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MEMORANDUM FOR MR. HENRY A, KISSINGER
THE WHITE HOUSE

Subject: Chile

Thera zre eaclesed for consideration by the Senior
Peview Group papers prepared in response to your mémoran-
dum of November 27. The discussion papers have been
approved and the status reports rnoted by the Ad Hoc
Inter-Agency Working Group on Chile. The Ad Hoc Working
Group reviewed a draft study of implications and opticns
for the United States in the event Chile rakes steps to
nationalize or expropriate U.S. business interests in
Chile; it was agreesd that the draft would be expanded
and revised and submitted through the Ad Hoc Greup for
the next meeting of the Senior Review Group.
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kf John Heogh Crimmeins

Acting Chairman

Ad Hoc Interagency Working
Group on Chile

Enclosure:

Papers on Chile

‘ Downgﬂﬁm intervals;

not autematically declassified.
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‘SEC RET/ROD1S
1. - C

Security Implicztions of Chile's Participsticn in
the Inter-American Defense Board (TADB]

A Study of Options for U.S. Strategy Concerning
Chile's Future Tarticipation irn the Organization
of American States

Legal Implications of Chilean Trade with Communist
Countries )

Plans for Coungressional Consultations on U.S5. Policy
Toward Chile - January 1971

Status Report on U.S5. Actions to Discourags Further
Resumptions of Relations with Cuba

Status Report on U.S. Stance on 1DB Lending to
Chile

Status Report on Restrietions on IERD Lending to
Chile

o
Status Report on Ciscussions with Export-Import Bank
on Discontinuation of New Credits and Cuarantees

U.S5. Scientific Projects in Chile
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Security Implications of Chile's Participation in the
tnter-&merican Defense Beard (IADR)

LY SCUSSTIN::

The 1AD3 has access to three categories of classified
infermation:

U.5. classified informstion made availakle #o the
IADRE;

TADE classified docuwents;

TACR classified discussions.

U.8. Classified Information. The TADB as a body has 2o
access Lo any classified U.S. documents. The (.S. members
cf cthe Staff and Secretariat have temporary access to U.S.
~classified information through the U.5. delegation, but such
informatien is not made available to the Boavd 2s a dhcole.
The U.5. Delegation provides, from time to time, classified
briefings oi cursent impertance (the mr it recent wsz an the
Middle East Situzstien, on March 5, 1970, The rmaterial presented
was U.S. CONFIDENTIAL, handlied as "JADE SECRET" by the Hoard.
The IADB cecasionally recelwes classified infermation on its
trips; this information is never of a category above 1.5,
CONFIDENTIAL. HNational Disclosure Poliey perwits disclosure
or. 4 case by case basis of U.S. SECRET information about Cukan
scbhversive activities to the IADE; however, this has occurred
only once.

IADE Classified Documents. All member delegations hawe
access ta all classified documents praduced by the Eoard.
Thegse documents include minutes of all Board meetings,
maovals, staff studies, &nd planning papers. The most com-
prehensive document is the TADB "Strategic Evaluation
of the Situvation" (an analysis of political, economic, social
and military factors which exert influence on "continental
security policy')., The informatien contained in these docu-
ments does not directly affect 1.5, security. The subject
matter containad in those of the hiphest ¢lassificatien,
"IADE SECRET,".is relatively bland. The significance of its
compromise would derive from agreement by the IADE er from
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the inzbility of the JADE to agree on substantive matters,
rather than From the material jitself.

IADR Discussions and Briefings. Access to the classified
discussicns and briefivngs of the Beard constitutes the gravest
secutity problem. This provides zny member tha opportunity
to report all discussions, disagreements, positions of delepa~-
ticng, etc. 1t would be impracticable to keep all classi-
fied matter out of these discussions. Thus, mambership ina
the TADE is 2 window [rom which to observe hemispheric military
attitudes and to ceonfirm intelligence pathered freom other
SOUTrCes.

Current Sitwvation. There is no present evidence of sub-
version of the Chilsan Armed Forces, or of disruptive taclics
on the part of the Chilean delegation to the IADB, that
warrants expulsicn of Chile at this time. A motion to expel
Chile today might receive a bare majority of the vote; a
dramatic event would be requiraed to shift enough wotes teo a
significant majority.

Frecedent. Cubs was denied access to cla-ssified session-
and documents of the IADBE on April 24, 1951, on a motlen by the
United States, '"while the present and evident wilitary alliance
exists betwezen Cuba and the Soviet Bloc,"” by a vote of 13 to 1
(Cuba), with Z abstenticns (Chile and Ecuador) and 3 ncnparti-
cipating (Prazil, Mexice, Venezuvela).

Conclusions.

No sericus damage would result from compromise of
classified information avsilable to che TADE.

There are no overt grounds for denying novmal LADB
agcess to classified information or for expelling
Chile from the TADBE at this time.

Expulsion or exclusion proceedings at this Cime
could result in embarraszment or defeat.

RECOMMENDATIONS: -

1. The U.§. Delegation bo the IADE and the Director and
1.5, nmbers of the Secretariat should be asked to:




t_".‘

ERTA I} G
q_, smmﬁh&rjlq,
o

(&) keep the Ad Hoc Interagency Working Group
apprised of any shifts in the attitudes and
activities of the Chilean delegaticn and of
developing attitudes and problems within the
IADBR, with special emphasis on the likelihood
of disclosures of bemispherie military attitudes
during classified discussions that might have
adverse consequences to hemispheric seeurity.

(b) Take necessary steps to insure added protection
of U.5. classified infermation both in local
proceedings of the Board and on trips during
which such informatioen might ke divulged. Na
U.5. SECRET information on Cubz should be divulged
withour the approval of che A Hoc Interagency
Working Group.

The Intelligence Community should carefully screen
Chilean officers assigned to the Chilean delegatica,
should alert the Ad Hoe Interagency Working Group

to changes in the political character of the Chilean
delzgation, and shovld keep the Ad Hoe Group apprised
of any evidence of infiltraticn of the Chilean armed
forces that would increase the danger of compremise

of classified information within the TADR,
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A Study of Opt{ons for U.S. Scratepy

Concerning Chile's Fulure Participation in
the Orpanization of American States

The following study divides the preoblems we may face wich
respect to Chile's furture parcicipation in the 0AS into Five
categories, as follows:

1. Chilean continuation in or exclusion
From the QAS

1I. Pocssible QAS sanctions against Chile

111. Pessible Chilean initiative to and
M5 isclatien of Cuba

IV. Chilean general tactics in the UAS

V. Possible Soviet military facilicties in
Chile

The Allende Government can be expected to move sooner or
later to seek to weaken U.S. influence in the QAS and to
reduce the effectiveness of the Organization as one generally
cooperative wich U.8. objectives. Allende's preszent decision
to keep Chile in the 0AS is In line with this purpose. Chile's
actions will develep as a matter of timely opportunity.

In developing U.3. strategy to deal with these problems
it is assumed that we would continue our present role of
discreet leadership in the 0AS. This means limicing U.5.
visibility in the 0AS insofar as practicable, playing our
roles behind-the scenes as much as possible, encouraging the
Latin Americans to take the iniltiative but, if necessary,
feeding suggested initiatives to them, taking our own initia-
tives jointly, and consulting without stridency on all problems
of importance to us., We thus endeavor tec minimize Latin
American sensitivity to U.S. preponderance while still assuring
the degree of [.5. leadership necessary to bring about meaning-
ful action, i.e. a discreet leadership that the Latins them-
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selves expect of us. We must slsh recognize that, despite
the effectiveness of our leadership, the Latin Americzns are
increasingly determined to assert their indivicuzl positions
and not to slavishly follow the U.5, lead.

A basic assumption that pgoverns all compenents of this
study is that the U.S5. will not abanden the DAS as a regional
organization in faver of a smaller zssociaticon bound topecher
by military ties but progressively deprived of its characcer
and auchority as a regiomal organization.
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Problem+: Chilean continuation in or exclusion from the QAS

Considerstions:

1, Wnile Allende was highly critical of the 0AS in his
campaign platfcrm, he kas since stated his intention of keeping
Chile in the 0AS, Chilean officizls express particular interest
in vtilizing the facilities of IA-ECOSOC, CIAP and the other
economic-gocial machinery of the 0AS, as well as the IDB. This
present Chilean [ntention of staying in the 0AS may change,
however, &8s a result of Chilean internal political dynamics ox
evolving requirements of Chilean foreign policy.

2. The only precedent for excluding a member fram
participaction in the QAS is the Cuban case. The Eighth Meeting
of Fereign Ministers (MFM) (Funta del Este, January L362),
dacting under the Rie Treaty, referred to extracontinental and
Cuban subversion as background but gave as specific rezsons
for excluding Castro's Government the facts that (a) Marxism/
Leninism is incompatible with the inter-American system and
(b) alignmenc with, and especially military assistance from,
the Communist powers breaks the solidarity and collective
security of the inter-American system under the 0AS Charter and
Rio Treaty. (On December 2, 13€1 Castro had declared the
Cuban Covernment to be Communist.) There was a separate Eighth
MFM resolution excluding the Castro Government from the Inter-
American Defense Roard, which had, in fact, alreadv (April
1961) denied the Cubans access to classified material and
sesslons on security grounds,

3. Allende has not explicitly identified his Governmant
as Marxist/Leninist, describing it rather as a laftist/socialist
coalition.

f. Allende iz intent on clogser relationms, including
economic, with the "socialist'" countries, but has not spoken
of military alignwent. (He has already resumed full relacions
with Cuba and established commercial relations with North Horea.)
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5. Thus, Allende has so far svoided identifying his polic-
iczl system &nd establishing military alignments in & way that
could make the Eighth MFM grounds for exclusion fit Chilean
case.

6., Moreover, Allende, unliks Castro, is the product of
constitutional election and at present is governing within the
framework of comstitutional institutions.

7. 1t is likely that the Chileans will be more sophis-
ticated than the Cubans and that thevy will endeavor, for & time
at least, to avoid giving clear occasion for requiring 0DAS
decisions, i.e. a basis for the applicatiorn of the EZighth MFM
criteria for exclusion.

8. 1t is entirely possible that &t some point down the
track Allende, in erder to weaken the QAS and embarrass the U.3.,
may explicitly challenge the 045 on the exclusion issue., This
could oeccur particularly in connection with the prowing ferment
in the 0AS on the Cuban issue, (See also Section ILIL).

9. A majority of 0AS members asre likely to prefer living
uncomfortably with Chilean participaticn unless and until
Allende rriggers grounds for exclusion. Even then, most
members are likely to give less weight to the espcusal of
Communism internally and/er zlignment with the Communist
powers than they would to the Cactor of interventiomism (z2l-
though the latter was, strictly spesking, the ground for the
imposition of sanctions against Cuba rather than for exclusicn).
Thus, despite the different criteria for exelusion and sanctions
applied by the Eighth and Ninth MFMs, there is a tendency among
the Latin Americans to look upon interventiomism as the crux
of the entire Cubz isolatien policy and to think of internal
Communism as & countrv's own affair and on military ties to the
Soviert Union 25 a matter of concern largely to the U.5.

10. An increasing trend toward advocacy of "universality”
in the U,N,, shared by many Latin American countries, would
militate against an additional exclusion from the 0AS. U.S.
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acceptance of this principle in the U.N, would, of course,

greatly complicate a U.5. peosition favering the exclusion of
Chile frem the OAS (as it would the continuing exclusion of
Cuba).

11. An actempt to exclude Chile from the 0AS under
present circumstances i.e., in the absence of elear grounds
and gross provocation by Chile, would be mest unlikely to win
sufficient support. Such zn effort would, in additicn, be
highly divisive; would, if speonsored by the U.5., be a2 decisive
and dramatic act of open hostility toward Chile; would alienate
many of cur Latin American supporters; and would project an
unfaverabkle public image,

12, In zll our recent conversations with Latin American
governments and their 0AS representativas, none hzs sugpested
excluding Chile under present circumstances. If we were to
attempt to galvanize support for such action under present
circumstances, we might bring into line a small handful who
more or less automatically follow the U.S. lead, such as
NMicaraguz, but we.could expect strong opposition from such
countries as Colombia, Venezuela, Ecuador, Peru, Bolivia,
Mexico and the three Commonwealth Caribbezn members. Argentina
would be unlikely to support us because of its desire te avoid
problems with its meighbor, and we cculd not be certzin of
support from Brazil, Uruguay, or most of the rast,

13, This current negative prospect would be altered in
direet proportion to the elarity, extent and blatancy of
Chilean actions inimical te the interests of O0AS members other
than the U.5., particularly acts of intervention. Ewven under
materially altered circumstances, however, the changes in the
Latin Awerican political and social environment since the early
sixties would make the task of cobtaining the necessary two-
thirds majority for excluding Chile considersbly more difficult
and more divisive than it was with respect to Cuba in 1962
{when a minimum two-thirds was barely achieved).

‘P1*5EBRETTHODIS
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OFTIONS

Option 1:

Seize early copportunities Lo convice othetr wembers that
Chilean participation in the O0AS is unacceptable and chat, as
soon as feasible, the Eighth MFM criteria [or exclusion should
be interpreted to apply to the Chilean case.

5dvantagaﬁ:

@, This course would, if successful, remcve a
potentially disruptive element from Lhe DAS
and from other orpans of the inter-American
system {including the IDE).

E. Whether successful or noc, it would make
absolutely clear our hoscility to Chile and
to potential like-minded governments in the
Kemisphere,

¢. It would be a warning to the Soviets that we
were determined co limit their scope of
activicy Lo the Hemisphere,

d. 1t would oblige the DAS members to stand up
and be counted.

Disadvantages:

a, This effort would be most unlikely to succeed
for the lack of support from member countries,

b. It would be widely and publicly interpreted
as a4 premature over-reaction.

c. It would be used by Allende to help con-
golidate his government's position in Chile.
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Option 2:
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It wight provoke Lurther radicalization of
the Chilean Government and even closer align-
ment with the Communist powers.

It would provoke retaliatory action agzinst
U.5. interests in Chile and internaticnally,
inzluding retaliacion in the 0QAS.

1t would be highly divisive in the 0AS (with
the preponderance against us) and would
alienate many of cur Latin American supporters.

Sectors: of the oppositicon to the Allende
Government would be disillusioned by a
failure of the move after having been
encouraged by its initiation.

Bagin now to manevuver the Chilean Covernment inte with-
drawing from the 0AS and other organs of the inter-American
syvstem (including the IDB), through such tactics as blanket
and concerted opposition to Chilean pesitions and proposzals,

harassment,

and a slow-down or suspension of IDE loans and

OAS techniczl assistance.

Advantages:
a. This would, if successful, remove a potentially
disruptive element from the QAS, IDB, etc.
b, It would be less vulnerable to criticism
than the froncal appreach of Opticn L.
Disadvantagas:
a. Such tactics are likely te boomerang for lack

af supporc or sympathy from other OAS members
who wish o avoid driving Chile into adversary
and extremc positions.
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DisadvanCages:

a.

Exelusion mipght provoeke even further
radicalizaticn of the Chilean Govern-
ment {alchough the premise is that
the latter would already have heen
idencified as Marxist-Leninist).

[t might drive Chile toward an even
closer alignment with the Communist
powers (althcough the premise again
Is that such slignment would already
have been established).

It might provoke Chile into the
further step {if not already taken)
of Cuban-style support for subversive
movements in certain Latin American
countries, thus raising the issue

of sanctioms (see Section II).




Problem: Possible 0AS sanctions zgainst Chile (in addition to
exclusicn or without it),

Conziderations :

1. Previous cases of the application of QAS sanctions, tzken
under the Rio Treaty, have been tied directly te interventionism:
{a) the application of diplomatic and partial economic sanctions
against the Trujillo regime in 19560 by the Sixth MFM, which con-
demned that regime's acts of aggression and intervention against
Venezuela; (b) the applicacion of arms sanctions apgainst Cuba in
1562 by the Eighth MFM, which cited Communist block and Cuban sub-
versive activities in the Hemisphere; (¢} tke application of full
economic and diplomatic sanctiens against Cuba in 1564 by the
Rinth MFM, which condemned the Castro regime for acts of aggression
and intervention sgainst Venezuela and authorized the 0AS Council
to discontinue these sanctions by two=-thirds vote when Cuba cezses
to be a threat to peace and security of the Hemisphere. The Twelith
MFM in 1967 condemned Cuba cof Further acts of aggression and inter-
vention against Venezuela, Bolivia and others, urged striet
application of existing sanctions and recommended efforts to
discourage non-member trades, as well as cooperative security
messures. :

2, Several Latin American Governments seem te be moving toward
the conclusion that Cuban interventionism is no longer a real threat
and that sanctions, in anvy event, have not been effective.

3. While Allende and other members of his government have in
past years given moral suppeort to "National Liberation Movements'
(e.g. Allende's participation in the Tri-continental Conference;
Socialist Party support for LASO; Allende's welecome of escaped
guerrillas from Bolivia), Allende as President is currently main-
taining that he will respect the principle of nonintervention and
as yet there are no clear signs that his government is engaged
in subversive activities in other countries,

UAGHASSHEL



4. Allende will probsbly attempt to avoid the inter-
ventionist labal so as to mininize Lhe chances of caonfront-
ations with neighboring countries and the applicsticn of (4%
genctions, It is possible, however, that in time he will
choose, or be forced by his aggressive associales, to engage
in identifiable interventionist activities,

5. Given the somevwhat scfter view cof Cuban inter-
ventionism that is prowing in certain Latin American countries,
some of them important, it is almost certain that the necessary
mzjority of Latin American govermmenis would net support
. sanctions against Chile unless there were concerete evidence
cf substantial support of subversive and revolutionary
activities.

QPTTONS

Option 1

. Attempt to organize support for sanctioms sgainst Chile
as gsoon as there is reiteration by Allende of his. advocacy
of revolution in the Hemisphere.

Advantapes:

a. This would, if achieved, put the Allende govern-
* ment on plain notiee that interventicn will not
be tolerated by 0AS countries.

b. It might then induce him to desist from further
moves in this direction.

¢, Whether successful or not, it would make absolutely
clear our hostility to Chile and co potential like-
_minded govertments in the Hemisphere.




It would be a warning to the Soviets rthat we are
determined ra limic the scope of their activitiaes
in the Hemisphere.

It would oblige the OAS members to stand up and
he counted.

Disadvantages:

<,

e,

Advocacy of revolution, wichourt concrete evidence
of actual interventionist activitizs, would be
most unlikely to engendar sufficient support
(two-thirds of Rio Treaty signatories) for sanctions,

Such & move by the U.§. would be widely and publicly
interpreted as a premature overrcaction.

It would be used by Allende to help consolidate
his govermment's pasition in Chile.

It might provoke further radicalization of Che
Chilean Government and even closer alignment with
the Conmmunist powers.

It would provoke retaliatory action against 1.8,
interests in Chile and internationally, including
retaliation in the QAS.

It would be highly divizive in the QAS (with the
preponderance against us)] and would alienate
many of our Latin American supporters,

Seectors of the copposition to the Allende govern-

- ment would be disillusicned by a failure of the

move after having been encouraged by its indti-
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Opticn 2

Phase 1. Make no move in the QAS now but {a) centinue
to decument further developments in Allende's attirude
toward "armed strupgle" in other countries, especially any
clear evidence ofF actuzl interventicnist activities, bevond
propaganda, that would justify the imposition of sanctions;
(b) make clear to other selected 0AS members that we are
watching the situation carefully &nd suggest similar attention
by them, with provision for exchanges of hard infermation;
and {¢) continue to combat the relaxing attitude toward the
asscciated question of Cuban activities,

Advantages.

a. We would be in harmcny with the actitudes of
" most cther member states, thus maintaining
cohesion in the 0OAS.

b. We would avoid the disadvantages of QOption 1,

¢. We would project a favorable Iimage of restraint,

d. We would retain the ability to move to concrete
measures if znd when called for (i.e. sanctions -
to restrain actual interventionist acts), having
meanwhile accumulated the necessary evidence.

2. An alert stance on the part of the U.5. and
others could serve as a restraint on Allende's

moving toward =sctual interventionist acts.

Disadvantage:

a, Our position might be interpreted as showing
weakness or undue tolevance for reveluticnary
propaganda.




Phase 2 If & persuasive body cof evidence
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of actual interventionist accivities beyond propaganda shounld
develop in the [uture and Lf as & result there is a reasonable
prospect of two-thirds support, move in concert with other

Ric Trealty signabories to apply sanctions, preferably aon a
graduated basis in accordance with the seriousness of the
interventionist activities.

Advantages:

.

The measures called for would be clearly
wvarranted by the interventicnist activities

they are designed to restrain and they would

oe gradusted to fit the lewvel of such actiwvities,

They would thus have & reascnably good chance of
winning the necessary two-thirds majority eof Rio
Treaby signatories.

The graduated application of sanctions could
seTva as a strong deterrent to an increasing
level of intervencionism,

Such szanctions might induce Allende to abandon
interventionist activities,

The factor af joint initiative would reduce
somewhat the aspect of a U, 5, -Chile confroncation.

- Such aetion would minimize the split in the CAS

and the alienation of support for the U.5. that
would result from premature action,

It would place the burden of conirontation on
eperessive Chile and not on the forbesaring U.5.

Concerted action by 0AS member countries might
encourage demestic oppesition to Allende's
regime.
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Digadvantages:

a, Despite the justification, there might still
be considerable resistance among member
countries ta sanctions, given the present
skepticism of some over the continuation of
sanctions against Cuba.

b. Sanctions might provoke even further radical-
ization of the Chilean Government {(although
by that time it may already have been thoroughly
radicalizead),

¢, They might drive Chile toward an even closer
alignment with the Communist powers {slthough
again such 2n alignmant may by then have
already been achieved.)
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Problem: Possible Chilean initiative to end OAS
isolation of Cuba.

Considerations:

1. Allende's government acted outside the DAS frame-
work: in re-establishing diplowmatic, economic and other
bilateral relations with Cuba (thereby violating a binding
cbligation under the Rio Treaty) and, while it informally
notified member governments individually of this action,
it did not notify the OAS per se,

2. It is obvious that the Allende govartment would
like to sez the QAS terminate the 1952 exclusion of Cuba
(Eighth MFM) and the 1§64 sanctions against Cuba (Ninth MFM),
but Chile's QAS Representative has told us the Allende
government does not intend to raise the matter of relaxing
ganctions against Cuba in the QAS and the Allende govermment
has not taken any initiative with respect to ending the
exclusicen of Castro's govermment from the 0AS,

3. On balance, it seems unlikely that the Allende
government will itself raise these issues in the 0AS for
the time being at least, because it would presurably wish
to avoid a confrontation with other members over such an
initiative in the interests of establishing its credentials
a8 an acceptable mewber of the inter-American community and
because there are other "respectable" members who mav be
ready to do the job.

. Therefere, 1f these matters are raised in the OAS,
it 15 more likely that the initiative will come from scme
other country or countries as a result of the scumings
now taking place with respect to possible 0AS consideration
of the Cuba guestion, and that Chile would simply take sides
with those advocating change.

= = 5.7 1f; however, Thile finds itself in an open
adversary relationship with the U.£ and certain other
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members in the QA5 or if other potential initiators of =
move on Cuba back sway, the Allende govermnment might find
it useful to place this divisive issue before members,
thus embarrassing the U.S. efforts Lo hold the line on
Cuba,

QOFTI0ONS

(NOTE: These options are advanced in the framework
of existing policy that calls Ifor preventing any
change in the OAS policy toward Cuba and forestslling,
Lf possible, formal discussion of the Cuban case

in the 0AS. Therefore, in the context of this paper,
there is no address to the conceivable optian of
maneuvering Chile inte taking an iniciative on Cuba
in tha QAS in the hope that its sponsorship would
reduce support for the move,)

GEtion 1:

Prepare the groundwark now, in consultatien with other
OAS members, for eccncerted action to block any possible move
by Chile in the QAS to terminate JAS sanctions against
and exclusicn of Cuba.

Advantages:

a. We would be prepared for this contingency,

b, This would be consistent with our general
policy of preventing OAS reconsideration of
the Cuba question and would reinforce ocur
efforts te dissuade others from introducing
the issue.

Dicadvantage:

a. The Chileans would probably get wind of .
our efforts and might thus be led teo take the
_wvery_action we are trying to prevent.
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Option 2:
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Tzke advantage of the Allende povernment's apparent
present intention not to raise che Cuba question in the
0AS &nd avoild adversary attitudes that might pive it
zn incentive to introduce this difficult question.

Advantage:
a, We would probably achieve our objective

of keeping Chile from raising the Cuba
guestion in the 0AS, at least in the short
rur.

Disadvantages:

&,

QEticm 3:

- e

We would probably not deter Chile from
Introducing the Cuban issue cver Ctime.

In our effort to avoid provoking Chile into
introducing the Cuba guestion, we would be
placing some degree of constraint on our
ability to oppose other Chilean actions in
the OAS or elsewhere.

Such a passive attitude might be interpreted
a9 weakness ar lack aof concermn.

Deal with the problem of possible CAS consideracion
or reassessment of Che Cuba question on its own merits and
divoree it insofar as possible from the Chilean prcblem,
whether or not it 1s Chile that attempts to introduce the

mabtter,

Advantages:

Z.

We would thus recognize the fact that, although
it is Chile's resumptior’ of relations with Cuba
that has provoked the present flurry of re-
assessment and consulcations, the preblem is
now one of across-the-board attitudes toward
OAS Cuba policy.

| SEAGSIE
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Qther memaer countries would recognize that
we were dealing with the Cuba problem on ics
merits, without having our attitudes toward a
possible reconsideration of 0AS Cuba policy
colored by our antipathy toward Chile.

We would thus be in a somewhat better position
to pursue pur policy of discouraging other
members from suggesting that the 0AS reopen
the Cubz question,

We would he free of constraints on our ability
to oppose other Chilean actions in cle QAS or
clsevhere,

Disadvantages:

a,

It may seem somewhat artificial tc separate
these two guestions.

We might lose the chance of capitalizing on
suspicion of Chile's motives to provide an

extra ingredient of support for our general
policy on Cuba.



P |
- 21

I8,

-

Problem: Chilean generzl tactics in che OAS.
Considerations:

1. As stated in Section I, Allende has anncunced his
intention of keeping Chile in che 0AS.

2. In the Cuban case, Castro's Government batween its
accession in January 1959 and its exclusion from the 0AS in
January 1962 participated in the CAS in an increasingly dis-
ruptive manner, using it &5 a propaganda Iorum te advocate
Castro's system and te atrtack the U.2, z2nd certaia other
member countries, and introducing divizive issues when
opportunities arose. Until Castro's rapresentatives were
virtually excluded from the IADS in April 1961, they had
followed obstructionist tactics with raspect to hamispheric
defense apainst Communism and had engaged in polemics against
allegations of Cuban support of guerrillas in certain countries.

3. Many Latin American governments and their 0AS repre-
gsentatives, while privately expressing their own concern,
have urged us to be as forbesring as possible with respect
to Chile's participation in the incer-American system, and to
"avoid adversary relaticnships chat wmight drive Chile even
further along the road to alignment with the USSR and Cuba.

4. It iz likely that Allende's government, at least at
the outset, will be more subtle in its tzctics than Cuba was
and will attempt to aveid the Ilmage of the saboteur of the
0AS, bearing in mind Chile's need for friends among the same
Latin American member countries and for allies in lzarin
American moverents such as CECIA.

5. Eence the Allende povernment is more likely to pursue
lines that will try te stay short of a disruptive confronta-
ticn but will be 2n intensification and amplification of pre-
Allende Chilean policy, such as:




{a) The strengthening of purely Latin American
orpanizations (e.g. CECLA) to.the detriment of the QAS,

{b) Efforts &t weakening the political attributes
of the DAS, e.g. by strictly limiting the powers of the
Permanent Council, opposing a strong Secretary General
and a centralized Secretariat, eliminating the Special
Consultztive Cormittee on Security, diluting 0AS action
apainst terrorism and kidnapping, ete.

{c) Advocacy of permanent observers from &1l
countries including "socialist" countries and the
employment of "socizlist” country technicians in OAS
assistance programs.

(d) Advozscy of UN primacy in peacckeeping.

6. While Chile will probably try to avoid a confrontation
in advecating che foregoing positions, 1t is likely to have
even less suppoert for them from other members than it has had
heretofore because of greater suspicion of Allende's motives.

7. 1f sophisticated tacties do not prosper and cease
to serve Chile's interesst, or if Allende's government finds
itself in an adversary position in the 0AS and elsewhere in
the hemisphere, it might chen resort to more aggressive and
disruptive tactics in the Cuban style.

g, If the U.S5. shculd move toward taking overt measures
against Chile in the economic and financial fields, such
agegressive Chilean tactics 2re likely to be intensified and
Chile as a consequence, weuld probably counteract by accusa-
tions of economic aggression, citing Article 19 of the OAS
Charter.

OPTIONS

Option 1

Convince other member govermments now that Chile's actionms
in the 0AS will serve to weaken and disrupt the Organization

URELASORED
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and persuade them of the need for zarly concerted action o
rendes Chile's participation ineffectual,

Advantazes:

=
L

b,

This weuld draw clear and early lines on
issues and might uvndercut Chile's efforts
from the outseL,

This would demenstrate U.5. concern over the
existence of another Marxist stzte in the
hemisphere and over its actions in the 0AS,

-
tages:

Disadvan

Option 2

Phase 1.

a,

b.

C.

d.

e.

Other members would be reluctant te draw such
clear battle lines against Chile, espeecislly

at this early stage, with the resulC that we

might find ourselves more alone than Chile,

We would project an image of overreaction,
We would pive the impression of taking positions
to frustrate Chilean initiatives rather than

addressing the merits of each issue.

Other members wouvld see little reaseon for not
approaching issues on their individual merits.

Scch an early conlrontation with Chile in the
0A% would lead it Lo more aggressive and dis-

" ruptive tactics,

If Allende's government initislly pursues a

relatively restrained peolicy of building on and amplifying
existing Chilean policy in th2 O0AS, counter such moves on a
case-by-case basis, on the merits of each, aveiding attitudes
of automatic opposition but at the same time alerctidg - -
other members to wajor shifts in Chilean policy and

REEASSIREL



tactiecs so as to be able to move, in concert with other
membars to thwart Ckilean actions,

Advantapes:

g, Qur attitudes and tactics would be in harmeoy
with most other oembers.

b, We would be more likely to receive support
when needed,

€. We would deprive Chile of the opportunity to
nake emotional appeals against frontal U, 3.
eppesition,

[«

We would hopefully avaid confrentations that
would lead Chile to wore ageressive and dis-
Tuptive tactics.

e. We would be credited by fellow members, and
publicly, for acting with poise and restraint,

.Disadvantages:
a. 0Our position might be interpreted as a sign of
undue tolerance, weaknesSs O UNCONCET OVEr
the preszrnce of a Marxist government in the DAS,

b. Chile might thus be in & more favorzble posi-
tion Eo influence ofher members. .

Phase 2. If Chile should turn to more disruptive and
agpressive tactics, ccncert with other members to render
Chilean participation ineffectual,

Advantzges:

a, Our reaction would ke commensurate with the
problem te be confronted,

b. We would, under the circumstances, have wide
support from other members.

RELASSIREL
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Chile would be effectively isolated in the
D45 and might then withéraw from it.

Disadvantaces:

A s

Chile's isolaticn and withdrawal might proveke
further radicalization of the Chilean Covern-
ment and even closer alipgament wich che
Communist powers [(althoupgh such radicalization

end alignment may already have cccurred by that
time).



Problem: Possible Soviet military facilities in Chile

Cornsideration:

1f Soviet military facilities affecting hemispheric
security were to be established in Chile, the 0AS, while
not the focal poinc of our actions, would nevertheless play
an important role.

In the above eventuality, we judge Soviet and Chilean
actions would be wviewed wich such sericusness in the
hemisphere as to assure in all probzbilicy a two-thirds
majority for the adoption of appropriate measures cormensu-
mte with the threat.

Just as in the 1962 Cuban missile crisis, in which
United States action received unanimous support of the
DAS member states, the 0AS Council, under authority of the
Rio Treaty, could provide useful legal justificarion and
political support for our actions.
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Legal Implications of Ckile:n Trade with
Cemmunist Countries

I. Pertinent Apreements and lLegislation

A, 0AS Decision of 1964

The Ninth 048 Meeting of Foreign Ministers {1964),
acting as Organ of Consultation under the Inter-American
Treaty of Reciprocal Assistance, acapted certain mLaHu*PE
against Cuda including the suspension of -

diplomatic and consular ralations;

"trade, whether direct or indivect, with Cuba,
except in foodstuflfs, medicines and medical equip-
ment that may be sent to Cuba for humanitarian
raasons:" and

“all sea transportation between their countries

and Cub., except [or such transportation as may

be necessary for reasens of a humanitarian nature, "™

These measures are binding under the Rio Fact, but
there are no specific procedures or sanctions for their
enforcenent. Mexico has not accepted these measures and
-dees mmt comply with them.

B. U.S. Legislation

United States legislation provides certain sanctions
against third-country trade with Cuba and Nortu Vietnam,

1. Under Section L03(d}(3) of the Agrieultural
Trade Development and Assistance Act of 1954
(ATDA) , Chile would become ineligible for
further PL 430 commodity sales in the event
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it should resume trade with Cuba by making govern-
ment sales to that country. The President may,
however, authorize PL 480 sales in the natiomal
interest if the sales to Cuba are limited to
medical supplies or non-strategic agricultural
materials or food comodities,

1f Chile should mzke goveroment sales to North
Vietnam, or if it should permit ships or aircraft
of Chilean registry to transport equipment,

. materials or commodities to or from Cubz or

North Vietnam, Chile would be precludad from
receiving any new loans or other assistance zs well
as further PL 480 sales. (Sections 620(2)(3) and
(n), FAA Section L03{d)(3), ATDA.) The President
may autherize &ssistance under the FAA, houevex,
{f he determines that such au*horlzatlnn is
important to the security of the United States.

(Section 614, FAL,)

Although there is no provision of the Foreign
Assistance Act applicable to Chilean Government-
gsales to Cuba, the 1970 Foreign Assistanca and
Related Appropriations Act would prohibit
furnishing assistance te Chile in the event of
GOC sales to Cuba or to North Vietnam of "Battle
Act'" items or other materlials of primary strategic
significance, including petroleum products.
{Sections 107{a) and Ll&--these provisions
probabl: will not be carried over in the new
appropriations legislation.,) The President may
waive this limitation if he deems assistance to
be important to the security of the United States.
(Section 6L&, FAA.)

The only pertinent statutory provision that would
preclude the disbursement of funds obligated under

AID loans is Sention 103(b) of the Mutual Defense
- K
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Assistance Contrel Act {Ratrcle Act). This
secCion reguires the termination of assistance to
any nation which knowingly permits the shipment
of arms and other designated strategic materials
to communist areas that threaten U.S5. security.
Again, the President may authorize aid under the
FAA if he deems such authorization important to
the security of the V.5, (Section 6l4, FAA,)

The Battle Act provisicns relating to sirstegic
materials, and similar provisions of the Export-
Import Bank Act prohibiting the extension of
credits to any nation that furnishes by direct
povernmental action goods, supplies, military
assistance or adviscrs te a nmation engaged in
armed econflict with the V.S, (Section 3), are the
aole statutory sanctions applicable to Chilean

rade with communist countries other than Cuba
and North Vietnam,

In the event Chile shoul.d provide items of
economic sssistance to the present government of
Cuba, further assistance under the FAA would be
prohibited unless the President finds that such
aid is in the national interest. (Section 620(a)
(1), FAA.)

Further assistance under the FAA or any other aet
is prohibited to any country which furnishes
equipment, materials or commwodities to North

Vietnam sa long ‘as thar regime supporcs hostilities

in South Vietnam., (Section 620(n} FAA,) Tha
Fresident may waive this restriction if he
determines that the assistance is important to
the security of the U.85. (Section 614, TAA.)




Apart frem Battle Act provisions concerning stratesgic
materials, there are no statutory sanctions aspainst privace
trade between Chile and any communist country, There are no
.5, statutory sanctions epplicable to purchases by Chile
from any communist country.

1I. Implications and Options

The primary--and probably early--implication cf a
resumpticon of Chilean trade with Cuba, North Xorea or other
witnunist countries would be public and Congressional pressure
upctt the Administration to explsin its intentions concerning
the pertinent legislstive sanctions, While we would not
expect cthe public to know much about the precise legislation
in guestion, we could anticipate sharp queries, even from the
uninformed, along the lines of "what is the U.S5. going to do
about this trade" or "why do we give aid to a Marxist country
which helps our enemies," cr, conversely, "are we going to
overreact in the face of a relatively unimportant threat tao
our interests?" :

The nature and strength cof such pressures would, of
course, be conditioned by the nature of the trade, 1f the
trade consisted of foodstuffs or medical supplies to Cuba,
for example, the reaction would probably be less significant
than if the trade consisted of strategic materisls to Horth
Vietnam or Nerth Korea.

The immediate operational decision with which the
Administration would be faced would be whether--and in which
instances--to apply the waiver of the sanction. '"Importance
to the 1.5, national security” is cthe criterion on which
such a waiver would have to be based. Any judgments on che
applicability of this criterion would necessarily represent
an amalgam of factors, including such considerations as the
reaction of Chile and other Latin American countriez if the
sanction were to be applied and the reaction cof other nations
outside the Hemisphere.

{
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The gross options available to the Administration relating
directly to the cited sanctions are simple, i.e., te apply the
sanction in each pertinent case or waive it. In asddressing
this question, w2 would have to determine the relacionship of
our action to two fundamental objectives of U, 3, policy toward
Chile, i.2., (1) strengthening the positien of snti-communist
forces within Chile, and (2) persuading or preventing the
Allende government from effectively disyupting U.5. relaticrs
with cther countries of the Hemisphere and the inter-American

system Itself,

A pertinent element in the consideratien of the funda-
mental decision is the fact that the sanctions in question
arec relatively mild., They invelve declaring Chile insligible
for new PL 480 sales and precluding Chile from further economic
assistance. The disbursement of presant leans would not be
affected except in the unlikely event that Chile should provide
Battle Act ditems to eommunist countries (copper is not such
an item), : ' -

These sanctions are not as severe or as broad as those
provided under U.S5. legislaticn not directly related to the
question of Chilean trade with communist countries, For
example, the Export Contrcl Act of 194% and the Trading wich
the Enemy Act (1917} provide far greater coercive capability,
These and other sanctions that might become available to the
Administration are discussed in Section TII of this paper.

Application of the sanctions deseribed in paragraph I.E.
would nonetheless have possible effects of foreign policy,
significance for the Administration. These effects might
be as follows: .

On the one hand -

Terminating assistance {or PL 480) to Chile might pro-
vide Allende a plausible basis for posing as a victim
of the u.s., thus rallying che Chilean public to his
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support and gaining him sympathy in other sectors of
Latin American opinionm,

Such acticn might be viewed by other Latin American
governments &nd Hemisphere public opinion as unreasonably
coercive relative to the provocetion. Governments out-
side the Hemigphere might reaclt similarcly, particularly
those which chemselves cenduct trade with Cuba or cther
communist countries.

Such action by the U.S, might be viewed 25 incansistent
with our attitude toward Mexico, which carries on some
trade with Cuba, which did not accest the 1964 QAS
decisicon, and which enjoys unusvally cordial relations
with us.

Uruguay, Trinidad and- Tobsgo, and other Latin American
countries reporcedly coensidering resumption of trade
with Cuba might resent U.S. retaliation against Chilean
trade with Cuba and might well wonder what our reaction
would be should they follow a similar cours=s.

Our action might precipitate retaliation by the Allende
regime against V.S, investors or other U.S5, interests
in Chile. |

On the other hand -

Application of sanctians would demonstrate the serious
concern with which we view economic and commercial
linkages between a Hemispheric nation and communist
countries., [t would indicate to our friends and allies,
particularly those in Latin America, that they can count
on us to be both consistent and determined (saving the
Mexiecan case) in cur continuing cpposition to rapproche-
ments by Chile or other Hemispherie govermments with
countries avowedly unfriendly to the U.S.

n
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I the event of Chilean trade wich Cuba, application of
sanctions would underline our continued support for the
1964 OAS decision, a decision what we believe continues to
comaand wajority Latin American adhecence.

It would be a clear signal to Allende that we mean what

we say, thact our concern is serious mot trivial, He may
thus ask himself whether greater provacation will be met
by heavier retaliation.

It would demenstrate a willingness to abide by the intent

of legislative prescription,

III. Other Sanctioms

Ia addition to the legislative sanctions that might be
directly triggered by Chilean trade with communist countries,
the following additional sanctions are available in certain
circumstances or under specified conditicns:

Under existing agreements with chile the 10,8, Covernment

retains in large measure the right unilaterally to con- .

trol the pipeline of military assistance and military

sales, and the disposition of U.S5. naval vessels on
statutory lean or lease. Balances of AID loans not
committed through irrevocable Letters of Credit or
other payment arrangements may be suspended I{f further ‘
disbursements would violate the legislation governing AILD,
or if AID determines that an "extracrdinary situation"

has occurred whizh Ymakes it improbakle either that the

purpose of the loan will be attained or that the Borrower

will be able to perform its obligaticns." FProject agree-
ments for grant technical assistance normally provide

for terminaticn upon thirty days writren natice by

either party, and the implementing contracts normally

provide For termination in the best interest of the

Government with fair reimbursement to the contractor

for ecosts resulting from such termination,

e CAASTERD
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Similarly, tha standard form for military sfales sagres-
ments, DDF 1513, provides that the USG "under unusual
and compelling circumstances when the best interest of
the U.5, requires it, reserves the right to cancel all
or part of this offer at any time prior tc the delivery
of defense articles cr performance of services. It shall
be responsible for all costs resulting from cancellations
uncder this pzaragraph." This right of cancellation
applies o all FMS pipeline items up to the point of
delivery, nommally at the initial point of shipment,
whether paid fer with cash in advance or on credit, -

The USG can also control the delivery of any commercially
supplied military items by withholding che necessary ex-
port licenses, In the event of a TM3 credil arrangement
with & commercisl supplier, however, USG 1iability may
result, —_—

The loan asgreements and leases under which U.S. naval
vessels are being utilized by the GOC provide for the
return of such vessels to the U.5. control upon request.

The President could determine that Chile is 3 "communist
country' under Section 62C(f) of the FAA and a country
"dominated by a communist government' under Section 103(d)
af the ATDA, thus precluding sssistance and sales of
ggricultural commodities for foreign currencies under
these statutes, The President could waive the re-
striction on assistance if he deemed that such assistance
were vital to the security of the U.S. and would promote
the independence of Chile from international communism,
but he would be required to determine that Chile is nat
controlled by the international comounist conspiracy.

The President could exercise the authority provided by
the Export Control Act of 1949 to prevent the export
from the U.S. of commodities the shipment of which
gither would he inconsistent with the foreign policy




of the V.38, or weuld impa2ir the national security, This
authority has been used to prohibit all exports to Cuba,
Hoeth Vietnam, Communist China, Horth Horea, and Southern
Rhodesia, Licenses alseo are denied for any export which
is determined ro be a significant contribution to the
military or scoancmic potential of th: communist countries.

The President could exercise the avthority provided under
the Trading wich the Enemy Act of 1917 during & time of
war .or period of national emergency daclared by the
President to proiiibit financial transactions with a
Foreign country and tracsactions invelving any property
subject ta U.8, jucisdiction in which a foreign country
or national hss an interest, (The Declaration of Emergency
issued by President Truman in 1950 as a result of the
Korean conflict is still in force, and the Trading with
the Enemy Act has been used as anthority for the Cuban
Assets Contrel Regulations and regulations relzating to
limitation of direct U.S. investment overseas. The 1950
Declaration of Emerpgency made reference ‘o the dangers

of "communist imperialism' and the “increasing meanace

of the forces of communist 2ggression, ')

The array of favorable and unfavorable effects of applying
any or several of thsse additional sanctions is different
only in degree from the effects already listed for the
"grandard" sanctions. The unfavorable reaction could be
oxpected to be strongest were sanctions to take on the color
of "ecenomic warfare" as might be implied from a severe
application of the Export Contrcl Act or the Trading with
the Enemy Act. In that ewvent, Chile might well attack the
U.5. in the 0AS and perhaps in other forums for "economic
ageression" or "unlawful intervention,' Chile might call
attention to Articls 19 of the 0AS Charter which provides that
g state may use or encourage the uvse of coercive maasures
of &n economic or political character in order to force the
sovereign will of another state and obtain from It advantages
of any kind.," . Similar provisions have been adepted i the UH
Peclaration on Prineciplas o tional Law Concerning
Friendly Relations anixﬁ ong States, and UHGA




Resolution 2131 on nonintervention, If strong sanctions were
applied in the absence of demonstrable Chilean interventicnism

or threatening military ties with the USSR, Chile would Find

some public and more private sympathy from Latin American
governments for the "ecoromic aggression™ charge. An at

least equally sympathetic response could be ancicipated from some
same sectors of public opinion inm Latin America.
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Plans for Congressiconal Consultations
on U.5. Pvllcy Toward Chile - January 1971

Scon after the 92nd Congress convenes in January 1471,
the Department of State, supported by other interested
agencies, including USTA, AID, DOD and CIA, will make a
concentrated effort to hold confidential discussions con-
cerning U.5. policy toward Chile ineluding recent develop-
_ments, future pessibilities and some of the problems we shall
be facing. Targsts for these discussions thould be Congres-
sional leaders, Chairmen &nd ranking oppesition Members of
relevant Committees, and selected Committee Sctaff Members.
Methods to be emploved will range widely fzom general dis-
cussions in which Chile iz included with other items,
through one-to-one briefings and discussions, to group
briefings in tke Department. A decisicon whether to faver
‘formal hearings should be delayved until afrer the informal
consultations. Ganeral responsibility for directing censulta-
tions will lie in the Buresu cf Congres:ional Relations. Soon
after determining the date to begin consultations, assipnments
of officer responsibilities will be made in coordination with
other Departments and agencies concerned, to insure qualified
back-up on the various aspects of interest.

WHOM TC CONSULT

{some leadership changes should be expected)
SENATE

Leaders
Mike Mansfield
Idward Kennedy
Hugh Scotc
Fobert Griffin
Richard Russel

Party Folicy Committzes

i
111
\J ‘-1"’

Gordon Allott



Discussions with the sbove should be peneral rather than
specific, with Chile being only ¢ne of several items dis-
cussed, and should be conducted by David Abshire. Leaders
should be told that others will be briefed in more detail,
but, if they desire, they will be so briefed too. If they
choose te be briefed, Charles Mever will brief them.

Substantive Leaders

Foreign Relations Commitree

J. W. Fulbright
Ceorge Aiken
Frank Church

Armed Services Commitree

John Stennis
Margaret Chase Smith

Foreign Cperztions Subcommittee

Gale McGee

Senate Staff

Carl March Horville Jones
Pat Holt Maurice Pujcl
BOUSE
Leaders

Carl Albert
Gerald Ford
(Majority Leader)

Discussions with the above should be general rather than
specific, with Chile being only one of several items dis-
cuesged, and should be conducted by David Abshire. Leaders
should be teld that others will be briefed in more detail,
but, if they desire, they will be so briefed too. Tf£ they
choose to be briefed, Charles Meyer will brief them.
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§uh£tant}ue Leaders
Foreign Affalrs Commiltee Arned Services Commiitee
Thomas Morgan L. Mendel Riwvers
William Mailliard William Bates

Dante Fascell

Foreign Operations Subcommittee (Apprepriations)

Octe Passman ,
Garner Shriver

Subcommittee on Foreilpn Cperations snd Goveramentl
Information (Government Operations)

John Moss N
Ogden Reid ”

House Staff

Roy Bullock
Marion Czarnecki

WHI SHOULD CONSULT

Most substantive econsultztions will invelve Charles Meyer
or his deputies, assisted by representatives of other Depart-
ments and agencies as occasion requires. Senator Churcsh and
Congressman Fascell should be invited to lunch separately in
the Department. ARA an? INR/RAR will prepare a twenty minute
factual briefing which will be performed twice, on the occasicn
-of two breakfasts, to ke held in the Department and hosted by
Mr. Meyer, one for substantive Leaders of both Houses and the
other for listed Congressicnal Staff.

.

TIMING g e

Initial consultation should cover a three-day period.
Pay L - discuss with Leaders and invite Senator Church to lunch.
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Day 2 - breakfast for Substantive Leaders and lunch with
Congressman Fascell. Day 3 - brezkfast for Congressional
Staff and specizl briefings feor those who have missed
carlier epportunities. It is not necessary for the above
three "days" to run consecutively.

CONTENT AND TONE

e e e

The coatent of the discussions will be adjusted in
specificity to the member. The talking papers will be
prepared by the Ad Eoc Interapgency Working Group for sub-
missicon to the SRG for approwval.

_ Some members of Congress have recentcly expressed strongly
their anger at nct bdeing consulted as should be true when bi-
partisanship in foreign policy is desired. Furthermore, there
is a widespread feeling that consulteticns come too late,
‘invelve matters of limited fmportance, and 2re more informings
than consultations. The lack of a major publiec Congressicnzl
¢lamor over Chile=U.S. relations does not mean lack of
Congressional interest. The failure to consulb Congress
Before January and the wait to consult until after the
completion of the NSC process are matters of potential -
valnerability. HNewvertheless, cur approaches should stress
a tone of dialogue, an examination of where we stand con Chile
at the time, a search through the coming problems, and the
need for confidential dialeogue.

We should consider recommending that Comeittee Staff pre-
pare a confidential report on the proklem to their Committees.
We should offer our zssistance in preparations for such a
repork.

Thought must be given to whether the press is to be

notified of cur acticns. If not, we must stress the need
for keeping confidences in the process of Congressional

- hGedSaD
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consultations. Yet we should examina furcher if such an
expectation is wise or realistic. I1E net, & press stratepy
should be develeped concurrently with, but be complemented
somewhat behind, the Congressional strategy.
10PIC

A special problem may Zrise over possible expropriaticnas
of U.5.-owned companies holding investwment guarantees. We
should be prepared to write a specific scenario for the OPIC
probles if it becomes clear that it is indeed 2 problem, and
having in mind the pessibility of 2 future request for a’
supplemental appropriacion.




Statug Report oo U.S. Acticns o
Discourage Further Rezuvaptions of
Felzcions witir Cuba

As reported to the SRG by the Ad Hee Inter-
agency Working Croup on November 17, the Department
of State on November 13 instructed «ll1 ARA posts to
inform host governments of our November 13 public
statement deplering Chilean resumption of relations
wich Cubz, tr encourage similar unilateral state-
ments and to review with host governments the U.S5.
position in favor of meintzining sanetions on Cuba,
A summary of responses ig at Enclosure 1.

On November 17, the Department of Stzre sup-
plemented the instruction mentioned above with a
circular message to all ARA diplomatic posts
containing a detailed refutation of Allende's public
justificatien of his decision. to renew relations.

Our QAS Delegation is continuing cossultaciens
with counterparts in Washington, and during his
attendance ar thes inauguration ceremoniecs of
President Echeverria in Mexico City KNovewber ZE-
December 3, Assistant Secretary Meyer will have
extensive consultations with Latin American leaders
consonant with the peliey guidance of NSDM 93 &nd
of SRC decisions. KHe will then return in time to
make an oral rveport to the SEG.

SRG principals have spproved a draft cable
instruction (Enclosure 2) on dissemination Lo
Latin American Governments of covert information om
Chilean activities, which are adverse to the
security interest of other Ame=rican republics and
awareness of which should serve to discourage cther
countries from fcllowing Cnile in renewing relstions

with Cuba,
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Tn addition, 2 cable instryuction to ARA
rosts is being prepared and cleared with SRG
principals which describes in detail recent Cuban
efforts to sxport its revelution. This up-dacing
of information on Cuban acrivities will suppeort
our ccntention that Cuba has net zbandoned its
policies to export its revolution, provide a
renewed basis for declaring that U.5. policy of
igsolating Cuba remains unchanged, and provides the
opportunity for our Ambassaders to consule in deteil
with host povernments with a view to persuading
them to support the continued application of the
OAS resolutions affecting Cuba,




Encloesure 1

Latin Amzrican Reactions to Chilean
Renewal of Relations with Cuba

Unilat=yal public statements of adherence to
0AS decisions were made hy Brazil, Colombia,
Costa Rica, the Dominican Republic, Ecuador,
Honduras, Uruguay and Venezuels., The Foreign
Ministers of Brazil and Costa Rica pointedly re-
asserced their opposition to resumption of relatiﬁng
with Cuba or re-admission of Cuba to the QAS.
However, only the Costa Rican was openly critiesal i
of the Chilean &cCion. Several others privatel v i
axpressed adherence to QAS decisions, but se=med
reluctant to spezk publicly. President Velasco of
Ecuador elabcrated upon his Foreign Minister's
sctatement of support for the 0AS position by :
saying that Cuba should not be mzintained in .
permanent excommunication.

The Foreign Ministers of Guatemala apd
£l Salwvador se=smec receptive to miking stetements
similar to curs and in addition urged a concerted
effort to block Chilean candidates for Iater-
American and internationzl effices azs a reaction
to Chilean contravention of QAS decisions.

Disappeintingly, Argentina said publicly thac
it considexrs Chile's action of domestic Chilean
concern, although this was obviously stated with
Argentinz-Chilean relations in wmind. Panama will ; b
consult with other American governments before !
deciding on a public statement,

Cn the possibility of an 0AS meeting on the
general subject of Cuba, the Colembian Foreign
Minister announced that Colombia would supporc
convocation of an QAS meeting of Foreipn Ministers
235 so0n a& possible to reconsider the Cuba casa.

He stated that diplomatic relaticns could be resumed
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if Cuba commits itself to a policy of nen-inter-
venticn, adding that he understood thece had
been a change in Castro's 2id tec guerrillas. The
Uruguavan and Colombian Feoreign Ministers expressed
concern in private over possible further ereding of
0AS decisions and cver a resultant weakaning of
the Rio Treaty under which they were made. They
thought z meeting of the 0AS might be called to
review pesitions one way or another. The Venezuelan
and Ecuadcrean Foreign Ministries are alse weighing
the prospects of 0AS discussicn, and there are
indications that the lacter may ke moving toward
advocacy of Lifting sanctions as no longer needed
-or useful. These governments plan to censult
with others over the pessibility of an 0AS meeting.
On the other hand, the Brazilian Foreign Minister
has doubts over the cutcome of an 0AS meeting; the
Salvzdorean thioks a meeting would b= counter-
productive; and the Paraguayan, while also supporting
QAS deci:-ions, thinks litftle can be done by the DAS.

The Foreipn Minister .of Mexicc spoke ap-
provingly of Chile's action, saying that zlthough
Mexico would not raise the issue in the 0AS, it would
vote "in acecordance with its traditional priaciples"
if it is raised. The Peruvian Government stated
that it favored fresh consideration of factors
surrounding Cuba's exclusien from the inter-
American dialogue. The Paruvian Foreign Minister
had zaid earlier that the Cuba question should
be re-examined but only within the 0AS context
and the Prime Minister added that Peru would not
resume relations until Cuba ceased erxporting
revoeluticns. Our Ambassador believes that Peru
would, in fact, vote to withdraw sanctions. The
Bolivian Foreign Ministry has privately told us
Bolivia will net propose any change in 0AS policy,

e

— i =



Lol

ONFIDENTIAL .

LB

but cut Embassy warns that "[rhivd World" advocates
in the Covernment will be working for a "liberaliza-
tion" of Bolivia's positioan on Cuba.
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Eielosure 2

Draft Circular Telepram to all ARA Chiefs of Micsion

As part of USG ccnsultation with selected Latin American
governments on Chile to assure thelv underscandiang and to
promote their sharing of our concern over Chile, we wish you
to brief your diplomatic contacts on covert and overt infor-
mation which supports this objective. We “sve been infermed
by CAS Hqs that it periodically prepsres intelligence items
for its LA stations for uze with carefully selected contacts
in support of zhove cbjective. CAS Hgs has informed its
station chiefs that suitable items will be discussed with
you so that you may consider passing them Lo sélected
contacts whom it would be useful to influence. The selec-
tion and dissemination of CAS material to such contacts
should ba closely coordinated with the CAS.




Starus Report eon U.S5, Stance on IDB
Lendinz to Chile

The U.S. Executive Director cof the Inter-American
Levalopment Bank understands that he will remain uninstructed
until further nctice on pending loens to Chile, As the loans
for Chile are from the Fund for Special Operations, where an
affirmative vote by the W.5. i2 vequired for loan approval,
this will effectively bar approval of the loans until the
SRG decides ctherwise.

The Ad Foc Working Group will submit to the next meeting
of the Senior Review Group a report cn Lhe status within
the IDB of Chilean lean tequests, and any pertinent recom-
mendations.




Status Report on Restvictions on TBRD Lending to Chile

There ave three approved IBRD loans to Chile for which
dishursements have not been made, On two of these--z 51.5
million loan for education through CORFD and a 37 million
Lean to the Ministry of Education-=-the conditions precedent
to disbursement have bzen met, On .the third--a $10.8 million
loan te the Ministry of Public Werks for road constyuction--z
legal opinion called for by the loan agreement has not yat
been received but is expected in December, '

These three loans, which were approved by the Executive
Directors and for which lean agresments were signed before
the Chilean electicns, are beyond recall,

There is currently a further loan-projsct for Chile under
active preparation within the IBRD. It amounts to %21 million
“and would finance continuation of a livestock Improvement loan
begun in 1953, The purpose of the progrem i{s to provide loans
to farmers for pasture improvement and cor acquisiticn of
machinery, fencing and buildings. An IBRD szvaffl team is
scheduled to wvisit <hile in December to work cut details of
the lean. 1If satisfied with Lhe results of the tiip, a recom-
mendation of & lean committee to make the 521 willien loan
could be expected to come before the Executive Directors in
January or February.

A second and important purpcese of the December IBED
staff visit to Chile is to discuss with ths new government a
tank staff report on Chile completed last August., The report
identifies economic policy issues confronting Chile and
recommends a series of policies which the staff regard as
consistent with Chile's achieving a satisfactery rate of
sustained pgrowth. Unless the staff is satisfied that the
Allende governmenc's policies 2ve to be conscnant with the
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report's essential recowmendaticns, the I8RD, using its own
normal eriteria, would restrict lending to Chile. The staff
report and the Bank's evaluation of the Chilean response to
it are thus of critical imporrance.

By agreement between the Acting Assistant Secretary of
State for Inter-American Affairs and the U.%, Executive
Director of the IERD, the Department of Scate is preparing
for the Execulive Director specific orientation questions
concerning areas where Chilesn performence and policies may
be most vulnerable with respect to future TBERD financing,
The Executive Director will routinely znd discreetly convay
these guesticns te Bank staff members concerned so as to
insure adequate attention to them by the team visiting
Chile and by other staff elements within the Bank, but with-
cout the hand cf the U,5. Government showing.in the process,



Status Repcrc on Discussions with
Exporc-Imrport Bank cn Discontinuation of New Credits
and Guaranteas

Assistant Secretary Meyer and Export-Import Bank Presi-
dent Kearns have discussed this matter. Mr. Kezrns is ready
to cooperate fully but has requesced specific guidance on
appropriate cutoff points. The definition of "new credits
and guarantees' is made difficult by the variety of Bank credit
and guarsntee instruments and the revelving nature of much of
the Bank's business. Additicnal complicating factors are the
possible risk te existing Expore=-Import Bank exposure in Chile,
potential damage donz to the interests of .5, nationals by
the termination of certain 3ank accivities, and the publicity
which would inewvitazbly be generated by most specific Bank
&ctions iIn this area.

These various elements are being urgently sorted out by
Department of State and Bank officers, As scon as- this
process is completed, a further report, with concrete recom-
mendacicns, will be made to the SRG.
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U.S. Scientific Projects in Chile

DISCUSSION:

A radio astronomy observatory is being constructed ac
Cerro Tolelo in southern Chile by a non-profit 1.5, ccrpor-
ation under contract with cthe Nstional Science Foundation.
spproximately $20 willion has already been spent, with an
additional 52 million projected over the next two or three
vears before completion, The project has 2 written agree-
ment with the University of Chile, and is covered by a

hilean law (which also applies to the Soviet observatory
near Santiago). Allende told the U.S, manager that he
wants the project to continue,

Scme of cur research activitles in the Antarctic in-
volve the use of Chilean territery for transit {including
port calls) and/or staging, 1In addition, the Research Vessel
Here spends most of the year in Chile, sailing to the Antarctic
during the "sunmer'" season., Chile s customarily ievited to
send a representative {or more) on all such flights snd
cruises, as are occasionally other countries as well, The
Antarctie Treaty calls for cooperation in scientifie research,
and cooperation among the warious signatories has in fact been
very good.

It is, of course, possible that either or both of these
projects ecould =2t some peoint become the objects of politically
wotivated attack ending in demsnds for their termination or
expulsion, Up to now, however, they have not been political
issues of any import, nor does their purely scientific and
unclassified nature lend itself to political exploitation.
Similarly, their continued operation is not susceptible to
interpretation as support for an Allende government.

We believe that while these scientifie programs invelwve
Chilean participation, they are clearly of benefit andg
interesc principally to the U.5. PFurthermore, their re-
location would be difficult (in terms of finding suitable
altermative sites) and ceostly in terms of both money and
time lost.




RECCMMENDATTON :

The Cerro Tololo observatory project and the Antarctic
research activities should proceed in a routine way with the
elezr understanding that the apencies involved in these
projects will maintain close consultation wicth the Office
of Andean and Pacific Affairs,




	chile20-01
	chile20-02
	chile20-03
	chile20-04
	chile20-05
	chile20-06
	chile20-07
	chile20-08
	chile20-09
	chile20-10
	chile20-11
	chile20-12
	chile20-13
	chile20-14
	chile20-15
	chile20-16
	chile20-17
	chile20-18
	chile20-19
	chile20-20
	chile20-21
	chile20-22
	chile20-23
	chile20-24
	chile20-25
	chile20-26
	chile20-27
	chile20-28
	chile20-29
	chile20-30
	chile20-31
	chile20-32
	chile20-33
	chile20-34
	chile20-35
	chile20-36
	chile20-37
	chile20-38
	chile20-39
	chile20-40
	chile20-41
	chile20-42
	chile20-43
	chile20-44
	chile20-45
	chile20-46
	chile20-47
	chile20-48
	chile20-49
	chile20-50
	chile20-51
	chile20-52
	chile20-53
	chile20-54
	chile20-55
	chile20-56

