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March 18, 1998

FAX TRANSMISSION
OFFICE OF FOREIGN MISSIONS
Yehicles, Taa & Customs
Department of State, SA-33
or
3507 International Place

washingten, D.¢.. 20008

TO: NSC - Mr. Ted Piccone
Faox: 2025649130

From: Kathleen Austin

Phone: (202) 895-3504

Fax: (202)895-3533

SUBJECT:  Cable on Chile Negotiations
Mr. Piccone -

Per our discussion last night, attached is the report of our negotiations with the GOC delegation
on the subject of the surcharge we imposed on the construction of their office building and the
broader issue of YAT exemption for both our missions.

It might interest you to know that the initial action was reviewed and approved by Mr. Geoff

Pyatt, Mr. Dobson’s predecessor. Additionally, Mr. Nelson Cunnungham, General Counsel,
Office Administration, who was working with Mr. McClaraty, reviewed the action. He asked
scores of questions and was more than satisfied with the answers.

$__ pages wcluding cover sheet
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EMBASSY OF THE
UNITED STATES OF AMERICA

Santiago, CHILE
FAX 56-2-330-3118 F'Ax
Phone 56-2-330-3394

TO; Wendy Arends FROM: Diana Page
First Lady’'s Scheduling Office Econ/Pol Section
FAX. (202) 456-5340 DATE: 03/03/98

SUBJECT: Visit to Chile -- Information on Lake Region in the South, etc.
Pages plus cover sheet: 8

#1

Options:

Mapuche Indian Peace Comns project. The remaining Mapuche indians

&<\(\ are scattered in rural areas and viiiages, often without access to more

than grade school education. The Peace Corps has worked with
Maupuche community leaders on a project to open a center in the town of
Temuco, where students can board while going to secondary school.

e The Regional Museum in Temuco is dedicated to Mapuche history and
culture. The people in the market place also reflect the mixture of
indigenous and Europcan roots that characterize this region.

- ("~ * The other region of Chile that reflects its indigenous past in a colorful

way is the oasis in the Atacama Desert, San Pedro de Atacama. The
Atacamenos live in small communities called ayllos; there is a good
museum and some Inca ruins. (NB: The chances of good weather are
much better in the desert! The southern region is known for generous
amounts of rain, especially in April.)
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Substantive Options:

Easter Island: SERNAM (National women's Scrvice) would like the

First Lady to inaugurate their Support Center for Women heads of
households and victims ot domestic violence. The Center would serve
women of the Polynesian community in a male-dominated culture, where
econoinic opportunities arc few and the rates of alcoholism are high.
Atamaca (North 900 wilgs): In the village of San Pedro de Atacama, the
mayor 1s 1 woman who has emphiasized tamig for women heads of
households in leadership, integral health care and job skills. The
majority of the women belong to the indigenous ethnic minority
(atacamenos). SERNAM supports these projects and they are hoping to
establish a day carc center this year.

Paihuano (North 350 miles): Peace Corps Volunteer working in
community development, overcoming damage of October earthquake,
could arrange a visit to the town’s womens’ project or school.

Cultural Options:

e Easter Island. A visil (u the National Park , under the administration of

Chile’s National Forest Service (CONAF), for an explanation of the
archaeological research being done on the Polynesian culture that created
the monuments and ruins typical only of Easter Islund.

Atacama Archaeological Muscum ( North 900 miles): Belgium priest
Gustave le Paige began this major collection (ceramics, gold masks and
davitities ) whicl now secupisrn 13 covime and cbows the Atacamans
cultural evolution. Qutside of town arc the ruins of Inca fortresses.
International Observatory (Cerro Tololo — North 350 miles): The
lb]bh\w\_’}lb-‘l A1) lll;.‘l lll\H.Illl.(.l.;ll l\l'l ﬁll(ll\./\.l ll.y lJ.\r]- (III\J Oll;l\fﬂll (lDllUll\)lll\.«LD
allow a closeup view of stars and planets during more nights than any
other place on earth due to lack of clouds. (National Science Foundation
supports this project.)

Monte Grande- Gabriela Mistral Muscum - North 350 miles: Chile’s
Nobe! Prize-winning poet’s home town has a museum in her school.
Gabriela Mistral (1889-1957) was a teacher, diplomat and poet.

#2/2
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Schedule Option A
Note: The following schedule reflects a SWUS, Brazil, but does niot allow

time for bilateral meetings, Amcham event, Caodef time and requires that we do our
press conference and message event on the same day.

WEDNESDAY, APRIL 15TH

8:40 pm Depart Washington or Miami en route Santiago

RON AIR FORCE ONE

THURSDAY, APRIL 16TH

7:00 am Arrive Santiago/Arrival Ceremony
7:45 am- Down Time

8:45 am

9:00 am- (T)  Wreath Laying Ceremony

9:15 am

9:20 am- Restricted Bilateral with President Frei
9:50 am

9:565 am- Expanded Bilateral with President Frei
10:45 am

10:50 am- Briefing for Press Conference

11:50 am

11:55 am- Joint Press Conference

12:55 prrc

1:00 pm- OTR Lunch/Hold for Press

3:00 pm

3:15 pm- Message Event TBD (Education)

4:15 pm

4:30 pm- Down Time (Possible 9 Holes of Golf)

8:30 pm
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9:00 pm- State Dinner
11:30 pm
RON SANTIAGO, CHILE

FRIDAY, APRIL 17TH

8:45 am- Speech Prep
9:15 am
9:45 am Depart Santiago en route Valpariso/Vine Del Mar

[helo time: 1 hour]

10:45 am Arrive Valpariso/Vine Del Mar
11:15 am- Address to Congress
12:15 pm
12:30 pm- Lunch with President and Mrs. Frei
( 1:45 pm
2:00 pm- Down Time
TBD
TBD Depart Valpariso/Vine Del Mar en route Santiago

[helo time: 1 hour]

TBD Arrive Santiago
TBD Optional Jazz Performance by Herbie Hancock
RON SANTIAGO, CHILE

SATURDAY, APRIL 18TH

8:30 am- Briefing
9:00 am
9:15 am- Opening Ceremony

9:45 am
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(" 9:45 am- Break (Pull Aside Opportunity)
10:00 am
10:05 am- Session One
12:45 pm
12:50 pm- Official Photo
1:00 pm
1:30 pm- Leaders Lunch (Pull Aside Opportunity)
3:00 pm
3:30 pm- Session Two
6:30 pm
7:00 pm- Down Time
8:30 pm
8:45 pm- Summit Gala
11:00 pm
-RON SANTIAGO, CHILE

SUNDAY, APRIL 19TH

8:45 am- Briefing

9:15 am

9:30 am- Summit Session Three

1:00 pm

1:30 pm- (T) “Peru/Ecuador Signing

2:30 pm

3:15 pm- Embassy Event

4:00 pm

4:30 pm Depart en route Manaus, Brazil
[flight time: 4 hours, 30 minutes]
[time change: none]

9:00 pm Arrive Manaus, Brazil

{ RON MANAUS, BRAZIL
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-

MONDAY, APRIL 20TH

TBD Possible Environmental Event
Down for the Day

TBD Depart Manaus, Brazil en route Washington, DC
[flight time: 7 hours, 15 minutes]

[time change: - 1 hour]

TUESDAY, APRIL 21ST

TBD Arrive Washington, DC
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DATE: February 25, 1998

TO: DCM - Jim Derbham

THROUGH: Edward Kadunc, USAID/REP -

FROM: Eric Stoner, USAID Envirenmental Advisor
SUBJECT: Expanded Optious for a POTUS Stopover in Manaus

NOTIONAL SCHEDULE OF ACTIVITIES:

Arrive at Manaus Atrport (Aeroporto Intermacional Eduardo Gomes) without ceremony,
greeting by Brazilian officials (including Presidemt Cardoso) - 1§ minutes in VIP lounge.
President Cardoso would accompany President Clinton throughout the Manaus visit.

Proeeedtohopialﬂudunmmwhlchhmuawenmredpmpeuynonhof
thedtypmper.onthednmoﬂhemoqu,theq]orbhckwntutﬁbutarythat
johs&e&ﬂnﬂanhchnmhrmdngd&emmjnﬂmuthdMnnnmto
form the Amazon River - 15 minute motoreade drive time airport to hotel.

Environmental Event:
’l‘he'l‘ropicalﬂothnmmhalpdouﬂlmnhddthﬂhpﬂnfthe\!nlgchﬂn.
Visitmnndsandzoofatnrhgl\mphtllmldmh; use the tropical greenery
onthehotelgrmdurthewatmoﬂhelbm-abukdmpforgenenl
comments on the U.S. - Bruzilian Comanon Agenda for the Environment. President
Cardoso would also make a brief environmental statement. 45 minutes for walkthrough
and comments.

nm:nemﬁdmmmmﬂywtphonemunmdmumbemed
as a press filing center.

Rainforest Overview, Option 1:

Proceed to heliport on Tropical Hotel grounds; 15 minute helicopter fly time northwest
oftheTmpthotdovu'm(RbNeg‘)hﬂpﬂd&eArthnngleTowen,nn
ecotouﬂmlodgewith”room,bnilonwwdmﬂﬁformhthefordatthewater's
edge. Wllﬂngburuthedcmdwmdunlkm'dAﬂ-nTowenforﬂewingof

the waters.

note:AprﬂhMluuhthepukotthe“wu"mmning%'Fhmtmdthe
chance ofuﬂuvdnﬂmnsbomwﬁhthpndﬂityof daylong steady downpours.
We are told by the owner of Ariau Towers that there are two helipads at the hotel.

Pmeedbyhdimﬁuhthemeeﬂngofthewﬂas,vkwhggimtnwﬁnumd
riverfront dwellings on the way, on backwater channels of the SolimBes River. Flying

lowalongthemulhgoﬂhewaun,thceh-chmbﬂewplnkﬂverdolphins.
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Return northwards to the Tropical Hotel following the Rio Negro, affording a view of
the industrial park and downtown port areas of Manans - estimate 15 minute fly time
from the meeting of the waters to Tropical Hotel.

note: most of the trisngular flight line is over the open waters of the Rio Negro, the

Solimdes River, or tributaries. Only a short stretch would be over closed forest. If the
helicopter overflight is not possible, the meeting of the waters can be viewed by boat or
ship (as done by Warren Christopher), departing either from the dock at the Tropical
Hotel or from the navy pier on the south side of Manavs. Time on the river would be
two hours at least for a south side departure or as much as four hours departing from

the Tropical Hotel.
Depart Tropical Hotel for sirport - 20 minwte motorcade drive time.

Mansaus Opera Houge, Option 2:

Tour of the "Teatro Amazonas”, the 102 year old opera house in downtown Manaus
built during the bheight of the Amazon "rubber boom" and only the third opera house in
the world at the time of construction. A fascinating well-restored performance hall that
is still in use and very worthwhile visiting. Recent removation included installation of
energy-saving cool compact fluorescent lighting and energy efficient air conditioning
with the help of a USAID-supported energy demand side management program carried
out by ELETRONORTE and PROCEL (the national electric energy conservation
program). 20 minute motorcade drive time from the Tropical Hotel to the opera house;
recommend 30 minutes walking and talking tour of the opera house; 20 minute
motorcade drive time to return to airport.

i an study mte, Option 3:

The Smithsonian Institution in collaboration with INPA, Brazil’s Amazon Research
Institute, is entering the 20th year of managing the biological dynamics of forest
fragments (BDFF) study site north of Manans. This project was started by Tom
Lovejoy when he was with WWF and followed him to Smithsonian. Several field camps
serve as bases for research of the effects of forest fragmentation (mostly by clearing for
pastures) on species diversity. USAID supports an annuoal field course in tropical
ecology st this site. The main base, camp 41, site of sumerous CODELS has no
clearings larpe enough for helicopter landing and takes about 2.5 bours to reach by car
from Manaus, followed by a 20 minute hike through the forest to the camp itself.
Other base camps are reachable by helicopter as well as by road (2 hours) with only
minimal biking required. This option is sure to be at the top of the "must do" list from
Tom Lovejoy’s perspective.

Woods o) n 4:
About 2.5 hours from Manaus by car (with ample helicopter landing space in the
sawmill patio), near the Amazon River port town of Hacoatiara, this Swiss-owned
timber operation is the only one that has been fally certified in the Brazilian Amazon by
the Smartwood program of the Rainforest Alliance for its sustainable forest
management for timber harvest. The Project Mil Madeireira Itacoatiara covers 80,000
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Stewardship Council as an nemadiﬂngulﬂtyoleutﬂyingormluthm, through host
institution WWF/Braxil. However, USAID partner Tropical Forest Foundation (TFF)
hasusedthel’redomWoodsdtetortmlnlngpnrpmlnd recently honored

ion f leg:
Manaus is at 3° South latitude and sunset occurs around 6:00pm. If takeoff is possible

cc. Xenia Wilkinson, SCI

tevised Feb. 28, 1998

Gls: uw\pub\eav\gew\cmassep2 dec
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Summit of the Americas / Clinton-Frei State Visit
Communications Planning Meeting

Monday, March 9, 1998

11:00am
Roosevelt Room

US Government Participants:
e

Office of the Special Envoy for the Americas
Thomas F. “Mack” McLarty
Steve Ronnel
Nelson Cunningham
Eric Farnsworth

National Security Council
Amb. Jim Dobbins
Pat DeSouza
Tony Blinken, NSC Strategic Planning
David Leavy, NSC Strategic Planning
Eric Rubin, NSC Press Office

White House Press

Barry Toiv

White House Scheduling

Laura Graham

Chilean Government Participants:
Ambassador John Biehl, Chilean Amb. to US

Ambassador Genaro Arriagada, Presidential Advisor for the Summit of the Americas

Dr. Pablo Halpern, Director General of Communications
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Piccone, Theodore J.

From: SitRoom
Sent: Thursday, March 05, 1998 12:52 PM
To: Busby, Scott W.; DeLaurentis, Jeffrey J.; DeSouza, Patrick J.; Dobbins, James F.; Hofmann,

Karl W.; Jordan, Donald L.; Lawson, Chappell H.; Naplan, Steven J.; Orfini, Michael H.;
Piccone, Theodore J.; Ragan, Richard F.

Subject: CHILE-PINOCHET

a1589
ABC-CHILE-PINOCHET
AChile's Frei calls for calm in Pinochet drama

SANTIAGO (Reuters) - Chile's President Eduardo Frei called
Thursday for nationwide calm and unity in the run up to the
controversial swearing in of former dictator Gen. Augusto
Pinochet as a life-long, unelected senator.

Pinochet, who ran the country with an iron fist from 1973 to
1990, retires as commander-in-chief of the army on March 10 and
plans to swear himself into the Senate, which his opponents
claim makes a sham of Chile's ongoing democratic transition.

Frei told reporters his government did not believe in
unelected seats in Senate but that during his office it had not
been possible to put forward initiatives to abolish them.

In 1980, Pinochet changed the Constitution while he was in
power, giving past presidents with at least six years in office
the chance to take up an unelected seat in the upper house of
Congress.

“"We have learned that there are no short cuts nor easy
formulas to move forward toward a full democracy. We must
advance on a path of national unity, doing otherwise would be to
weaken what we have managed to build so far,” Frei said,
reading a statement.

It was the first time Frei had spoken publicly about the
controversy surrounding Pinochet who has been head of the army
for 24 years. Frei did not accept questions after his speech at
the La Moneda Presidential Palace.

“The presence in our Senate of someone who for 17 years ran
an authoritarian government puts the feelings of many Chileans
in an awkward situation,” Frei said.

“'But let's be clear. The Constitution allows for designated
and life-long unelected senators. Everyone knows that our
continued attempts to change the Constitution on this issue have
been frustrated,” Frei added.

Right wing senators in Chile's upper house, many of whom are
ardent Pinochet supporters, alongside other designated senators,
currently have enough votes to block any initiatives to reform
the Constitution.

AREUTERS

RB-- 03/05/98 12:47:00
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BEHIND THE NEWS

Busin&ssm"Support
waiver for Colombia .

The Clinton administration’s
decision on Thursday to issue
a national security walver for
Colombia, which again failed
towin a U.S. seal of approval
for its anti-drug efforts, has
the business community
relieved. Harsh measures
could have raised U.S. tariffs
on imported flowers.

Because of the waiver,
Colombia again will have
access to U.S. aid — malinly
support for its antinarcotics
efforts — and U.S. officials will
no longer veto loan requests
to multilateral banks or expc

“financing or guarantees from
the'U.8-Export-import Bank.
Chile has the freest
economy in Latin America and

the 17th most open in the
world, according to the 1998

Index of Economic Freedom, g
408-page survey published.t y
the conservative Heritage
Foundation and The Wall

Street Journal.

lack of it — in 156 countries.
As in past years, Hong Kong
was found to have the world's
freest economy (ahead of the
United States), while Cuba,
Laos and North Korea had the
most repressive.

Factoring in trade and
monetary policy, taxation,
government intervention,
wages, property rights and
black-market activity,
rankings for a sampling of
other Latin nations were:
Argentina (39th); Bolivia
(44th); Uruguay (47th); Peru
(53rd); Ecuador (69th);
Colombia (74th); Brazil (96th);
Venezuela (107th).

*  For more intormauon on
-5 purchasing the report, call
. Dow Jones & Co. at (800)
|\ 975-8625 or fax (413)
598-2259. :

Quote of the week: 'We are
no melting pot. Miami is the
greatest, largest paeila in the
world,” said Lars
Hummerhielm, president of
the Assoclation of Bi-National
Chambers of Commerce in
South Florida. _

So how does greater Miami
resemble the Spanish rice dish
that features fish, seafood and
often pieces of chicken?
“There's a common flavor but
each piece retains its own
distinct taste,” said
Hummerhielm, who was
participating in a conference
last week on U.S.-Africa trade.

AMERICAS

uropean Union plans
changes to its controversial
banana import arrangements,
are discussing how to cushion
the iImpact of the changes on
the region’s economies.
Carlbbean banana exporters
and the United States have
ended a round of negotiations
in Kingston, Jamaica on the
banana marketing
arrangements, which favor
exporters in the Caribbean
and other former European
colonies. “We did get from the
U.S. officials some of their own
ideas, which we examined
critically, and communicated
our feelings on those Issues,”
said Earle Hunteley,
permanent secretary in the St.
Lucia Foreign Ministry, and
leader of the Caribbean
delegation to the talks. He said
general reaction remains
negative to the EU plans.

COMMUNICATIONS

SHERRITT International, a
Toronto-headquartered
company that operates in
Canada, Cuba and
internationally, announced
Friday that it had acquired
37.5 percent of Cuba's cellular
telephone company, Telefonos
Celulares de Cuba, or
Cubacel. Cubacel, which holds
the sole cellular telephone
concession in Cuba and has
rights for a 20-year monopoly
on service in the 800 MHZ
band, is a 50-50 joint venture

. formed in December 1991

between the Cuban Ministry of
Communications and a
Mexican company.

CHILE'S Minera Escondida

. Ltda., the biggest copper mine

in the world, is deciding the
fate of its Coloso cathode
processing plant as copper
prices are hitting four-year
lows of about 75 cents a
pound. The $200 million plant
at the vast, open pit mine in
Chile's northern Atacama
Desert has been plagued with
technical problems and
lagging production for years.
The Chilean financial daily El
Diario Thursday said -
executives at the plant have
already decided on a
temporary shutdown of
Coloso. An Escondida
spokeswoman declined
comment.

Herald business writer Jane
Bussey and Bloomberg News
contributed to this report.
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Environmental battle rages over

Dam would flood
Indian homes,
kill native species
By KATHERINE ELLISON
Hersld Foreign Staff

RALCO LEPOY, Chile —
When the man from the energy
firm came to ask Nicolasa Quin-

treman for her land overlooking
the Bio-Bio River, she dispensed

with social niceties.
“I said I'd get my machete and
smash his car,” said the

Pehuenche Indian matron, stand-
ing outside her small wooden
shack amid fields of purple wild-
flowers. - . C

“The only way I leave this land
is dead.”
“Twenty--Pehuenche families,
including. the Quintremans, are
fighting plans to build a giant dam

on this south Chilean river, a .
emerald -

240-mile-lon
waterway wi

wild

world-class rapids.

Flowing through native forests

and stecp granite canyons, the
river is a mecca for U.S. raftérs.
And its banks are the Pehuenches’
ancestral home. -~ .
So far, the Indians’
has delayed construction of the

$480 million Ralco dam. But the :

Pehuenches’ resolve may be fad-
-ing. Besieged with offers of néw
1 homes and cash, the other 76
1 Pehuenche families who would be
flooded out recently agreed to
move. Men in hard hats are wid-
! ening the riverside roads, and

" begin'in August. :

. heavy oonstrut_:_tion is scheduled to

he - fate of the Bi@ﬁio-hu ‘

:;e%qme -one of Latin America’s
eading environmental baj

classic standofT between wt;lsg"v:
tionists and proponents of large-

resistance - the Audubon Socicty, a conscrva-

Pehue

scale development projects,z it is

fueling an international debate .

about the costs and benefits of
e dams.
“The dam-building era in_the

" United States is over,” says Dan

Beard, a senior vice president of

tion group based in Washington.
From 1993 to 1996, he was head
of the U.S. Bureau of Reclamation
— the agency in charge of dams.
“We've recognized that not only
were there benefits from large

‘| dams, but there were also signifi-

cant problems — problcms we're
now spending billions of dollars
every year to correct.”

By conservative estimates, some
30 million people have been
flooded off their land by dams —
most of them in China, now the
world’s leading builder of large
dams — according to Silenced

wild river, Chile’s power needs

|

ALEJAUDIO HOPPE / KAT

STRALTNDIAN HOMELAND: Nicolasa Quintreman, a native |
nche, vows to fight efforts to dam the Bio-Bio River in Chile. J

EY

Rivers, a new book by Patrick
McCully. According to McCully,
large dams also contaminate
water, . destroy fisheries and

l_reduoc the fertility of the land.

Thirst for electricity
The 570-megawatt Ralco dam,

"to be completed in 2002, would
provide 18 percent of the electric-

ity needs for central Chile, includ-

‘ing Santiago, where demand for

electricity is doubling every
decade.
With Chile’s population

steadily increasing and its boom-
ing economy growing in recent
years by an annual average of 6.5
percent, it’s clear that new sources
of energy must be found. Hydro-
electric power.is clean and cheap,

making use of the main natural -
resource in'a country with no coal .

and very little oil or gas.

- O

. But environmentalists question
 whether the Ralco dam will prove
worth the sacrifices it demands. It
would turn much of the mighty
Bio-Bio into a kind of toilet bowl,
periodically flushing water over
8,500 acres, including the homes

of 385 Pchuenches and their

ancient ‘burial grounds, according

to Juan Pablo Orrego, head of

gpile's Action Group for the Bio-
io. :
Orrego said it would also lead to
the destruction of rare plant s;
cies that have never been studied
and the extinction of six species of
fish. Recent studies at the Univer-
sity of Concepcion predict a dras-
tic loss in fishing productivity in
the coastal areas where the Bio-

Bio empties into the Pacific,

0 said.

“Jt would be the biological
death of the whole river biosys-
tem, one of the richest biodivers-
ity areas in Chile,” Orrego said.

All that stands in the way is
Chile’s 1993 Indigenous Law,
which says native land can’t be
sold or taken over, although it can
be traded with the Indians’ con-
sent. Any such deals would have
to be approved by the National
Corporation for Indigenous
Development, whose director.
Domingo Namuncura, is skeptica!
of the project.

“The dam will only provide
energy for SO years,” he said.
“while the Indians may be sub-
jected to a sudden and irreversible
change in their culture. Future
generations may look back anc

. think this was stupid.”

Managers of Endesa, the damr

ey

A



Environmental battle rages over wild river, Chile's power needs

uilders, remain optimistic.
“We are spending $20 million
on relocation,” says Cristian
Maturana, head of the Ralco pro-
ject, in his penthouse office in
Santiago. “We'll get the coopera-
tion we need.”

Dam would be second one

Endesa has already built one
dam on the Bio-Bio, inaugurated
last March, several miles down-
river from Ralco. But construc-
tion on the Pangue Dam, which
received World Bank funding,
began in 1993, just before the
Indigenous Law was approved.
And Ralco would be five times
bigger — nearly 500 feet tall —

ecting much more land and
many more Indians.

The Bio-Bio's plight has drawn
major international support. Last

i'ear.Orrego, the former rock band ' |.

cader who heads Chile’s Action
Group for the Bio-Bio, won the
prestigious, San Francisco-based
Goldman Environmental Prize
for his work in calling attention to
the river’s peril. -

Virtually all of Orrego’s funding
comes from the United States,
Canada and Europe. Within
Chile, where democracy is only
cight years old, the Bio-Bio debate
is a frequent news topic. Posters of
the river hang in hip Santiago res-
taurants, and each summer, col-
lege students flock to

- holdouts, building fences and pro-
viding medical and legal aid.
Opponents of the dam say alter-
natives are available, such as
energy derived from the sun or

wind, or conservation. Natural

gas, which Chile only a few
months ago began importing from
Argentina, is also cited as an
option, although it would be
slightly more expensive for con-
sumers.

“Is the Ralco dam absolutely,
positively. necessary? The answer
is no,” says David Hurd, a special-
ist in Latin American energy at
Merrill Lynch in Santiago.

International rafters are as

despondent as environmentalists -

about the danger to the Bio-Bio.
Ierco Ivelic, of Adventure Tour-
_ ism, which organizes rafting trips,
‘\ rates the Bio-Bio as the world’s

the.
Pchuenche homes to support the

Chlié’s pl
‘Bio-Bio R

DAMMING CHILE'S BI0-BIO RIVER

13n to bulld a second hydroelectric dam on the pictUresque

or has pitted developers against eiqnmentall ts.

environmentally

BI0-B10O RIVER

Length: 240 miles
B Fows through

b forests, ancient Pehuenche 8,500 acres
b dotall Indian settiements Will generate:
C &4 W One of the world’s best 570 megawatts

white-water rafting rivers

RALCO DAM I B8

Helght: 500 ft.

important Wil flood:

of power

Pangue
Dam:

Finished

AD22598

third-best rafting site, after the
Colorado and Africa’s Zambezi
River. But he says the Ralco dam
“would make the Bio-Bio uninter-
esting to anyone outside of Chile
and to very few within Chile.”
Endesa’s Maturana insists the
large dam — a power scheme con-
ceived more than a decade ago,
during the military rule of Gen.
Augusto Pinochet — is the most
cost-¢ffective choice. It isn’t fair
to ask Chile to increase its energy
efficiency, he said, when it con-
sumes a tenth of the energy, per
capita, of the United States.

-————#7

N Ralco Dam:

March 1997(? Planned

KRT / The Herald

As for the rafters, he says, “Ask
the Pehuenches what rafting gives
them. Maybe at best a T-shirt or a
Redskins cap. The rafters are an
elite — and an elite that isn’t even
Chilean. .

“You must understand that in a
country like ours that has to use its
resources, choosing not to do so
because there’s a foreign elite that

does this sport — well, we cannot

make that sacrifice.”
Chile’s remaining 5,000
Pehuenches are a subgroup of the

Mapuches, onc of the largest’

native groups in South America,

ﬁukcn jobs from Endesa contrab:
1

and a people famed for their cen!
turies-long resistance to the In¢is.
and Spantards. Nicolasa Quintty-
man _and her sister, Berta, ag‘p'f
proud of their warrior past, aiid
troubled. over the future of the
ancient burial grounds that hold
the remains of their great-great-
grandparents. ol

The deals proposed by Endesa
have persuaded many of the
Pehuenches to leave their home-
land and sacred sites. ol

“I’'m going to get a pair of oxe:r_i, .
a horse and a saddle, eight calves,
a house, stables, and 100 acres in
return for my 52, said Matco
Levi Carrasco, 74, who signed his
agreement on Jan. 12, and will be
relocated downriver, to a settle-
ment outside the town of Santa
Barbara. S CE

Levi’s expectation of a financial
gain was tinged with resignation at
what seemed the incvitable.

“The Endesa man at the nota-
ry's office where I signed was say-
ing that wed better seize the:
moment, because this was our last’
chance,” he said. “After al,
Endesa has all the support in the
world, and we have nothing.”™ -

Levi expects to miss the land e

has lived on all his life. The ".ad.
bas been in his family fo; 300

- years, he said, but added, “It's like -

when a family member dics. How
long do you go on missing him?”?,
Aging tribal chief "

So many of the Pehuenches

. have come to the same conclusion

that the old cacique, Manuel Neu- -
cuman, is a particularly lonely fig-
ure, in his thick, black glasses and
torn, green sweater. Chosen as the”
tribe’s chief in 1968, he is now 86 .
years old. -

“No one wants to talk to me
anymore,” complains the chief,
whose pleas for his people not to-
bargain with Endesa have largely
been ignored. “They make their
own deals, and leave tradition
behind.” _

About 120 Pchuenches hav§

tors, carning less than $200.&

i month to work on the roads gi__l‘

which progress will pass.

]

»

§

)
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Broward famlly hopes

" to cash in on dam

ayummuEeu.lson
Herald Foreign Staff

In the midst of Chile’s standoff between
environmentalists, Pehuenche Indians and
the mighty Endesa energy firm, a Broward

County plumber and his fam|ly have been -

searching for a profit.

Ennque Covian Zor, 52, a naturalized
U.S. citizen who lives in Tamarac is one of
cight children of a Chilean investor who
bought 22,000 acres in the Bio-Bio River
Valley in 1937. Details of the sale are
sketchy, but Covian says his father bought
the land from someone who said he had
purchased the land from the Pehuenches.

The land is within the site where Endesa -

plans to build the huge Ralco Dam, and
that has made it suddenly valuable. So, for
the past several weeks, Claudio Arteaga, the
"Covian family's Santlago attorney, has
been shuttling between Endesa and the
environmentalists, trying to sell the deed.

“If Endesa says ‘Si,’ no problem, we sell
and stay on the sidelines,” the lawyer said
recently. “If they say no, we can sell to the
environmentalists.”

At first a deal seemed likely. One
wealthy Chilcan conservationist even
offered $600,000 of his own money to buy
the land, in hopes it might help the Action

"‘_‘ﬁr

Group for the BIO-BIO block plans for the
dam.

Yet as thc Covians have held out for a
higher price — Arteaga is asking $3 million
— both Endesa and the environmentalists
began questioning the validity of the Cov-
ians’ titles. The land is within the tradi-
tional Pehuenche settlement, meaning the

ay
.
Y
e w
N

. Indians also have claim to it.

Last week, Endesa manager Cnstlan
Maturana said his firm has “no interest” in
buying the land. He said the titles were
“arguable at best” and that to take them
seriously would be to imply the
‘Pehuenches’ claim was invalid.

“Qur position is to negotlate w:th the
T -

e

Indians,” he said. ' _"; E_;‘_‘H '.
Reached by telephone in Tamarac, Cdv- -

ian said he knew little about the status of

the case, which his mother and siblings m
supervising in Chile. But Arteaga said” a
government land deeds office in the south-
ern Chilean town of Santa Barbara has veri-
fied the Covian deed. And Covian's
brother, Angel, in Santiago, said the famlly

won't give up. :

“It is a large family that has a lot h}"
money nwds, so we don’t want the thingto' -
drag out,” he said. “You can’t get the same
peace of mind from 22 ,000 acres as you
from a few million dollars.” R

N
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o

THE DIRECTOR OF THE PEACE CORPS
WASHINGTON. D.C. '

MEMORANDUM

TO: Thomas F. Mack McLarty T
Counselor to the President and Special Envoy to the
Americas '

FROM: Mark Gearan
Peace Corps Director

DATE: February 19, 1998

RE: President’s Trip to Chile

When President Clinton travels to Chile in April for the Summit of the Americas,
I would like to propose that he keynote Peace Corps’ dlosing ceremony as part of
his trip. The event could be held at the 150 year-old national monument,
Municipal Theater, in Santiago, Chile as part of the Peace Corps’ graduation from
the country and allow the President to celebrate our partnership with Chile and
commend their initiative for volunteerism.

The purpose of the event would be to highlight the themes of both domestic and
international volunteerism and the important roles they play in strengthening the
roots of democracy. Also, to thank Chile for hosting 2,500 Peace Corps
Volunteers since 1961, and to congratulate President Frei and the Council to
Overcome Poverty for creating Servicio Pais (Chile’s AmeriCorps). '

The ceremony would indude President Clinton giving the keynote address and
President Frei highlighting Peace Corps achievements over the years, including
the time when his father was President (1964-70). At the end of the event,
President Clinton and President Frei could greet Peace Corps Volunteers,
returned Peace Corps Volunteers who have traveled back to Chile for the event,
and Servido Pais.

In September 1998, Peace Corps will dose its program in Chile because of the
record number of successes. These successes include the country's return to a
vibrant democracy, the enormous economic progress, the reduction in the
number of people living in poverty, and the establishment of a national volunteer
service (Servicio Pais), many of whom have been working side-by-side with
Peace Corps Volunteers in the poorest areas of the country. Peace Corps is proud
of the tremendous contributions the Volunteers have made and the progression
that has occurred during our time there. We also look forward to a continued -



relationship with Servidio Pais, which is helping the country improve their ability
to address their own basic needs.

PEACE CORPS BACKGROUND:-
Years in Chile: 1961-82; 199198
Number of Volunteers: 2434

Volunteers Currently Serving: 51
Examples of Peace Corps Work:

. A Peace Corps Volunteer initiated a project that resulted in the planting of
more than 10,000,000 trees. Today, these Monterey pines, which grow
twioeasfastin(lﬂeasmCahfonﬁa,arethemamstayofﬁ\eGﬁlean
export industry. He will be at the closing ceremony.

. A Peace Corps Volunteer, who was a marine biologist, started fisheries
farms and taught other Volunteers how to take the technology across the
country. This revolutionized the fishing industry in Chile, including =
making salmon farming one of the countries major exports.

. Peace Corps Volunteers have helped create and design trail systems in
national parks, including training park rangers.

. A Peace Corps Volunteer created and trained the first forest firefighters in
Chile.

. Peace Corps Volunteer Dan Peterson is almost single-handedly
responsible for bringing basketball to Chile. He has gone on to an
extraordinary career as a coach all over the world, presently coaching a
professional team in the Italian premier league.

[ hope this event will be given full consideration in the planning of the
President's trip. Ilook forward to discussing this with you. Best wishes.
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SUBICCT:  NOHPEPER ON SXTRADITION TREATY

1. &1 MEETENGS HELD [h SEPTEMEER 1333 IN SANTIAGO BETWEEN
USG AND CRILEAN OFFICIELS ON THE ISSUE OF IMPROMKG OUR
BILATERAL TXTRADITION KELATIONSH{P, CERTRIN 1SSUES CF
PARTICULAR GORCTRM WERS DISCUSSED. SET FORTY SELOW 4l
PARAGRAPHS 7-18 1S THE TEXT OF & NONPAPER THAT ADDRESSES
THESE ISSUES eND PRIPOSES SOLUTIONS T THE PROSLEMS
415D, CMEASSY 1S REQUESTED TO-SUBHIT THE NON-PAPER 1O
THE 2PPROPKIATE CHILEAN AUTKORITIES. (EMBASSY EYL. Mrh
15530 ADYISER £0URRDO VID HOSTED THE SEPTEMBER 1394

REETINGSs WHICH WERS ALSO RTTENGED B OFFICIELS CF TRE
INTERIOY END JOSTICE MINISTRIES. NG €MBESSY FYDb.
ERSASSTS PROSPT REPCRIING OF ANY DEVELOPRENTS ¥IUL gt
GRIATLY 2PPRECIATED

2. BIGIR TEXT OF MOMPEPER. &1 DISCUSSIONS RELD IN
SENTIAGD IN 1843 AKD 1334 BETWEEN REPRESENTETIVES OF TH:
COVERNKENTS OF CHILE &WD THE UNITED STRTES: 1T ¥aS
MUTUSLLY BGREED THAT THE EXISTING EXTRADLTION TREATY
BETNEEN OUR COUNTRIES IS AN ANTIQUATED INSTRUMENT THAT
FAILS TO MECT THE LAW ENFORCEMENT KEEDS OF MODERN TIMES:

PAETICULARLY (N VLEW OF THE INCREASINGLY INTERNATIONAL
CHARECTER OF CRIMIMAL ACTIVITY. 1T ¥AS ALSO AGREED THAI
THE FATURING ECONONIC AMD POLITICAL RELATIONSHIP BETWLEN
CHILE AND THE UNITED STATES DSHANOS COMMENSURATE
TEVELOPRENT [N THE AREA OF LEGAL AND LAX ENFORCENENT
COSPERATION, INCLUDING IMPROVERENT 1N THE BILATEREL
EXTRADVTION PROCESS

3, DESPYIC DUR GEMERAL BGREEMENT ON THE NEED 10 MODERNIZE
GUR EXTRADITION RELATIONSHIP, WE BELIEVE THAI ViABLE
SOLUTIONS 10 THG PERSISTENT PROBLEMS N OUR CURRENT
RELATIONSHI® RUST BE EXPLORED BEFORE WE CAN MAKE R
KNOWLEDGEARLE DECISION OK THE FERSIBILITY OF NEGOTIATING A
Wew TREATY af THES TimE. THE FYRST PROBLEM INUOLVES LEGAL
REFRESENTATION OF THE UNITED STRIES IN EXTRADITION
PROCEEDINGS BEFORE THE CHILEAN JUDICIARY. THE SECOKD
{KUGLYES THE STANDARD OF PROOF REGUIRED EY CHILEAN COURTS
10 SUSTRIN A FINDING OF EXTRADITAEILITY AND TRE TYPE AND
sHOUKT OF SUPPORTING EVIDENGE THAT MYST BE SYBMITIED

FEPRFQEMTATION IN EXTREDIT!ON CASES

~ UNGLASSIFIED
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& THE CURREKY EXTRADITYON TREATY BETWEEN CHILE &KD THE
UNITED STATES CONTAINS NO PROVISION REGAEUING (EGAL
REPRESENTATION OF THE INTERESTS OF THE PEGEISTING PARIY EY
AUTHORITIES OF THE PEGUESTED PRRTY. CESPYIT TRE ARSENCE
OF = TREATY PROVISION ON THE SUBJECT: §OWCUSR: THE URITED
STATES DEPAKTRENT 0F JUSTISE &S ECN aND REMRINS WiLLING
70 PROVIDE ACTIVE REPRESINTATION 0k TR LOUIKKREINT OF
CHILE 1N CXTRADITION RATTERS BROUGH! BEFURZ OUR COURZIS, In
TC INTERESTS OF BOTR IWTERKATIONAL CONMITY ANC EFFECTIuE
L&W ENFORCENENT COOPERATION

. |K THE COURSE OF ONGOING DISCUSSIONS ®iTH CRILEAN
ANTHORITIES, THE UNITED STATES HAS BZEN [KFORKCD THAT
ATTORNEYS [N THE CHILEEN GOUERKMENT ARE NOT AUTHORIZED 10
REPRESENT THE UNITED STAIES IM EXTREDITION PATTERS. AS &
COMSEQUENCE, THE UNITED STATES H&S BEZN REGUIRED T0 SECHRE
THE SERVICES OF PRIVATE COUNSEL (N SHILE TO PRESENT OU7
CaSES AND ADVOCATE Ouk POSITIONS KC INTZRESTS, &T & COST
OF BPPRONIMATELY DOLLARS 26,656 Y.S. PER CAS:. MARY
JURISBICTIONS [K THT UNITED STATES 422 Simely UK&EL: 10
BEAR THE €OSTS OF KIRING LAYYERS 10 REPTISENT THER 1N
CHILZAN EXTREDITION PROCEEDINGS &ND 5%¢ THIZEFORE FCROCE
T0 FOREGO THE PURSUIT OF SUGITIUES Wig Havl F(ED 10 Tt
10 [SCAPE JUSTICE.  UNFORTUNATELY: 25 Fug:TIVES BECONE
FORE EMERE OF THIS SITUATION, THEY ARE LIKELY INCREAGINGLY

70 PERCEIVE 3ND USE CHILE AS A PLACE UF REFUGE AND SafE
RESIDEKCE.

6. DURIKG DISCUSSIONS HELD wITH UKITEL STATES GOVERNMERT
REPRESENTATIVES IN SAKTIAGO [N SEPTRfEif 1834 THE
REPRESENTATIVES OF THE COVERKMENT CF £{L¢ INDICATED THa!
THE ESTRSLISHACNT OF & PUBLIC RMiRiSTRY, WHIZH SOULD
REPRESENT FORE(GK GOVERNMENTS IN EXTRADITION BATTZES, ¥iS
EEING CONSIDERED RS PART OF A RAJOR FROJECT QN JUDICIAL
LSO CRIMENAL JUSTICE REFORK.  Stiarii, THE ISTABLISYAZNT
07 SUCK BN INSTITUTION WOULD BE GREAILY BENEFICIAL 10 1RE
U5, -CHILE EXTRADITION RELATIONSH!? 5NC 10 INTERNAT IONEL
L AX ENFORCEMENT COOPERATION RS & WHOLE, MNC 115 &CTIVE
GDVOCACY BY THE CHILEAN GOUERN=ENT (S STRONGLY
ENCOURBGED, UNFORTUNATELY, &S DESCRiBzD BY CKILERN
BAUTHORITIES, THE PROJECT WAS LIKELY TO TRKE TWO OR FORE
YEARS 10 COME 10 FRUITION.

7. THE UNITZD STATES WOULD, OF COURSZ, KOPE TRAT &
SPEEDIER RENEDY 10 THIS PROBLEM, EUTN O A4 [NTERTN BASIS
COULD BE SCCOMPLISHED, SOTH &S A MEANS GF !MPROVIKG [RE
TISTING U.S. ~CHILE EXTREDITION PROCESS KD AS A BIANS OF
ENSURING THAT THE PROVISIONS OF 4NY NZ¥ TREATY COULD
PRACTICABLY &ND EQUITABLY BE BROUGKT {N10 EFFECT. 70
TRESE ENDS, WE WOULG COMMEND 0% CONS(CERZTION §v T¥E
COVERNMENT OF CHYLE CERTAIM POSSIBLE INTERMEDILTE
SOLUTIONS. FOR INSTENSE, & STPARATZ LECISLATIVE PROPUSAL
16 AUTHORUIZE ATTORNEYS FROM THE CHILEAN JUSTICE mIMISTRY
10 BCT A4S THE LEGAL REPRESENTATIVES OF FORTICK COVERHRZNTS
[N EXTRADITION PROCEEDINGS MIGHT BT CONSIDERSD UNTIL A
PUELIC MINISTRY CaN BE CREATED TO PERFORY THAT FUNCTION
&S 8H ALTERNATIVE INTERIM SOLUTION: 1T MiGYT BE POSSIBLE
FOX THE GOVERMMENT OF CHILE 1TSELF TO RETAIN PRIVARC

COUNSEL TO REPRESENT FOREIGN GOUEXWMENTS IN EXTRADITION
NATIERS. PERHaPS LINKED TG & RECIPROCAL COMMLTMENT BY TH:
OTKER COUNTRY TO REPRESENT OR SECURE REPRESTHTRTION FOR
CHILE N FURTHERANCE DF CHILEAN EXTRZDITION REQUESIS IN
TEE 1k ‘COUNTRIES

2 1K THE LONGER TER® RND AS £ RERNS OF TNSULING THA
THIS ISQUE CAK AT DEF INITIVELY RESOIUID 1% FUIURE L4SES
THE UKITED STATES BELIEYES THAT RNY KEX TxIRaCITION TRIETY

IINCEASSITFIER
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ENTERING INTC FORCE SEINEEN OUR COUXTRIZS MUST CONTRIN A
SPLo|f1C OBLIGATION FOR RECIPRGCAL REPRESENTATION, e ARE
UNSURE, HOWEVER, WHETHER SUCH & TREATY PROVISION ¥OULD BY
ITSELE BL SUFFICIENT TO AUTHORIZE CHILEAN GOUERKNMENT
ATTORNEYS T0 ACT 8 ROVOCATES FOP THE UNITED STATES OF
WACTHER INDSPENDENT AUTHORIZATION UNBZR CHILEAN LA&W WQULD

B2 REQUIXED TO ACHIEVE TES DESIRED RESULT.
STANDARD OF PRODF AND EVIDENTIARY REQUIREMENTS

9. PRIMERILY BECAUSE OF THE DiFFERENCES BETWEEN THE LEGAL
SYSTENS [N CHILE AND THE UNITED STATES: THE L AKGUAGE OF
THE CURRENT BILATERAL EXTRADITION TREATY 1K PRACTICE
DEMAKDS THE SUSHISSIOK OF VERY DIFFERENT LEVELS AND TYPES
OF FROOF FROM OUR RESPECTIVE GOUERNRENTS 1N ORDER 10
SECURE & JUDICIEL FINDING OF EXTRADITABILITY. UNDER THE
UNTIED STATES SYSTEM, CHILE IS REQUIRED ONLY 10 susnli
EUIDENCE SUFFICICNT 70 SHOW THAT THE CRIME #4S commiTIED
D THAT THE DECENDANT RORE PRODAELY THAN KOT ¥aS THE
2iRPETRATOR. THE ZXPERIENCE OF THE URITED STATES LI
RECENT EXTRADITION REQUESTS 16 CHILE, ON THE OTHER HAND.

[NDICATES THAT OLR KEQUESTS mUST BE SUPPORTED BY EVIDENCE
SUFFIGIENT T SUSTAIN & FINDING OF GQUILT OR AT LE&ST &
WELL -FOUNDED “PRESUMPTION OF GUILT®: OFTEN INCLUDING THE
PERSONEL EPPTARANCE 1N CHILE OF WITHESSES AND LA¥W
ENFORCEMENT OFFICIALS TG TESTIFY DIRECTLY &S T6 THS
SURSTENTIVE FAGTS OF THE JNVESTIGATION AND PROSECUTION OF
THE DEFEKDANT OR CONVICTED iNDIVIDUAL.

16, THE PRACTICAL BND LELA OBSTACLES T0 HAVIRG 13
“PROVE® IN & CHILCAN COURT THAT A DEFENDANT IS GUILTY OF
upiIRG YIOLATED THE LAWS OF THE GNITED STRIES SERVE AS
STRUNG DETERRENT FALTORS 10 PROSECUTORS IN THIS COUNTEY [N

~ DETERMINING YHETHER 19 PUKSUE EXTRADITION. THE EFFORT AND
€051 IRVSLYED IN COMPILING EVERY PIECE OF RELEVANT
EVIDENCE: TRENSLATING AlL PERTINENT DOCUMENTS:
TRRNSKITTING THD ENTIRE CASC 70 CHILE, AND EVEN PROVIDING
LIVE WITNESS ARE CETEN PROHIBITIVE. THE PRACTICAL
IWPEDIRERTS T0 TXTREDITAON IMPOSED BY THE CHILZAN SYsien
LRE PARTICULARLY ERUSTRATING T0 U.S. PROSECUTORS BECAUSE
THEY wOULD APFEGR TO INDICATE A HISTRUST OF THE UNITED
STATES LOKSTITUTIONAL CUERANTEE OF & FAIR TRIAL FOR AlL
INGIUIDUELS PROSECUTED HERE. )

11, 1T 1S €3SERTHRL T0 THE IMPROVEMENT OF THE U.S. -CHILE
CYTREDITION RILATIONSHIP TRAT A GLEAR AND REALISTIC
STANDARD OF PROOF BE ESTAELISHED THAT CAK B¢ ACCEPTED AND
PPLIED BY THE JUDICIAL AUTHORITIES IN BOTH COUNTRIES AND
THET W#iLL 1MPUSE REASONAZLE AND PRACTICAL EVIDENTI&RY
REGUIREMENTS ON THE AUTHORITIES OF THE REQUESTING

SOUNTRY. AS AN INITIAL STEP IN SEEKING RESOLUTION OF THIS
1SSUE, ¥E HAUS BEEN ASKED 3Y CHILEAN AUTHORITIES TO

PRESENT SUGGESTIONS FOR SUCH & STANDARD AND AN

€yPLENATIOR OF THE POTETIAL BENEFITS OF THE ESTABL ISRNENT
OF noRE EQUITASLE #ND PRACTICABLE GUIDELIKES FOR
APPLICATION IN FUTURE EXTRADITION CASES

12, 47 THE QUTSETr ‘w2 NOIE THAT THE DISPRRITY N THE
TURRENT TREATYS MPPLICATION IN THE RRZA OF REQUIRED PROOE
APPEARS 10 STEM PRIRARILY FROM THE STAMDARD ARTICULATED IN
SRTICLE | -- THAT 1S, EVIDENCE SUFFICIENT {0 JUSTIFY
SPERERENS IO AND COMRITHERT FOR TRIAL aCCORDING TO THE
LAYS OF TRE EEGIN UNDERLINE REQUESTED END UMDERLINE!
STafE.  GOOTNGTE. WT BLSO NOTE THAT BRTICLE 11 OF i
Tzt oURPORTS 10 SET FORTW 8 MESERIPTIOR OF THE
DOCUNERTS REQUIRED TO SUPPORT A REQUEST FOR EXTREDITION:

S#212%%

STAIE  172g7d 261S1El &l S821135
BUT THE CHILZAN LUDICIZRY HAS CONSISTENTLY FOUKD 48T

PRODUCTION OF THE EUIDENGE EXURERRIED ix RRTICLE Ml =
BEEN INSUFFICIENT 10 SUSTAIN a FAVORLALE DECISION ON .3
EXTREDITION PETITIONS. D FCOTNOTE). RS STATED CakL Itk
THE SIGHIFICANT DIFFERENCES N THE LEGAL PRACEBURES AHD
PROCESSES OF OUR RESPECTIVE lUSTiCE SYSTERS REVE LED 1O
SIGNIFICANT DIFFERENSES IN THE EVIDEKTIAZY REQUIRERERTS
INPOSED BY THIS LANGUAGE |4 THE TREATY. RN INTTIAL
SUGGESTION FOK REMEDIAL ACTION ON THIS (SSUE ¥OULD
THERESORE BE TO ELIMIKATE T8E £BOUE-REFERENCED LANGUAGE [N
ARTICLE | FROM ANY WEW TREATY THAT mAY BE KEGOTIATED (K
THE FUTURC, AMD TO REPLACE (T ¥ITH A STARDARD THAT ¥iLL
TNSURE THAT & KORE REASONABLE BURDEN iS {MPASED OK-The
PARTY REQUESTING £XTRADITION

13. N SHILE"S REGENTLY KEGOTIATED EXTRADITION TREETIES

WITH SPATN AND AUSTRALIR, WHICK WERE KINDLY PROVIDED TG US
EY THD GOVERMRENT OF CHILE FOR REVIEW: & MoR: PrECISE
DESCRIPTION OF THE TYPE OF DOCUMENTHTICK AND EVIDENS:
REQUIRED T0 SUPPORT EXTRADITION IS SET FORTR [N SPECIFIC
SRTICLES OF THE TREATIES -+ BRTICLE & OF 1EE TREATY WiTH
SPAIK 4ND ERTICLE X OF THE TRETY WITH RYSTRELTA. LK OUR
UIEW SUCH & DETRILED DESCRIPTION GF THE REGJIRED FRODES
[S FAR PREFERABLE TO THE HORE GENERAL £ND UNPREDICTABLE
STANDARD [N ERTICLE { OF OUR CHRRTNT BILATERAL TREATY
UNFORTUNATELY, HOMEUSR THE PERTINZK] PRUNISIONS iN Tde
SPaNisH GND RUSTRALTAM TREATIES APPEak T0 RELY OREL AGRIK
N THE LA¥S OF ONE OF THZ PARTIES -- THIS TInE. THS @EGIN
UNDERL INE) REQUESTING (EKD UNDERLINE) ©uRlv .- OX EVIDEHCE
NEEDED TG SUPPORT ISSUANCE OF A WHRRAHT, TRUS LERDING TO
THE PROBAEILITY OF DISPARATE EPPLACATION OF THE TREATY
PROVISIONS (f THZRE ARE HGRKED DUFFERENCES IK THE LeGat
SYSTERS AND CRIMINAL PROCEOURES OF THE PARTIES, BLCAlSE
0F T4 NOTICEEBLE UARIANCES IN THE JUSTiCt PROCESSES iR
CHILE &KD THE UNITED STATES. Wi BELIEVE TH2l THD STENDERD

0F PXQOF LNG THE TYPE Of EVIDENCE THAT rUST BE SUERITTLD
BETWECN US N SUPPORT OF £XTRADITION SROULO KOT Bf PHRSSED
[ TERMS OF THE LEGAL REQUIRIPERIS OF CUTHER COUNTRY: BUT
INSTEAD SHOULD Bt CLEARLY PRTICULATED N & BUTUALLY AGREED
AND ACCEPTASLE ENUMERATION OF RTIUIKED TUIGENTIARY
SUBMISSIONS.

14, TO THIS END. WE WOULD SUGEEST THAT THE PROOE NEEDZD
70 SUSTAIN A FINDING OF EXTRADITARILYTY BEYOND 4¢
CHARGIKG DOCUIENT OR JUOGHENT CF CONVICEION. THE aFREST
WIPGaNi, 2ND TEE RPPLICABLE STATUTES! SHOULD SIaPLY

INCLUDE & DESCRIPTION OF THE FACTS. BY Wit G AFFIDBYIT OF
OTHER WRITTEN AND SWORN DECLARATION op STAIEMENT. SETTING
FORTH RCASOKAZLE GROUNDS TO BELI(EUYE THAT BN OFFENSE Wa§
COMRITTED AND T#aT THE PERSON SOUGHT CCAMITTED T -- o
SUCK INFORMATIOK AS WOULD PROVIRE & REASONRELE §a315 T
BELICVE THAT THE PERSON SOUGRT commiTied THE QFFENSES FOR
WRICH EXTRAGITION IS REQUESTED. LN QUE VIEWs THE
ESTAEL[SHIENT OF R STANDARD ALOHG THESE LIKES 40ULD AUGID
DEPENDENCE ON THE INTERPRETATIONS AND FLucTuations of Trt
LAAS GF E1THER COUNTRY AND WOULD THEREFORE ALLOW 7OR R
WORE £QUITASLE, PREDICTAELE: AND PRACTICAL #PPLICATION OF
AK EXTRADSTION TREATY BETWEEN OUR COUKTRIES. 17 wOULD
BLSO SERUE &S & SIGK OF MUTURL RECOGNITION OF TRE
GSILITIES OF QIR RESPECTIVE CRIMINAL JUSTICE SYSTERS 10
PRCUIDE EXTRADITED INDIVIODALS WITH & Flii FAIR: &HC
FRPARTIAL ASSESSHENT GF CRIMINAL RESPONSIEILITY

15, NS WOULD. OF COURSE: EPPRECIRTE HEARING THE
GOUERNMENT Gf CHILE"S REACTIONS 10 CUF SUGGESTIONS ON TEIS
[SSUE AND WOULD LOOK FORVARD TO REVIFVING AND COMMENTING
OK ANY PROPGSALS YOUK BUTRORITIES niGHT WiSH 10 PROVIDE

UNCLASSIFIED

3712



FEB-11-98 11:81 FROM:DOS/L/LEI ID:2026474802 PAGE /12

-. JUMMEUTALLE UNCLASS I FIED UL IUUINU
EAP/L CARDS CENTER

PAGE B3 OF B3 STale 178679 261811 g2158? $821115

WE WOULD 8LSO SF INTERESTED [N ASCERTRINING WHETRER AR I)‘E> [
TVIDENTIARY STANDARD ESTASLISKED [N A KEW TREATY PROVISION

WOULD BE BINDING ON THE JUBICIARY {N CRILE CR WHETHER

FUKTHER LEGISLETIVE OR CONSTITUTIONAL ACTION WOULD NEED TC

BE TAKEN TO CORKECT THIS I [MGERING PROBLEM IN OUK

EXTRADITION ZE(ATICHSHIP

CORCLUSTON
16. THE GOVZRNMENT OF THC UNITED STATES IS EAGER 10

UNDERTAKE ANY NECESSARY STEPS 10 [MPROVE AND NODERKIZE OUR
LAN ENFORCEMENT RELATIONSKIP WITH CHILE, PRETICULARLY IN
THE ARFA GF EXTRADITION. [T IS OUR HOPE THAT ANY
INPEDIMENTS TO SUCH 1IPROVEMENT CAN BE ADDRESSED AND
REMOVED IN THE IMMEDIATE FUTURE SO THAT EOTH COUNTRIES .CAX

NOUE FORWARD IN OUY BILSTERL AND GLOBAL EFFORTS AGAINST
THE CRIMINAL ACTIUITIES OF IKGIVIDUALS AND ENTERPRISES
SSEKING TO USS DIFFERENCES RETWEEN OUR LEGAL SYSTEMS T0
THEIR OWN (LLICIT ADUENTRGE. FOR THESE REASONS: W
COMMEND THE SUGGESTIONS AND IDEAS DESCRISED REOVE 7O THE
GOYERNRINT OF CEILE £0R REVIEX, CONSIDERATION AND
COMMENT. END TEXT OF MSKPaPER.  CHRISTOPHER

UNCLASSIFIED
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®fftce of the Attarnep General
Hashington, 8. € 20530

March 19, 1997

'Her Excellency Soledad Zlvear
Minister of Justice

Republic of Chile

Santiago, Chile

Dear Minister Alvear:

We, in the United States, were very pleased to host
President Eduardo Frei during his recent state visit, an event
illustracive of the strong and cordial relations between our
countries. In the spirit of those excellent relations, I wanted
to take this opportunity to write to you in regard to our
pilateral extradition relationship, which is a matter of great
significance to the United States Department of Justice and of
gepecial concern tO me.

AS we are both aware, the ability of a nation to protect its
citizens and eosure justice through the equitable enforcement of
criminal laws is essential to the survival of a free and
democratic society. In today's world, as a result of the
globalization of crime and the ease with which criminals can
cross international borders, each nation must rely heavily on che
cooperation of foreign states to meet our common law enforcement
objectives. A vital part of such cooperation is international
extradition, which allows the return of fugitives to face justice
in the country whose laws they have violated and whose society
they have victimized. Criminals are ceaselessly attempting to
exploit weaknesses in extradition relationships and differences
between countries’ legal systems to their own advantage. Without
strong and effective means of extradition, all countries are in
danger of becoming attractive "safe havens,® to which criminals
pelieve they can flee and live with impunity.

For these reasons, maintaining and improving our bilateral
excradition relations throughout the world has been a top
priority of mine and the U.S. Department of Justice.

Particularly with regard to South American countries, the United
Statcs has been making great and long overdue advances, having
recently negotiated progressive new extradition treaties with two
of your country‘'s neighbors, Argentina and Bolivia. Both
treaties have modern and forward-looking provisions on the scope
of covered offenses and the extradition of nationals, two 1ssues
to which I know we have a shared commitment.
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We would like to make similar progress with your goveIrnmment
and have therefore sought over the last few years to address
lingering problems in our extradition relationship, so that we
can proceed to negotiate a new bilateral extradition trealty that
will meet the needs of the modern world. To further thas effort,
we have sent delegations to Chile and, at your government’'s
request, submitted a non-paperl for your consideration in
August 1395 describing ongoing extradition problems and exploring
poscsible interim and long-term solutiaons.

Ac discussed by our delegations and 1in the non-paper, we
believe there are two principal problems that plague our
extradition relationship. The first involves the virtually
insurmountable standard of proof imposed on the United States by
the Chilean judiciary im extradition proceedings there. The
second involves the requirement that the United States retailn
private counsel, at tremendous expensge, TO represent oOur
interests throughout the extradition process in Chile. Together,
these problems serve as strong deterrents to authorities in the
United States in determining whethexr or not to seek extradition
from Chile. Moreover, as the United States has discovered
through recent experience in the case against United States
citizens Harolid and Alan Lieberman, even when U.S. authorities
spend tens of thousands of dollars on private counsel and go to
painstaking lengths to comply with the Chilean evidentiary
standard, extradition still seems to be uvnattainable.

We appreciate the recent response to our non-paper from the
Juridical Pivisiom of your Ministry, and we are encouraged by the
report that legislation now pending in the Chilean Congresse will
address the principal problems in our extradition relationship.
Our encouragement is somewhat tempered, however, by predictions
from Chilean officials that it may be the year 2002, at the
earliest, before the legislation can be fully implemented to
resolve the problem of representation. I am sure we agreg that
improvements in our bilateral law enforcement efforts simply
cannot wait that long, and I urge you tO give immediate
corsideration to possible interim measures to alleviate the
representation problem until the pending legislation can take
full effect. If workable imterim measures can be put into place,
i1 am confident that we will be in a position to proceed with the
negotiation of a new extradition treaty.

I am very pleased that your President’s recent visit gave
our govermments the opportunity to renew our dialogue on the wide
range of issues and interests we canfrent and share in today’s
world. With our continuing commnitment to progress, I have no
doubt that our achievements will be numerous.

Sincerely,

Japnet Reno

18/12
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SUSIECT:  JUDISIAL RorORM TAXES IMPORTART STEPS FORWARD
REF: & SWHTIAGD 21335 81 SANTIAGO 2671 AND PREVIQUS

1. USG NTEREST N JUD{CIAL REFORM GENERALLY AND SPECIFICALLY
IK BETTER EXTRADITION/DRUG ENFORCEMERT RELATIONS WITH CHILE
AQVANCED SEPTEMBER | 'HEN THT CHILEAK CONGRESS APPROVED THE
CREATION OF £ NEW "PUBLIC MINISTRY" (INISTERIO PUBLICOI, THE
NINISTEY 15 DESIGNED TO HELP TRARSFORM CHILE™S NAPOLEGKIC
CEIMINEL JUSTICE SYSTEM INTC ON: MORE CLOSELY RESEMBLING (TS
ANGL0-ARERICKN GOUNTERPAPT. WHCN IMPLEMENTED VIA COMPANION
LEGISLETION: THIS NEW MINISTRY -- ESSENTIALLY A MATIONAL OFFICE
OF FROSECUTING ATTORNEYS -~ Will THKE OVER FROM CHILE'S JUDGES
THE INUEST(GATION ANO FILING OF CHARGES N CRIMINAL CASES. THIS
REFORR (TG BE PHASED IN OUER & PERTOD OF SIX YEARS) IS EXPECTED
T0 KESULT (N A FAIRCR, MORE TRANSPARERT: AND FASTER
ADRMINISTRETION OF CREMINAL JUSTICE.

2. SEPARATE LEGISLATION THAT WOULD EMLARGE FROM [T T0 21 THE
NUMESR OF CHILEAN SUPREME COURT JUDGES, FIX RETIREMENT AGE AT 75,
&N SET & TWO-YE&R LINIT ON THE TEWURE OF SUPREME COURT CHIEF
JUSTISES HAS PASSED THE CHILEAN SENATE, AND APPROVAL BY THE LOWER
HOUSE #ITHOUT AMENDMERT 15 EXPECIED BY THD END OF THE VEAR.

THIS MZASURE [S DESIGKED TO DIMINISH THE POWER OF THE CRIEF
JUSTICE RKD 76 GIVE THE CHILEAK SYECUTIVE BND LEGISLATIVE
ERENCEES MORE (NFLUENCE OUER THE COURT'S GOMPOSITION, ACTION
REQUESTED N PARRS 11-12. END SUMMARY.

INRUISITIONAL CRIMIKAL JUSTICE SYSTEM ON THE wAY OUT

3. ACTION EY THE CHILEAK CONCRESS ON FREI ROMINISTRATION
BILLS TG REFORM CHILE’S JUSTICE SYSTEM TOOK AN IMPORTANT STEP
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FORVARD DURIRG THE FIRST WEEK OF SEPTEM3IR WHEN THE CHELCAN
CONGRZSS APPROVEG THS CREATION OF & “PUSLIC MINISTRY™ NN STER(S
PUSLICOr.  ESSENTIALLY & NETIONAL KIERAPCHY OF PROSECUTING
ATTORNEYS, THE NEW RINISTRY WILL CORPRISE & CORPS OF Bt
ATTORNEYS ANALOGOUS TO U.S./DISTFIST ATIORNIYS IN THE UKITED
STATES. TREY ¥ILL ORGER AKD SUPERUISE INUZSTIGATIONS, SRING
CHARGES: AND PROSECUTE CASES (N COURT. LGNG IN GESTATION, EAD
¥ITH EARLIER LSAID SUPPCRT: THT CREATICH OF THIS RINISTRY 1S IRE
FIRST, AND MOST IMPORTANT: STEP TO END THE COLONIAL LIGACY Of
CHILE'S INQUISITIONAL PRGSZCUTORIAL SYSTEM.  THE REFORRS WiLL
BRING CHILE"S JUDICIARY INTO CONFORMITY ¥li% 11S NEIGHECRS. IN
AODITION, CURRENT ACTIVITY ON THESE EBiLLS IN CONGESS ADDS
IMPETUS T0 CONGRESSIONAL ACTION TO MODENIZE PROCEDURES [N
CHILE'S CIVIL AND L&BOR LAXS.

4. THE PUELIC RINISTRY ¥ilt EBE HEADED BY AN ATTORKEY GINEK&L
("FISCAL NACIONAL™) NOMINATED BY THE PRESIOENT AND #PPROVED BY £
12 VOTE 07 TKt SZNATE, AND WILL BE PHASED IN GRADUALLY DURING
THE YEARS 2821-2883. FIUE PIECES OF COMPANION LEGISLETION MEED
10 BE PASSED BEFORE THE MINISTRY CAN FUKCTION FULLY: TWO &RZ
INPLEMENTING BILLS, LARGELY RDMINISTRATIVE [N NATURE. 4KD THRE{
CONTAIN SUBSTANTIVE CHANGES TO CHILE'S CRIMINAL PRGCEDURES CODE
THIS LEGISLATION ALSD STRENGTHENS AND EXPAXDS CURRENT AUTHORITY
FOR PROSECUTORS TS °PLEA BARGAIN® £ND CREXTSS A KATICHAL RETWORY

OF PUBLIC DEFENDERS.

5. UNDER CURKENT INQUIS!TIONAL CRIMINAL JUSTICE PROCEDURES.
JUDGES CONTROL EACH PHAST OF THE CASt FKOR DISCCOWERY OF EVIGENLE
10 THE FINAL VERRIGT. UPON THE ARREST OF £ UEFENBANT, FOR
EXAMPLE, & SINGLE JUDES IS ASSIGNER TO ORDER AND SUPCRVISE 1kt
[NYESTIGATION GF EACH CASE: BRING CHARGES, AND TRY TR DEFENDANT
CRITICS RRGUE THAT THIS SYSTEM GIUSS JUDGES URCHECKED AND
UNREASCNABLE POWZR OUER THOSE ACCUSED AND THUS [S SUBJECT iC
ERROR AND PREJUDICE. IN THE WEwW SYSTEM, CRIMINAL CASES ¥ilL B
TRIED BY TEANMS OF THREE JUCGES: NOT JURILS

5. THE FIVE PERGING BILLS [MPLTMERTING THE MINISTERIO PUBLICG
¥ill ALSO PHASE IN ORAL ARGUMENT AND TESTIMONY, WHICH SAuLD
SPEED UP THE RDMINISTRATION OF JUSTICE. CURRENTLY, ALL COURT
BUSINESS 1S CONDUCTED IN WRITING. THIS PROCEDURZ SLOWS DUWN
TRIALS CONSIDERAELY AS ALL EVIDENCE AND TESTIMONY MUST B
LARORIQUSLY COLLECTED IN WRITING. FURTRERMORE. §7 txCLUDES THE
POSSIBILITY OF SUNMARY CROSS EXARINATION, ¥HICH CAN AFFORD &
JUDGE (Ok JURY) THE ESILITY T0 QUICKLY CONPARL AND COLLATE
TESTIMONY AND FaCTS

1. THE NEY SYSTEM WILL MAKS 1T €ASIER TR THE UNITED SIATIS TO
EXTRADITE FUGLTIVES FROM CHILE. UNDER TH: CURRENT LECAL SYSIEM:
THE JUDGE -- HAVING COMPLETED HIS ROLE &S INVESTIGRTOR -- WAS
QELIGKTED TO GIVE THE BENEFIT OF THI DOUET TO THE DEFEMDANT IN

ORDER TC COUNTER THE BUILT-IN BVAS OF THE Swtf [NDIVIDUAL SZRYVING
&S PROSICUTOR: JUDGE. AND JURY. {X PRACTICRL TERMS THIS MEANS
THAT, [N ORDZR TO SZCURE THZ EXTRAGITION OF & FUGITIVE, THE
REQUESTENG STATE HAS TG CONVINCE THE JUDGE of PROBEBLE CUILT &S
OPPOSED TO PROB&BLE CAUSE. - UNDTR THE NEW SYSTEM: THE STANDAKD
FOR EXTRADITION WILL 8 PROBABLE CAUSZ. IN ADDITION, THE NiW
CORPS OF PERSECUTORS WILL REPRZSENT THE KEQUESTING STATE IN
COURT. THEREEY OBViATING THE KEED TO HIRT A PRIVATZ ATTORNZY 1C
PURSUE THE EXTRADITION.

8. (N ADDITION, THE EXISTENCE OF & CORPS OF PROSECUTING
ATTORNEYS LENDS ITSELF TO THE CREATION OF & MORE SPEC(ALIZED. AND
TRUS MORE EXPERT. ADMIKISIRATION OF JUSTICE. THE ADVERT Of &

UNCLASSIFIED
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CORPS OF PROSECUTORS VERSED, FO7 EXGMPLE. [N ORUG TRAFFICKING )
CASES WOULD [NURS TO THE BENEFIT GF 1.S. DXUG ENFORCTHENT

EFFORTS. CURRENTLY, THZ APPORTIONMENT OF CRIMINAL CASES AMONG

TRILEAN JUDGES £OR INVESTIGATION IS EASED ON CHANCE. pND THUS

GENERALLY THESE JUDGES HAVZ NOT 2CQUIRED THE KIND OF EXPERTISE

NEEDED TO INVESTIGAE OF PROSCCUTE THE BRUG-RELATED CRIRES Fok

RHIGHTUEY ARE RISPONSIBLE. W UNODERSYAND FRON THE PRESIDENT oF

Tz COUNGIL FOR THE DEFENSE GF THE STATE @DE)« CLARR

SICZARANSKIr THaT THE CDZ ¥ILL TRANSFER [TS MONEY LAUNDERING

INVESTIGATION UNIT TO THE RMINISTERIC PUBLICO WHEK THE MINISTRY IS

CONSTITUTED: AKD THE INVESTIGATORS WILL SERUE &3 THE PROSECUTORS

i ¥ NONEY-LAUNDERING CRSES

8. PROPELLED EY RECENT ALBEIT UNSUCCESSFUL EFFORTS Tg IHPEACH

FOUE SUPREME COURT JUDGES (SEE REFTELS): JUSTICE MINISTER SOLEDGD
RLUEAR CONVINCED THE SENATE T0 4FPROUE SIGRIF[CANT REFORMS TO THE
SUPREMS COURT.  THESE CHANGES, &LMOST CERTAINLY Wtll BE APPROVED
¥ITHOUT AMZNDRENT EY CRILE™S LOWER HGUSE BEFORZ THE IKC Of TH:
YEAR AND EMTER INTO FORUE ON JANUARY 1. THEY ¥ILL

[NCREEST FR0M 17 10 21 THE NUMBER OF SUPRIME COURT JUSTICES:

== ELIRINATE THI CURRINT FIVE "INTEGRATED ATTORNEYS™ WHO ACT &S
SUPPLEMENTAL JUSTICES OF THE COURT.  (TRESE APE APPCINIED BY Ta:
SUPRENME COURT PRESIDENT AND SERVE &T HIS PLEASURE.) THE REFORH
ERPOWSRS CHILE"S PRESIDENT TG APPOINT THE FIVE ATTORNEYS TO SERUE
S INTEGRAL JUSTICZS OF 7HZ CGURT. THEY ¥ILL ERJCY TRE SAM:
RIGATS OF TENIRE &S PERMANCNT JUDGES:

<~ ALLO¥ THE PRESIDENT TC CHOOSZ NEW SUPREHE COURT JUSTICES
FROM A LIST SUBMITTZD 2Y THE COURTS THE APPOINTED JUSTICC MUST &2
APPROVED BY £ 273 RAJORITY OF THE SEWATES

-- IV MANDATGRY RETIRINENT OF THE COURT®S JUSTICES &T 76

-- LIMIT TEE PRESIDENCY OF THE COURT TC 1¥3 YEAFS (VICE THRER
LURREATLY)

18. THE EXPECTED CHANGES TO THE SUPREME COURT WiLL BIfFust
PORER END ANTHORITY AMONS MORT JUSTICES AND ¥ILL NAKE TAER LSS
BEHOLDEN TG THE CHIZF JUSTICE. THZ CHANGES ALSO CONFER ON THE
PRESIDENT AND SENATE MOKE INFLUENCE OVER THE GOURT'S COMPOSITION,
- THESZ GUTCOMES ART THE PRODUCT OF WIDESPREAD CONCERN THAT TRE
AUTHORITY OF THZ SUPXEME COURT 1S CURRENTLY INSUFFICIENTLY
CRECKED AND THAT THE POWZR OF THE SUPREME COURT CHIEF JUSTHCE --

BOTH INTZRNALLY.£8D OUIR THE JUDGES OF SUSORDIRATE CCURTS (SEE
REFTILSS -- HES PROVID EXRISSIVE.

1. THD GHAMGES ARE MAJOR STEPS TOWARD ESTABLISHING AN
EFFECTIVE, MODERN JUDICIAL SYSTEM IX CHILE. EMBASSY RECOMMENDS
THAT % BEGIN NEGOTIATING R NEY EXTRADITION TREATY (K T{ME TO
REUE (7 RETIFIED EY EOTH COUNTRIES PRIOR TO THE FINAL
IMPLERERTATION OF CHILE: JUDICIAL REFORM [N Z883.

12, ACTION REQUIST: PLEASE ADVISE

CUERRA
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Chile: Political-Economy and International Relations

Over the past decade, Chile has made a difficult, but highly
successful transition from military rule to democracy and
sustained economic growth. In addition, Chile has begun to assume
a leadership role in regional and global fora. Chile's record of
good government makes it an ideal partner with the United States
in shaping the direction of the hemisphere for the 21st century.

Economics

In all areas of economic performance, Chile's modernization
policies have produced positive and, in some cases, outstanding
results. 1Its sustained turn towards free markets and growth
strategies have made it a leader in the hemisphere. Importantly,
the Frei Administration is now attempting to alleviate poverty
and improve distribution of the benefits that free market
policies have produced.

Domestic Economy

Chile has achieved solid macroeconomic performance leading to
stable and sustainable economic growth.

Macroeconomic

Real GDP growth has averaged approximately 6 percent annually
since 1994,

Inflation fell to 6.6 percent in 1996, the lowest level since
1960. Economic growth for 1996 was approximately 6.9 percent.
Unemployment in 1996 declined to an average of 6.4 percent, the
lowest rate in 36 years. In 1996, real wages rose by 4.1
percent. In 1996, foreign investment increased by



approximately US$6 billion. U.S. investment in Chile amounted to

Us$ 2.24 billion. The Chilean Government has generated fiscal
surpluses since 1988 and public sector debt has declined
steadily. Chile has become a capital exporter to other

countries in the region, particularly Argentina.

Budget

In recent years, Chile has maintained a budget surplus
equivalent to about 2 percent of GDP. Current expenditures
have been reduced from about 30 percent of GDP in 1984 to about
18 percent of GDP in 1994. Taxes also declined during this
period from about 19 percent of GDP in 1984 to about 17 percent
currently.

Domestic Savings

Chile has a high level of domestic savings which reached about
25 percent of GDP in 1994. These extremely high levels of
domestic savings make Chile unique throughout the Western
Hemisphere. High levels of domestic savings are a key factor
in Chile's economic stability, offering the country a buffer
against short-term capital flows.

Financial System
Chile has a soundly supervised banking system.
Infrastructure

The Frei Administration seeks to continue the economic gains
achieved thus far through continued privatization, liberalization
of capital markets and upgrading of Chile's transportation and
public works infrastructure. Social/Economic Indicators

Infant mortality was reduced from 66 per 1000 live births in
1973 to 15 per 1000 in 1991. Over the last 20 years, access to
safe water in urban areas increased from 67 percent to 98 percent
of the urban population. Life expectancy at birth of the
population grew from 64 years in the mid-1970s to 72 years at the
beginning of the 1990s. Real per capita GDP has more than
doubled over the last 20 years, measured in 1994 dollars, from
$1,715 in 1973 to $3,719 in 1994. Minimum wage in Chile is
roughly $155 per month, adjusted annually. Chilean labor law
reflects basic international norms. Approximately 95 percent
of the adult population is literate.



Politics
Democracy
Chile has shown a growing and deepening commitment to democracy.

The Frei Administration took office in March 1994. His
Administration is the second democratically-elected government
since the country's return to democracy in 1990.

President Frel remains committed to pursuing constitutional
reforms that would deepen democracy in Chile.

Law Enforcement
Chile has shown a commitment to the rule of law.

Although illegal narcotics is not a major problem in Chile,
Chile has strengthened laws against trafficking.

Chile's agenda includes training law enforcement officers,
prosecutors, magistrates, interdiction and prevention.

Chile was one of the strongest supporters of concerted OAS
action against corruption. Chile was among the first Latin
American nations to sign the OAS Inter-American Convention
Against Corruption - the world's first binding international
agreement that criminalizes transnational bribery.

International Security

Chile is assuming an expanding role in making contributions to
peace and security in the international community.

Chile is currently a non-permanent voting member of the UN
Security Council. 1Its term expires on December 31, 1997.

Chile is a guarantor of the Rio Protocol which addresses the
Peru-Ecuador border dispute. 1In its capacity as guarantor, Chile
has joined the United States, Brazil and Argentina in providing
observers to the Military Observer Mission for Ecuador and Peru
(MOMEP), a peacekeeping mission that monitors the demilitarized
zone while the parties work to settle their differences
peacefully. In November 1995, Chile hosted a successful OAS
meeting on confidence and security- building measures (CSBMs).
The goal of such meetings is to reduce tensions and rivalries in
the region.



The Santiago Declaration resulting from the CSBM meeting seeks
to promote transparent defense policies and doctrines,
observation of military exercises, sharing of military
acquisition information, and other confidence-building steps.

Chile provided police trainers to the UN mission in El
Salvador.

Chile provides helicopters to the UNSCOM mission in Iraq.

#o# #
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U.S. - Chile Trade Relations

At the 1994 Summit of the Americas in Miami, President Clinton
committed to completing a comprehensive free trade agreement with
Chile, working with our North American partners. Since then, both
countries have made progress towards this goal, deepening their
trade relations and achieving mutual gains.

U.S. exports to Chile in 1996 totaled US$4.1 billion placing
Chile above the large emerging markets of India, Indonesia and
Russia in value. The largest U.S. export items to Chile have been
machinery and mechanical appliances, transportation equipment,
chemicals and plastics.

Bilateral trade relations are growing rapidly: Compared with
1990, U.S. exports to Chile have increased 148 percent and
imports have risen 72 percent. U.S. imports from Chile in 1996
were USS$2.26 billion resulting in a surplus for the United States
of US$1.9 billion.

Chile has a uniform tariff of 11 percent ad valorem and no
quantitative restrictions. A comprehensive free trade agreement
with Chile would not only reduce these tariffs, but also yield
gains for the U.S. in additional areas such as intellectual
property rights, market access for services and technical
barriers to trade. Also, issues such as greater access for U.S.
agricultural products and sanitary and phytosanitary matters
would be addressed.

Chile has pursued open markets in its international relations and
is achieving gains from trade. Primarily, Chile has sought
bilateral trade agreements with countries in Latin America and
Asia and with the European Union. Most notably, Chile has trade
agreements with U.S. NAFTA partners Mexico and Canada. Chile has



concluded an agreement with Mercosur, the Southern Cone Common
Market. As a result, Chile will eliminate its tariffs on most
products from Mercosur countries, including Brazil and Argentina,
within the next decade.

Chile has grounded its successful open market approach in a solid
domestic economic performance that is sustainable. Chile has a
particularly high rate of domestic savings and investment. In
addition, it has a strong record of job creation and poverty
reduction.

Chile's success in maintaining free markets at home and
encouraging open markets abroad make it a strong partner for the
U.S. in furthering President Clinton's vision of economic
progress in the hemisphere.

# # #
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PRESIDENT CLINTON: Good afternoon. Please be seated.

First, let me say it's been a great pleasure to welcome
President Frei to the White House. We meet in an historic moment
for our hemisphere, when the foundation of democracy and free
markets is firmly in place. Now we must lead in building on that
foundation to forge a future of peace and prosperity.

Chile is the window through which we see the Americas of
tomorrow -- a multiparty democracy, a firm commitment to human
rights, proven economic reform. President Frei is working hard
to make sure that all Chileans benefit from Chile's economic
growth, lifting people from poverty and raising their
aspirations. Chile is also an active global citizen, promoting
peace from El1 Salvador to Iraq, sending civilian police to
Bosnia, ratifying the Chemical Weapons Convention.

At the crossroads of trade among the world's most dynamic
economies, Chile can be a cornerstone of the vibrant free trade

area we are working to build in our hemisphere. Together, the
United States and Chile are showing the promise of partnership in
the Americas. Today, President Frei and I reaffirmed our

commitment to build on that partnership at the Summit of the
Americas that Chile will host in March of 1998.

At the Summit in Miami in 1994, we charted a rocad map for
collective action. Now we must set further milestones for
progress that will benefit our people, deepening democracy,



advancing trade, expanding opportunity, fighting drugs and
protecting the environment. I look forward to attending the
Santiago Summit and to working closely with President Frei to
build on Miami's success.

We also discussed the importance of open trade, both in
boosting prosperity and in bolstering freedom and democracy. I
repeated to the President what I told the Congress: I believe we
must have fast track authority to conclude new trade agreements
that open markets to America's products and that advance our
values. The United States simply cannot afford to sit on the
sidelines while others share in the fruits of Latin America's
remarkable growth.

Chile's strong record of reform, good government, and sound
fiscal policies make it an excellent candidate for the first use
of such authority. Our administration remains committed to
concluding a comprehensive free trade agreement with Chile. 1In
that regard, I'm pleased to announce that I've asked the
Secretary of Agriculture, Dan Glickman, to travel to Chile to
inaugurate a new consultative process to promote our agricultural
trade.

Our countries have also agreed to launch negotiations on an
open skies agreement. And, finally, I want to mention something
near to my heart -- our Fulbright Exchange program, the oldest in
Latin America. Today, Chile's decision to share this program's
cost will help our people to build even stronger ties as we enter
the 21st century.

Over the next several months, as I visit Latin America and
the Caribbean, I'll continue to advance the important agenda we
focused on today, consolidating the historic journey of the
Americas toward democracy, open markets, mutual respect and
cooperation. We are weaving a fabric of an integrated hemisphere
-- a community where people live, work and learn together as
friends on behalf of peace and progress.

Before I ask President Frei to speak, I'd like to say just a
few words, if I might, to the American people and the American
press about our continued determination and our ongoing efforts
to get to the bottom of the question of Gulf War illnesses. This
week, as a result of the ongoing review we instituted several
months ago, new documents have come to light further suggesting
that our troops could have been exposed to chemical agents during
the Gulf War. As soon as we get any new information we share 1t



with our veterans and the American people, and we will act
appropriately on any information we uncover.

I want to caution everyone that it is important not to
prejudge the actions of the developments that occurred in the
previous administration. We simply have to get to the bottom of
it. Today I've written to Dr. Joyce Lashof, the Chair of our
action committee on Gulf War illnesses, and asked the PAC
(Presidential Advisory Commission) to focus on the documents that
have come to life this week. It is essential that we get all the
help we can from the PAC in understanding the full significance
of the documents and any other new information that might come to
light. We cannot stop until we get all the answers about Gulf
War illnesses.

And now I'd like to ask President Freli to make an opening
statement. And we'll take your questions.

Mr. President.

PRESIDENT FREI: Mr. President, I would like in the first
place to reiterate our thanks for this invitation. Chile is a
country that in the recent years has consolidated its democracy.
It has had sustained growth in the last 14 years, with average
development and growth rate of seven percent a year. And that
has strengthened and consolidated cur economy.

We have given a front battle against poverty, bringing down
to half the level at which we had it during the '80s. And at the
same time, we've done it within the framework of a tremendous

opening to foreign trade -- international trade. Chile has today
the economic complementation agreements with more than 30
countries. We are members of Mercosur starting October of last

year. We are members of APEC, as the only South American

country. And we are negotiating an agreement with the European
Union.

For all these reasons, at this working meeting we have
discussed all the items -- hemispheric ideas, the Summit of the
Bmericas to be held in March of '98 in Chile, what are the main
items and subjects and what we will focus on during the year --
consolidation of democracy, free trade, struggle against poverty,
and also very preeminent subjects that we have agreed to include
in that Summit of the Americas, and that is education science
technology and training as the essential and foremost tool to
leave under development.



We have talked also about our participation in the United
Nations, and in all those issues of world peace we have
representatives of our armed forces in Iraq, and we will take
part with members of our police forces in Bosnia. And we are
very active, seeking in Latin America the peaceful settlement of
disputes. And this has been proven by our participation in
several conflicts we've had in Latin America, and very recently
in those difficulties between Peru and Ecuador, whereby we have
actively participated to consolidate peace in the region.

Also, we have reviewed our bilateral relation. In the last
years of my government the increase of bilateral trade between
Chile and the U.S. has had an explosive increase; it has
increased more than 50 percent in the last two or three years.
Only 1996 we've had investments of American firms equivalent to
all of the American investment we had in Chile in the previous 15

years —-- and so with an exchange of more than $6.2 billion. Of
course, there are sensitive issues, especially in agricultural
sectors. And we have expressed our way of thinking and our ideas

as to trade, the point of interest to Chile, to the United
States. And as the President has stated, our Secretaries of
Agriculture will meet so as to jointly look for a solution to
these problems that we believe always can emerge in a trade --
such a vast, broad and diversified trade relation as the one we
have.

Also, we have spoken of politics. We are interested in the
1998 summit to speak of politics as we did in the Iberia American
Summit of Santiago. Usually we used to discuss environment, free
trade and education. This time we raised the subject of
democratic governance, good government, how to make our
democracies effective in Latin America, how to solve the very
specific and concrete problems of the people.

And that item, that subject, we want to include it in the
summit of next year. We know that democracy has to be built
every single day, with great effort and sacrifice. And that is
why this conversation has been very open, candid. We are a small
country. We are no power neither as to population, nor are we an
economic power. But with certain dignity we do have the
capability of raising before the United States a very wealthy
bilateral relation of great development and to work together in
the hemisphere and in global policies.

I believe that Chile, and this I say here solemnly, Chile is
no example, nor model. What we've done i1s to build an experience
based on our history. And, of course, drawing upon the lessons



and work of many, many generations we have been able to
consolidate this development model -- this development process.
And we have a historic opportunity. Never before has the country
been 1n a position to view upon the future in a different manner.

If we act in this way, well, I think that in the next years
we can leave underdevelopment behind. That is what we want in
Chile. That is what we want to build. And we feel partners with
the United States in this major endeavor, that as a Latin
American country I will be able to leave behind poverty,
margination, and build a better future for our children. That is
our task, the major project.

And I feel today that, upon arrival to the United States,
being received by the President and highest authorities, and when
speaking to more before the joint session of Congress -- first
time a Chilean President will have this honor -- it's not an
honor for the President, it's an honor to the country, for what
we've been, for what we are, and what we are building.

Thank you, Mr. President.

Q Sir, the documents yesterday show you raised a great
deal of money from people you entertained at the White House.
Did you pay for their food and such? And can you really say the
White House was not used as a fundraising tool?

PRESIDENT CLINTON: Absolutely. Look at the list of the
people. We put it out there. A vast majority, I think almost
seven eighths of them were people that I had relationships with
that were independent of my campaign for President in '92. But
some people did come and stay with me who helped me. And I think
that's entirely appropriate. I don't think people who support
you and help you through tough times and who believe in what
you're doing should be disqualified from being the President's
guests at the White House.

But any presidential guest at the White House, whether
they're family members or dignitaries, or whatever, their costs
are not born by the taxpayers.

Mr. President, would you like to call on someone-?
Q President Clinton, in Chile, your political will with

regard to Chile's accession to NAFTA is well known. However, at
this point, with all the time that's gone by, we're asking for



more concrete steps. Among those steps you are about to take,
are you going to ask for fast track authority from Congress?

PRESIDENT CLINTON: Yes. I am going to ask for fast track
authority from Congress. In my State of the Union address I said
that I would. And I want to reiterate today that I believe the
first use of that authority should be to conclude a comprehensive
trade agreement with Chile. And I would hope that the Congress
would support that endeavor.

I believe the President's speech to the Congress tomorrow
will be very helpful in that regard. And I'm delighted that he
came here. I'm delighted that this is my first state visit since
I was reelected President. And I wish it had been done before,
but it was simply not possible to pass through Congress. I do
believe we'll get the fast track authority and I believe we'll
conclude an agreement. But we have a lot of work to do. And, as
I said, the fact that the President is going to speak to Congress
tomorrow to a joint session is a historic thing not only for
Chile, but it's very important for the United States and for the
future of this whole region.

Terry.

Q Mr. President, in the documents that were released
yesterday, two high ranking White House officials, Harry Ickes
and Evelyn Lieberman, refer to DNC coffees at the White House as
"fundraisers." That, of course, would be illegal. How do you
explain their choice of words, and do you think that any of the
fundraising activities came close to skirting the line, going
across the line into illegality?

PRESIDENT CLINTON: No. We got strict advice about -- legal
advice about what the rules were and everyone involved knew what
the rules were. Did we hope that the people that came there
would support me, particularly after we got into a political
season when we were doing this? O0Of course, we did. But there
was no solicitation during the events. And the guidelines, which
I believe were made available to you also yesterday, and the
documents made it clear that there was to be no price tag on the
events. Did the people hope that the folks that came to the
events would subsequently support me? Yes, they did. And I
think that was clear to everyone involved at the time. But there
was no solicitation at the White House, and the guidelines made
clear that there was to be no price tag on the events.

Q But the language in those memos-?



PRESIDENT CLINTON: I think my own view is -- and I haven't
talked to the pecople, but that's how much they hoped would come
out of their endeavors after the coffees were over. And I think
if you will ask them you'll find out that sometimes they did and
sometimes they didn't.

Q President Clinton, Chile is a country with a small
economy and a small population. Why do you think it deserves to
be part of NAFTA?

PRESIDENT CLINTON: I think that Chile deserves to be part
of NAFTA because 1t is the most successful democratic free market
economy in Latin America, with high rates of growth, a deeply
entrenched democracy, having overcome very well documented,
extreme difficulties in building that democracy over the last few
decades. And really, I think Chile is looked to as a leader in
our hemisphere on political and economic matters. BAnd I can't
imagine how we could have a set of free trade agreements with our
neighbors in Latin America that Chile was not a part of.

And what I'm hoping is that others in our hemisphere who
have now embraced democracy will see what Chile has done
economically, not simply in having high rates of growth, but also
in reducing poverty, spreading the benefits of economic growth to
more people.

The commitments that the President has articulated in
education, for example, that the First Lady saw so clearly when
she was down there two years ago -- I'm hoping that that will
spread across our hemisphere, and that when we come to Santiago
next year there will be a deep feeling among all the other
nations there represented that we should press on to create a
free trade area of the Americas, and that it should help more
countries to bring the benefits to their people that the Chilean
people are beginning to realize.

So the symbolic significance of Chile is far beyond the size
of the economy, although I wouldn't minimize the size of the
economy and its potential for growth.

Claire?
0 Mr. President, given all the public attention at this

point on the fundraising issue, and the calls now from Capitol
Hill from Democrats and Republicans for an independent counsel,



don't you think it might make sense at this point to have an
independent counsel to take some of the pressure off?

PRESIDENT CLINTON: I think what I always think about that.
There is a statute and that is a decision for the Attorney
General to make, it should not be a political decision. It's a
legal decision; the Attorney General has to make it.

0 Would you be opposed to an independent counsel?

PRESIDENT CLINTON: I'm not going to comment. I never have.
It is a decision that should be made strictly on the law, based -
- by the Attorney General, not based on any politics. But the
evidence that we made clear yesterday is I think -- I've answered
the questions about that, and I don't think there is a legal
issue there.

Q President Frei, have you been told by President Clinton
the strategy he will use in the months ahead to propose fast
track on Congress? And also, a domestic question -- have you
decided -- are you close to a decision to who will be president
of the Christian Democrats in Chile?

PRESIDENT CLINTON: I'm glad you asked him a domestic
question. Thank you. (Laughter.)

PRESIDENT FREI: What we think as to free trade is to show
exactly what our experience has been, more than taking part as to
-- or referring to the decisions that the U.S. government or
Congress have to make. We are interested; of course, we are.
Why? Because as I said before, we have economic complementation
agreements with more than 30 countries. Our foreign trade is
highly diversified in Asia, Europe and America. Our trade with
Latin America 1is very similar to the one we have with the United
States. That 1is why we have aggressively sought these
agreements, allowing a small nation to consolidate those markets.
Today, we have foreign trade -- I mean, imports, exports and
related services -- they account for practically 55 percent of
our GDP. And so today at least six or seven out of 10 jobs in
Chile depend on international trade.

And that is why we believe that this has been beneficial for
the country. And also, Chilean firms have gone abrcad and
invested more than $15 billion in the southern cone of Bmerica —--
unprecedented fact -- practically 20 percent of our GDP. And
this has meant the creation of an area not only of free trade,
but of integration. We are working in physical integration,



energy integration, and we are contributing to improve the
quality of life in the continent and particularly in our country.

That is why we've grown in recent years at rates --
permanent rates about 6 or 7 percent, I would say. The last 14
years, we have a savings and investment rate that reaches
unprecedented figures. Last year we had a saving investment rate
of 28 percent, 28.5 percent of our GDP. And domestic savings,
there the state contributes with 5 percent to domestic savings.
And for five years we've had fiscal surplus.

Our accounts are in order, and thus we are firmly convinced
that free trade not only is a pillar and foundation for Chile's
development, but an essential condition to consolidate our
political, social, and economic project. And that is why, of
course, we are interested, and we are certainly interested in the
agreement with the United States. We signed with Canada in
November an agreement following the guidelines of NAFTA and that
includes labor and environmental clauses that we are also ready
and willing to accept.

So this is our vision of the country, how is our country
going to be in the 21st century and we are working towards that.
And that is why we expect and the U.S. government and Congress to
define this, which is a road for Chile, of course, but it is also
a road to be followed by the Americas.

And as to the Christian Democrat Party in Chile, the
President of the Republic is President of all Chileans and does
not take part in active politics. There in Chile, I am head of
state and head of government, and the decisions of the parties
are independent decisions. And the Christian Democratic Party,
of which I've been a member for more than 35 years, elects its
authorities democratically, universal suffrage process which is
underway, and at the end of March they will hold that election.
All the members will vote, and they will democratically elect
their authorities.

Q Mr. President, are you ready to endorse Senator Lott's
call for a commission of economists to once and for all settle
this issue of whether the CPI overstates inflation?

THE PRESIDENT: Let me say, first of all, I support a cost
of living increase that is appropriate. I think it's important
that it be accurate. There have been questions raised and
opinions offered about that. And I think it's important that we
agree to a procedure that will have credibility not only among



both parties and their leaders in Congress, but even more
importantly out there among the American people.

This is not a question for the budget; this is a question
about the long term viability of our systems and whether the CPI
is an accurate reflection of how much the cost of living of
Americans goes up every year.

I appreciate Senator Lott's suggestion and I have -- it is
one of the things that I have considered, and I think we'll have
some sort of an announcement on that in the not too distant
future. But I think it's important for me to make sure that
whatever we do has not only the confidence of Senator Lott,
Senator Daschle, Speaker Gingrich and Leader Gephardt and the
members of their caucuses, but also of the people out there in
the country that will be living with whatever decision is made on
this.

So I think he made a good, constructive suggestion. I think
we ought to take that under advisement. And we need to see what
other options there are out there and then we need to go forward,
and I expect to do that.

0 President Clinton, since the Miami Summit not much
progress has been done with regard to the free trade areas of the
Americas. Do you think that the various regional processes in

Latin America have been making much more headway, and do you
think that the next summit is going to concentrate more on that
than that FTAA?

PRESIDENT CLINTON: Well, I think the answer to your
question is it depends in large measure on what we do here.
Since the United States did not renew fast track authority, there
was not much more we could do. But a lot of progress has been
made within South America, for example. Chile reached an
agreement with Mercosur countries, and a lot of other things have
been going on there. And then we've been working on some
specific issues with a lot of nations in our hemisphere.

But I believe that our ability to get a free trade area of
the Americas -- Chile also, I think, made separate agreements
with both Canada and Mexico. So our ability to get a free trade
area of the Americas and to build what I think is potentially the
most powerful economic unit in the early part of the next century
now rests with the willingness of Congress to approve the fast
track authority, and our ability to get back on track and try to



be a constructive, cooperative part of this process. And I
intend to do whatever I can to achieve that.

And, as I said, I'm delighted that the President is going to
address Congress tomorrow. There's an enormous amount of
admiration for Chile in the United States Congress, across party
lines, for all kinds of reasons. And I think his words will be
heard and I think they will be exceedingly helpful.

Thank you very much.

THE PRESS: Thank you.

END

1:43 P.M. EST
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time in its history will it apply embargoes or restrictions on the LY o ﬂ’“ —~9 .

sale of armaments, which means that at this point the four aircraft
under examination by the Air Force for possible purchase are under /-41;,’ A oo )
equal conditions. j
This was made clear by the commander in chief of the FACh _ (‘ ‘ : 0
[Chilean Air Force], General Fernando Rojas Vender in a press .
conference held yesterday in the Armed Forces building.
Rojas Vender spoke of the acquisition process for a new combat f
aircraft, the launching of the FASat-Bravo satellite on 24 April,
the sale of 10 T-35 Pillan aircraft to El Salvador and the purchase
of a UH-60 helicopter for the FACh.
Regarding the purchasing program Caza F-2000, the senior Air
Force officer reiterated that the FACh will announce the names of
the two combat aircraft to be the preliminary choices once the
Second Summit of the Americas had ended and, soon afterward, the
name of the winner. The final decision, Rojas Vender said, would be
announced jointly by the government and by the Commander in Chief's
Headquarters at the end of May.
The FACh is currently evaluating the combat aircraft JAS-39
Gripen, manufactured by a Swedish consortium composed of Saab, Voivo
and Erickson, built with parts from the United States and other
European countries, the French Mirage 2000-5 built by Dassault, and
from the United States, the F-16 Fighter Falcon built by Lockheed
Martin and the F/A-18 Hornet built by Boeing-McDonnell-Douglas.
The four aircraft will be exhibited by their manufacturers at the
International Air and Space Fair (Fidae '98), which will begin next
Monday [23 March] at Los Cerillos.
Rojas Vener said that the purchase will be worth about $500
million, which will be paid over 10 years.
Regarding possible apprehension over the purchase of US aircraft,
because of possible embargoes, the general said that the FACh had
made a long-term calculation and "we have concluded that the United
States has been gradually freeing up arms systems that until a few 71.,../. wsr ot u
years ago were not authorized to be sold.”
He said that one should not think only about restrictions by the
United States, as restrictions have also taken place with European
countries, which are also competing in the current selection
process.
As for the reliability of the United States compared with France
and SIIEREYY. Rojas Vender said that in his view there are some
complications in the US system of authorizatio of arms sales, but
they can be overcome.
A "Black Hawk"



Rojas Vender also announced that the FACh had purchased a US
helicopter, the latest model of the UH-60 "Black Hawk," which will
arrive in [QJ{JIE at mid-year.

The general said that this will be the first phase in the
replacement of the FACh's UH-1H helicopters, designed in the 1960s,
by a newer, more powerful aircraft.

Regarding the UH-60, the general said that the first one was
purchased completely new, with a combat configuration, at a cost of
$10 million.

"One Black Hawk replaces three UH-1Hs because it has the
capability and an impressive range of 1,500 miles, with auxiliary
tanks,” he said.

The Sale of the Pillan

The Commander in chief of the FACh also announced the sale to El
Salvador of 10 basic training aircraft, the T-35 Pillan,
manufactured in [9fJ|§ by ENAER [National Aeronautical Enterprise]
and the possibility that this aircraft could be marketed in other
Central American countries.
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il to Decide Next Month on Fighter Contract, Saab Says

Stockholm, March 19 (Bloomberg) -- The Chilean government is
expected to decide next month on the winning bidder for a contract to
supply the nation's air force with at least 16 fighter planes,
according to Saab AB, one of the bidders.

Saab spokesman Jan Ahlgren said the company expects a decision by
the end of April. Ahlgren declined to comment on a Swedish newspaper
report that said its Gripen fighter had been short-listed for the
contract along with the Mirage fighter made by France's Dassault
Aviation SA.

Such a decision would surprise analysts because it would eliminate
the fighters offered by two American companies, Lockheed Martin
Corp.'s F-16 and Boeing Co.'s F-18. They'd been favored after
President Bill Clinton last August lifted a 20-year U.S. ban on arms
sales to Latin American nations.

“"The F-16 has clearly been the favorite, but however much it's
upgraded, it's still an older design," said Chris Avery, an analyst
with Paribas Capital Markets in London. A lot of technology has gone
into the Gripen and it's not quite the competitive minnow that people
have assumed."

The report in the newspaper Dagens Industri cited unnamed people
close to the Chilean government as saying that the Gripen was set to
win the contract. Saab, a unit of Investor AB, formed a joint venture
two years ago with British Aerospace Plc to sell the Gripen outside of

(

“There are no announcements that indicate a decision,” Ahlgren
said. Simon Raynes, a spokesman for British Aerospace, declined to
comment.

They wouldn't how much the contract would be worth. A Swedish
order last year for 64 Gripen fighters was worth $4 billion, possibly
putting an order for 16 at $1 billion.

The Gripen has so far only been sold to SJiERE]), which has bought
200 in separate batches, according to Jane's Aircraft. Production
began in 1992 compared with 1978 for Lockheed Martin's F-16, which
consistently faces criticism that its technology lags compared with
newer rivals like the Gripen or the four-nation Eurofighter project,
which also includes British Aerospace.

Bethesda, Maryland-based Lockheed Martin maintains that it's added
so many features that the latest versions of the fighter are
effectively an entirely new plane.

Whichever firm wins the Chilean contract, defense industry analysts
have said it could spur more sales in the region because other
nations, such as Brazil and Argentina, will want to keep pace with

Ahlgren said [@fliF's plan to supply one division of its air force
with 16 new planes also puts the winning bidder in strong position for
orders that could eventually total 60 planes as the nation re-equips



its entire air force.
--Peter Robison in the London newsroom (44-171) 330-7646 and Jenny
Penser in the Stockholm bureau (46-8) 611-8421/js
Story illustration: INVEA SS <Equity> GP to graph Investor shares.
Company news: BA/ LN <Equity> CN British Aerospace
INVEA SS <Equity> CN Investor
AM FP <Equity> CN Dassault
LMT US <Equity> CN Lockheed Martin
BA US <Equity> CN Boeing
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The Chilean Air Force (FACh) Reportedly Will Select Only Two
Companies.

The Air Force will make known the names of its preliminary
choices from among the manufacturers of the F-16, the F/A- 18, the
Gripen or the Mirage 2000-5, once the 1998 International Air and
Space Fair (Fidae 98) is completed.

The competition over the selection of a new muiti-role aircraft
for [MflIE's Air Force will be reduced from four to two candidates in
the next few weeks, sources connected to the Air Force confirmed
yesterday.

It was learned that the FACh will communicate the names of the
companies that will remain in competition to the US companies
Lockheed and McDonnell Douglas, and to Dassault and the Swedish
consortium headed by Saab, perhaps at the end of the Fidae 98.

The institutional evaluation of the F-16, F/A-18, Gripen and
Mirage 2000-5 aircraft is now completed and the economic terms of
the transaction are under discussion.

Once this process is concluded, the FACh will submit the findings
to the government, which must examine the political aspects of the
transaction and decide together with the FACh which offer is best
for the country's defense.

According to the basic requirements of the selection process, the
FAChH is seeking a multi-role aircraft equipped with the most up-to-
date armament possible, which would be able to become the standard
fighter-bomber of the future for the Chilean Air Force.

Although the names of the possible preliminary choices have not
been learned, analysts believe that the FACh could choose the
Europeans, or include one company from that continent and one from
the United States. Unofficial sources said yesterday that the
alternative chosen by the FACh may have been the former of these
two.

The cost figures that have been mentioned regarding the
transaction are in the neighborhood of $550 million, which could be
reduced by later negotiations and offers by the competing companies.

With regard to when the name of the successful aircraft might be
made known, it has been indicated that this would not occur before
May or even at the beginning of September.

The four competing aircraft will be in Santiago starting this
week, in order to participate in the Fidae 98, from 23 to 29 March.

Yesterday [13 March] at about mid-day, two JAS-39 Gripen combat
aircraft, manufactured by a consortium of Swedish firms led by Saab,
arrived at Los Certillos airport in Santiago from Antofagasta.

The aircraft had arrived in @il from without weapons on
26 February aboard a merchant ship, and were assembled and tested by



European pilots and technicians at the base at Cerro Moreno.

This aircraft will be exhibited at the Fidae 98 together with the
other three aircraft that are taking part in the competition. Unlike
the Swedish aircraft - whose initial version possesses little flight
autonomy and has no system for in-flight refueling - the other
competitors will arrive by flying from their respective countries.
For 20 March the arrival is expected of seven French Mirage 2000-5
fighter-bombers of the Armee de L'Air, that will fly in from a base
near Paris, via Brazil, to [SJjllis.

Subsequently arriving in @il will be a group of F-16s and
another of F/A-18s, competitors in the replacement program of the
FACh, called Caza [Fighter] F-2000.

Restrictions

One of the most delicate subjects to be discussed during the
selection is that of possible restrictions to which three of the
four aircraft that are candidates in the FACh competition would be
subject, that have components made in the United States.

Political restrictions could be placed on the purchase by [®flig
of the F-16, the F/A-18, and even the Gripen. Recently, a US court
suspended the sale of the Swedish aircraft to South Africa, because
of a pending judicial procedure.

According to the political scientist and professor of Anepe
[expansion not given], Miguel Navarro, the subject of political
restrictions is important because all countries seek independence
with respect to their systems of armaments, as [®fli§ has already
demonstrated.

"But no country can give its clients a 100 percent guarantee that
there are not going to be political restrictions on technical
support during the life of the system, i.e., between 20 and 30
years. It must be kept in mind that restrictions can occur in the
future whether it be for internal or external political events in
the selling or the purchasing country,” Navarro said.

He said that all of [@flil§'s traditional arms suppliers (France,
the United States, Israel, Great Britain, Belgium, and
Austria) have at some time carried out an embargo.

Therefore, according to Navarro, the possibility of restrictions
is valid for all countries. "Even in the case of the United States
it is interesting to note that, in general, there is a positive
evolutionary process in the sale of advanced armaments to Latin
America," he said.

The political scientist said that current studies show that these
embargos are not a kind of catastrophe that affected countries
suffer, but that they can be prepared for.

"The greater a country's capacity for maneuver, the less likely
it is that it will suffer a restriction of arms sales. Even the
political system of the United States makes it easier to take into
account in a country's plans than in other countries, where decision
making is more centralized," Navarro said.
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