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DRAFT
June 22, 1990

June _ , 1990
MEMORANDUM FOR THE PRESIDENT
FROM: THE ECONOMIC POLICY COUNCIL

SUBJECT: U.S. Economic Policy Toward Latin America:
Partnership for Economic Growth

Issue

Should the United States launch a long-term Latin America

trade and investment strategy to support and encourage Latin
efforts to achieve sustainable growth?

Background

On April 11, 1990, Secretary Brady requested the Economic
Policy Council to undertake a comprehensive review of U.S.
economic policy toward Latin America.

The time is ripe for an historic initiative toward Latin
America. While the nations of Latin America enter the 1990s with
a record of high expectations, frustrated hopes, and a daunting
inventory of economic problems, they are entering a new stage in
their economic and political history. Extreme nationalism,
unfettered populism, and a naive confidence that government can
solve all problems have given way to a growing sense of
interdependence with the world economic community, renewed
respect for market solutions, and a willingness to reexamine the
role of the state in the economy.

There is also fear within the region that scarce capital
resources will flow elsewhere unless Latin countries make
themselves more competitive with East European, Asian, and
industrial country economies.

In addition, Latin America is experiencing an unprecedented
commitment to representative democracy -- a development not
foreseen even a few years ago. With these shared objectives of
political and economic freedom in both Latin America and the
United States, the region is ripe for a new hemispheric
partnership.

If we become active partners in restoring growth through
expanded trade and investment, we can expect benefits on a
variety of fronts, including narcotics, immigration, and foreign
policy.
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A Strateqgy for the 1990s: Partnership for Economic Growth

The United States needs a coherent, long-term hemispheric
strategy for the 1990s that can be adapted over time to _
particular countries and sub-regions. The strategy must make the
Hemisphere a high public priority. The U.S. cannot impose a
blueprint on the region; our approach requires dialogue with the
leaders of the region. Yet, it must link U.S. actions directly
to performance by the Latin countries, thereby creating a balance
of benefits and obligations between partners, rather than a one-
sided grant of unconditional benefits from the United States.

The EPC proposes that such a strategy be centered around two
Presidential initiatives.

o A major trade initiative for Latin America, defining a
vision for long-term movement toward a broad regime of
free and fair trade within the Hemisphere.

o A comprehensive investment initiative for Latin America
designed to attract capital into Latin America and to
use new instruments for debt and debt-service
reduction.

Although some elements of the initiative have U.S. budgetary
consequences in FY 1992 and beyond,® the strategy is not centered
on massive amounts of new economic assistance. A plan keyed to
massive foreign assistance flows would not be conducive to
cooperative reduction of trade and investment barriers or to
creating incentives for Latin nations to undertake needed
economic reform.

I. The Trade Initiative

Barriers to trade present a serious obstacle to growth.
Trade within the region is abnormally low due to restrictive
policies. A principal issue in Latin America has been the
perceived U.S. obstacles to Latin American exports. U.S.
exporters also continue to suffer from relatively diminished
markets in the region.

The most effective way of promoting long-term trade growth
in Latin American and more fully integrating Latin countries into
the global trading system is to successfully conclude the Uruguay
Round. A successful Round will geometrically increase the global

*‘See attachment. The Secretary of Defense has advised "that
transfers or offsets from the constrained Defense budget are no
longer a realistic option for funding foreign aid initiatives."
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trading opportunities of Latin countries, especially in the all-
important agricultural sector. Moreover, the Round will work to
open developing country markets in areas of key interest to the
United States, such as services, investment, and manufactured
goods. ' ' '

The trade initiative should complement our Uruguay Round
efforts to integrate Latin America into the global trading system
by defining a long-term vision of a Hemisphere-wide open trading
system. The United States would encourage movement toward that
vision. The trade initiative would contain the three separate
elements identified below.

A. Free Trade Agreements (FTAs) with Latin America 1

The United States should publicly set forth a long-term
vision for the Hemisphere of movement toward economic integration
in the region, including ultimately comprehensive free trade
agreements. Free Trade Agreements (FTAs) offer significant,

structural reforms. To achieving this end, we should announce
our willingness -- where we would be responding to specific Latin
American interest ~-- to enter into FTAs with Latin American
countries, and particularly, groups of countries which would
associate for purposes of liberalization. The United States
would emphasize the benefits of comprehensive FTAs among groups
of Latin American countries willing to pursue trade liberali-
zation among themselves. Latin America must take the lead in
specifically proposing FTA arrangements to the United States.
The United States should not proceed faster than our Latin
American partners are willing to go.

U.S. participation in any FTA would be conditioned on a
demonstrated commitment by the Latin countries involved to
economic reform, including trade and investment liberalization
and sound macroeconomic policies. The U.S. will not pursue new
one-way preferential arrangements. FTAs must be comprehensive
and fully reciprocal and must be genuine vehicles for
liberalization.

hould stress that this vision would not be realized overnight.
It would take years - maybe a decade or more. Moreover,
completion of the Uruguay Round would precede formal negotiations
on FTAs. The intended result over a period of years would be the
eventual development of a Hemispheric free trade zone.

As in the case of the projected agreement with Mexico, FTAs
with hemispheric groups should be GATT consistent. Since they
would be based upon trade liberalizing and growth stimulating
policies, they should be considered a complement to, and not a J
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substitute for, the strengthened multilateral rules and market
expansion measures we seek in the Uruguay Round.

Mexico's example should provide a useful model for other
efforts in the hemisphere. Mexican President Salinas took the
initiative in pressing for an FTA. The U.S. and Mexico are now
committed to the goal of an FTA, and preparations for
negotiations will proceed; Mexico will be our first priority for
an FTA in Latin America. — :

e

It is difficult now to gauge U.S. public and congressional
reaction, as well as Latin American opinion, but on the whole we
judge it will be supportive. However, opposition can be expected
from those interests threatened by free~trade. For example,
domestic labor opposes the FTA with Mexico and is likely to
oppose FTAs with other Latin American countries. To assure broad
domestic support, FTAs would need to contain a comprehensive
array of market-opening measures. There would also need to be
thorough consultation with the Congress and the public at every
stage in order to build and maintain support for the effort.

B. Targeted Trade Actions in the Uruguay Round
s

The most effective way of promoting long-term trade growth
in Latin America is by more fully integrating Latin countries
into the global trading system. Latin American participation in
a successful Uruguay Round is essential to a successful trade
strategy for the region.

In the Uruguay Round negotiations, we can identify a package
of incentives of particular interest to the Latin Americans. The
United States would undertake these concessions on an MFN basis,
while targeting products important to Latin America. The package
could include the following measures, which could be presented as
specific offers in the request/offer process now underway in
Geneva:

o Unilaterally make tariff offers in the Uruquay Round
negotiations on selected ‘items of interest to Latin
American countries, instead of waiting for the Latins
to request concessions from the United States.

o Offer to go beyond the limits for tariff cutting set
forth in the 1988 Trade Act for products of interest to
Latin American countries. Such exceptions to our
statutory negotiating authority would require
congressional approval as part of the Uruguay Round
implementing legislation.

The U.S. would make unilateral tariff offers in the Round, but
these offers would be contingent on agreement to a final tariff
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package that contained balanced concessions by all parties, most
particularly other industrialized countries. The U.S. offers
would also serve as incentives to Latin American countries to
support generally U.S. positions in the Round and participate
actively in market access negotiations.

The EPC also considered certain questions of particular
interest to Latin American countries, such as eliminating the
U.S. sugar import quota and providing unilateral preferential
market access to Latin American countries. However, it was
decided that these questions should not be addressed before the
results of the Uruguay Round are known. A successful Round may
include agreement on sugar trade. Moreover, such steps would
require legislation and because of domestic political opposition
could not in any case be achieved prior to the conclusion of the
Round.

C. Framework Agreements with IL.atin American Countries

enhancing and _investment liberal;zaxlan hd as consultative
mechanisms pecific bilateral iss ==rﬂWﬂﬁm§t with Mexico and
BoliviAw...The U.S.-Mexico Framework Agreement has been

Frame%gggz?greemenL§‘;;ﬁ£2i32=§§£¥e as* icles for
§

particularly effective. The agreement with Bolivia has recently

been finalized. The United States should announce that it is
willing to negotiate additional framework agreements with A/
individual Latin American countries or groups of countries.

Framework agreements afford the opportunity to negotiate
step-by-step the elimination of trade barriers (e.g., standards,
procurement impediments, licensing barriers) in selected sectors,
in exchange for greater access to the U.S. market. Framework
agreements can lay the foundation for subsequent movement toward
FTAs.

II. The Investment/Debt Reduction Initiative

The nations of the region face increased worldwide
competition for external capital, especially for equity capital.
Latin America has suffered a substantial loss of foreign direct
investment which, together with capital flight, has added
significantly to the rising shortfall of investment resources.
Without policies that create an attractive environment for
investment, there is little chance that the huge stocks of flight
capital held outside the region will return. Since large-scale
renewed commercial bank lending to the region is unlikely to
resume in the foreseeable future, alternative capital inflows are
key to increasing productive investment and growth. Our goal
should be to replace debt with equity by encouraging direct,
private investment.

V. Eeforug,
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Because policies on foreign direct investment raise issues
of sovereignty and nationalism, it is wvital that policies to
advance the investment objectives not appear to be
confrontational. The most appropriate vehicle for accomplishing
such an approach would be the Inter-American Development Bank
(IDB). The IDB is 53% owned by Latin American governments, and
is seen as a Latin American institution. At the same time, the
IDB is strongly influenced by the United States (34.7% ownership)
and by other non-regional developed countries.

The EPC has developed a range of proposals, the most
significant of which are as follows:

A. New IDB Sector Lending Program.

The United States would work with Latin American nations to

. create a new IDB sector lending program, with conditionality

éﬂva

requiring that Latin American countries open their investment
regimes, including in the financial sector. This initiative
would be funded out of current IDB resources during the 1990-
1993 replenishment period.

B.CZ:fG;;y;;;~fg;;;;;;;El Privatization and Growth.
_,./ )

o

The United States could propose creation of a five-year
multinational fund for Latin American countries. Although the
Fund would be available to any country that meets the criteria,
there would be a particular emphasis onJ/Central|America and the
Caribbean. The Fund would provide up to $300 million per year in
grants in response to specific market-oriented, investment policy
initiatives and reforms aimed at attracting foreign investment
and, in that context, facilitating privatization. The United
States would- contribute $100 million annually to the Fund and

- would seek matching contributions from Europe and Japan. Because

the Fund would be designed to serve as an incentive, funds would

.only be disbursed after reforms were enacted.

Funds would be used to support reforms in investment regimes
directly supported by IDB or IBRD sector lending. Special
consideration would be given to those reforms that would spur use
of private foreign direct investment flows to help fund .
privatization. These funds could be used for investment in human
capital (i.e., training and education), and in business
infrastructure (e.g., telecommunications) where such investments
were directly supportive of privatization. The Funhd would be
open to contributions from any nation and would be administered
by the IDB. This initiative would have a total estimated outlay
impact of $190 million for the 1992-1995 period.

c. Debt Initiatives.



@7&/0 ////w/u/w “ G

S 3285 b L Spetds casls;

-7~

The strengthened debt strategy launched in the spring of
1989 has resulted in enhanced reform efforts in a number of Latin
American debtor countries and has generated financing packages
between a number of debtor countries and their creditor banks
which involve substantial reduction of debt and debt service
burdens. The United States is now in a position to add several
important additional elements to its debt strategy which could

1oclude‘ ' Y New oLone A’ /%W{}ézZé;

o Support new authority for the IDB to use its resources
to assist in commercial bank debt and debt service
reduction. If the IDB were also to provide interest

zjundertak:.ng 1nvestmen€ reform programs. This initiative
can be implemented by the IDB using resources available
under its current replenishment. Thus, there would be
no U.S. budgetary impact during the current
replenishment, at least through 1994.

0  [Insert] &//“

D. High-level Regicnal Conference on Investment.

The United States would support convening of a high-level
regional conference on investment in Latin America in order to
enerate confidence in the region and thereby mobilize and
ttract capital. The key purpose for such a conference might be
doption of a framework agreement or protocol, whereby Latin
governments could pledge to undertake needed economic and
investment policy reforms. The IDB would be a potential sponsor
and source of funding for such a conference, since Latin
initiative in promoting the conference would be important. The
conference could also be structured to involve significant
private sector participation, as well as senior U.S. and Latin
overnment officials.

III. Other Supporting Initiatives

In addition to the Presidential measures discussed above,
other supporting actions have been identified as having
significant potential for furthering our objectives. These are

7;‘“ 11sted below.
/9
&ﬁ Fol L& Cr nd for Latin America. The Administration

]

ﬁ‘ . would request unearmarked bilateral assistance
approprlatlons for Latin America, with only regional
~7 i% {?1 totals. Country allocations would be based on
performance criteria. This approach could increase the

LN
EXTM° =t
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effectiveness of U.S. assistance, although at some
political cost in terms of relations with non-
performing countries. The EPC will develop a detailed
proposal over the next 90 days for inclusion in the
Administration's 1992 budget submission. This proposal
would preserve drug-related assistance called for in

NSD-18. There is no budgetary cost to this proposal,
as it seeks to achieve improved programming and

 flexibility within existing funding levels.

o]

. economic growth in the agricultural sector. The

Debt-for-Nature Swaps. The IDB would be encouraged to
take an active role in debt-for-nature swaps. This
would address the concerns of environmental groups by
increasing the local currency resources devoted to
environmental and conservation concerns. This action
would be funded out of current IDB resources during th
1990-93 funding replenishment period.

Eximbank "Bundling". As it has begun to do in Mexico,
Eximbank would work with central banks and commercial
banks to bundle financing requests for many smaller
industrial restructuring projects into a single
transaction on more favorable terms. The single
transaction is then sold in capital markets and will
provide new sources of financing for debt-ridden
countries that cannot easily access capital markets.
While this initiative might lead to outlay savings of
as much as $50-$75 million during FY 1992=95 from
increased fee income, potential liabilities from the
increased guarantees involved would increase by $300
million per year.

Expansion of OPIC Activities. In order to assist
investors in Latin America, OPIC could also broaden the

scope of its programs to provide indirect support to
investments in equity securities of new, expanding, or
privatizing companies. Thus, OPIC loan guarantees
could be used to support loans by U.S. financial
institutions to newly-established sub-regional growth
funds. These growth funds would be privately managed
by and owned by U.S. and other investors. This program
would be undertaken within OPIC's existing budget
authority. Any expansion of OPIC's budgetary authority
for this purpose would be considered in future fiscal
years.

Agricultural Development Assistance. USDA and AID
would provide expanded technical assistance toward
development of Latin America's untapped potential for

proposal would be a major supplement to efforts to

S Andes %ﬂ/é@ g/wf@ﬁ;%‘e )
L TR oWEC .
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encourage alternatives to narcotics related production,
particularly in the Andean subregion. The effort would
be to work with Latin governments and the private
sector to identify agricultural products that have
significant potential for increased production and
trade. Feasibility studies can begin immediately
within existing resources. Specific funding for this
initiative will be proposed for FY 1992 in 1lght of
these studies.

o Bilateral Investment Treaties (BITs). To encourage

investment in Latin America, the United States would
announce its willingness to negotiate a BIT with any
country in the region that desires one. The U.S. would
not compromise its traditional position on key elements
of the BIT, but.the U.S. would become pro-active,
rather than simply responsive to Latin inquiries.

o Transportation Infrastructure and Policy. AID and the
Department of Transportation would enter into a

dialogue with Latin countries on the effects of
aviation, shipping, railroad, and other transportation
policies on economic growth. There would be special
emphasis on the benefits of domestic deregulation and
privatization in the transportation sector. As part of
this effort, the U.S. could propose a free-market
arrangement for international airline traffic (so-
called "open-skies") with Latin American countries --
which would go into effect once sufficient countries
had signed to reach a critical mass.

(o} Private Sector Involvement. Due to the essential role
of new investment and of attracting the return of
private funds, the Administration would consult with
representatives of U.S. private sector organizations to
help identify impediments to investment and trade. The
Administration can play an active role in promoting
investment and trade opportunities in Latin America
that result from institutional and policy reforms in
the region. The Administration could also undertake
high-level trade and investment missions to those
countries committed to economic reform and to creating
new opportunities for private sector-led development.

Implementation of the Initiative

The timing and method of announcing the new approach to the
Hemisphere and its related initiatives are not addressed herein.
A plan for implementing the new strategy for Latin America is
being developed for your consideration. Nonetheless, a variety



-10-

of preliminary suggestions have been made. These include the

following:

(o]

" You should launch the new Latin American policy prior

to the Houston Summit with a major public statement.
The statement would set forth broad policy elements and
point the direction for the future. It would contain
announcement of the key initiatives, but not
necessarily spell out the full array of supporting
initiatives. Prior congressional and foreign
consultation would also be desirable.

You might encourage convening in 1991 a Latin American
Summit on trade and investment for purposes of
enhancing Latin American economic reform and growth.

You could use the Houston Economic Summit in July to
develop support among other industrialized countries
for key elements of the initiative.

Your projected trip to Latin America in September
offers many possibilities for building on the
initiative.

1992 is the 500th anniversary of Christopher Columbus'
discovery of the Americas. That commemorative year
offers major opportunities to build hemispheric
relationships. The Administration should actively
consider how it might encourage commemorative events
that would promote its objectives both within Latin
America and among the Hispanic community in the United
States.

The State Department is exploring a coordinating
mechanism for Central America to support political and
economic reform similar to the G-24 mechanism for
Eastern Europe.

Specific recommendations as to implementation will be
forthcoming shortly.

RECOMMENDATION

That

you approve the trade and investment initiative for

Latin America outlined above.

Approve Disapprove Let's Discuss

Attachment
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Program for the Americas:
A Partnership for Trade, Investment, and Growth

We live today in a world of revolutionary change. Democracy
and freedom are pursting forth in Eastern Europe and Latin
America, bringing in their train a broad re-evaluation of

international relations.

This revolution is political, put it is also economic.
yearning for freedom and the desire for economic opportunlty are
often inseparable. command economies have failed to provide
.economic prosperity for their people. But now the message that
wfreedom works" is gaining grouno and produc1ng results. Where

the beachhead of liberty is made, economic freedom and progress

must secure the land.

This great enterprise must be a shared effort of the
industrial democracies and the emerging nations that seek greater
freedom and economic progress. Together we can encourage political

and economic reform, and the entire world will benefit.

No region is more important to the United States than Latin
America and the caribbean. Geography makes us natural allies. We
ey —
share a rich historical and cultural heritage and strong economic
ties that go back centuries. We are closer today and exchange

more people, capital, and goods than ever pefore. And we share

democracy and democratic values more widely today than at any time

in the past.



Accordingly, I am propbsing;todaan;néw cooperative effort

to strengthen our economic ties and encourage econom&c—growth_and
B

@AbfﬁevéI“pmeﬂt-throughout~the—Western\HgmlggggggL,_Arnew—ﬂP;egram_for
the Americas" will give us a foundation for economic progress and

prosperity in the com;ng years.

If the values of democracy and the: fruits of economic
freedom are to be secured, there must be economic brogress.
Turning today's potential into reality will depend ih large part
on the success of the economic pollcles we put into-placenow.

WE Izt bt5in dvw,
The nations of Latin Amériéa”ahd:tﬁé Cafibﬁean.h;vé éﬁdﬁréd

a difficult decade of painful economic adjustment. Démocracy has

Y
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f{ggrished, but economic progress has lagged. Th ebt cifffi

has tested the resolve of virtually every governmen€ in the
region. %aiied economic policies and over-management by
governments have contributed to economic decline. Countries have

suffered diminished trade, debilitating financial imbalances, the

flight of their own citizens' capital, and the harsh reality of

insufficient growth in a world short of resources.

The United States has not gone untouched by this crisis. as

Latin America and the Caribbean cut imports, postponed investment,

and struggled to service its foreign debt, we too were affedted.

We lost trade, markets, and opportunities. Financial instability
C_—_———'—r N

in our neighbors has also affected us in important, if less

—

visible, ways.



Latin American and Caribbean Ieagéis.have made a great deal
of progress in coping with this crisis. A new generation of

democratically elected leadéers is turning the tide away from

economic decline. Their chief tools to date are new, more open,
e e : .
market-oriented economic policies, and the will of their people
to implement change. ‘ ‘ | d £

pl g . /%&2“1ﬁ2777
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This is a revolution no less dramatic than that of Eastern
Europe. As many countries of Latin America and the Caribbean
adjust their economies to internal and. external reélities, they
are seeing the promise, and in: some countries ‘the beginnings, of

a new harvest.

The United States must heip.in Latin America's historic
effort to rise from the economic deméralization of the 1980's to
the reality of economic progress in the 1990's. Like all
successful efforts among neighbors, first steps begin at home,

but success is assured by many hands working together.

-

A New Partnership for Trade, Investment and Growth

Three months ago I asked Treasury Secretary Brady to lead a
review of U.S. economic policy toward Latin America and the
Caribbean. We needed a fresh assessment to better understand the
problems and opportunities facing us and the hemisphere in the
1990's. That review is now complete, and its conclusions were
both clear aﬁd concise -- we must move quickly to build a stronger

and more comprehensive economic partnership with our neighbors.
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our goal must be to promote eeehéﬁié;pfogress to the benefit
of all nations in the hemisphere. ‘Our means will be to collaborate
with our neighbors to address the region's commanding economic

problems: trade, investment, debt, and environment.

Therefore, today I am announcing a major economic policy
initiative for Latin America and the Caribbean. TIts first pillar

is a broad-based trade initiative which defines the vision and

——

sets out the challenge for movement toward a broad regime of free
et bt

and fair trade within the hemisphere. E@ second pillar is an
e ST

) N
1nvestment 1n1t1at1ve that w111 encourage capltal flows, reduce

7 /]i?//{/

debt burdens, and 1mprove the env1ronment.

The Trade Initiative

Let me begin with the trade initiative. Barriers to trade

represent a serious obstacle to growth. Trade within our hemisphere

[|has seriously lagged the pace of growth in world trade during all

of the 1980's. Limited trade opportunities have constrained the

growth of the hemisphere's most competitive industries and the

¥ . . .
awning of new companies, products, and services. To achieve

broader economic growth in all our economies, we must expand the

potential for trade.

Ou,f e
trade i ni ti ative addresses thi S pressi n need. It would
g

contain three mutually reinforcing elements:
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well as with groups of countr1ee>1nterested in-aligni

»‘\

to liberalize trade. As we have begun to see in our

trade with Canada and /hope to see with Mexico;>such

agreements can offer significant’and lasting benefits

for both sides.

(2) As an initial stepping stone toward this end -- and for

62£> those which are not yet positioned to embrace a free

trade agreement -- to develop bllateral

o T

framework agreements. 4 Such agreements can help
e RS e

establish'principles for bilateral cooperation on trade

issues.

I (3) We are also prepared to work with Latin countries to
help address their specific trade concerns within the
'\5
Uruguay Round, and to seek authority for deeper tariff

cuts on specific products o6f interest to them.

By opening our borders to trade, the nations of the_Americas
can all boost economic activity -- creating more jobs, higher
incomes;, and new opportunities to expand growth. Each of these

) pr steps wouldhhelp move us toward-a/long-term vision of a truly

UK open hemispheric trading system.
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at accomplishing/éignificant debt reduction under our bilateral

. S —

concessional loan Programs. f

have, over the last decade, led U.s. investors to look away from

the region to other markets -- a diversion of capital flows that

led to less investment and more debt.



President of the‘Inter-American Development‘Bank to develop a ney

Ewestment sector loan program7vithin' the IDB. 7The Program couid
-~

ey

Provide both technical advice and financial‘support for

privatization efforts,

capital. fThe IDB could serve as a conduit ang trustee for these

funds, which would complement both IDB and Worig Bank sector lending

pPrograms.

Caribbean eéconomies. For this reason, we initiateqg last year a

major internationaj effort to reduSf_gggggggial_bank~debt-burdens.
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\ As we have already seen in cases such as Mexico and Chile, reduced

debt servicing burdens,'in combination with strong domestic

economic reforms, are having a profound impact on capital flows

American and Caribbean countries with. their commercial banks. As

in the IMF and/World Bank, the availability of these resources

burdened by large official bilateral debt, which has been

increasingly difficult to service on a timely basis. In many

countries, U.S. bilateral obligations account for a significant

v"_,————//— e -
portion of such debt. To address this problem, I will—propos

— @ n Fegmt
:7l;7 f legislation to Congress to permit the United States g@redu @ and

B
ol

- o~

. L XY . .
_ ‘\(ij‘gg2g;g2E2;ﬁkElléEQ;Ql\ggggﬁffi323£;i332§/for Latin American and

Caribbean countries with serious debt servicing difficulties.

This reduction of official bilateral debt will complement
commercial bank debt reduction under the existing debt strategy.

B Action will be taken on a case-by-case basis for those countries
in the region which adopt strong economic reform programs in
conjunction with the IMF and World Bank and which are pursuing
comprehensive investment réforms with the Inter-American Developme

Bank or other multilateral institutions.. We expect this program t

&> G, 0P wandd fo hlt 75 k.
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pProduce substantial debt reduction on U.S. élaims, particularly
for the smaller countries of the region. At the same time, new
flows of foreign assistance to the region would be maintained.

J——,

To underscore our commitment to sustainable natural resource

—

//

management as a key component of a hemispheric growth strategy,
we will make dedication of resources to the environment a
fundamental part of the restructuring.of U.S. concessional debt.
Interest payments on remaining concessional claims will be
accepted in local currency and placéq in trusts to support

‘ envirqnmgntal projects agreed with each participating gpvgrnment.

We will also seek Congressional authority to sell a portion
of outstanding bilateral commercial credits to help facilitate
foreign investment and to fund action in support of the
environment. These sales of credits held by Eximbank and the
Commodity Credit Corporation would be undertaken to make available
in the market obligations of countries that have set up specific

debt/equity or debt/nature swap programs.

Increased support for investment reforms and reductipn of
official debt burdens can produce broad benefits for Latin Ameriga :
and the Caribbean. fhe measures I have described will help these
countries attract new resource flows and encourage the return of
capital held by their nationals overseas. This capital will
provide»a powerful stimulant for growth. By dedicating financing

to the environment, we hope to provide for continued prosperity

tomorrow.
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conclusion

Together, the trade and investment jnitiatives in the "Program

oo

-
for the Americas" can signal the beginning of a new era of
cooperation among the nations of the hemisphere. It is my firm

view that by combining our ambitions and determination, we can

put mutual goals within reach.

There are great economic, financial, and developmental
differences among individual countries w1thin Latin America. As
-a result, the broad program I have described can only be applied
effectively on a country—by-country pasis. But through jOlnt |
efforts and commitments, I have confidence that we will build a

stronger and more stable henmisphere.

During the 1980s, U.s. initiatives and our relations with
the nations of the region were focused on problem—solving. We
now want to build -=- through dialogue and cooperation -- the
framework for a productive and lasting relationship that will

provide for bright futures for our children.

In just two years We will all join in celebration of the
s00th anniversary of Christopher Columbus' jntroduction to the
"new" world that is now our OWwn. Let us move now to prepare for
this historic event. By joining forces to promote economic
growth, we will advance stability and prosperity --= and carry on

the great tradition of our hemisphere as a center of promise for

the future.
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PRESIDENT'S SPEECH ON_ECONOMIC RELATIONS
WITH LATIN AMERICA

Date: TBD
Place: East Room

Scenario: Ambassadors are seated; President enters and makes
speech; mixes and mingles briefly on leaving.

President’s Speech followed by briefing for the Press
by Secretary Brady, at which time copies of the speech
and fact sheets can be handed out.

Action assigned to: EPC

I wish to welcome you to the White House today, and I propose
that we initiate with this meeting a new partnership for
stability and prosperity in the Americas.

Since taking office as President, I have devoted every ounce of
my energy to forging lasting and stable relationships in the
world. My goal is to make our world a safer place for ourselves,
our children, and those yet unborn.

Over the past months, we have made progress in reducing tensions
with the Soviet Union. We are moving away from confrontation
toward what we all hope will be greater understanding. We have
been successful in reducing tensions in some of the regional "hot
spots" of the world, such as Nicaragua, Ethiopia, and Angola. We
have worked very hard to insure that the new political map of
Europe will be one of enhanced stability.

Many leaders, including those in our hemisphere, realize that a
reduction of tensions between the United States and the Soviet
Union, and the democratization of Central and Eastern Europe
benefit all mankind. I think President Barco of Colombia
expressed this best. 1In his June 4 commencement address at MIT,
he remarked that "the long-running match between Karl Marx and
Adam Smith is finally coming to an end. I applaud this
development." We all applaud President Barco for his courage and
insight.

I hasten to add, however, that our efforts on behalf of world
peace and stability do not mean that we will ignore our
hemispheric neighborhood. My vision of a more stable and
prosperous world cannot be achieved without Latin America.
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This region has been undergoing a profound (but often little-
noticed) transformation. During the 80’s the hemisphere moved at
an ever—-quickening pace toward civilian democracy. More than 95%
of the population of this hemisphere now lives under popularly
elected civilian government. We encouraged this transition, and
we supported it. It was a transition accomplished in almost all
cases by ballots and not bullets. And I want to state very
clearly: The preservation and consolidation of civilian
democracy in this hemisphere is and will continue to be the
cornerstone of our policy. It cannot be otherwise.

At the same time, I realize that many of you here today feel that
your exhilarating transition from dictatorship to democracy has
not been noticed by the rest of the world-- that world attention
has been diverted by the changes in Eastern and Central Europe.
While those changes are truly revolutionary, I believe that the
transformation in our own hemisphere is equally inspiring. With
one conspicuous exception, we have completed the transition to
democracy in this entire hemisphere.

Today, we have to look farther down the road. With the
hemisphere’s transition to democracy nearly complete, we need to
chart the course for the transition to prosperity. To achieve
this goal, I propose that we work together, in a partnership for
democracy and development, (democracy and prosperity, free
peoples and free markets).

Oour goal is to achieve the economic well-being that has eluded
many countries in the recent past. We want to raise living
standards throughout our common hemispheric homeland, and insure
that the benefits of prosperity are shared widely in every
country. We want to do so in a way that lasts, and which
nurtures democracy.

To achieve this, we all must contribute. The proposals I am
making here today are the result of a three-month review of
economic policy led by Secretary Brady. This analysis concluded
that we must shift dramatically the focus of our economic
interaction with our hemisphere. Prosperity depends on trade,
not aid. And prosperity requires more, not less, of an economic
partnership.

-

am proposing:

-- In trade, that we begin the process of creating a
hemisphere-wide free trade area;

-—- In investment, measures to bring capital flows back to
this region;

-- And on debt, I am advancing a new element to our debt
strategy, doing so in such a way as to improve the
environment.
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Turning first to trade, let me give you some background. During
the 80’s, trade within our hemisphere lagged well behind the
growth in world trade. For example, the region’s share of world
exports dropped from 7 per cent at the beginning of the decade,
to just 3 per cent in 1988. Our exports to the region also
stagnated. 1In the late 1970's, the region accounted for over 10
per cent of our exports. By 1988-89, Latin America absorbed
under 7 per cent. Trade within the region has also declined,
down to the range of 16-20 per cent as compared to 22-28 per cent
at the beginning of the 80’s. We want to turn these figures
around, because these figures mean lost jobs, lost incomes, and
lost opportunities.

Sg)(, v

To remedy the situation, I propose three mutually reinforcing
elements:

/ 1. We will stand ready to negotiate free trade agreements
with countries of this region, and particularly with groups
of countries which are willing to associate for purposes of
trade liberalization. As we have begun to see in our trade

L// with Canada, and hope to see with Mexico, such agreements

offer significant and lasting benefits for both sides. Our
long-term goal is a hemisphere-wide free trade zone.

;L’ 2. As an initial stepping stone toward this end -- and for
t////those countries which are not yet positioned to embrace a
free trade agreement -- we are prepared to develop bilateral

framework agreements. These agreements can establish
principles for bilateral cooperation on trade.

3. We will work with the region’s countries to address

jg specific trade concerns within the Uruguay Round. To
demonstrate my commitment to expanding trade with you, I
will seek authority for deeper tariff cuts on specific
products of interest to the region.

I want to repeat here my very strong view that the most effective
way of promoting long-term trade growth in our region is to
successfully conclude the Uruguay Round. A successful Round will
increase geometrically the global trading opportunities of all
countries, especially in the vital agricultural sector.

It is an outcome from which we all can and should benefit.
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FINDING PRESIDENTIAL DECISION;
& attention to one special feature of our trade
policy. When this review process began, I directed that special
consideration be given to the Andean countries. My summit
meeting with the leaders of Peru, Colombia, and Bolivia impressed
upon me need for us to respond to their special problems. These
countries contributed much to our effort to rid this hemisphere
of the scourge of drug consumption and production. They will
benefit from the broad program that I am outlining here, but I
also plan to ask Congress for special authority to provide duty
free treatment to their goods. This would be similar the
treatment provided in the Caribbean Basin Initiative

The second pillar of our program centers on promoting investment.
Unlocking the potential for domestic and foreign investment is
the region’s strongest hope for financing long-lived growth and
development. At the heart of this initiative lies a plan to help
restore domestic confidence in these economies by reducing
significantly the debt owed to the U.S. under our bilateral
concessional loan programs.

The competition today for capital is particularly fierce. More
and more countries are building market economies which will
appeal to both domestic and foreign investors. An increased flow
of investment resources both at home and abroad is essential for
the recovery of sustained growth in the region. This means
turning around the conditions that have, over the last decade,
led U.S. and other investors to look away from the region to
other markets -- a diversion of capital flows that led to less

investment an e debt.

Economic policy reform, and in particular the liberalization of
restrictive investment regulations, is a vital part of attracting
resources, including flight capital. To give confidence to these
investors that their money will not turn around and be sent to
industrial countries to pay debt, it is essential that we reduce
the region’s debt burden.

To encourage the right economic policies and to help the nations

of the region attract indispensable capi the United States is
prepared to pursue with themCa four-point program. —

First, )we will encourage and assist the region’s governments and

resident of the Inter-American Development Bank in
developing a new loan program within the IDB designed to promote
investment reform. The program could provide both technical
advice and financial support for efforts to privatize state-owned
companies, and to open investment opportunities through decontrol
of investment decisions. The World Bank could also contribute to
this process.
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In a parallel effort, I will seek support from the U.S. Congress
and other industrial countries to establish a multilateral
investment fund to provide additional resources to advance
comprehensive investment reforms in the region. This fund could
provide up to $300 million annually in response to broad
investment reform as well as efforts to privatize government-
owned industries and to finance worker training, education, and
health programs to develop vital human capital. The IDB could
serve as a conduit and trustee for these funds, which would
complement both IDB and World Bank sector lending programs.

As a further incentive for investment reform, we intend to build
on the progress already being made in addressing the debt
problems of the region. Heavy debt burdens themselves have a
tremendous impact on overall confidence 1in Latin American and
Caribbean economies. For this reason, we initiated last year a
major international effort to reduce commercial bank debt
burdens.

As we have already seen in cases such as Mexico and Chile,
reduced debt servicing burdens, in combination with strong

domestic economic s, are having a profound impact on
capital flows @nd confidence.in these economies.

/| To support this process, we propose that the IDB participate as
an_additi nding under the exi¥ting debt strategy//s#P7% K
to finance debt transactions negotiated by Latin American and Vsd s

Caribbean countries with their commercial banks. As in the IMF
and World Bank, the availability‘3f~fH€§§”?EESirces will be

; : ; oF ¢
ldirectly linked to economic reform efforts. /Mufth

We also recogniz any countries in the region carry the
burden of 1arg¥§§£§§§E£$>bilateral debt, that is, debt to other
governments. is debt has also been increasingly difficult to
service on a timely basis. U.S. bilateral obligations account
for a significant portion of such debt. To confront this
problem, I will propose legislation to Congress to permit the
United States to reduce and restructure bilateral concessional
loans for these Tatinm Americam amd—Caribbean countries with
serious debt servicing difficulties.

This reduction of debt owed to the United States will be an
important complement to the commercial bank debt reduction now
occurring under the existing debt strategy. We will take action
geared to each individual country’s needs, and will tailor our
rogram to help those countries that are adopting strong economic
reform programs in conjunction with the IMF and World Bank. We
will expect these countries to also be pursuing far-ranging
investment reform with the IDB or other multilateral
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institutions. This program should generate substantial reduction
in U.S. claims, particularly for the smaller countries of the

region. Importantly, our new flows of foreign assi i be
maintained:.

By reducing the outstanding level of concessional debt owed to
the U.S. Government, we will be reducing the principal owed to us
and the annual interest payable on the debt. Payments on the
<£:E> remaining principal will be spread out over a number of years and
12 will be tailored to each country’s economic situation. The
interest on this greatly reduced debt will remain concessional,

but will b avable in a most unique fashion aimed at achievin
Dh nother important goal W& i fies in the region:

‘preserving the environment.

'{ To underscore our commitment to sustaining our joint natural
resources, which we all need for future growth, we will dedicate
financial resources to the environment through implementation of
_this part of the debt stfategy. We will do this by accepting the
interest payments on the remaining concessional debt in local
currency and will place those funds in local trusts to support
_environmental projects agreed with each participating government.

U.S. and elsewhere in Latin America and the Caribbean, we will
also seek congressional authority to sell a portion of
outstanding bilateral commercial credits. This ptogram will be
designed to facilitate both private foreign investment and

/ activities directly in support of the environment. By selling a
portion of loans now held by our Export-Import Bank and the
commodity Credit Corporation, we will make available to the
%i&ww market Latin American and Caribbean country debt which can then

& In addition, to encourage stronger private sector interest in the

be swapped into local investment or local environmental programs
in those countries with debt-for-equity and debt-for-nature swap
> programs.

official debt burdens can produce_broad benefits for the region.
The measures I have described will help these countries attract
new resource flows and encourage the return of capital held by
their nationals overseas. This capital will provide a powerful ,

e/// sti growth. By dedicating financing to the environment,
we hope to provide for continued prosperity tomorrow.

Increased support for investment reforms and reduction of ?&%%%?7




To complement the above measures, I also propose to take the
following steps:

- I will ask the Congress for unearmarked bilateral assistance
appropriations for the region. We need more flexibility to
meet challenges, and my pledge to the Congress is that our
allocations will be based on performance criteria.

- Agriculture is an area where the U.S. excels. We want to
work with governments and the private sector to tap Latin
America’s potential for agricultural growth, and will ask
the Congress for funds for technical assistance and disease
control in future fiscal years. The effects of this policy
will bé felt particularly in the Andean countries.

- We propose a dialogue with hemisphere countries on the
effects of aviation, shipping, railroad and other

\__- tation polici on economic growth. One proposal we
would like to look at is an "open skies" agreement for this
hemisphere.

Each of these elements is small in an of itself. When examined
as part of the coherent policy which we propose, each one
contributes to greater trade and closer cooperation among us.

As I said at the beginning, ours is a commitment to a world at
peace. This year marks the 100th anniversary of the Inter-
American system. The Organization of American States, which is
so ably headed by Secretary General Joao Baena Soares, recently
celebrated this event in Paraguay-- a country which only last
year rejoined the ranks of democracies in this hemisphere.

We want to continue in the same spirit that animated those who
set in motion the inter-American system. Free peoples and free
markets must work together.

I am committed personally to make our partnership work. I look
forward with great anticipation to my trip to Brazil, Uruguay,
Argentina, Chile and Venezuela in September and my state visit to
Monterrey, Mexico, in December. I want to visit even more
countries, as well, if you are agreeable. My administration
stands ready to work with our Congress and private sector to make
this partnership a vibrant example of how free peoples and free
markets can meet the challenges of the future. Thank you very
much.
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Thank you, Mr. Secretary [Baker]. [Introductory
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I am pleased once again to speak to this influential group -
- pioneers in the private-sector effort to expand trade and
investment between the U.S. and Latin America. And I'm delighted
to address this gathering after what has been a remarkable year
of change.

Over the past twelve months, it has sometimes seemed that
the eyes of the woild rest solely on Eastern Europe -- on the
miraculous transformation that has faken place there. Our
friends in Latin America have watched these historic events
unfold, with inspiration and awe. But also, I know, with an
unmistakable sense of anxiety -- concern that our active
involvement in Europe will mean a decline in U.S. interest in
Latin America.

I am here today to assure you -- just as I’'ve assured the

many Latin American leaders I‘ve met with -- that the events of

the past year have increased U.S. interest in this region --
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strengthened our desire to forge a new partnership with the
growing forces of freedom in Latin America.

Because the fact is, the great drama of democracy is
unfolding right here in our own hemisphere. //

Think about the tremendous gains made for freedom this past
year. / When I spoke here last May, the people of Panama were
preparing to go to the pollé -- even as the dictator of Panama
was preparing to steal the election. In Nicaragua, civil war
raged, the Sandinistas ruled -- and thg brave men and women of
the Nicaraguan opposition were just beginning the long campaign
that led to this year’s great victory for democracy.

In Central America -- Nicaragua and Panama. In South
America -- Paragquay and Chile. All across the Americas, today
more people live under freely-elected governments.than ever
before -- and we are closer than ever before to the day when all
the people of the Americas, North and South, will live in
freedom. //

Even in Haiti, the scene of so much anguish and turmoil, the
provisional government has now announced its intention to hold
free elections. / Only Cuba remains -- Castro’s island prison,
isolated, out of step with the democratic tide. // But today -
- on the anniversary of Cuban Independence -- let me say with
certainty that even in Cuba, democracy will not be denied. //

As we in the U.S. welcome our Central and South American
neighbors into the ranks of democracy, we owe them our help --

and something more. We owe them our respect -- the respect due
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one free nation from another. The outstretched hand of
partnership, from the nation that will be, by the year 2000, home
of the world’s second-largest Spanish-speaking culture -- the
United States. //

I've worked to strengthen our ties. Just this year alone,
I've met with Presidents Barco, Paz and Garcia, at the Andean
Drug Summit in Cartagena. Here in Washington, I’ve hosted
Presidents Perez and Paz, Cristiani and Endara, Collor de Mello,
Calderon and Callejas, and Prime Minister Manley. In each case,
I’'ve come away from our talks with a strong sense of optimism.
And I believe every one of those leaders left the White House
knowing that the U.S. is engaged as never before in the future of
this hemisphere.

While from country to country conditions differ, we know now

that our challenge is to consolidate democracy -- and accelerate

development.

That means advancing the intellectual revolution now
sweeping Latin America -- a movement away from stale, Statist
doctrines. Away from dictatorships of the Right and Left.

Toward democracy -- free government -~ free enterprise. Toward

the true political and economic empowerment of the people.

That means encouraging, for the first time in many cases,
genuine free market reform. Even in countries that claimed no

kinship with communism, economies have been capitalist in name

only. In practice, they were rigged to favor the ruling elite -

- organiéed to ensure the prosperity of the people in power --
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not to open an avenue toward upward mobility for anyone ready and
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Peruvian economist Hernando de Soto describes the maze of
bureaucratic barriers that stood in the way of the entrepreneur
and stifled economic growth in his country. de Soto also shows

how much Lima, Peru’s capital, owed its economic vitality to the
u)ﬁw( le calls Yle Tisormal sepfo * nden

illeg 317 —shadow-econgmy -= ranaby enter riaing 1nd1v1duals
Yoz de a% 1ndéppden{- =
w1thout the consent of the State.
de Soto’s prescription -- and mine -- is to free this

economic_force. Unleash the million sparks of energy and

enterprise. Let the incentive of reward inspire men and women to

work to better themselves and their families.

5
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Already, Latin America is discovering this path. 1In Brazi%,
Costa ?2'”‘; ho

Argentina, Venezuela, Mexlceﬂand Jamaica, free market reforms are
going forward, creating space for private initiative to take hold
and flourish. As they succeed -- as they reap the rewards that
will follow what can be a painful transition ——-thexe:ia:hgpem“gg A

that;%ie;e nations will bring others in their wake.

And there S no rea;on to stop there - ‘no reason not bui d
on this shift towards. ‘the free market phllosophy, and make our
ultlmate aim a free trade agreement that links all ot/the
Amerigés - North/and South. We look forward to the day when not

only are the Americas the first fully democratlc hemisphere 7—'
; ,/ s

bqt when all are equal partners in a free trade zone stretpﬁlng
! /

from the Alaska s Port of Anchorage to Argentlna’s Tierra del

Fuego. //

KR
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And we in the U.S. must do all we can to ensure the future
of free markets in the Americas -- because our nation has a stake
in the economic health of this hemisphere. Last year, for the
first time ever, two-way trade between the U.S. and Latin America
topped $100 billion dollars. As that trade continues to grow --
so will the link between our prosperity and the prosperity of our
Latin American partners. '
Let me'provide a few statistics to drive home this point:
p s%“J~;3 Last year, the Co;ﬁ%bian economy grew?g?;ercent. U;S. exports to
COLﬁbbia rose 9 percent. // Mexico’s economy grew 3 percent --
and U.S. exports to that country climbed 21 percent. // 1In
Chile, with anonerall growth rate of 10 percent, U.S. exports
increased by triple that rate -- more than 30 percentage points.
. Now, let’s take a fresh look at a familiar statistic. We
ﬁéiﬁ9b all know total Latin debt13¥2§§33f54oo billion dollars, and we’'ve
all heard analyses of what that means for development in Latin
America. Well, I ask you today to consider what 1t means for the

= . S - Ly, oA YA

S U.S.: by one estimate, the debt burden has coet the United W'/

A .u
States as much as $75 billion in lost e;borts over the past ten
years.
That’s why I'm so pleased to report on the progress we've
made this past year under the Brady Plan. Mexico, Venezuela and
Costa Rlca have all

//‘ C-L;(,:K-{/ .r.

¢é7$0° ways to-restruetu;e Ehelr debt -- ways that complement their

eached agreement with their creditors on

efforts to restructure their economies along free-market lines.
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Because in the long-term, the free market remains the only path

to sustained growth.

s

[[Of course, the private sector _plays a crucial roLe. I

/
know Council of“ the Americas ls,commltted to exgandlng
-~ P

opportun'tles foru}rade and/investment /Aﬁd I'm pleased tg heaf&“%“‘#

Lo SR 4 vl ach AleffE— ot
C" fd4 <% ’- }’L’ //{’ L / é" ///41/"/ 4] a {’
. i .éhturégi éi:;eggby your owrt recehtly py_

20 e FEL T T -
ompleted Caribb@an/Central erican Affigp,mission to

Nicaragua.f::g%—‘- -

Taking advantage of new investment opportunities is good for
business -- but, at this critical moment, there’s something
bevond the bottom line. Something that can’t be measured in
simply in terms of GNP. The role the Council of the Americas can
play -- expanding trade and strengthening the private sector --
contributes not just to economic growth -- but to the growth of
democracy. //

Now, there is an important role for government to play as
well -- especially during the difficult days of transition from
dictatorship to democracy. That’s why I‘ve called on Congress to
provide more than $700 million dollars in emergency economic aid
to Panama and Nicaragua. ,This aid is critical. / A little over
a week ago, I received a ;g:gL%rom President Chamorro -- just
three weeké into her term in office ~deeting—with—a-crippiing.
Btrikerstaged=byspro=sandifiigta—uniens -- telling me that
Nicaragua was bankrupt. And yet, for more than 2 months now,
this emergency aid has been bogged down on Capitol Hill, as

Congressmen take advantage of these two nations’ dire needs to
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tack on unrelated amendments -- and load onto our aid request
funding for their pet projects.

Meanwhile, for the people of Nicaragua and Panama --
.democracy hangs in the balance. //

So let me say to the Congress: nof one more day of delay.
The fate of freedom rests in your hands. Rise above parochial
interests and the politics of pork barrel. Do the work of
democracy -- and pass this emergency aid packagé now. ///

Today, I began by speaking ébout the changes that have
riveted world attention on Europe. Part of the power of the
story is that it can be told in intensely personal terms -- as
the story of the dissident playwright who is now president. Of
the electrician who came to symbolize his people’s hopes for
freedom. // Democracy’s advance in Latin America has produced
its share of heroes -- and today I’1ll close with three from one
country alone -- Latin America’s newest democracy: Nicaragua.

For four years -- beginning in 1979, the year the
Sandinistas took power -- Enrique Dreyfus was head of Nicaragua’s
Supremé Council of Private Enterprise -- a private-sector group
in many ways similar to this one. His criticism of Sandinista
rule put him on the Sandinista black list, and landed him in
prison. Today, with the Sandinistas swept from power, Enrique
Dreyfus is not just free from persecution -- he is Nicaragua's
new Foreign Minister.

In 1985, members of the Sandinista internal security force

beat Sofonias Cisneros for criticizing the way the Sandinistas
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had politicized the schools. Today, Ms. Cisneros is Minister of
Education. //

And on July 10, 1988, opposition leader Myriam Arguello was
beaten, taken from her home in the middle of the night by
Sandinista police.-- tried, and sentenced to six months in
prison. Today, Myriam Arguello is President of Nicaragua's
freely-elected'National Assembly. //

Three stories that underscore in personal terms the truly
revolutionary political charige that’s taken place not just in
Nicaragua -- but across the Americas. Change that proves beyond
doubt that the day of the dictator is over -- and democracy’s day
has come. //

| For our part, we in the United States must do all we can to
help secure for all the Americas the freedom, the peace and
prosperity we enjoy. // Once again, thank you -- and God bless
the United States of America.
# # #



McGroarty/Cawley
June 26, 1990
10:45 am

[ LATAM]
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It is my pleasure to welcome to the White House so many !
distinguished guests with strong interests in the vital Latin
American and Caribbean region.

In the past 12 months, every one of us -- from the man in
the White House to the man on the street -- has been fascinated
by the tremendous changes -- positive changes -- taking place
around the world. / Freedom has made great gains -- not just in
Eastern Europe -- but right here, / in the Americas. / We've
seen a resurgence of democratic rule -- a rising tide of
democracy never before witnessed in the history of this
hemisphere. //

The political transformation sweeping Latin America has its
parallel in the economic sphere. / Throughout the region,
nations are turning away from the statist economic policies that
stifle growth -- and are now looking to the power of the free
market to help Latin America realize its untapped potential for
progress. A new leadership is emerging -- backed by the strength
of the people’s mandate -- leadership that understands that the

future of Latin America lies with free government and free

markets. // 1In the words of Colombia’s courageous leader --
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. Preé?ﬁent Viféilio Bg§co: "@Hé lgﬁa-ruﬁﬁing méféh between Karl
Borre0s N S s ST T

UyrﬁﬁQ% Mg§; and Adam Smith is finally coming to an end" with the
X x - X <
Lt "recééhltlon... that open economies with aégéssz§é markets Eén

légﬁ ééjsogfél prggress." //

For the U.S., these are welcome developments -- developments
we must encourage every way we can. [/ Af the same time, we must
recognize that we cannot -~ and must not -- attempt to impose on
our Latin American neighbors a prescribed course of change. /
There is no blueprint.--«no one-size-fits-all approach to reform.
/ The primary burden of achieving economic growth lies with the
Latin American nations themselves. Our challenge in the United
States is to respond in ways that support the positive changes
now taking place in Latin America. We must marshall the
resources of the Americas -- public and private -- and forge a
genuine partnership for free market reform. //

With these new realities in mind, three months ago, I asked

Treasury Secretary Brady to lead a review of U.S. economic policy

1_%3~4 toward Latin America and the Caribbean region -- to make a fresh

Pmrﬁaﬁf assessment of the problems and oppbrtunities we’ll encounter in

q“%@£7K“ the decade ahead. That review is now complete. The results are
in -- and the need for new economic initiatives is clear and

bompelling. //
I've asked you here in order to take this opportunity to

outline a comprehensive strategy for Latin America -- a broad- V//

based initiative --‘a gqgtnership for the 90’s that I call

EEE;;érise for the Americ;;:\\ghe that creates incentives that
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reinforce Latin America’s growing recognition that free market

reform is the key to sustained growth and political stability.

[WL¢ The three pillars of our new initiative are trade,
PGy e T
%@%v@w5 investment, and debt. //
of
Peeck Let’s begin with trade. 1In the 1980’s, trade within our

!

t

hemisphere trailed the overall pace of growth in world trade.
One principal reason: over-restrictive trade barriers that wall
\/ﬂ off the economies of the nations of Latin America from each
other, and from the United States -- at great cost to us all. /

| These barriers are the legacy of the misguided notion that a

nation’s economy needs protection in order to thrive. The great

economic lesson of this century is that protectionism stifles
\progress -- and free markets breed prosperity. //
To this end, we’ve formulated a three-point trade plan to

/7

\\ encourage the emerging trend toward free market reform now

gathering\ force in Latin America.

vw i the essence of this challenge: a vision for the
[;e isphe of a Free Trade Zone. I am announcing today that the
U

.S. stands ready to enter into Free Trade Agreements with

"Pﬁ % | significant markets in Latin America -- particularly with groups
S

\S £
?@@WMS of nations that form associations for purposes of liberalizing
W&HAU

¥V

their trade policies. //

There is no reason not to build on the trend we see toward

free markets, and make our ultimate aim a free trade agreement

that links all of the Americas -- North, Central and South. //

We look forward to the day when not only are the Americas the
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first fully free democratic hemisphere -- but when all are equal
partners in a free trade zone stretching from Alaska’s Port of
Anchorage to Argentina’s Tierra del Fuego. //

We must all recognize that we won’t bring down barriers to
free trade overnight. Changes so far-reaching may take years of
tough negotiations. But the payoff -- in terms of mutual
prosperity -- is worth every effort. / Now is the time to make
a comprehensive Free Trade Zone for the Americas our long-term

goal. We are ready to take the first step -- as we are doing

with Mexico -- to a future that promises expanded trade and
greater prosperity to all parties.
Second, I understand that some countries aren’t yet ready to

-

take that dramatic step to a full Free Trade Agreement. That’s
why we’re prepared to negotiate with any interested Latin

American nation bilateral trade agreements to establish a

/!

Such agreements already exist with Mexico and Bolivia.

L_framework for freer trade.

Framework agreements will enable us to move forward on a step-
by-step basis to eliminate counter-productive barriers to trade
- and towards our ultimate goal of free trade. // That’s a

prescription for greater growth and'a higher standard of living

in Latin America -- and right here at home, new markets for

1/

Third, as we enter the final months of the current Uruguay

American products, and more jobs for American workers.
Round of the world trade talks, I pledge close cooperation with

the nations of Latin America. The successful completion of the
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Uruguay Round remains the mosf effective way of promoting long-
term trade growth in Latin America -- and the increased
integration of Latin nations into the global trading system.
Iﬂ>j§ Our aim.in the Uruguay Round is free and fair trade. And we

Prograwy | will insist on a rigorous enforcement of existing trade rules.
+a-inc
Mmenes
“broft | American neighbors -- and whenever possible, we will seek

But we will listen to the specific trade concerns of our Latin

authority for deeper tariff reductions on products of special

| interest. //

Dismantling barriers to trade is just one of three key

elements in our(égggggggwg;terprise.Initiatigg} The second is

increased investment.

] The competition for capital today is fierce. The key to
Tﬂﬂ%§ increased investment is to be competitive -- to turn around the
conditions that have discouraged both foreign and domestic

investment. / Reduce the regulatory burden -- clear away the

tin America’s

. thicket of bureaucratic barriers that c

'[?spiring entrepreneurs. In one large Latin city, for instance,

VAR B ~
é;ﬁggmnt it takes almost 300 days to cut through the red tape to open a

her country, the average overse
"/

s
e

F?mall garment shop. / 1In

» caller has to make fi phone calls until he gets through -- and

4-1-40 the wait for a new te hone line can run as long as five ye
NG b= —
f / That’s got to change. / Inves is essential -- to
v . . .
make it easier to start new business ventures -- and make it

possible for international investors to participate and profit in

Latin American markets. //
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is prepared to take the following steps:

In order to create incentives for investment reform, the
S
First, the U.S. will work with the IDB -- the Inter-American

Al

FDWLL Development Bank -- to create a new lending program for nations

that take significant steps to remove impediments to

international investment. // “//

Second, we propose the creation of a new(iﬁigg?ment Fund for
(/ ==
€

the Americas. This fund, administered by -the IDB, could provide
Tﬁ@ﬁb up to $300 million dollars a year in grants in response to
market-oriented investment reforms and progress in privatization.

The U.S. is ready to contribute $100 million to the fund -- and

we will seek matching contributions from Europe and Japan. //

But in order to create an attractive climate for new
investment, we must build on our successful efforts to ease the //

debt burden -~ the third pillar of our Enterprise for the {
e
Americas initiative. //

Many nations have already undertaken painful economic

reforms for the sake of future growth -- but the investment

1

climate remains clouded by the heavy burden of debt. Under the

/

Brady Plan, we are mak%gg/significan progress. The agreements

reached with Mexia%?jggsta Rica andiy;;§igf£? are already having

— .
a positive impact on investment in those countries. Mexico -- to
take just one example -- has already seen a reversal of the

destructive capital flight that drains so many Latin American

nations of precious investment resources.
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- As one means of expanding our debt strategy, we propose that
the IDB add its efforts and resources to those of the
International Monetary Fund and the World Bank to finance
commercial debt transactions in Latin America. And -- as in the
case of World Bank and IMF -- IDB funds should be directly linked
to economic reform. //

o~ While the Brady Plan has helped nations reduce commercial / Z@'

bank debt, for nations with high levels of official debt -- debt 5

owed to governments, rather than private financial institutions - . po?‘l
- the burden remains heavy. Today, across Latin America, X '3"‘(".
official debt owed to the U.S. Government amounts to nearly $12
billion dollars -- with $7 billion of that amount in concessional Y
loans. // And in many cases, Latin America’s heaviest official /<P1}L
debt burdens fall on some of the region’s smallest nations -- éi”
) countries like Honduras, El Salvador, Jamaica.

That’s a problem we must address. Today -- as the key
component in our expanded debt strategy -- I am proposing a new
initiative to reduce Latin America’s offidial debt to the U.S.,
for countries that adopt strong economic and investment reform
programs with the support of international institutions.

Our debt reduction program will deal separately with TR

concessional and commercial-types of loans. Concessional debt -

=-loans made from AID or Food for Peace accounts -- may be

reduced uch as 40 to 80% for the most heavily burdened

countries. And we will also sell a portion o ing U.S.

commercial loans to facilitate debt-for-equity and nature swaps
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in countries that have set up such programs. These actions will;] V/

'§é:B?:Ease—basisr~\LL\\\\~‘_\\\~

an increasing number of our Latin neighbors,

be taken on

Fo

for free market reform is clear. // These nations need econ

breathing room to enact bold reforms. And this official debt

initiative is one answer: a way out from under the crushing

burden of debt-that slows the process of reform. //

o

Finally, one measure of prosperi € most important
long-term investment any nation can make -- is environmental

well-being. As part of the Enterprise for the Americas

\\ “f% investment initiative, we will take action to strengthen

!
Dﬁ% \éﬁ'environmental policies in the hemisphere. Debt-for-nature swaps

F§§ are one example -- patterned after the innovative agreements
reached by some Latin American nations and their commercial
creditors. We will also call for the creation of Environmental

Trusts -- where interest payments owed on restructured U.S. debt

will be paid in local currency and set aside to fund
environmental projects in the debtor countries. ///
I know there is some concern that the revolutionary changes

we've witnessed this past year in Eastern Europe will shift our

6?%}5 attention away from Latin America. I assure all of you here
N
.\ today -- the United States will not lose sight of the tremendous
- '/"’.%7,
challenges and opportunities here in our own hemisphere. / //%%”/Zgj
Less than two years from now, our hemisphere will celebrate éé/
ﬁﬂ;di the 500th anniversary of an epic event -- Columbus’ discovery of {??
YL /
4150 America: our new world. We trace our origins -- our shared f%
N s
4%
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history -- to the time of Columbus’ voyage, and the courageous
quest for the advancement of man. |

Today, the bonds of our common heritage are stfenghtened b;
‘the love of freedom -- and a qommoﬁ'commitment to democracy. Our
challenge today -- oﬁr new enterprise -- is to secure this shared
dream and all its fruits for all the people of the Americas, /
North, Central and South. //

The comprehensive plan I’'ve jus£ outlined -- this --
ambitious Enterprise for the Americas -- is proof positive the
United States is serious about forging a new partnership with our
Latin American neighbors. We’re ready to play a constructive
role at this critical time in the history of this hemisphere. //

We in the United States will do all we can to help secure
for all the Americas the freedom, peace and prosperity we enjoy -
- to make ours the first fully free hemisphere in all of history.

// Thank you -- and God bless the people of the Americas.
o+ 4 ‘
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PRESIDENTIAL REMARKS: LATIN AMERICAN TRADE AND INVESTMENT
THE EAST ROOM
JUNE 27, 1990
XX:00 P.M.

[Introductory acknowledgements.] It is my pleasure to

welcome to the White House so many distinguished guests with

apd CL\"\ \°an J

strong interests in the vital Latin Amerié%(reglon.

In the past 12 months, every one of us -- from the man in
the White House to the man on the street -- has been fascinated
by the tremendous changes -- positive changes -- taking place
around the world. / Freedom has made great gains -- not just in
Eastern Europe -- but right here, / in the Americas. / We've
seen a resurgence of democratic rule -- a rising tide of
democracy never before witnessed in the history of this
hemisphere. //

Today, only 1 percent of all the people in the Americas are
living under a dictator’s rule. fﬁey are the ten million men and
women on Castro’s island prison. And even there, in Cuba --we
all know freedom will not forever be denied. The day will come
when Cuba, too, joins the ranks of the world’s democracies -- and
makes the Americas fully free. //

The political transformation sweeping Latin America has its
parallel in the economic sphere. / Throughout the region,

nations are turning away from the statist economic policies that
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stifle growth -- and are now looking to the power of the free
.market to help Latin Amerlca realize its untapped potential for 4
progress. A new leadership is emerging -~ backed by the atrengtﬁjr’//
the people’s mandate -- leadership that understands that the
future of Latin America lies with free government and free
markets. //

For the U.S., these are welcome developments -- developments
we must encourage every way we can. / At the same time, we must

recognize that we cannot -- and must not -- attempt to impose on

our Latin American neighbors a prescribed course of change. /

Fachmetiomr I theregiomrmust—make—tts—owWn cnorcemd—nmve—at-

he of +he
its—ewmr—peee~ / Our challenge is to marshall Amesésaa resoufE§€7‘-.___,
-- public and private -- in ways that support the positive
changes now taking place in Latin America. //

With these new realities in mind, three months ago, I asked
Treasury Secretary Brady to lead a revié%’of U.S. economic policy
toward Latin America and the Caribbean region -- to make a fresh
assessmeﬁt of the problems and opéértunities we’ll encounter in
the decade ahead. That review is now complete -~ the results are
in -- and the need for new economic initiatives is clear and
compelling. //

I've asked you here in order to take this opportunity to
outline a comprehensive strategy for Latin America -- a broad-

based initiative for the 90’s I call Enterprise for the Americas:

one that puts in place incentives that reinforce Latin America’s
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growlng recognition that free market reform is the key to
‘sustaiﬁed growth and political stability. //

The twin pillars of our new initiative are trade and
investment. //

Let’s begin with trade. In the 1980's, trade within our
hemisphere trailed the overall pace of growth in world trade.
The principal reason: over-restrictive trade barriers that wall
off the economies of the nations of Latin America from each
other, and from the United States -- at great cost to us all. /
These barriers are the legacy of phe misguided notion that a
nation’s economy needs protection in order to thrive. The great
economic lesson of this century is that protectionism stifles

progress —- and free markets breed prosperity. //

' There is no reason not to build on the trend we see toward

free markets, and make our ultimate aim a free trade agreement
that links all of the Americas —- North, Central and South. //
We look forward to the day when not only are the Americas the

first fully free democratic hemisphere -- but when all are equél
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partners in a free trade zone stretching from Alaska’s Port of
Anchorage to Argentina’s Tierra del Fuego..
- We must all recognize that we won't bring down barriers to
free trade overnight. Changes so far-reaching may take years of
tough negotiations. But the payoff -- in terms of mutual

prosperity -- is worth every effort. / Now is the time to make a_

nelvensy ‘Zp“€'°{~gﬁee’+YQ our long-term goal. We are ready to take

o5 W O 0 Jrfw\% Wty MW\bO)
the first sthA@o a future that promises expanded trade and

greater prosperity to all parties. //

Second, I understand that some countries aren’t yet ready to
take that dramatic step to a full Free Trade Agreement. That's
why we're pfepared to negotiate with any.interested Latin
American nation bilateral trade agreements'to establish a
framework for freer trade. // Such agreements already exist

with Mexico and Bolivia. f{Esample{s—ef—positive_mpam:s2l

Framework agreements will enable us to move forward on a
step-by-step basis to eliminate counteg;éroductive barriers to
trade -- and towards our ultimate goal of free trade. // That'’s
a prescription for greater growth'And a higher standard of living
in Latin America -- and right here at home, new markets for
American-products, and more jobs for American workers. //

And third, as we enter the final months of the current
Uruguay Round of the world trade talks,.I pledge close
cooperaﬁion with the nations of Latin America. Our aim in the

Uruguay Round remains free and fair trade. And we will insist on

a rigorous enforcement of existing trade rules. But we will
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listen to theAspecific trade concerns of our Latin American
neiéhbérs -- and whenever possible, we will seek authority for
deeper tariff reductions on products of special interest. //
Dismantling barriers to trade is just one of two key
elements in our Americas Enterprise Initiative. The other is
increased investment -- and here, easing the debt burden plays a

central role. //

- S—
~  The key to

Lipvestors to parti ipate and profit in Latin America

In order to create incentives for investment reform, the
U.S. is prepared to take the following steps:

First, the U.S. will work with the IDB -- the Inter-American
Developmenf Bank -- to create a ﬂéw lending program for nations
that take significant steps to remove impediments to
international investment. //

Second, we propose the creation of a new Investment Fund for
sf'b‘c& odwmninistered by Yhe TDBs

the Americas. This fung'coula provide up to $300 million dollars

2
a year in grants in response to market-oriented investment

reforms and progress in privatization. The U.S. is ready to
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contribute $100 million to the fund —- and we will seek matching
contributions from Europe and Japan. //
Third, we must build on our successful efforts to ease the
debt burden. / Many nations have already undertaken painful '
economic reforms for the sake of future growth -~ but the .

\s
investment climate]remains clouded by the heavy burden of debt.

Under the Brady Plan, wé%?%é%ggg&gignlflcant progress. The
agreements reached with Mexico, Costa Rica and Venezuela are
already having a positivg impact on investment in those
countries. ﬁexico -- to take just one'example -- has alreédy

seen a reversal of the destructive capital flight that drains so

any Latin American nations of precious investment resources.

educe
While the Brady Plan has helped nations [ cammarcialbank(

debt, for nations with hlgh levels of official debt -- debt owed
to governments, rather than private financial institutions -- the

burden remains heavy. Today, across Latxn America, official debt

owed to the U.S. Government amounts to EoNe—thor— billion
\Q‘UJ\MLL\ ﬁ_] b\\hd\\ r‘e‘D\"{SBVd's TR _‘DQ.V\
dollar§ix // And in many cases, Latln America’s heaviest

official debt burdea{%allt on some of the region’s smallest and

{!g;:’t nations -- nations like Honduras, El Salvador, Jamaica.
That’s a problem we must address. Today -- as the Sl

key component in our package of investment reform incentives -~ I

am proposing a new initiative to reduce and restructure Latin
America’s official deﬁéff%giﬁi%i; case of some countries, by as
much as 80%. // '
InseRT ~, &
gew #
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initiaitivel,,‘ prrpm—to—am i O
licies 1n ¥he H-zwus here. T~
;o—the-se‘sv*ee—ef—pm&m Hebt-for-nature swaps are one

example -- patterned after the innovative agreements reached by

some Latin American nations and their commercial creditors. 2nd

eur—Ente;prtee—éo:_the_Amerlcas—eniﬁiggtve w1llﬂg§11 for the

creation of Environmental Trusts -—- where a=p=5=$aa-gé lnterest
Xructured id in Joeal curreney aamd il loe

payments owed\Bﬁfﬁ_E——aasg will Bé%%EE;;%;%E-TET1§%ﬁr“—-~\\ifftfffi__1

environmental projects in the debtor countries.

I know there is serious concern in some guarters that the
revolutionary changes we’ve witnessed this past year in Easterm
Europe will shift our attention away from Latin America. I
assure all of you here today -- the United States will not lose
sight of the tremendous challenges and opportunities here in our
own hemisphere. /

I am convinced that Latin America stands at a turning point
-- on the threshold of -a new era of freedom, prosperity and
progress. // The comprehensive plan I‘ve just outlined is proof
positive the United States is seriéus about forging a new
partnership with our Latin American neighbors. We’re ready to
play a constructive role at this critical time in the history of
this hemisphere. //

We in the United States will do all we can to help secure
for all the Americas the freedom, peace and prosperity we enjoy -
- to make ours the first fully free hemisphere in all of history.
// Thank you -- and God bless the people of the Americas.



o Page 1 -- paragraph 3 --
>Z Reference to Castro will not be taken well by this e

particular audience.

o Page 2 -- paragraph 2, insert the following in place of

~deletion:

-

"As with all successful efforts among neighbors, first
’___/\/__\—"/—\/
steps begin at home, but success is assured by many

hands working together."
. 9 together,

o Page 3 - paragraphs 3 and 4, change to read as follows:
"To this end, we've formulated a challenge to encourage
the emerging trend toward free market reform now
gathering force in Latin America.(j;he essence of this
challenge is a vision for the Hemisphere of a free
trade zone. | The most effecti§§ way of promoting long
term trade growth in Latin Amefica and more fully
iﬁintegrating Latin Americas countries into the global
trading system is to successfully conclude the Uruguay
Round. However, comprehensive free trade agreements
also further trade liberalization.

Thus, I am announcihg today that the U.S. stands
willing to enter into Free Trade Agreements with
significant markets in Latin America -- particularly
groups of countries that have associated for purposes

of liberalization."



=2

o Page 5 -- replace paragraphs 3 & 4 with the following:

"The competition for capital today is fierce. The key
to increased investment is to be competitive -- to
turn around the conditions that have discouraged both
foreign and direct investment.(:iatin America must

clear away the thicket of bureaucratic barriers that

choke off aspiring entrepreneurs and attract home the

savings of their own people.t:k

(o} Page 6, afterfparagraph‘i add the following:

"To build on these successes, We are encouraging the
IDB to provide more resources to support the reduction
of commercial bank debt in the region. As in the IMF
and World Bank, the availability of these resources
will be directly linked to economic reform efforts."

o Page 6, add tﬁe.folloﬁing at bottom of page:
"U;S.<E?ncessiona§>debt will be restructured through
exchanges that will reduce the debt bu;den.[:;e wili
also séll a portion of outstanding U.S. commercial \

d O‘W 5 — ey C e . . .
loans to facilitate (E;abt-for-equlty)and nature swaps 1n
e e e Jotindinried

PAN -

countries that have set up such programs. These actionF

will be taken on a case-by-case basis for countries in
the region which adopt strong econ&mic and investment
reform programs with the support of international
institutighé:" N
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June 24, 1990
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PRESIDENTIAL REMARKS: LATIN AMERICAN TRADE AND INVESTMENT
THE EAST ROOM
JUNE 27, 1990
XX:00 P.M.

[Introductory acknowledgements.] It is my pleasure to
welcome to the White House so maﬂy distinguished guests with
strong interests in the vital Latin America region.

In the past 12 months, every one of us -- from the man in
the White House to the man on the street -- has been fascinated
by the tremendous changes -- poéitive changes -- taking place
around the world. / Freedom has made great gains -- not just in
Eastern Europe -- but right here, / in the Americas. / We've
seen a resurgence of democratic rule -- a rising tide of
democracy never before witnessed in the history of this
hemisphere. //

Today, only 1 percent of all the people in the Americas are
living under a d%ctator’s rule. They are the ten million men and
women on e‘gg;giésisland prison. And even there, in Cuba --we
all know freedom will not forever be denied. The day will come
when Cuba, too, joins the ranks of the world'’'s democracies -- and
makes the Americas fully free. //

The political transformation sweeping Latin America has its
parallel in the economic sphere. / Throughout the region,

nations are turning away from the statist economic policies that
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stifle growth -- and are now looking to the power of the free
market to help Latin America realize its untapped potential for
progress. A new leadership is emergingl-- backed ﬁy the strength
the people’s mandate -- leadership that understands that the
future of Latin America lies with free government and free

markets. //

-Q& For the U.S., these are welcome developments -- developments

§§ :  we must encourage every way we can. / At the same time, we must
jik recognize that we cannot -- and must not -- attempt to impose on

2

\\5§§f§ There is no blueprint -- no one-size-fits-all approach to reform.

our Latin American neighbors a prescribed course of change. /

Each nation in the region must make its own choices and move at

S AN ey
, g:f its own pace. /) Our challenge,is to

(l-=—pubi:c—and—prtvate—-— in ways that support the positive
changes now taking place in Latin America. // b&_;wag; - /”fﬁ;x%
AT

With these new realities in mind, three months ago, I asked
Treasury Secretary Brady to lead a review of U.S. économic policy
toward Latin America and the Caribbean region -- to make a fresh
assessment of the problems and opportunities we’ll encounter in
the decade ahead. That review is now complete -- the results are
in -- and -the need for new economic initiatives is clear and
compelling. //

I've asked you here in order to take this opportunity to

‘outline a comprehensive .strategy for Latin America - a broad-

- = ap et g - ' \éhﬁ%#éﬂﬁuéaiiér
based initiative,for .the 90's I call : ' the Americas:
]

1/ ’
J

one that puts in place incentives Eﬁgt riigfgpce Latin America’s

[ () Rarfetr
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growing recognition that free market re is the key to
sustained growth and political stability.

The twin pillars of our new initiative are trade and

investment. //

Let’s begin with trade. In the 1980’s, trade within our
hemisphere trailed the overall pace of growth in world trade.
The principal reason: over-restrictive trade barriers that wall
off the economies of the nations of Latin America from each
other, and from the United States -- at great cost to us all. /
These barriers are the legacy of the misguided notion that a
nation’s economy needs protection in order to thrive. The great
economic lesson of this century is that protectionism stifles
progress -- and free markets breed prosperity. //

To this end, we’ve formulated a titesephint fizéie\pldd| to

encourage the emerging trend toward free market reform now:

gathering force in Latin America., /%;%v¢~ :
4&2231 I am announcing today that the .S. ts—feady—to—enter
. s

ee Trade Agreements with 3571?7?£L~4{

in%efeEte/ in 2 i ration -L or groups of Tations that Awe

-

« o = £ (e Il,-/ t- //

" There 4s no reason not to build on the trend we see toward

free mayrkets, and make our ultimate aim a free trade agreement

that Ainks all of the Americas -- North, Central and South. //
We/look forward to the day when not only are the Americas the

first fully free democratic hemisphere -- but when all are equal

MMWNZ
vy 85
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partners in a free trade zone stretching from Alaska’s Port of

free trade overnight. Changes so far-reaching may take years of
tough negotiations. But the payoff/ -- in terms of mutual
prosperity -- is / Now is the time to make &

-term goal. We are ready to take

the first step,/£o a future that promises expanded trade and
greater prosperity to all parties. //

Second, I understand that some countries aren’t yet ready to
take that dramatic step to a full Free Trade Agreement. That's
why we’re prepared to negotiate with any interested Latin
American nation bilateral trade agreements‘to establish a
framework for freer trade. // Such agreements already exist
with Mexico and Bolivia. -|Examplretsiof—posttiveimpact?]

framework agreements will enable us to move forward on a
step-by-step basis té eliminate counter-productive barriers to
trade -- and towards our ultimate goal of free trade. // That's
a prescription for greater growth and a higher standard of living
in Latin America -- and right here at home, new markets for
American products, &nd more jobs for American workers. //

And third, as we enter the final months of the current
Uruguay Round of the world trade talks,'I pledge close
cooperation with the nations of Latin America. Our aim in the

Uruguay Round remains free and fair trade. And we will insist on

a rigorous enforcement of existing trade rules. But we will
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PRESIDENTIAL REMARKS: LATIN AMERICAN TRADE AND
INVESTMENT INITIATIVE
THE EAST ROOM
JUNE 27, 1990
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It is my pleasure to welcome to the White House so many Ai/'z»ck/
distinguished gquests with strong interesté in the vital Latin ;
American and Caribbean region.

In the past 12 months, every one of us -- from the man in
the White House to the man on the street -- has been fascinated
by the tremendous changes -- positive changes -- taking place
around the world. / Freedom has made great gains ~- not just in
Eastern Europe -- but right here, / in the Americas. /] We've
seen a resurgence of democratic rule -~ a rising tide of
democracy never before witnessed in the history of this
hemisphere. // _ ) ,

Today, only 1 percent of all the people in the Americas are
livihg uﬁa;rf;/diég;tor's fule. They are the téﬁ/hi lion ﬁg; éggi
womeﬁ/gﬁ/édsgzs i§ig;d prfg:n. And even there -- we all know
freedom will not forever be denied. The day will come when Cuba,
too, joins the ranks of the world's democracies -—‘and makeg the
Americas fully free. //

The political transformation sweeping Latin America has its

parallel in the economic sphere. / Throughout the region,

nations are turning away from the statist economic policies that
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stifle growth -- and are now looking to the power of the free
market to help Latin America realize its untapped potential for
progress. A new leadership is emerging -- backed by the strength
6: the people's mandate -- leadership that understands that the
future of Latin America lies with free government and free
markets. // In the words of Colombia's ‘courageous leader --

A 4 < N b
%figﬁ%;un’Presigent Viréflio Barco: "fﬁé lgﬁé-ruﬁging match between Karl

T(UQQ -
. < - ; < .
MEErx a%a Aaém Smith is fiﬁglly cgﬁing)€6 éi'éhd" with the

“recdénition... ﬁﬁ%t o%%n ec%%omies with aéégss to markets can
N N\
lead to social prodress." [/

For the U.S., these are welcome developments -- developments
we must encourage every way we can. / At the same time, we must
recognize that we cannot -- and must not -- attempt to impose on
our Latin American neighbors a prescribed course of change. /[
There is no blueprint -- no one-size-fits-all approach to reform.
Each nation in the region must make its own_choices'and move at
its own pace. / The primary burden of achieving economic growth
lies with the Latin American nations themselves. Our challenge
'in the United States is to respond in ways that support the

positive changes now taking place in Latin America. We must

marshall the resources of the Americas -- public and private --
and forge a genuine partnership for free market reform. //
> >
)k&*& With these new realities in mind, thfee months ago, I asked
Pa(ql 25 P \/ S>> < < ‘
B . olicy
$ Vyrvj Treasury Secretary Brady 1ead a review of U. S economic poli

el
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towagx<Lat1n America and the cCaribbean region -- to make a fresh

N/ > >< > X
assessment of the problems ‘and opportunltles we'll encounter in



e
the decade ahead. That review is now comﬁiége - tte results are —I:]
in -- and the need for new economic initiatives is clear and
compelling. //
I've asked you here in order to take this opportunity to
outline a comprehensive strategy for Latin America -- a broad-

~ 7
based initiative -- a gartnershlg for the 90's tﬁat I oallJ/, [:::

1/0/ o o

Enterpr £ the Americas: one that Creates 1ncent1ves that.
/- e h/ ~
re1nfo ce Latin Amerlca s growang recégnition that free/market

A AP AN g g

reform is the key to sustalned growth and political stability.

X X X Sl e

*@Vg?W The win pillars of our new initiative are trade anad
".Q‘va{“rﬁ’ 2<
&ﬁﬁf‘ inveStment. //

' o< L <K
Let's begin with trade. I;7€ig>§§§3<g, trade w1t§?§“our

;@4w/hemlsﬁﬁére trgiigd tﬁe/overall pace of growth £%<%or1d trade.
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off the economles of the natlons of Latin America from each
\
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other, and from the United States -- at great cost to us all. /
These barriers are the legacy of the misguided notion that a
nation's economy needs protection in order to thrive. The great
economic lesson of this century is that protectionism stifles

progress =-- and free markets breed prosperity. //

el To this end, we've formulated a three-point challenge to
Proqr e 507 L < > S S N s N e
et deingNe60  encourage the emerging trend toward free market reform now
o el N YN N 7
gathering force in Latin America.
N T e ~ X v N e >
C First, as we enter the final months of the current Uruguay
L.p ve XX e < ¥ e et > >
é, ,DkaRound of the world trade talks, I pledge close cooperation with
[
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the nations of Latin América. The successful completion of the
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Our aim in the Uruguay Round is free and fair trade. And wiJ

will insist on a rigorous enforcement of existing trade rules.

, > X e 3 e < N X
Eﬁ% we-will listen to the specific trade coﬁéerns of our Latin
L.p°5 N > < A S
w:;ir*qumerican neighbors ~-- and whenever poséible, we will seek .
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authority fgr dzgper tariff red&gklons 6§ prgaucts 3t special

intz;est. //
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Seézid the essence of this challenge 1s\5*v1s1on for the
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P*\'chuw‘ﬁ‘f"“‘l/hem:Lsphere of a Free Trade Zone. I am announc1ng today Eﬁht tﬁé
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U.S. stands ready to eriter into Free Trade Agreements with
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significant markets in Latin Amé?&ca - paf%icularly\zith groups
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of nations that form asséciations for purposes of liberalizing

D N
théir trade policies. //

There is no reason not to build on the trend we see toward
[-F-‘S

?KM.@&ﬁ_ , free markets,‘and make our ultimate aim a free trade agreement

Aﬁ%:;f that links all of the Americas -- North, Central and South. //
We look forward to the day when not only are the Americas the
first fully free democratic hemisphere -- but when all are equal
partners in a free trade zone stretching from Alaska's Port of
Anchorage to Argentina's Tierra del Fuego.

We must all recognize that we won't bring down barriers to

7 free trade overnight. Changes so far-reaching may take years of
“Dreft
Pt

tough negotiations. But the payoff -- in terms of mutual

prosperity -- is worth every effort. / Now is the time to make
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a comprehensive Free Trade Zone for the Americas our lohg-term
goal. We are ready.to take the first step -- as we are doing
with Mexico.-- to a future that promises expanded trade and
greater prosperity to all parties.

Third, I understand that some countries aren't Yet ready to
£m'5b%ﬁﬁﬁ{take that dramatic step to a full Free Trade Agreement. Tﬁgt's
fwﬁﬁigsyﬂf wﬂ?TWé%;e pfé%ared\%% negozgﬁte éfth‘éiy intggestedjigtin

Amef?%an ngzion bilateral trade agreements to establish a ’j
framework for freer trade. //
B DrcpL ~’ Such agreements already exist with Mexico and Bolivia.
7»3*4 Framework agreements will enable us to move forward on a step-
by-step basis to eliminate coﬁnter-productive barriers to trade -

- and towards our ultimate goél of free trade. // That's a

prescription for greater growth and a higher standard of living'

in Latin America -- and right here at home, new markets for
Américan products, and more jobs for American workers. 11/
Dismantling barriers to trade is just one of two key

elements in our Americas Enterprise Initiative. The other is
increased investment -- and here, easing the debt burden plays a
central role. // |

’ . The competition for capital today is fierce. The key to

7%7@,?5' increased investment is to be competitive. / Reduce the
regulatory burden -- clear away the thicket of bureaucratic

barriers that choke off Latin America's aspiring entrepreneurs.

[[(Examples to come.]]
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Investment reform is essential -- to make it easier to start
new business ventures -- and make it possible for international
investors to participate and profit in Latin American markets. //
" In order to create incentives for ihvestment reform, the
U.S. is prepared to take the following four steps:
VA

Fidet, thé U'S. will wolk with tHS 106 —- the Int&-anerican
Devgioﬁient Bagk - éé cregie a né& len&ing pfgéram fgi na%&ons
th;E~zéke sf&nificant'sz;ps ¥o reﬁéve iﬁﬁediments £o
intefxgtional investient. ]/

Second; we propose the creation of a new Investment Fund for

XX P o o T
the Ame:%ggg. This fund, administered by the IDB, cdﬁid provide
u§”£§‘§§bo ﬁfﬁlion doffars>§ ygé; f% gr;éts E% respgnse té
mafﬁgt-offented inVestment refgéms gﬁd prgéress in pri:;tization.
Tﬂé’Ujg. ié rézay gg coné?ibute ;?00 miiiionsio'fﬂe £ina --‘égd
wzlwfil Qéék méﬁching c%%tributions fﬁgm Ezgope ;Eg Jéggn. !/

And in order to create an attractive climate for new
investment, we must build on our successful effqrﬁs to ease the
debt burden. / Many nations have already undertaken painful
economic reforms for the sake of future growth -- but the
investment climate remains clouded by the heavy burden of debt.
Under the Brady Plan, we are making significant progress. The
agreements reached with Mexico, Costa Rica anq Venezuela are
already having a posiéive impgét on investment\ih those
countries. [Eexico -- to take just one example -- has aiready
seen a reversal of the destructive capital flight that drains so

many Latin American nations of precious investment resourcesé?
Jefr Duie) - voTH
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the International Monetary Fund and the World Bank to finance
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commercial debt transactions in Latin Ameérica. And -- as in 'the

X, N

case of World Bank and IMF -- IDB funds should be directly linked
to economic reforﬁ. //

While the Brady Plan has helped nations reduce commercial
bank debt, for nations with high levels of official debt -~ debt
owed to governments, rather than private financial institutions_-
- the burden remains heavy. Today, across Latin America,
official debt owed to the U.S. Government amounts to nearly $12
billion dollars -- with $7 billion of that amount in concessional
loans. // And in many cases, Latin America's heaviest official
debt burdens fall on some of the region's smallest nations —--
countries like Honduras, El Salvador, Jamaica.

That's a problem we must address. Today -- as the fourth and
final component in our package of investment reform incentives -

= I am proposing a new initiative to reduce and restructure Latin

America's official debt to the U.8. -- in the case of some
countries, by as much as 80%. //

In return, we will expect these countries to adopt strong
economic and investment reform programs, with the support of
internationai institutions. ///

As part of the:Enterprise for the Americas investment
initiatives, we will take action to employ economic policy in the

service of strengthened environmental poiicies in the hemisphere.
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Debt-for-nature swaps are one example -~ patterned after the
innovative agreements>reached by some Latin American nations and
their commercial creditors. We will also call for the creation
of Environmental Trusts -- where interest payments owed on
restructured U.S. debt will be set aside to fund environmental
projects in the debtor countries. ///

I know there is some concern that the revolutionary changes
we've witnessed this past year in Eastern Europe will shift our
attention'away from Latin America. I assure all of you here
today -- the United States will not lose sight of the tremendous
challenges and opportunities here in our own hemisphere. /

I am convinced that Latin America stands at a turning point
—-— on the threshold of a new era of freedonm, prosperity and
progress. // The comprehensive plan I've just outlined -- this
-- ambitious Enterprise for the Americas -- is proof positive the
United States is serious about forging a mnew partnership with our
Latin American neighbors. We're ready to play a constructive
role at this critical time in the history of this hemisphere. //

We in the United states will do ;ll we can to help secure
for all the Americas the freedom, peace and prosperity we enjoy -
- to make ours the first fully free hemisphere in all of history.
// Thank you -- and God bless the people of the Americas.

¥ # #
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June 4, 1990

President Gray, Members of the Board, Distinguished Guests, Class of 1990:

Tn a few short days, each of you wiil be entering a new stage in life, new careers,
new opportunities, new challenges. In a few short meonths, I will be leaving the office of
President of Colombia. I have been on a long and fascinating journey since that day in
1943 when, like all of you today, I received my degree from MIT.

I remember that day well, So many things raced through my mind. So much was
happening in the world. So much was happening so fast. Social, political and economic
orders were turned upside down by events around the world. Overnight, it seemed,
borders were changing in Europe. No one was sure what tomorrow would bring.

All of this must sound strangely familiar to each of you with the rapid rate of
change in Europe and around the world. All of it may be a bit overwhelming as well. I can
understand the feeling. In my senior year, in my room at the Graduate House, I remember
feeling a bit overwhelmed myself for what the future might bring.

Little did I know that a few years later, T would be deeply involved in politics,
elected to the House of Representatives, only to have Congress shut down as violence
against my party broke out. A year later, I returned to Boston with my new wife to obtain a
graduate degree at MIT, Soon after, my first child, Carolina, was born here at
Massachusetts General Hospital, at the same time my friend and young professor Paul
Samuelson and his wife had wiplets.

1 knew I had to return to Colombia at a time of crisis, but little did ] know what
extraordinary events would shape my life in public service. I have learned that our lives and
careers are shaped by outside forces, often beyond our ¢ontrol. Throughout our lives, we
are faced with important choices. In the end, I realized how important it is to establish a set
of values and beliefs to guide these choices.

T also realized that a strong foundation in the humanities, economics and technology
was the key, for it is through these basic disciplines that we manage change. They are truly
at the core of social progress. Now these enormously powerful tools of change rest in your
hands and the fate of future generations depends on your ability to put to good use all that
you have learned. Your families, your professors and I are all confident that each of yon
can meet the challenge.

This pace of change, and the rigors of academic life have at times, I'm sure, left
you gasping for breath, wondering if the whirl of learning around you will ever slow
down.
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Today, you can stop and take a breath. Look back on the years you have spent at
MIT; look beyond the long hours and hard work. What you have achieved today is a true
compliment to all of you and you should stop and savor the moment. Commit to memory
the time you have spent here and what you have done. In the future you will look back on
these years as a time of great excitement, of great challenges and of great ideas. It was a
time when many of life's mundane details could be set aside so you could focus on ideas,
on learning, on experiencing the thrill of academic life. You will look back at these years as
a time when life was lived to its fullest, when bonds of friendship were built, bonds that
will last your entire lives. Never forget what you have learned here; it will serve you well
for years to come. Indeed, it has served me very well.

In many ways, this is also a proud day in my life. Today, I also find myself poised
on the edge of a new time in my life. This speech to the class of 1990 at my alma mater will
be one of the last major speeches of my presidency. Soon I will depart elected office and
seek new challenges in my life. Some have asked how I managed the job of president at
such difficult times. I tell them that it is nothing compared to taking the oral PhD
examinations at MIT.

In many ways, my situation is much like yours: together we enter a new time in our
lives, 2 time with new opportunities and new responsibilities. We must enter this new time
bravely, bolding dearly to the values that we have been taught to cherish at home, at school
and here at MIT.

No doubt, all of you expect me to talk about an issue that has stirred the hearts and
minds—and emotions—of millions around the world. It is an issue I have come to
represent, one which has even led to some controversy on this campus. I am sure you
expected me to use this time with you to discuss the scourge of illegal narcotics.

But that is not what I have come here to speak about today. I hope my views on
this issue are well known by now. Every day, you read about our struggle against narco-
terrorism and drug trafficking in Colombia. This struggle will continue when I leave office,
for good men and women everywhere will not tolerate the misery and violence bred by
those who push and those who consume illegal drugs.

No, today I want to explore with you a wider vision and the events that will shape a
new global order in the 21st century. For of all days—a day which has such personal
importance to me and to each of you—this is a day to look forward, not to look back.

Like most of you here, in Colombia we watched on television the wall come down
in Berlin with rapt attention. From "People Power” in the Philippines to Vaclev Havel's
"Velvet Revolution™ to the "NO" vote in Chile, democracy is on the rise around the globe
as totalitarian governments are tossed off by people restless to experience a world of
freedom. For all those devoted to the cause of freedom, we share in their celebration of
democracy.

Democracy is not a distant notion at all in Colombia. Indeed, our position in Latin
America is somewhat unigue. Our Constitution is nearly as old as yours and our democratic
institutions have long been a model for our neighbors. This is the true significance of our
current struggle, for the greatest threat to our democracy is narco-terrorism and the
insatiable worldwide demand for drugs which fuels it. In the past, we usually saw
extremist ideologies as the most serious threat to democracy, but now drugs and organized
crime are even more dangerous, not only to our democracy, but to yours as well.
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This is an auspicious moment to reflect on our changing world and a new global
order. Look at what has happened since 1 graduated from MIT. In 1943, a terrible war was
raging in Europe and in Asia, taking lives and devastating the countryside at every turn. No
one can ever forget the tragedy of this war: the 45 million killed, the Nazi death camps, the
destruction of towns, cities, of lives and hopes of generations to come, the use of atomic
weapons at Hiroshima and Nagasaki.

Seven years later, when I rewurned to MIT for postgraduaie studies, Europe was
still rebuilding the ravages of this war and the Cold War appeared to be a reality that would
never leave. Soviets and Americans stood poised, ready to strike each other at a moment's
notice, threatening the existence of the human race.

Around the world, democracy was in retreat and totalitarian regimes flourished on
nearly every continent. The result of totalitarian regimes in Latin America was the same as
everywhere: the crushing of the will of the people, the violation of fundamental human
rights, the demise of democracy.

During this cold war, the developed world chose to look the other way as millions
in Latin America suffered under oppression. US foreign policy remained fixated on East-
West competition. A North-South view rarely came into focus.

And yet, in the last decade, democratic change has swept our continent. Ten years
ago most countries of Latin America suffered under the weight of dictatorships. Just look at
the change. Peru retarned to democracy in 1980, Bolivia in 1982, Argentina in 1983,
Brazil in 1985, Chile, Nicaragua and Panama in the last year alone. Almost a whole
continent has moved from military rule to legitimately elected leaders. Still, as evidence of
North American's bias to the cold war ideology, this dramatic change so close to your
borders receives relatively litde attention,

Now it is time to open our eyes to a new world. After years of superpower conflict,
each one vying for gains in the high-stakes game for global military advantage, we are now
able to see beyond the East-West confrontation, Today's global order no longer rests on the
foundation of security concerns; military might is no longer what determines a country's
place in the international system.

We are now able to look beyond the myopia of the Cold War, beyond our
previously clouded horizon, to where a new world is waiting. A world where economic
growth and technological innovation will be of critical importance, not sheer military
strength. A world where entrepreneurs and innovators will lead the way, not the generals
of yesterday.

Witness Japan—a country that spends little on its military but that has suddenly
leaped to the front ranks of world powers. It is a country that gives more economic aid to
the Third World than any other nation—including the historically generous United States.
The small military establishment of Japan presents no serious threat to the vast armies of
the US or Soviet Union, but through its economic might it wields true global influence
{c}d‘ay.;?&’hich country, 1 ask, do others most want to emulate today-—Japan or the Soviet

nion?

The economic growth throughout Asia and in Europe has been extraordinary. Now
we must work to expand the economic success of these dynamic regions to other areas.
This is particularly true for the fragile new democracies of the world. For these countries to

solidify their political gains, they will need economic success. From Poland, to Argentina,
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1o the Philippines, newly free people expect economic growth andi ved living
standards and, in order to maintain stability, those expectations must be met.

It is your responsibility, and those in other wealthy countries, to ensure the '
fostering of global economic growth. In this way you can help these fledgling democracies
as they struggle to spread their wings. This is especially true in Latin America, a region
which historically has received far too little attention. The best way to foster North-South
cooperation will not be through military means, but rather by guaranteeing access of Latn
America's democracies to economic prosperity and change.

Just as history will recall the 1980's as an era when democratic forces swept the
globe, it will also be temembered as a decade of resurgence in free market economics. This
is a revolution of enormous significance, a recognition of our global economy and a
confirmation that open econornies with access to markets can lead to social progress. It
seems that the long-running match between Karl Marx and Adam Smith is finally coming to

an end.

I applaud this development, but at the risk of sounding passe, let me issue 2
warning. In our rush to embrace free market forces, let us not lose sight of the fundamental
role of government, as it embodies the free and collective will of its people. There is a role
for both market forces and the state in solving social problems. Free market policies should
not be used as an excuse for the lack of political will, whether it is assuring justice and
fighting drug trafficking or providing basic education and health care. Free market
economics is not a magic wand which somehow will relieve us of the obligation to care for
our fellow human beings.

Nowhere is the role of the State as clear as with another global issue which has
been pushed aside for too long: the preservation of our environment. This is a struggle that
must be one of our highest priorities in the decade of the 90s. T firmly believe that the
industrialized countries have an ecological debt to humanity. In less than two centuries,
industrial development not only has desoroyed most of the native forests of Europe and
North America, but also has brought pollution, acid rain and destruction to the Ozone layer.
This is an ecological debt to future generations who will have to live with the consequences
gf the thoughtless ways in which the developed countries have achieved their standards of

ving.

The burden of sustaining a viable planetary environment now rests clearly on the
shoulders of the Third World, for we are the last frontier of unspoiled lands. The only way
our countries can meet this challenge is by defeating rural poverty and economic stagnation.
The best way for the United States and other industrialized countries to pay their ecological
debt to humanity is to be partners in this cause.

My administration has already set aside more than 40 million acres of rain forest as
Indian reserves in the Amazon region, an area larger than the six New England states
together. Let us pledge to seck sane development policies which recognize the value of our
most precious resources. Let us pledge to retire this debt now for future generations.

You are indeed as fortunate as ] was to be embarking on new careers during a
watershed period. The record of human history is marked by these moments of
fundamental change. You now inherit a new global order with new challenges and
extraordinary opportunities.

As you watched the joy of your young German colleagues dancing in the streets, or
the sorrow on the faces of those brave young students of Tianamin Square, or the courage
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of young Colombian soldiers fighting for democracy against narco-terrorism, it may have
been difficult for you here on this beautiful campus in Boston to truly appreciate such
democratic fervor. Here in America, where so rmich is so often taken for granted, the
struggle for democracy may indeed seem distant.

However, you are all now graduates of one of the world's most prestigious
acadermic institutions. That honor brings with it 4 special responsibility. The new
democracies around the world are fragile and need your help to survive. As you look to
your future I ask one thing: do not let today's flowering democracies wither on the vine.
Extend your arms to those¢ who have for too long lived in oppression, in fear and in
poverty. Like all newborns, these infant democracies around the world may at tirnes falter
and stumble, hesitantly trying their first steps. Yet, they must prevail. This is our first duty.
All of us, especially you here in the United States, now have an opportunity to build in

peace what is often unavailable by foree. It is our collective responsibility to ensure that this
opportunity does not pass us by.

You have been well trained, T have no doubt that you have the intellectual power {0
face any challenge. I harbor the hope that you will also have the heart to meet these
challenges with faimess and compassion. I know you will, for this, after all, is our shared
heritage.

And you, my friends, ate now the guardians of our shared vision.
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CARACAS—Perhaps the most famous
hotel In this city is known for its beautifut
white tower on top of the Avila Mountain
overiocking the valley of Caracss. How-
ever, the hotel--connected to the city only
by cable car—does haive a problem: it has
stoed emapty for more than & quarter of a
ceptury, a constant reminder of tie virtues
of govermment plansing,

The last milltary dictator of Vepezuela,
Gen. Marcos Perex Jimenez (no kin of the
current presideat, Carlos Andres Perez),
was responsible for getting the state in-
volved in many grandtose investment proj-
ects. The most infamoss of these include

The Americas
By Carlos Ball

the disastrously mefficient iron and steel
compiexes, the nationalized telephone
company (formeviy British-owned) and a
chain of hotels that has been iosing money
for more thaz 30 years.

Now, in keeplug with world trends,
President Perez has announced nientions
to “privatize” hotels and and ofber staie
holdings. But even though practically ev-
eryone is convinced of the inefficiency of
state-ren enterprises, there are ominous
signsﬂntamu prlvﬂlizauoumwuothe
just around the' corner. Start with the ex-
ample of the state telephone company.

The state takeover of the telepho
company was pechaps the most tragk and
costly nationallzation project, in terms of
slowing down economic development. Dur-
ing working bours It Is practically impesst-
ble to call Valencia, the maln industriat
city, just 108 miles to the southwest of the
capital. Acconding to a Worid Bank study
leaked to the Venezuelan press last mooth,
less than 56% of all Jocal calls are com-
pleted, while only 30.4% of kntercity and
206% of international calls, in turn, get
theough. That means that you have to dial

’

. {2) stop the first
“see in the street and megotiate with the

Privatization, Venezuelan Style

an average of five times before reaching
Your overseas number. In soime areas of
the capital, you automaticaliy get a busy
signal even if the person you are calling is
el using the phone. The chsoleie ex-
changes in those areas simply cannot han
dle the volurie.

To get 2 new phone is a difficult task (e
deed, requiring a combination of money,
patience and shrewdness. There are four
ways 1o gel a phone instafled in Venezuela:
(1] Place an ad in the local newspaper, of-
ferlng to pay $1,008 or more for 2 nuanber:
track you

crew; (3} get a cellular phone and pay ont-
rageous rates; (4) fll out an application
and wait from one to five years, visiting
the phone office perlodically ko replace losi
forms. '

There is, of course, & fifth way, but this
one reguires you to be a member, in good
standing, of the momenkiofura: Just cail
the Communications minister or the presi
dent’s private secretary and you will have
a telephone within days: And, If you are
important enough, tapping 1s added at no
exira cost.

In 1988~ the last year for which figures
are available—the Venemelan Telephone
Co. (CANTY ) lost $22 mdltion on revenues
of 3210 million. in alt, CANTY would seem
an excellent candidate for privatization.

However, two recest public announce-
ments spell trouble for.privatization ef-
foets: (1) CANTV's presideni proudly dis-
closed that a decade-old debt with AT&T

. had been paid and soon Venezvelans in the

U.S. will be able (o call home collect (they
caz now do so); (2} a telephose-unbon offi-
cial said that the company would be pri-
vatized “‘over my dead body.™

The CTV, Venezueta's egulvalent of the
AFL/C0, is the backbone of President
Pereg’s ruling party, Democratic Actioo.
In the face of growing dissension between
government officlals amd party officials
over econecinic policy, it is extremely kn-

portant fiwr beth groups (o enjoy unson sup-
pori. Thus. telephone privatization may
well hitve 1o take a back seat to politics for
smne e,

The holelprivatization plan B a very
different miatier, it has the enthusizstic
backing of the CTV, ruling party members
and the vxecutive branch of government.
Only the political opposition, the Indepen-
dent unions and the Federation of Towrism
Chambers are apainst the deal,

The plan can be de-
senbed as “privatization”
only in a surrealist, corpo-
ratsst sense, ¢ ng to
the traditional Latin
Amencan menage a trois:
big government, big busi-
fiess and big umions.

However, the plan can be described as
“privatization” only in a surrealist, corpo-
ratist sense, conformieg to the traditional
Latiz American memage a trois: big gov-
ernmenl, big buskwess snd big unions.
Crony capitalism, by another name.

In %7, a “privatization™ law was
passed. And while not a single company
has bevn sold in three years, it allows for
crealive new ways to bleed the country.
This law allows the sale of state assets
without puldic bid, If labor groups, unions
o cooperatives buy at least 3% of the
company or assets being sold by the gov-
ernmen|. :

Under such & convenient law, a deal to
sell three of the stateé-owned hotels came to
the surface last fall. The hotels in guestion
are three of the better ones: the Barquisi-
meto Hilton, the Melia Caribe and the Me-
Ha Puerto La Cruz. The purchaser is Trae-
mel, a joint venture of the Spanish group

Al1S -

Mella (9%, & CTV labor-federation subi-
sidtary ¢50% ) and [nversiones, 42309 1177 5.
{Since the regisiry has run gut of corpo
rafe Bames, new Cainparies choose 4
nwnber as an wfficial named)

inversiones 12308 was Incbrporated 15
months age with a $600 capitalization, and
it is owned by une of the principal partners
of the local Baker & McKendie law firm,
the reported deai-gaker. The terms were
very sweet indeed, ‘even by sfandards ap-
Plied to friends of the party: 10% down, a
three-year grace perod, and' 20 years in
pay at an 8%-9° rate of interest, when re-
cenil rates in Venezuela have uated be-
tween 31% amd 48% (i f2ce of last year's
81% inflation and a 30% estitoate for the
current year). . d .

After intense public ism of the
deal, the government ordered a new ap-
praisal of the hotels and is demanding pay-
ment in cash. However, union participativa
must remain al the same level. Traeme!
has the right ol first refusal or must coine
up with the money by June 30. Meiia, the
Spanish connection, already has offered tu
lend the union its share of the purchasing
price, supposed|y to be paid back from fu-
ture profits.

This eans that Melia Is buying 4%,
but paying for K9% of the deal, which can
be explained either by Mella's deep love
for labor upjons, or by the fact that it is
gelting such 2 pood bargain for its share
fhat i wants to aveld the bighly inconve-
nient altermative of a public bid. Any criti-
cism of the deal is rejected outright as
anti-labor. But, of course, o comman la-
borer ks golng to benefit from this or has
any chance of siaying at one of the three
luxury hoteds; it s only the wnion bosses
wbo will be able to afford bigger yachts.

This is privatization, Venezuelan styie.

Mr. Ball is o VaMu Jowrualist anel
director of Cedice, a Caracas free-markel
think taxk.
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I wish to announce today a long-term, comprehensive strategy for
Latin America--a strategy for the 1990's. The following key
principles will guide our efforts:

First, our central economic objective for the region is
sustained growth. Growth will promote political stability and
democratic government. Growth will 1ift the human condition and
create alternatives to drug trade.

Second, market oriented economic policies are the basis for
sustained economic growth. Liberalized trade and investment
regimes will assist economic efficiency and attract foreign
investment and flight capital.

Third, partnership with Latin America is the kind of
relationship we seek. The United States cannot impose a
blueprint on the region; our approach requires dialogue and
consultation with the leaders of the region.

Fourth, the primary burden of achieving economic growth lies
with the Latin American countries themselves. U.S. policy must
be a response to Latin American initiative for reform.

Fifth, global interdependence is a reality. Long-term
growth in Latin America will flow from fully integrating Latin
countries into the global economic system.

Consistent with these principles, I am today announcing a
set of major economic policy initiatives:

0 A major trade initiative for Latin America, defining a
vision for long-term movement toward a broad regime of free and
fair trade within the Hemisphere, and

o0 A comprehensive investment initiative for Latin American
designed to address the region's debt situation and to attract
capital into Latin America.
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PRESIDENTIAL REMARKS: LATIN AMERICAN TRADE AND
INVESTMENT INITIATIVE
THE EAST ROOM
JUNE 27, 1990
11:15 A.M.

It is my pleasure to welcomé to the White House so many
distinguished guests with strong interests in the vital Latin
American and Caribbean region.

In the past 12 months, every one of us -- from the man in
the White House to the man on the street -- has been fascinated
by the tremendous changes -- positive changes -- taking place
around the world. / Freedom has made great gains -- not just in
Eastern Europe -- but right here, / in the Americas. / We've
seen a resurgence of democratic rule -- a rising tide of
democracy never before witnessed in the history of this
hemisphere. //

Today, only 1 percent of all the people in the Americas are
living under a dictator's rule. They are the ten million men and
women on Cuba's island prison. And even there -- we all know
freedom will not forever be denied. The day will come when Cuba,
too, joins the ranks of the world's democracies -- and makes the
Americas fully free. //

The political transformation sweeping Latin America has its

parallel in the economic sphere. / Throughout the region,

nations are turning away from the statist economic policies that
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stifle growth -- and are now looking to the power of the free
market to help Latin America realize its untapped potential for
progress. A new leadership islemerging ~=- backed by the strength
of the people’s mandate -- leadership that understands that the
future of Latin America lies with free government and free
markets. // In the words of Colombia’s courageous leader --
President Barco: "the long-running match between Karl Marx and
Adam Smith is finally coming to an end" with the "recognition...
that open economies with access to markets can lead to social
progress." [/

For the U.S., these are welcome developments -- developments
we must encourage every way we can. / At the same time, we must
recognize that we cannot -- and must not -- attempt to impose on
our Latin American neighbors a prescribed course of change. /[
There is no blueprint -- no one-size-fits-all approach to reform.
Each nation in the region must make its own choices and move at
its own pace. / The primary burden of achieving economic growth
lies with the Latin American nations themselves. oOur challenge
in the United States is to respond in ways that support the
positive changes now taking place in Latin America. We must
marshall the resources of the Americas -- public and private --
and forge a genuine partnership for free market reform. //

With these new realities in mind, three months ago, I asked
Treaéury Secretary Brady to lead a review of U.S. economic policy
toward Latin America and the Caribbean region -- to make a fresh

assessment of the problems and opportunities we’ll encounter in



3
the decade ahea”. That review is now complete -- the results are
in -- and the n~~d for new economic initiatives is clear and
compelling. //

I’ve asked you here in order to take this opportunity to
outline a comprzhensive strategy for Latin America -- a broad-
based initiativ =-=- a partnership for the 90’s that I call
Enterprise for the Ameficas: one that creates incentives that
reinforce Latin lmerica’s growing recognition that free market

reform is the koy to sustained growth and political stability.

The twin pillars of our new initiative are trade and
investment. // ":f

Let’s begin with trade. In the 1980’s, trade within our
hemisphere traiied the overall pace of growth in world trade.
The principal r~ason: over-restrictive trade barriers that wall
off the economies of the nations of Latin America from each
other, and from the United States -- at great cost to us all. /
These barriers are the legacy of the misguided notion that a
nation’s economy needs protection in order to th£ive. The great
economic lesson of this century is that protectionism stifles
progress -- and free markets breed prosperity. //

To this erd, we’ve formulated a three-point challenge to
encourage the emerging trend toward free market reform now
gathering force in Latin America. The essence of this challenge
is a vision for the hemisphere of a Free Trade Zone.

Thus, I ar. announcing today that the U.S. stands ready to

enter into Free Trade Agreements with significant markets in
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Latin America -- particularly with groups of nations that form
associations for purposes of liberalizing their trade policies.
There is no reason not to build on the trend we see toward

free markets, and make our ultimate aim a free trade agreement
that links all of the Americas -- North, Central and South. //

that JInxXs all ol the Americas —— North, Central and South
We look forward to the day when not only are the Americas the
first fully free democratic hemisphere -- but when all are equal
partners in a free trade zone stretching from Alaska’s Port of
Anchorage to Argentina’s Tierra del Fuego.

We must all recognize that we ﬁon’t bring down barriers to
free trade overnight. Changes so far-reaching may take years of
tough negotiations. But the payoff -- in terms of mutual
prosperity -- is worth every effort. / Now is the time to make
a comprehensive Zone of Free Trade for the Americas our long-
term goal. We are ready to take the first step -- as we are
doing with Mexico -- to a future that promises expanded trade and
greater prosperity to all parties.

Second, I understand that some countries aren’t yet ready to
take that dramatic step to a full Free Trade Agreement. That’s
why we’re prepared to negotiate with any interested Latin

American nation bilateral trade agreements to establish a
framework for freer trade. //

Such agreements already exist with Mexico and Bolivia.
Framework agreements will enable us to move forward on a step-
by-step basis to eliminate counter-productive barriers to trade -

- and towards our ultimate goal of free trade. // That’s a
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prescription for greater growth and a higher standard of living
in Latin America -- and right here at home, new markets for
American products, and more jobs for American workers. /]

And third, as we enter the final months of the current
Uruguay Round of the world trade talks, I pledge close
cooperation with the nations of Latin America. The successful
completion of . the Urugﬁay Round remains the most effective way of
promoting long-term trade growth in Létin America -- and the
increased integration of iatin nations into the global trading
system.

our aim in the Ugﬁguay Round is free and.fair trade. And we
will insist on a rigorous enforcement of existing trade rules.
But we will listen to the specific trade concerns of our Latin
American neighbors ~-- and whenever possible, we will seek
authority for deeper tariff reductions on products of special
interest. //

Dismantiing barriers to trade is just one of two key
elements in our Americas Enterprise Initiative. The other is
inéreased investment -- and here, easing the debt Surden plays a
central role. .//

The competition for capital today is fierce. The key to
increased investment is to be competitive. / Reduce the
regulatory burden -- clear away the thicket of bureaucratic

barriers that choke off Latin America’s aspiring entrepreneurs.

[ [Examples to come.]]
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Investment reform is essential -- to make it easier to start
new business ventures -- and make it possible for international
investors to participate and profit in Latin American markets. //

In order to create incentives for investment reform, the
U.S. is prepared to take the following four steps:

First, the U.S. will work with the IDB -- the Inter-American
Development Bank -~- toicreate a new lending program for nations
that take significant steps to remove.impediments to
international investment. //

Second, we propose the creation of a new Investment Fund for
the Americas. This fund, administered&by the IDB, could provide
up to $300 million dollars a year in grants in response to
market-oriented investment reforms and progress in privatization.
The U.S. is ready to contribute $100 million to the fund -- and
we will seek matching contributions from Europe and Japan. !/

And in order to create an attractive climate for new
investment, we must build on our successful efforts to ease the
debt burden. / Many nations have already undertaken painful
economic reforms for the sake of future growth -- but the
investment climate remains clouded by the heavy burden of debt.
Under the Brady Plan, we are making significant progress. The
agreements reached with Mexico, Costa Rica and Venezuela are
already having a positive impact on investmenﬁ in those
countries. Mexico -- to take just one example ~-- has already
seen a reversal of the destructive capital flight that drains so

many Latin American nations of precious investment resources.

~
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As the third in our four-point plan to:encourage~inves£mént,
we prdpose that the IDB add its efforts and resources to those of
the International Monetary Fund and the World Bank to financé
commercial debt transaétions in Latin America. And -- as in the
case of World Bank and IMF -- IDB funds should be directly linked
to economic reform. //

While the Brady Pian has helped nations reduce commercial
bank debt, for nations with high levels of official debt -- debt
owed to governments, rather than private financial institutions -
- the burden remains heavy. Today, across Latin America,
official debt owed f;fihe U.S. Government amounts to nearly $12
billion dollars -- with $7 billion of that amount in concessional
loans. // And in many cases, Latin America’s heaviest official
debt burdens fall on some of the region’s smallest-and poorest
nations -- nations like Honduras, El Salvador, Jamaica.

That’s a problem we must address. Today -- as the fourth
and final comﬁonent in our package of investment reform
incentives -~ I am proposing a new initiative to reduce and
restructure Latin America’s official debt to the U.8. =- in the
case of some countries, by as much as 80%. //

In return, we will expect these countries to adopt strong
economic and investment reform programs, with the support of
international institutions. ///

As part of the Enterprise for the Americas investment
initiatives, we will take action to employ economic policy in the

service of strengthened environomental policies in the

—



hemisphere. Debt-for-nature swaps ar 35

e'-- patterned

after the innovative agreements<reached‘by’sbﬁenﬁatin American
nations and their commercial creditors. We will also call for
the creation of Environmental Trusts---»where interest payments

owed on restructured U.S. debt will be set aside to fund

B R

environmental progects in the debtor*countries.fﬁly/

I know. there is serlousigonce:nginiggpe;quggers that the
revolutionary changes we’ve witnessed:this.past year in Eastern
Europe will shift our attention away from Latin America. I
assure all of you here today -- the United States will not lose
sight of the tremendous challenggs.ahd?oppertpnities here in our

own hemisphere. /

I am convinced that Latin America stands at a turning point

—- on the threshold of a new era of freeden, prosperity and
progress. // The comprehensive plan I’ve just outlined is proof
positive the United States is serious about forging a new
partnership with our Latin American neighhors.: We’re ready to
play a constructive role at this critical time in the history of
this hemisphere. //

We in the United States will do all we can to help secure
for all the Americas the freedom, peace and prosperity we enjoy -
- to make ours the first fully free hemisphere in all of history.
// Thank you -- and God bless the people of the Americas.

# # #
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INTER-AMERICAN DEVELOPMENT BaNK 0¢
List of Bxecutive Directors and

Alternate Exgou Directors

SAMUEL, Richard

— 623=1054
GODTS, Franziscug

Executive
Alternate

Belgium, Danmark, Finland, Germamy, Italy

Netharlands, Norway, Swaden, DUR

AYALES ESNA, Edgar ——-623-1024
CRUZ, Arturo

Executive
Altarnate

Costa Rica, El Salvador, Haiti, Guatemala

Honduras, Nicaragua

PETREI, A. lumberto — 623-1013
ESPINOSA, Juan Guillermo
Argentina and Chils

MALAN, Pedro S, — 623-1002
DARQUEA, Gusatave
Brazil, Ecuador, Suriname

CARIAGA, Juan = 623-1049
(Still Pending Appointment)
Uruguay, Paraguay, Bolivia

MELLINGER, Larry K. — 623-1031
(Still Pending Appointment) .
Unitad Statas

BARRER, Horacn -— 623-1039
SIEWRATTAN, Jagdeesh

Exacutive
Alternate

Exacutive
Altgrnate

Executive

Alternate

Executive
Alternate

Executive
Alternata

Director
Executive

Directeor
Executive

Director
Executiva

Diresctor
Executive

Director
Executive

Director
Executive

Director

Executive

Bahamas, Barbadoa, Guyana, Jamaics, Trin. and Tobago

CAMBRAY, Claude = 623—1059
BRUGGMANN, Hugo

Austria, France, larasel, Japan, Portugal, Spain

Switzarland, Yugoalavia

McWHINNEY, Willlam — 623-1019
HARLEY, Kenneth

Canadza

'FLORES, Josa Luls — 623-1044
READ VITTINI, Mario

Mexice, Dominican Rapublic

PEREZ,. Sonia — 623-1034
CASTULOVICH, Juan Manuel
Venegusla and Panama

RUIZ LARA, Jorge -- 623-1010
(8t1ll Pending Appointmnnt)
- Colombia, Perun

Executive
Alternats

Executive
Altarnate

Executive

Al:erqate

Executive

Alternate

Executive

Altsrnate

Dirgetor
Executive

Diractor
Execttive

Director
Executive

Direetor
Executive

Diractor
Executive
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Director

Director

Director

Director

Director

Director

Director

Director

Director

Diractor

Diractor
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INVITEES FOR LATIN AMERICA SPEECH

Argentina His Excellency |
Guido Jose Maria DITELLA. . ......... 939-6400>
Antigua and His Excellency
Barbuda Edmund Hawkins LAKE ............. 362-5211
Bahamas Her Excellency o
Margaret E. McDONALD ............ .. 944-3390
Barbados His Excellency
Sir WiliamDOUGLAS . . ............. 939-9218
Belize His Excellency ,
Edward A.LAING ................. 363-4505
Bolivia His Excellency |
Jorge CRESPO-VELASCO............ 483-4410
Brazil His Excellency _
Marcilio Marques MOREIRA . . . .. ... ... 745-2700
Canada His Excellency
Derek HHBURNEY ... .............. 682-1740
Chile His Excellency | :
: Patricio SILVA . . ... ............... 785-1746
Colombia His Excellency
: Victor MOSQUERA ................ 387-8338
Costa Rica His Excellency
Danilo JIMENEZ .................. 234-2945
Dominica No Washington representation............ NA
Dominican Republic His Excellency
Carlos A. MORALES ............ ... 332-6280
Ecuador His Excellency
Jaime MONCAYO ................. 234-7200
E! Salvador His Excellency
Miguel Angel SALAVERRIA ... ........ 265-3480>
France His Excellency
Jacques ANDREANI . . . ............. 944-6000 >
Germany (FRG) His Excellency
Juergen RUHFUS ................. 298-4000



Grenada
Guatemala
Guyana

Haiti

Honduras
italy
Jamaica
Japan
Mexico

Nicaragua

Panama
Paraguay
Peru

St. Kitts and Nevis
St. Lucia
St. Vincent

and the Grenadines
Suriname
Trinidad and

Tobago

United Kingdom of
Great Britain

His Excellency

Abert O. XAVIER. . ...............

His Excellency
John SCHWANK

His Excellency

Dr. Cedric Hilburn GRANT . ... ....... .
Mr. Louis Harold JOSEPH . .......... ,

His Excellency:

Jorge Ramon HERNANDEZ-ALCERRO. . ..

His Excellency.

Rinaldo PETRIGNANI . . ............

His Excellency
Keith JOHNSON

His Excellency

Ryohei MURATA ...... e

His Excellency

Gustavo PETRICIOLI ..............

Mrs. Leonor de HUPER

His Excellency

Eduardo VALLARINO ..............

His Excellency

Marcos MARTINEZ MENDIETA . . . . ...

His Excellency

CesarG.ATALA .................
Mr. Erstein M EDWARDS ...........

His Excellency

Dr. Joseph Edsel EDMUNDS .........

No Washington representation

"His Excellency
Willem A. UDENHOUT ............

His Excellency

Angus Albert KHAN . .............

His Excellency

SirAntony ACLAND ...............

265-2561
745-4952

265-6900
332-4090

966-7702
328-5500
452-0660

939-6700

728-1600
939-6570

483-1407
483-6960

833-9860
833-3550

463-7378

244-7488
467-6490

462-1340

)



Uruguay Mr. Juan PODESTAPINON . .......... 331-1313
(Minister and Chargé de Affairs)

Venezuela His Excellency -
Simon Alberto CONSALVI ............ 342-2214

Organization of American St 'g' tes
' Secretary General |
Joao BaenaSOARES . .............. 458-3841
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