation and because of the prospect.of lower rates for the Coast. It is more:

a driving force of regional progress that entails access roads, highways, land
development, irrigation, the collective welfare, breaking the Gordian knot of
poverty and backwardness in areas drowning for centuries in deep neglect.

We can scarcely condemn to physical, much less economic and social, abandonment
a group of settlers for whom this project is perhaps the last chance to modify
the somber routine of their existence. Urra has quite rightly been considered
on the northern coast as the talisman of illusions, destined to contradict the
ill-fated prediction of Aureliano Buendia:; showing that the stock condemned

to 100 years of solitude can have an opportunity in the land they love and
inhabit. "Everything can be taken away, even food, but what is not possible

at the close of this century of technology is to subject a human being to

the doom of endless darkness," to quote an American senator speaking at a
recent symposium on the electrical future of mankind.

Conciliation of Soils and Water

Another of the fronts that deserves special attention from the government is
the soil and water of the Atlantic Coast. We must seek above all to reconcile
the two resources by proper technical regulation avoiding excesses or shortages
of water over vast areas of land. The current handling of soils is not suita-
ble, either qualitatively or quantitatively, for the potential offered by that
vital resource. There is a manifest contrast between the small area used for
agricultural purposes and that devoted to livestock raising. In both cases,
the low per-hectare yields are disappointing, mainly due to the limited effort
aimed at soil programs and the limited application of modern methods of tech-
nology. The production of food is clearly inferior to existing possibilities,
meaning that we commit the absurdity of importing products such as soybeans,
corn, produce, sugar cane, and so on, which could be grown on this land. One




could easily achieve higher productivity of areas devoted to livestock raising,
which would in turn make it possible to incorporate countless hectares now
used for that purpose for the agricultural process. With the agricultural
possibilities expanded, the increase in production would be accompanied by the
creation of better paying jobs.

Within the framework of an innovative strategy, it is essential to make proper
use of water, which in this context means distributing and regulating it in
time and space. Much could be accomplished in the realm of converting to
productive activity thousands of hectares now unused because of the flooding:
1.7 million lost on the shores of the Magdalena, Cauca, Cesar, San Jorge and
Sinu rivers on the Atlantic Coast alone, without counting the 380,000 covered
by marshland.

In this vast area of fertile but unproductive land, the most formidable export
structure could be set up. In a world whose population will increase by over
2 billion during the remainder of this century, 2 world in which the potential
of exhausting resources is already alarming, food has become a strategic weapon
of such magnitude that observers congider that it is what truly grants pre-
eminence to the United States in the current polarization of mankind. To

use modern technology in, modernize and therefore diversify the agricultural
sector of this immense Colombian Caribbean plain is to follow the logical path
of the advantages of nature in order to pull the region out of its backward-
ness. Just as I stated concerning the energy and mining sectors, it is essen-
tial to make the most of agricultural production and fishing by means of the
creation of agroindustries, which on a competitive, protected international
market have become an instrument for penetrating poor countries, even on the
most advanced and sophisticated markets. We must deal with the industrialized
countries that have a rapidly evolving and costly technology, in the sphere

of the new industrialization, which forces undeveloped nations to embark upon
a policy of returning to the land where their destiny lies.

There are many aspects related to the topic I have chosen, one that possibly
does not correspond to the tradition of this solemn act, in which the honored
recipients of the title so generously bestowed upon me, prefer to scrutinize
the mysteries of academic humanism. I believe that those of us who hold
supreme responsibilities in the nation must always establish dialogue, whenever
the opportunity is provided, on this humanism related to the daily life of

the people and regions of our country, their frustrations and their hopes.

Because of obvious limitations of time, which I have exceeded, I have had to
concentrate on only a few facets of that great polyhedron of possibilities with
which nature has splendidly endowed this northern territory of our geographical
map, but which has for the most part lethargically awaited the hand of man and
government action. Colombia has over 2,500 kilometers of coastline and yet,
its spirit is dominated by a closed Mediterranean mentality, perhaps, as has
been repeated so many times, because of having been one of the few nations in
the New World whose capital was founded far from the sea and with the separat-
ing barrier of the Andean Cordillera. We must change that closed mentality and
project it toward the clear line of horizon of its seas. I have just observed
it in a visit I made to the famous Epcot Center, in response to a cordial
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invitation extended to me by the director of the University of Arizona Agri-
cultural Experimental Station, but I have also observed it, not as mere labora-
tory tests, but as development in full production in the Middle East and the
American southeast. Farm crops are grown in desert areas with irrigation --
who would have believed it! —- using water from the sea. And exuberant har-
vests come plants rich in protein and oil such as soybeans. Our Guajira,

that of the '"'sand moon," could be a part of that miracle of modern times:
making the desert green.

The Coast is not the last frontier of Colombia. It is the point of departure
for a frontier bordering on the new nations of the Caribbean that have re-
cently gained their sovereignty, small in terms of territory and inhabitants,
but large in terms of consumption, bordering also on the Florida of Ponce de
Leon, where once again they speak, think and consume in Spanish!

11,464
CSO: 3348/771
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COLOMBIA

BRIEFS

PETROLEUM INSTITUTE CREATED--Supporting technological development in order to
provide the Colombian oil sector with what it needs to operate will be the
task of the recently created Colombian Petroleum Institute. The organization,
which will come under the Colombian Petroleum Enterprise, will help, according
to its first director, Jorge Bendeck Olivella, reduce technological dependency
on other countries and take advantage of the country's human and technical
resources. [Text] [Bogota EL SIGLO in Spanish 18 Jun 85 p 1] 11,464

COMMISSIONER, INTENDANT APPOINTMENTS ANNOUNCED--In Decree 1631, the National
Government has anmnounced a partial list of commissioner and intendant appoint-
ments: intendant of Putumayo, conservative attorney Jose Salazar Ramirez,
currently commissioner of the Amazon, replacing liberal Alvaro Rodriguez Ron-
cancio; commissioner of the Amazon, liberal attorney Gustavo Navia, replacing
Jose Salazar Ramirez; commissioner of Vaupes, conservative economist Heraclio
Vega Goyeneche, replacing Antonio Velasquez Garcia, conservative. Vega
Goyeneche is the first professional from Vaupes to head that commissionership.
The same decree confirms the appointments of the intendants of Arauca, Casa-
nare and San Andres and Providencia and the commissioners of Guaviare, Guainia
and Vichada. The new commissioner of the Amazon is also a retired captain of
the air force who has held different posts in that region of the country. He
is currently serving as commission adviser, municipal councilman and vice
president of the Amazon Regional Planning and Development Committee. For his
part, Heraclio Vega Goyeneche was born in Cururu, Vaupes, in 1959 and served
as administrative director of local roads in the Department of Meta. He
studied law and the National University. [Text] [Bogota EL SIGLO in Spanish
19 Jun 85 pp 1, 8] 11,464

COLOMBIA-BELGIUM CHAMBER OF COMMERCE--On 30 May, the Colombia-Belgium Chamber
of Commerce was created for the purpose of promoting commercial trade between
the two countries. Jean Bernard Van Hissehoven was named executive director.
The first meeting of the Colombia-Belgium Chamber of Commerce was attended by
the ambassador cf that European country to Colombia, Willy Stevens, and a
number of industrialists from both nations, interested in furthering the al-
ready traditional trade in goods and services between the two communities.

The Chamber board includes the following officers: Jorge Verswyvel, president;
Bernardo Hoyos G., vice president; Erich Van Schendel, secretary; Myriam de
Pestiaux, treasurer; and Jean Bernard Van Hissenhoven, executive director.
Spokesmen included citizens of both countries: Oscar Perez Gutierrez, Gonzalo
Arellano, Jacques Pestiaux, Jean Hendricks, Javaid Ali Kahn, Baudoin De
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‘Wasseige and Calude Lemaire. The purposes of the Chamber include advising

Colombian and Belgian businessmen in the winning of new markets, promoting

the creation of joint ventures, organizing special competitions for informa-
tion on foreign trade, establishing a documentation center, the publication

of information bulletins and the promotion of contacts between circles and
economic guilds in both countries. A high-level professional group will ad-
vise manufacturers and merchants from the two countries in foreign trade and
regulations existing in both. The Colombia-Belgium Chamber of Commerce hopes
in a few months to obtain important results in commercial trade in new sectors
of production. Colombia wants to begin to export tropical fruits and leathers,
while activating the importation of semi-finished products. from Belgium that
would be of great interest and adaptability in Colombia. [Text] [Bogota

EL SIGLO in Spanish 15 Jun 85 p 10] 11,464

INCREASED GRAIN ACREAGES ANNOUNCED--During the first quarter of 1985, the
amount of grain planted throughout Colombia showed a substantial increase,
comparing the first 6 months of the year with the first 6 months of 1984.
Sorghum rose 3.3 percent, going from a total of 105,300 hectares planted last
year to nearly 108,800 during the same period this year, with a production
increase of 12.4 percent. Wheat planted rose from 27,280 to 32,030 hectares
during the first 6 months of this year, a 17.4-percent increase in area
planted. Grain production rose 20.4 percent during the period. Barley
planted increased 22.4 percent, rising from 16,081 hectares during the first
half of 1984 to 19,680 during the first half of 1985. Projected production
will rise by 38.2 percent, according to FENALCE [National Federation of Grain
Growers] predictions. These figures are estimates from FENALCE, based on
reports from agronomists assigned by the organization to the different regions
of the country. Planting and harvest estimates are also supported by data from
crop registries of the ICA [Colombian Agricultural-Livestock Institute], credit
applications with the Agricultural Financial Fund and sales of seed to date.
FENALCE figures compiled by 6 June, when 98 percent of the crops had been
planted, give encouraging results pointing to very good harvests for the com-
ing months. Corn planted to date totals 70,726 hectares for areas with ad- - .
vanced and semi-advanced methods and 302,000 hectares following the traditional
system. The total area will amount to 372,726 hectares. Anticipated produc-
tion is some 179,604 tons of grain from traditional and advanced cultivation
areas. The traditional system should yield a harvest of 296,967 tons.
[Excerpt] [Bogota EL SIGLO in Spanish 22 Jun 85 p 16] 11,464 ‘

CSO: 3348/771
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GRENADIAN VOICE IN 'SCATHING ATTACK' ON BLAIZE

Port-of-Spain SUNDAY EXPRESS in English 14 Jul 85 p 4

[Text]

ST GEORGE'S, Gre-
nada, Saturday
((!ANA) — The inde-
pendent  “Grenndinn
Voice” newspaper hns
lnunched a seathing
attack on the manner
in which Prime Min-
ister Herbert Blaize is
running the country
goven months  after
his centrist New Na-
tional Party (NNP)

‘swept  the polls in

geucral elections,

In a front pape edito-
rial, the paper accused
Blaize of showing con-
tempt. for the press, of!
not living up to the ide-
als of Larlinmentary De-
mocracy, and of
promoting too much pri-
vate government in the
country,

The “Voice”, under
the headline “Come Mr
Blnize”, noted that in
the seven months since
the elections in Deeceni-
ber there had heen only
two sittings of Parlia-
ment. |

. I

The parliamentary
pracedures make . provi-
siong for at least oue

sitling monthly,

“We have warned Mr
Blaize before that he
may be presiding over
the defrat of the NNP at
the polls in the next
elections, as he did with'
his own GNP (Grenada
glational Party) in 1962-

1.

We Now prophesy
that unless he changes

62

his style he could pro-
voke another, and more,
successful, attempt to

unsent him,” the paper

“said.

This is an apparent
reference to recent ru-
maowrs circulating in Gre-
nada that some senint
Cabinet ministers had
been  planning  tontro-
duce a vote of no coufi-
dence in Blaize while the
66-vear old veteran poli-
ticnn was out of the
country on tours to Brit-
ain and North America.

“Can we have parlia-
mentary  democracy
without an active parlia-
ment where people bave
the opportunity to hear:
their affairs being dis-
cussed? What kind of
government is the NNP
running?  Indeed  the
rumblings we hear are
that it is even worse in
that many matters which
shoutd properly he decid-
ed in Cabinet are decid:
ed outside”, it anil.

The “Grenadian
Voice” added: “There is
another dangerous way,
in which the Prime Min-!
ister is aping the pre-
vious regime and that is
by conducting a sort of
“governmaent by radio”,’
Already  noted for  his!

. . o |
reticence, Mr Blaize is;
now displaying a con-

tempt for the press that

is very disturbing and
almnst as bad as closing
themn down.

“He has held ouly one
press conference. During
the OECS Conference
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bere he was the ouly
Prime Minister to give
the press short shift and
refusing to grant an in-
terview. .

Come, Mr Blaize, the
pross would prefer to
work with you for the
development of our
country rather than fight
with you. But we do
have our duty to per-
form”, the paper de-
clared. '
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GUATEMALA

ORPA LEADER ANALYZES ELECTORAIL PROCESS
Mexico City EL DIA (EL GALLO ILUSTRADO supplement) in Spanish 2 Jun 85 pp 16-17
[Article by Otoniel Martinez]

[Text] The existing Guatemalan political process, which the military has
labeled a "democratic opening,'" responds to the needs of the Reagan Administra-
tion and the high command of the Guatemalan Army, which use it for their stra-
tegic plans. This is the claim of Gaspar Ilom, commander in chief of the
Revolutionary Organization of the People in Arms (ORPA), in a recent analytical
work entitled "The Political Opening: Counterinsurgent Maneuver."

"This strategic maneuver," Ilom writes, "was conceived by the high command of
the army in order to try to resolve one of the aspects of the general crisis in
the system: the power crisis, which, as time passed and thanks to the exis-
tence of the revolutionary movement in arms, had reached unsuspected levels."
In addition, he adds, the Reagan Administration is trying to give the Guate-
malan regime "an allegedly democratic validity in order to present it, in the
conflict in the area, as a neutral government that could be used at a given
time to put pressure on the genuinely pacifist forces interested in a political
solution, as in the case of the Contadora Group."

The document by the ORPA leader, whose organization is a member of the Guate-
malan Revolutionary Unity (URNG), analyzes at length the features and objec~
tives pursued by the process, which over and over is labeled as a "maneuver,"
along with the social, economic and military situation in which it takes place.

Only an Outward Change

Ilom claims that this political process promoted by the generals is also

aimed at patching up the profound and accelerated deterioration suffered in

" recent years by the counterinsurgent regimes due to their repressive policies,
which has resulted in major repudiation and opposition domestically and marked
international isolation. '"For the Reagan Administration itself,'" he says,

"It was very difficult to be able to support us openly. They were forced to
try to complement their counterinsurgent scheme with political measures, such
as the so-called democratic opening."
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Since 1963, the army has exercised political power in Guatemala, with the
support . of the private sector and the successive American administrations.
But in Ilom's oplnlon it has not been able to neutralize the revolutionary
movement and has sharpened the general crisis in the country in the extreme.

"In the face of this failure,'" he notes, '"the high command is seeking, without
giving up power or control of all the strategic aspects of economic, social
and military life, to gain and share the historical responsibility correspond-
ing to it, seeking formulas which at least temporarily will give it breathing
room and create better political conditions in order to continue doing what it
has done in the past 20 years: corruption and repression."

The revolutionary leader emphasizes: '"The essence of the political opening
lies in the achievement of a false and inauthentic democratic ritual, in order
to gain the support of other forces and surprise sectors of the international
community, presenting the case of Guatemala as having similarities -~ which
are in fact nonexistent -- with democratic processes of another type and with

.other features that have particularly existed in the Southern Cone."

Given -the historical, economic and social conditions of Guatemala, as well as
the military and international situation, these new aims of the high command

of the army are nothing more than tactical and diversionistic measures for the
purpose of essentially keeping intact all the mechanisms of power, thus guaran-
teeing, not only the general leadership of the country, but also the counter-
insurgent strategy in its most antipopular and antidemocratic expression."

The .current process eésentially does not differ from the behavior of the army.

.over the past 22 years, Ilom claims, going on to cite as secondary variations

the possibility that the military might delegate certain aspects .of the public-
administration to civilians and choose as formal support one of the political
forces claiming to be of the center (formerly, the military was always allied
with the far right). '

Political Forces: Submission or Exclusion

It was Gen Efrain Rios Montt, following his ascent to power in March 1982, who
began to speak of the democratic opening. Rios, who called traditional politi-
cians "the "old politicians who have always deceived us," granted broad powers
for the registration of new political groups. The latter very quickly numbered
half a hundred, but it was soon observed that many of them were nothing more
than fronts with which the government and the traditional parties played.

When the electlons were held for the National Constituent Assembly in July of
1984, it was observed that the party spectrum had not undergone any significant
alterations. The political forces present in the Constituent Assembly were
fundamentally the same ones that had participated in the political scheme in
previous years, with the decline of progressive currents.

In the last quarter of this year, general elections will be held and at the

beginning of 1986, a civilian government will take office, but, according to
the commander in chief of ORPA, '"the existence or participation of the forces
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involved depends on the will of the army. There are conditions that must

be respected both by the forces of the far right as well as the authentically
democratic forces and the ambitious, opportunistic groups of the current politi-
cal spectrum.

"The army controls and keeps under its thumb all the political forces, which
can only express themselves within given parameters and on specific issues, but
they cannot -- any more than the Constituent Assembly itself -- oppose or dis-
agree with the measures or concepts that the high command decides to impose.

"Thus it is that one has the paradox of the repression of political forces,
even the traditional ones, in order to seek their total alignment, in exchange
for participating in an illusory democratic game."

According to reports in the Guatemalan press, some 70 political leaders and
‘activists were murdered or kidnapped in the period preceding the Constituent
Assembly elections. From the time of its installation (August 1984) until
today, the same fate awaited another 20, in addition to many acts of intimida-
tion. For example, Christian Democrat Roberto Carpio, alternate president of
the Constituent Assembly, suffered a kidnapping attempt and a deliberate
traffic accident in which he was injured.

"Since one can only act according to the terms tolerated by the dictatorship,"
Ilom explains, "censorship is automatically created or -- and this is even
more serious when one speaks of a democratic process -~ self-censorship occurs
with respect to the causes of the problems, while others give way to compla-
cency and seeking the favor of the high command in order to be able to continue
to act.

"With every passing day, every single event proves that the political forces
and the different parties are forced into greater submission to the designs

of the high command and are forced to go through an ever smaller set of gears
gradually leading them to a greater weakening of their own positions and ex-
pectations. The military leadership thus achieves the objective of not having
any consistent opposition and in its place, gains the support of the majority
of the political forces."

Democracy Serving the Generals

In the unanimous opinion of analysts, there are three political forces with

the possibility of achieving an election victory: the coalition of the far
right headed by the National Liberation Movement; the alliance revolving around
the National Center Union, a group which defines itself as moderate, but which
many consider to be a new front of the right; and the coalition formed by
Christian Democrats and other related groups.

For the revolutionary leader, the possibility of an election victory will de- -
pend on the acceptance by the army of a given force or coalition of political
forces and on the commitment of the latter to respect and follow the counter-
insurgent lines set forth by the army.
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In this connection, he is concerned about the role that might be played by
reformist forces (which seems to be a reference to the Christian Democrats).
These forces, he says, after dozens of years of not compromising with repres-
sion or corruption, might be turned into an instrument -- deliberately or
unwittingly -- of that policy. '"They are entering the dynamic of an implacable
machine that will unavoidably lead them to the most compromised and sterile
positions that could be presented to a political force that may have had any
deeprooted democracy."

In referring to the participation of the "authentically democratic forces"
(where it would appear that several social democratic groups should be found),
Gaspar Ilom recalls that the previous regimes dealt these forces a heavy blow
and physically eliminated their best leaders, thereby neutralizing their elec-
‘toral participation.

The army permits and, in a way, now forces them to participate in a disadvan-
tageous position because for the time being, they pose no risk to the military
purpose and strengthen the democratic image of the election process.

For these forces, he continues, "there is an important and historic role to
play. It is the role of maintaining their independence with respect to prin-
ciples and of solidifying a moral opposition that will protect them from the
manipulation conceived and executed by the dictatorship. And, in the fight
for a true democracy, they must not close their eyes to the daily atrocities
or find justifications or explanations for repression.'

Reagan's Strategy

In the opinion of the ORPA leader, 'the process of democratization simultane-
" ously becomes an aim and an aspiration of the Reagan Administration," which

is trying to rehabilitate the image of the Guatemalan military in order to have
in it a viable, effective ally in its strategy for Central America. The role
assigned to them does not differ from that of other governments in the area,
but rather, "takes on specific characteristics and certain tactical variations,
motivated by political and diplomatic considerations of the Reagan Administra--
tion and of the Guatemalan dictatorship.

"The apparent and proclaimed neutrality of the Foreign Ministry of the dictator-
ship," he explains, "is a maneuver destined to create an image of an equidis-
tant posture in the conflict in the area.. In this way, it may become a kind

of arbiter skilled in situations of conflict and decision-making, trying to

turn into a general slignment in favor of the interventionist, antinational

and antipopular interests."

With regard to Guatemala's participation in the American military strategy in
the area, Ilom states: "Both the Americans and the Guatemalan military clique
agree that, given the nature and dimension of the internal conflict experienced
by the country due to the development of its revolutionary war, it is impossi~
ble to divert forces for an interventionist aim of a military nature, except

at the cost of permitting a definitely decisive advance of the revolutionary
movement.
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"The first thing the Reagan Administration needs, independently of the type of
intervention it decides upon, is the annihilation of the revolutionary movement
in Guatemala. This is indispensable, both if it attempts to launch an inter-
vention with American troops leading to a regionalization of the conflict, and
if it attempts a longer-range intervention with the alternative of launching,
at least in the initial phase, the regional forces of the Central American
armies.”

This convergence of interests, the ORPA leader states, has consolidated the
political support of the American Administration for the Guatemalan military,
which has enjoyed an increase in economic and military aid. The latter, how-
ever, has not reached the desired level, having encountered obstacles in the
American Congress due to the atrocities committed by military regimes in
Guatemala.

"This bhas resulted in minor opposition expressed in statements by high leaders
(increasingly scattered), hinting that they will not participate in the gen-
eral strategy of intervention. This must be understood for what it is: mere
opposition in order to force aid rather than as contradictions or independent
or nationalistic positions of the current military clique.

"The roles assigned, which are to be played by both sides, are totally comple-
mentary and concerted, so that the forms do not change the content or the
essence and are only aimed at gaining time and seeking greater efficacy."

Touchstone

The revolutionary leader also refers to the effect of the military situation

on this political plan of the generals and writes: "The main strategic problem
facing the high command of the army, viewed overall, is the existence of the
revolutionary movement in arms and the levels of action and effect that it may
have on the country's political and military situation."

Given the current conditions of Guatemala, Ilom maintains, the backing needed
to implement any political plan before the local oligarchy, the American Admin-
istration and the army itself is '"to present the winning card with the neutral-
ization and control of people's democratic movements, with the annihilation

and dearticulation of the revolutionary movement in arms.

"That is why the successive cliques, which in the past 5 years have had to
face the people's war, have tried, no matter what the cost, to achieve fairly
rapid victories over the guerrilla movement."

Failures in this fields, he adds, were important factors in the coups against
the regimes of Gen Lucas Garcia (1982) and Gen Rios Montt (1983).

Ilom summarizes the current situation in the domestic conflict as follows:
"Despite all the efforts made by the army, efforts that required a noteworthy
improvement in combat tactics and techniques, the situation has evolved and

a phase has come to a close with very clear results: the reemergence of
guerrillas where absolute victory had been imagined (El Quiche and
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(E1 Peten and northern Alta Verapaz) and greater experience and strength where
efforts had been concentrated and where victory was the strategic objective
(San Marcos, Suchitepequez and Solola).

"Although we cannot say that the conditions and development of all the forces
fighting in these three theaters are the same, their existence and capabilities
nevertheless cannot be denied."

According to partial reports, during the first 4 months of 1985, the URNG forc
forces carried out 56 temporary occupations of towns and highways and engaged
in. 85 clashes with government troops, which caused 406 casualties. 1In addi=
tion, the guerrilla troops took some 50 war weapons and destroyed or damaged

a number of vehicles, helicopters and facilities. In January, the insurgent
organizations began coordinated operatioms.

In May, the rebel actions were stepped up, with length attacks on military
garrisons such as the San Marcos and Santa Ana Berlin bases, two of the largest
in the western region of the country. In addition, based on reports from the
rebels, the latter improved their fighting tactics considerably and in the

past year, defeated major government offensives, during which the longest,

most complex and bitter battles in the history of the Guatemalan rebellion
took place.

- Ilom, who labels the situation of the Guatemalan revolutionary movement as one
of "recovery and stabilization," explains that the current military leadership
"is following the tactic as presenting as victories a number of tactical blows
dealt to the revolutionary movement, completely silencing the spread of revo-
‘lutionary operations and minimizing blows received by the army, all accompan-

ied by a complex strategy of psychological war and disinformation."
Military Crisis and Repression

"The military situation as a whole is beginning to pose a crisis for an entire
conception, strategy and structure on which the military had based its hopes
of victory," the ORPA leader says, specifically referring to the new organiza-
tion of the country into 22 military zones (there were 6 until 2 years ago) and
the formation of civil patrols which, according to official information,
include some 1 million citizens.

Huehuetenango) , development and greater activity where it had been concealed
"Although'ithe number of troops in each of the zones of operation enduring the
most conflict has increased, they are still inadequate because of the type of
operations and operational capabilities of the guerrillas, and they increasingly
require more reinforcements from the mobile reserve forces."
With respect to the civil patrols, Ilom emphasizes that their training and
j extension in time has meant that resentment and rejection of the military are
| growing in their ranks. "From the strategic standpoint,”" he adds, '