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MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

March 28, 

MEMORANDUM FOR WALT R 

SUBJECT: Inner Frontiers of South America 

I get the feeling that after much shoving, the "inner frontiers" band­
wagon is beginning to roll: 

1. CIAP has finally put out the sanitized version of your "Frontiers" 
paper in English and Spanish (Tab A). 

2. ARA has produced a 6-month progress report on Latin American 
infrastructure development which shows that the program is 
moving slowly -- but movip.g. (Tab B). 

3. ARA is reviewing the scenario paper at Tab C for establishing 
a T a sk Force under CIAP to develop an overall plan, with 
priorities, for the physical integration of Latin America. You 
will recall the President at the NSC session on Latin America 
told Covey to organize a task force to study roads. I think the 
task force should be inter-American, should function under 
CIAP (to build CIAP up) and should study telecommunications, 
power, air and sea transport, pipelines, agriculture, as well 
as highways. 

I hope the President will be willing to launch the Task Force idea 
either at Hemisfair (April 6) or in connection with Pan American Day 
(April 14). 

vuivf f 
WGBowdler 

Attachments 

Tab A - CIAP's sanitized version of the "Frontiers" paper. 

Tab B - State/ARA 6-month progress report on "Frontiers". 

Tab C -Draft of proposed scenario for promoting LA integration. 
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INTRODUCTION 

This report is a summary of a preliminary effort to assess the appropriate role 
of hitherto unused (or underutilized) land and natural resources in the economic de­
velopment of South America. 

Part One seeks to put the problem in a general economic perspective. 

Part Two examines the characteristics and potentialities of the principal under­
developed regions an~ the locations of mayor untapped natural resources. 

Part Three swmn.arizes the projects in progress or under examination. 

I. ECONOMIC BACKGROUND 

A population .density map (Figure 1) reveals South America as a continent whose 
people still live mainly along or close to the seaeoasts. A vast, . unpopulated--or 
barely popula~¢d--interior beckons and chailenges, as it has done for several centu­
ries. 

The result is a product of geography and economic history. 

The locations· o~ mountain .ranges a.rid escarpments as well as forbidding tropical 
lowlands and rain forests {Figures 2 and 3) decreed that men would first exploit the 
arable land near the coast or ' accessible to it. The Indian population, it is true, 
remained withdrawn in the .Andean cordilleras and altiplano, maintaining a distinct 
cultural and social life, alt~o\igh the impact of modern public health measures has 
created population pressure in the past generation~ Moreover, minerals and timber 
(and, at one time, Amazonian rubber) drew some enterp;rise to the South American 
interior, but it was--and by and large remains--a difficult and expensive frontier 
to exploit. 

The first two mayor phases of South American economic development reinforced 
the bias of nature. The area developed, in the first instance, as a supplier of 
agricultural products and raw materials .to Europe, and then, to the United States. 
The modern elements in South American life were thus focused around the ports, and 
a premium was attached to agricultural development in regions close to the seacoast 
or accessible by rail or road. 

Over the last 30 years, the continent experienced it.s first ·major phase of in­
dustrialization. The initial leading sector in industrial-growth has been the pro­
duction of consumer goods in substitution of imports. The markets for such goods 
were, naturally, existing centers of population and wealth. Thus, the coastal 
cities built up to manage South America's international commerce became the centers 
of industrial activity. The coastal bias in development was thus reinforced. 

This initial indu$trial phase of South American development was accompanied by 
a rise of urban groups to effective political and social power. Investment in 
infrastructure, housing, education, and health was disproportionately concentrated 
in the coastal cities. With certain notable exceptions--for example, the building 
of Brasilia--the development of the South American interior and, indeed, of agricul­
ture in general, was relatively neglected over the past generation. 

South America now stands at a stage where it is appropriate to look afresh at 
the potentialities of the frontiers, for the following reasons: 

1 
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The demand for food (flowing from the expansion of population, incomes, and 
urbanization) is increasing in the region as a whole faster than food production. 

The import substitution boom in consumer goods for urban markets has clearly 
lost its power to carry forward industrialization in most South American countries. 
They must now turn to widening their domestic and diversifying their foreign market~ 
and building an efficient capital goods base for their industrial structures. 

The drive toward economic integration is gathering strength under a mixture 
of. economic, political and psychological pressures; and the development of some of 
the potential new land reQuires cooperation among South American countries as well 
as between them and the international financing community. 

The growing industrial and technological competence of South America, com­
bined with new technology and capital available from abroad, now makes possible the 
economic development of some regions hitherto denied by natural barriers, soil limi­
tations, and endemic disease. 

In the next phase, South American industrialization must move toward efficiency 
and maturity. Markets must be widened and linked. The race between food production 
and demand must be won and, indeed, South America should again become a food ex­
porter. Its unexploited natural resources must be put to work to provide chemical 
fertilizers, minerals and fuel for its own development and to expand foreign ex­
change earnings. 

There is, thus, an instinctive and proper feeling that the opening up of hithe!"­
to unused land and resources could and should play an important part in this process. 
But what part--and how big a part--depends on answers to difficult and important 
economic Questions. 

T~e South American interior is not, by any means, a rich, open fertile region 
like the great plains of North America. Its development has been thus far impeded 
by real factors: 

the high cost of access and of ~ransporting its products to market; 

the high cost of establishing settlements with community facilities and 
social infrastructure of the kind available in coastal regions; 

considerable lack of knowledge and technical assistance necessary to bring 
the soils into efficient use; 

in some cases, the continued prevalence of uncontrolled disease; 

in other cases, laws, public policies and international frictions which 
inhibit the opening up of new lands and resources. 

In short, what must be established is whether investment in opening up new land 
will yield greater benefits with respect to agricultural production and productivit~ 
new resources, and expanded markets than investment to these ends 'in the more de­
veloped regions of South America. Moreover, the changes in law, policy and inter­
national agreements reQuired for the economic exploitation of unused land and natu­
ral resources must be identified. 

The answer to these Questions must be established region by region and project 
by project against the background of expanding research and exploration, for, de­
spite the .powerful attraction the South American interior has to adventurous minds, 
there . is a great deal we do not know. Investment decisions must be based on the 
answers to these Questions. 

Nevertheless, it is possible to map roughly the potentialities and to suggest 
where and how to move forward on a rational basis. 
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II. MAJOR UNDERDEVELOPED REGIONS AND RESOURCES 

OF SOUTH AMERICA 


A.. LAND 

It is useful to set out the major potential unused regions of South America 
under the following nine headings, moving more or less counterclockwise south from 
th~ Panama Canal. 

1. Dari~n Gap 
2. Wet, tropical lowlands (other than flood plains) 
3. Wet, tropical lowlands (flood plains)
4. East Andean Piedmont (upper tropical lowlands) 
5. Campo Cerrado 
6. Gran Chaco and Gran Pantanal 
7. River Plate Drainage System 
8. Rio-Sao Paulo-Buenos Aires Axis 
9. Guiana Complex 

Dari~n Gap. The missing link in the Pan American Highway system is the 250­
mile Dari~n Gap. It is a tropical jungle region containing a good deal of arable 
land but cut by rivers and mountain ranges, notably near the Panama-Colombia border. 
The Dari~n Subcommittee of the Pan American Highway Congress, together with the U.S. 
Bureau of Public Roads and corresponding agencies of the Colombian and Panamanian 
governments, have done extensive surveying of the possible routes. 

The case for making the link is the following: 

It would open considerable areas in Panama for cattle raising and other 
agricultural uses, as well as creating access to extensive forest resources. It 
might make some mineral resources accessible. 

It would help open up the Panamanian hinterland and draw some population 
away from densely populated areas. 

It would provide a land link between Central America and the northern part 
of South America--an objective with strong psychological and political overtones 
throughout the region--and permit truck traffic between Central America and the in­
dustrial centers of Colombia. 

These positive aspects of completion of this link of the Pan American Highway 
must be weighed against the cost and be related to other "frontier" development 
projects. It is also important that project planning for this area include adequate 
disease (e.g., malaria) control measures--to be effected before construction person­
nel reach the field. 

Wet, tropical lowlands (other than flood plains). The largest undeveloped 
region of South America consists of the wet, tropical lowlands of the Amazon and 
Orinoco river basins in Brazil and adjacent regions in Venezuela, Colombia, Peru, 
and Bolivia. This region is characterized by dense forest and grassy savannahs, 
with heavy rainfall, high temperatures, and soils of extremely low fertility. 

Because of their low fertility, these areas remain virtually unused, although 
cropping is possible on forested lands under shifting cultivation, while cattle 
grazing is practiced on the savannahs at low carrying capacity. 

In the very long run, it is possible that sophisticated fertilizer application 
and suitable soil conservation practices might render these regions productive. 
Moreover, permanent tree crops, like rubber, are possible where drainage problems 
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permit. But, for the foreseeable future, unless new minerals or other natural re­
sources are discovered, systematic economic development of this vast region does 
not appear to be of high priority. Population maps of South America are likely to 
continue to exhibit a vast empty area for many decades, unless there is an economi­
cally desirable way of damming the rivers to convert the Amazon Basin into a vast 
lake. 

Wet, tropical lowlands (flood plains). The Amazon River flood plains cover an 
area of 25 000 square miles; and the flood plains of tributary streams may add an­
other area of similar size. The Brazilian Mini stry of Agriculture is conducting 
exploration and research to establish whether these regions are capable of economic 
exploitation. The replenishment of soil nutrients through flooding suggests that 
rice might be economically produced in these areas, and water buffalo might be 
grazed on pastures resistant to periodic flooding. Although a few areas of higher 
ground in the zone are being successfully cultivated, much further research is re­
quired to establish whether the agricultural output from this region would justify 
the expensive water control measures required. 

East Andean Piedmont (upper tropical lowlands). This relatively promising 
region consists of an interrupted strip of valleys and rolling hills in a narrow 
belt running along the eastern foothills of the Andes from Venezuela, through Colom­
bia, Ecuador, Peru, and Bolivia. It is more than 3 000 miles in length and 10 to 
50 miles in width;' and it contains perhaps 3 million acres of arable land. 

The following table roughly indicates the relative expansion in arable land 
involved for each of the four countries. 

Arable Land and Potential Expansion in Andean Piedmont 
(1 000 acres) 

Current Andean Piedmont Total 

Colombia 12 100 750 12 850 
Ecuador 2 800 150 2 950 
Peru 3 300 1 200 4 500 
Bolivia 7 700 900 8 600 

Most of this land is forest or woodland, but there are some savannahs. On the 
whole, this area has adequate but moderate rainfall, better drainage and better soil 
fertility than the wet, tropical lowlands which adjoin it to the south and .to the 
east. 

This is the terrain the Carretera Marginal de la Selva is designed to traverse. 
The needed access roads are being built; settlers are moving in; .but the high cost 
of transporting their commercial products to market remain--and will remain--a 
problem to be solved in the future by a mixture of road and air transport plus more 
efficient connections with the Amazon ports leading to the Atlantic. 

The region is a good potential source of meat, dairy products, tropical foods, 
tobacco, tea and other cash crops. A high premium will attach to processing in the 
region to reduce transport costs to markets. 

Campo Cerrado. A broad belt of rolling land runs south of the Amazon Basin 
from Mato Grosso to the Sao Francisco River. This vast area is covered by scrub or 
low forest interspersed with savannahs and includes at least 400 million acres, a 
large part of which is topographically and climatically suited for cultivation. 
However, the low fertility of the soil will require correction for nutrient deficien­
cies. Research (including that conducted systematically by the International 
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Research Institute) indicates that highly acceptable yields are possible for corn, 
beans, sorghum, soybeans, forage, fiber crops and cattle. At the present time, while 
the population is pushing into this area, it remains very sparsely settled. Massive 
settlement, however, must be accompanied by a sophisticated use of technical know­
ledge, including fertilizer application. The existing (and expandable) region from 
Sao Paulo to Porto Alegre is evidently capable of further fruitful development and 
should enjoy higher priority in Brazilian agricultural development in the years 
immediately ahead." Like the Andean piedmont, this is another major region for sys­
tematic future agricultural development in South America. 

Gran Chaco and Gran Pantanal. This area includes central and northwestern 
Paraguay, northeastern Argentina, eastern Bolivia and the drainage system of the 
Paraguay River in Brazil. The Chaco is divided from the Pa.ntanal roughly by the 
Paraguay River. The main difference between the two areas is drainage. Much of 
the Pa.ntanal is flooded from November to April, while the Chaco is well drained and 
has less rainfall. Both areas have a pronounced dry season between May and Sep­
tember. Due to its size (perhaps 400 000 square miles) the area is important for 
future development, but will be costly to develop. The Pantanal will require ex­
tensive drainage works, dikes and roads. The Chaco needs irrigation, in part, 
before it can be intensively used. Extensive use in grain farming and improved 
forage production is possible without irrigation. 

River Plate Drainage System. This is a large area comprising the complex of 
the Paraguay, Paran~ and Uruguay rivers and their tributaries. It extends south 
from Mato Grosso province in Brazil through central and eastern Paraguay, the 
broader areas of Brazil and Uruguay along the Uruguay River and into northeastern 
Argentina (provinces of Entre Rios and Corrientes). These waters flow into the 
Argentine delta area where the Uruguay and Paraguay Rivers converge to become the 
River Plate estuary. These rivers flow through the swamplands of the Pantanal. 
Not infrequently the rivers of this system reach a flood stage at which they inun­
date vast areas and cause grave economic damage. This occured in March and April 
of 1966 in Entre Rios, Argentina. 

Parts of the river system are being studied to determine navigation potential, 
particularly the Paraguay River, which runs through Asunci6n to the delta. It 
could be a major transportatation artery from the Brazil-Paraguay-Bolivia interior. 
The U.N. is financing a survey of southeastern Paraguay which will include the Para­
guay and Paran~ Rivers. 

Power surveys have been completed and hydroelectric facilities are being con­
structed on Brazilian rivers which feed this system. Development of these power 
sites in Brazil will have an important effect on the downstream waters in Paraguay 
and Argentina. The Salta Grande hydroelectric project at Concordia, Argentina, 
which will supply power to Argentina and Uruguay, is ready for financing. 

There is a growing recognition that the power, navigation and water resources 
of the rivers should be studied systematically and with the view that the region 
forms an, economic unit. Study of the river system in its totality will require coo­
peration and agreement among the five countries involved. Development of the river 
system could be the basis for a multinational agreement and the establishment of a 
coordinating development agency. 

Rio-Sao Paulo-Buenos Aires Axis. Looking ahead to the economic integration of 
Latin America, the strengthening of transport links between Buenos Aires and the 
Brazilian industrial triangle (Sao Paulo, Rio, Minas Gerais) makes sense. It is not 
too far fetched to regard that region as constituting in the future of South America 
a potential metropolitan strip something like that between Chicago and New York in 
the United States. It contains the richest agricultural area of Brazil as well as 
Uruguay--a country which could find its destiny as an agricultural, commercial, and 
industrial component of this larger complex. 
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One project which would probably be justified within the decade, and which 
would dramatize and accelerate this linkage, would be a bridge over the River Plate 
estuary (or over the Paran! Delta). The configuration of waterways around Buenos 
Aires makes roads communications between that center and the region to the north 
awkward. Improved ferry service across the estuary is now contemplated, but a 
bridge link might have major direct and indirect effects on the development of the 
whole southeastern sector of the continent. 

Guiana Complex. One of the more important developments going forward in South 
.America is creation in Venezuela of the industrial complex at Santo Tom~ de Guayana, 
located in the mineral rich area at the conjunction of the Caroni and Orinoco River~ 
Santo Tom~ de Guayana was a village of 4 000 in 1950; it is expected to reach a 
multiple of its 1966 population of 100 000 by 1975. It already includes, in additicn 
to hydroelectric facilities, a steel mill. A joint venture with Reynolds Alwninum 
Company is expected for the construction of a bauxite reducing plant. Both U.S. 
Steel and Bethlehem Steel conduct iron operations under concession agreements. The 
emergence of this industrial center suggests the possibility of linkage with the 
Guiana region whose interior is being explored. 

In broadbrush terms, then, the potential areas for further land development in 
South .America consist of a set of possibilities for moving toward the interior in 
specific direction~: south from the Panama Canal, east across the Andes into the 
long piedmont strip and west into Campo Cerrado. In addition, the irrigation, flood 
control, navigation and hydroelectric potential of the River Plate valley system 
remains to be exploited, the great urban centers of the southeast to be better linked 
and the .Amazon flood plains and the Guiana region to be rationally developed. 
All these areas will require substantiai expenditure of capital for transport, infra­
structure, and, ih some cases, for significantly increased chemical fertilizer appli­
cation and water control works. They would still leave the great tropical lowland 
regions of the Amazon and Orinoco Rivers relatively untouched. 

B. CHEMICAL FERTILIZERS 

South .American chemical fertilizer production relates to the development of 
frontier regions in two respects. First, some of the presently known chemical ferti­
lizer resources are located in interior or otherwise undeveloped regions. Their ex­
ploitation will involve transport and other infrastructure investment, and they 
should serve to generate centers for wider industrial and agricultural development. 
Secondly, some of the frontier lands, for example, Campo Cerrado, will require the 
application of substantial amounts of chemical fertilizers for effective exploita­
tion. 

The expansion in South .American agricultural production over recent decades has 
not kept up with the increasing regional demand for food. That expansion has been 
based mainly on the opening up of new acreage. Between 1934-48 and 1950, for ex­
ample, there was only a 5 percent increase in grain yields in Latin .America as a 
whole. 

In the last few years attention to agricultural yields has been increasing in 
South .America, as has been the consumption of chemical fertilizers. Nevertheless, 
it is clear that victory in the race between the continent's demand for food and 
population increase will have to be based on greater attention to agricultural 
yields in the generation ahead than in the past. As in Africa (but not in Asia) 
there is still unused arable land to be exploited in South .America. But the mere 
opening up of land will not suffice. 

Increased agricultural yields require improved seed and heavier application of 
fertilizers and pesticides. It has recently been estimated, for example, that South 
American expenditures on such items, which were about $600 million in 1960, must 
rise to $2.7 billion per annum in 1980 if minimum food requirements are to be met 
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in the region. It has been estimated that $1.7 billion (of the $2.7 billion annual 
expenditure in 1980) could be manufactured from South American resources. To gener­
ate this increase in the continent's production of agricultural inputs, an invest­
ment of perhaps $3 billion will be required. The substantial South American import 
requirements for 1980 stem from the fact that the area lacks known phosphate and 
potash resources in sufficient quantity to meet this expanded demand--as is detailed 
in Figure 4. 

Chemical fertilizer production is, of course, not enough to bring about an 
increase in yields. It must be made available to farmers at reasonable prices in 
ail environment that also includes fair and reliable prices for their products, rele­
vant technical assitance, credit and incentive goods. Nevertheless (along with 
pesticides and good seed), chemical fertilizers are a critical factor. Major known 
undeveloped potentialities for fertilizer inputs are the gas fields of Venezuela, 
Bolivia (Sucre area) and Chile (Tierra del Fuego). 

C. MINERALS 

The geological resources of South America have been incompletely explored. 
The principal unexplored area believed to contain major mineral resources is the 
Andean. 

Considerable·work in mapping and resource exploration is under way in South 
America, under auspices of national and international agencies and of private com­
panies. It is de'sirable, in view of the problem's scale and urgency that attention 
be given to adaptation of the most advanced forms of resource surveying and mapping 
--using aerial photography and other remote sensor techniques. 

III. SOME PROJECTS IN PROGRESS OR UNDER EXAMINATION 

Against this background, it is useful to examine the extent to which these po­
tentialities are now being developed or are under serious examination. Work is 
going forward in South Amer~ca, on broadly, rational lines; that is, it is precisely 
in the more promising regions that projects are being constructed, feasibility 
studies made, and research conducted (see Figure 6). An aspect of development poten­
tial is provided by Figure 5, which shows directions for possible future population 
settlement in frontier areas. 

Specifically, the problems of closing the Dari~n G~p are being systematically 
surveyed. 

A preliminary study of the Atrato-San Juan waterway is being made for the 
Colombia government; and the U.N. is now awaiting a formal proposal for the govern­
ment of Colombia for financing a feasibility study of a multiple-purpose project. 

Work and systematic consultation have been organized among the governments 
of Colombia, Ecuador and Bolivia with respect to the Carretera Marginal de la Selva. 

Extensive research and colonization efforts (planned and unplanned) are 
going forward with respect to the exploitation of the Campo Cerrado region of Brazil 
and Paraguay. 

The Guiana region is an active account in terms of the creation of a new, 
vital industrial center in Venezuela as well as study and exploration. 
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A. 

.APPENDIX 

Selected List of Projects, Actual and Potential 

Argentina 
Colonization • • • • • • • • • • • • 
Airport Development . • • • • • • • 
Rio Bermejo Development Project 
Rio Dulce Project • • • • • . • 
Eastern Seabord Megalopolis - Rio to Buenos Aires •• 

B. Bolivia 
Colonization of the Interior • 
Alto Beni Colonization ••• 
Okinawan Colonies • . • • • • • • • . 
Lake Titicaca Development ••••• 
Mutun Iron Ore Deposits Development 
Malaria Eradication Program 
Hemorrhagic Fever Control 
Riberalta-Guayaremerin Road • • • • • 
Feasibility Studies 
Mineral Survey and Geology Training 
Abap6 Irrigation Project • 
Carretera Marginal 

C. Brazil 

D. 

Agrarian Reform and Frontier Development • 
Education for Rural Development • • . . . • • . 
Agricultural Outpost Colony 
Rio Grande do Sul North Production Road 
Fortaleza-Brasilia Highway 
Paranagu~-Foz do Iguaqu Highway • . . . • • • • 
Rio-Salvador Coastal Highway • • • • . ••• 
BeHm-Bras ilia Highway • • • • • • • • • 
Frontier and Penetration Roads in the State of Par~ • • • • • . 
Brasilia-Acre-Peruvian Border Highway • • • • 
Work Fronts • • • • 
Boa Esperan~a Dam • • • • • • • • • • • • 
Frontier Activities ••••••••••• 
Sete Quedas Hydroelectric Project 

Quiana 
Air Transport (Feasibility Study) 
Berbice River Harbor •••••••• 
Penetration Roads to the Interior 
Savannah Soils Investigation • • 
Mineral Resources Development 
Aerial Geophysical Survey 
Forest Industries Development Study 
Atkinson-MacKenzie Road • • • • • • 

*See Figure 6. 

Number* 

A-1 
A-2 
A-3 
A-4 
A-5 

B-1 
B-2 
B-3 
B-4 
B-5 
B-6 
B-7 
B-8 
B-9 

B-10 
B-11 
B-12 

C-1 
C-2 
C-3 
C-4 
C-5 
C-6 
C-7 
C-8 
C-9 

C-10 
C-11 
C-12 
C-13,14,15 
C-16 

D-1 
D-2 
D-3 
D-4 
D-5 
D-6 
D-7 
D-8 
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Number* 

E. 	 Colombia 

Potential Colonization Projects • • • . • • • • • • E-1 

Basic Resources Survey • • • • • • • • • • • • • • E-2 

Land Settlement and Improved Land Use and Tenure • • • • • • • E-3 

National Territories Air Navigation Service (SATENA) • . . • • E-4 

Mineral Resources Survey • • • • • • • • • • • • • • • • • • • E-5 

Potential Feasibility Studies • • • • • • • • • E-6 

Prefeasibility and Feasibility Studies E-7 

Atrato-San Juan Waterway • • • • • E-8 

Colombian-Ecuadorian Economic Integration of Frontier Areas • • E-9 


F. 	 Ecuador 

Upano River Valley Development F-1 

Arenillas Irrigation Project • • • • F-2 

Consortium Highway Program F-3 

Penetration Roads to Amazon Headwaters Area • F-4 

Development of Guayas River Basin ••••• F-5 


G. 	 Panama-Colombia 

Pan American Highway - Dari~n Gap • G-1 

Isthmian Sea Level Canal G-2 


H. 	 Paraguay 

Navigation Study of the Paraguay River South of Asunci6n H-1 

Malaria Eradication • • • • • • • • • • • • • • • • • H-2 

Apip~ Hydroelectric and Navigation Project • • • • • • • • • • H-3 

Road Construction and Maintenance Training 


(Farm-to-Market Roads) •••••••••• H-4 

Colonization • • • • • • • • • • . • • • H-5 

U.N. Special Fund Survey of "Triangle" Area • 	 H-6 


I. 	 Peru 

--i:li'ghways • • • • . . • • • I-1 


Air Access to the Frontier I-2 

Private Sector Development I-3 

Colonization in East Andes I-4 

Irrigation Development • • • • I-5 

Carretera Marginal • • • • I-6 


J. 	 Uruguay 

Development of the Laguna Merin Basin J-1 

El Palmar Hydroelectric Project • • • • J-2 


K. 	 Venezuela 

Industrialization of Southeast Venezuela K-1 

Agrarian Reform Program • • K-2 

Inter-American Gas Pipel

1

ine • • • • • • • • K-3 


*See Figure 6. 
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PROGRESS REPORT OF NATIONAL SECURITY ACTION 
MEMORANDUM No. 349, May 31, 1966 

"FRONTIERS OF SOUTH AMERICA" 

I. Summary 

The concept of integrated physical development as a means to facilitate the 
economic integration of La.tin America continues to receive attention by the 
Inter-American institutions. There has been substantial progress in pro­
viding funds for feasibility studies and in establishing financial sources 
for multinational programs. Physical accomplishments on projects underway, 
however, have been limited during the period considered by this report. 

At the Summit Meeting last April, the Presidents agreed that additional 
resources should be provided to the Inter-American Development Bank (IDB) 
in order to finance multinational infrastructure projects which "will lay 
the physical foundations for Latin American economic integration." The 
United States expects to increase its contribution from $250 million to $300 
million a year in 1968, 1969, and 1970; and the Latin members of the IDB 
expect to contribute $100 million a year, rather than $50 million. The 
U. S. Congress has authorized the total $900 million contribution and has 
appropriated ahe first allocation of $300 million. The IDB plans to invest 
a minimum of $300 million in multinational projects during the 1968-1970 
period. 

The Inter-American Cultural Council at a recent meeting in Maracay, Venezuela, 
endorsed new multinational programs in education, science, and technology 
totaling $25 million. The Council also agreed to a reorganization to be able 
to implement more effectively objectives set forth at the April Sunnnit 
Meeting. 

The Organization of .American States and IDB have contributed funds to pre­
liminary studies for River Plate Ba.sin development, but contemplated UNDP 
f'u.nds have not yet been ma.de available. Ex-Im Bank. provided a credit of 
$2.4 million to Brazil for U. s. equipment for an earth satellite receiving 
station. Member countries of the Andean Corporation have agreed to contri­
bute $25 million to finance multilateral projects. 

II. Progress of Inter-American Institutions 

Inter-American Development Bank (IDB) 

The ;Bank. has taken a leading role in developing studies and financing multi­
national projects. With the increased appropriation from the U. S. to the 
Fund for Special Operations, the Bank had set as its goal the financi of 
$300 million in mu.l • onal ro ·ect s by 1970. It is estimted'that about 

. ~ • _. inEi!_l!!t:Jn • r• 
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$70 million will be all~cated to such projects this ear. One of the problems 
enc "5 c' ~ ank.able projects. New 
projects, however, should be forthcoming as a result of the feasibility 
studies now being made through the !DB's Pre-Investment Fund for La.tin American 
Integration. As of December 1967, over $2 million dollars in loans and grants 
had been committed for studies by the IDB. The U. S. made a second contribu­
tion of $2 million to the Pre-Investment Fund in December 1967 from the Social 
Progress Trust Fund. A list of the projects financed in 1967 and proposed 
projects to be financed in 1968 is attached as Annex A. 

The IDB has underway a stu~ concerning the judicial and institutional problems 
that must be solved in making loans to two or three borrowers with joint 
responsibilities. The question of providing credit to more than one country 
for multinational projects has posed a problem and handicaps investment in 
inter-regional programs. An exception is the Central American area. In 
September 1967 the IDB approved a loan of $10 million to the Central American 
Bank for Economic Integration to he~p finance industrial projects of regional 
interest. 

CIAP 

Although it has agreed to do so, CIAP has not made recommendations concerning 
the priorities of the IDB work program of Pre-Investment Fund. IDB President 
Herrera submitted a revised work program to the 14th CIAP meeting held in 
January. At this meeting, CIAP agreed that each member would study the work 
program and submit his recommendations to Chairman Sanz as soon as convenient. 
These views will be discussed at the 15th meeting of CIAP tentatively scheduled 
for April 1968. It is hoped that priorities for the IDB program will be 
recommended by CIAP to the Sixth Annual IA-ECOSOC meeting in June 1968. 

A working group of governmental experts to study the financing of La.tin 
American integration meeting under the auspices of CIAP in Washington in 
February and March, also discussed multinational projects. Among other things, 
it recommends an expansion study program to intensify and prepare such projects. 

I The CIAP secretariat has agreed to complete within the next two weeks the 
' duplication and distribution to South American countries and the AID Missions 

of the Frontiers Study. _ 

OAS 

At a meeting in Maracay, Venezuela, in February 1968, the Inter-American 
Cultural Council of the OAS agreed to an internal reorganization that would 
increase its emphases on education, science and technology. Proposals for 
broad new programs in these .fields were endorsed which totaled $25 million 
($15 million for joint efforts in science and technology and $10 million for 
education). These moves were sparked especially by the April 1967 Summit 
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Meeting, and the resulting high purposes stated in the Declaration of the 
Presidents, as related to education, science and culture. 

Hopes are that the Council (now known as Inter-American Council for Education, 
Science and Culture) will play a more vital role than it did previously in 
encouraging joint efforts to f'Urther regional development and integration. 
A crucial factor will be actual financing of the programs. 

Based on a total $25 million program goal, the U. s. contribution could total 
up to $16.5 million for the program period March 1968 to June 30, 1969, 
subject to ·Congressional Appropriation. The U. s. will make available up to 
$3.2 million from FY 1968 :f'unds based on Ie.tin pledges. 

III. Projects 

Chemical Fertilizer 

A two-week seminar was held for fertilizer executives in Latin America at 
the National Fertilizer Development Center in which 17 p:irticipa.nts took pa.rt. 
One of the topics brought up was the possibility of establishing a regional 
fertilizer trade association. This topic }Till be f'Urther discussed at a 
follow-up seminar to be held in Ie.tin America. 

A report will be made available to participants of the fertilizer work group 
of CIAP within the next two months which sunnna.rizes the results of the 
AID/CIAP questionnaire sent to all Ie.tin American countries. This report will 
include information on country activities and those of international assistance 
programs in fertilizer technology, an assessment of the demand and supply 
situation of fertilizers in each country, as well as names, and capacities, 
of the nature of fertilizer industries in Latin America. 

Carretera Marginal de la Selva 

The current concern with this significant multinational project is to insure 
that highway segments constructed in the selva area are aligned in some 
manner to an international route. Work on sections of road that might be so 
aligned is proceeding in Peru, and to a limited extent, in Bolivia. 

Pre-Investment studies for a number of portions of the highway system have 
been completed. Others could be completed by the end of 1968. Some sections 
are already known to be of high priority and are under construction by the 
interested countries. Feasibility studies available permit the following 
cost estimates: 
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Peru 

a. 	 San Alejandro-Villa Rica, 
285 km. - $47 million 

b. 	 Rio Chanchamayo-Satipo, 
100 km. - $12 million 

c. 	 San Ignacio-Jaem, 
101 km. - $10 million 

Ecuador 

Improvements of connections to 
the Carretera, $4 million 

other sections of the Carretera are known to be included in the highway plans 
of the several countries. Feasibility studies for these roads can be com­
pleted in six to nine months. Thus, the cost of high priority projects for 
various sections of the Carretera network, through 1972, could range from 
$100 to $300 million. 

Campo Cerrado 

Evidence contimtes to indicate that implementation of land tax reforms, begun 
in 1966, has stimulated increased utilization of land, especially by large 
landholders, as well as sale of property not previously used. The Government 
of Brazil's newest efforts are in the field of soil research in Mato Grosso, 
and an A.I.D.-financed loan has been proposed to finance agricultural research 
in this area. The low soil fertility of the Campo Cerrado region has in pa.rt 
limited agricultural production. To encourage fertilizer use, the Government 
of Brazil has subsidized, since 1966, borrowing cost of loans sought by 
farmers from the fertilizer loan fund of the Coordenacao Nacional de Credito 
Rural. (These funds are, in pa.rt, local currency generated by A.I.D. fertili ­
zer loans.) 

fultinational Projects to Facilitate Political and Economic Cooperation 

1. No new initiatives have yet been tak~n by Ecuador or Peru on the Tumbes 
River Valley program, due to poor relations between the two countries. However, 
they have recently exchanged diplomatic representatives once again, which makes 
possible :ruture negotiations. 

2. The Andean Developnent Corporation, established in February 1968, was given 
impetus by the Little Summit Meeting sponsored by President Lleras in August 
1966. This corporation, designed to serve as an investment bank for its sub­
regional members (Venezuela, Peru, Ecuador, Colombia, Bolivia and Chile) and 
to encourage industrial complementarity, will establish its headquarters in 
Caracas. Member countries have agreed to subscribe $25 million in working
capital; a total capitalization of $100 million is authorized. 

--CONF'IDENTI:ttt 
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3. The Governments of Peru and Bolivia have requested financing from the 
IDB Pre-Investment Fund to defray costs of feasibility studies and final 
designs for a highway from Bolivia to the Pacific. The route would connect 
La Paz with the Peruvian port Ilo, through Deeagua.dero in the Lake Titicaca 
area. The IBRD transportation survey of Bolivia, which included an analysis 
of a Bolivia-to-the-Pacific road, has been completed; and a report will be 
published in early summer 1968. 

Teleconnnunications 

The Page Survey reconnnended a 10-year, $2.6 billion effort to raise tele­
communications systems to acceptable standards in ten South American countries: 
Argentina, Bolivia, Brazil, Chile, Colombia, Ecuador, Paraguay, Peru, Uruguay 
and Venezuela. The study suggests an additional investment of $50 million 
to provide seven of these countries with communications satellite earth stations 
which would eventually link their national systems to INTELSAT space facilities 
for intra-regional and overseas comilJWlications. This system would complement 
the "terrestial" network of wire, cable, high-frequency and wide-band radio 
facilities now in existence, or to be expanded, as outlined in a ~lan for the 
development of the Inter-American Teleconnnu.nications Network (ITN), approved 
in 1965 by the International Telecommunications Union, and later ratified by 
the Inter-American Teleconmru.nications Commission (CITEL). 

As a prerequisite to overhauling South American comnrunications, the report 
recommends that detailed surveys be made in each of the ten countries to 
establish financial and administrative policies concerning rates, plant 
modernization, planning and cost control. 

At the second meeting of CITEL, in October 1966, discussions were held as to 
how the Bank could best assist with the development of the ITN. At this 
meeting CITEL adopted a resolution asking the IDB, through the Pre-Investment 
Fund, to examine the possibility of organizing and directing the studies 
necessary to prepare for the ITN, with the understanding that those studies 
would recommend the most modern techniques in the field of telecommunications. 
The Resolution also recommended that the Bank obtain the cooperation of the 
interested countries through CITEL. In response to this the Bank has prepared 
a plan of operations to participate in the development of the fiTst phase of 
the Inter-American Telecommunications Network . This will cons i st of a viability 
study and the preparation of technical recommendations and specifications for 
the standardization of the requirements of the network. The UNDP has agreed 
to collaborate in this study and the Bank has asked them to provide $1.0 
million to finance it. 

Plans for nine earth stations are i n varying degrees of development. Ex-Im 
Bank has authorized a $2.4 million credit in Brazil and a $5.36 million credit 
in Chile. Hughes Aircra~ received the Brazilian contract and GT&E the 
contract in Chile. An Italian consorti\llll has been awarded a contract in 
Argentina.. A Mexican station is under construction by Japmese interests. 
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Similarly, Nippon Electric is proceeding with a project in Peru. Work is 
proceeding on a station in Panama under a contract with Page. Although no 
final decisions have been announced, Colombia, Ecuador and Venezuela each 
hope to have an earth station, probably in the 1969 timeframe. 

Coo;perative Research Programs on Earth Resources Surveys by Remote Sensing 

Following the visit to Brazil and Mexico last spring of an inter-agency U. S. 
team, NASA worked out a memorandum of understanding with the space commission 
in each of the two countries for cooperative research programs to develop 
techniques and systems for obtaining and using earth resources data from 
aircza:rt. These agency-level agreements are to be confirmed through bilateral 
exchanges of diplomatic notes, which are now awaiting final, formal approval 
by Brazil and Mexico. Meanwhile, the first (training) phase of the program 
was initiated informally on February 8 at the Manned Spacecra:rt Center in 
Houston, with the participation of Brazilian and Mexican teanis. 

These programs, the first cooperative international research projects of this 
type, are designed to develop techniques for acquiring, interpreting, and 
using data to provide scientific and technical experience which would be 
useful in the development of earth resource survey techniques and to familiar­
ize personnel with the reduction and analysis of remote sensor data. (The 
programs will utilize instrumented aircraft; although they look toward the 
potential utility of spacecraft applications, there is as yet no certainty 
as to the probable dates of such applications.) 

Darien Gap 

The linking of North and South America by closing the Darien Gap in the Pan 
American highway system has symbolic significance as well as important 
implications for the economic integration of the region. However, two 
principal issues in the closing of the gap remain unresolved. These are (1) 
the route to be selected through Colombia and (2) the financing of construc­
tion. The route issue stems from the Colombia Law 121 of December 1959 
which designated the Choco route along the Pacific coast as the Pan American 
Highway route, entailing 421 kilometers of construction at an estimated 
cost of $200 million. The alternate Atrato route would require new construc­
tion of only 98 kilometers at a cost of about $48 million. While President 
Lleras is receptive to proceeding with the Atrato route, internal Colombian 
political factors have thus far prevented any official word from the Govern­
ment of Colombia on route selection. Necessary surveys for Pana.ma section of 
the highway have been completed indicating construction of approximately 320 
kilometers at an estimated $100 million. 

At the Tenth Pan American Highway Congress held in Montevideo in December 1967, 
the U. s. joined in expressing support of the eventual closing of the Darien 

eorwm:sffi'IM:i--­
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Gap, though no specific offers were made for the f'unding of projects for 
completion. The Governments of Panama and Colombia were encouraged to 
initiate action to determine the priority of Darien Gap-related projects 
and to suggest means of financing them. When the priority issue has been 
resolved by the countries concerned, requests for financial assistance 
may be forthcoming. 

River Plate Valley Development 

Development of the River Plate watershed, potentially affecting five nations, 
bas been projected on the basis of preliminary consultations into three 
stages. Stage One is to be a general study of the region, identifying pro­
jects of common interest. Stage Two would begin feasibility, preinvestment 
or engineering studies for specific projects decided upon. Stage Three 
would relate to actual implementation of the projects. The entire program 
is a long-range one, and though efforts made at coordination so far have 
brought about general understanding of the problems, detailed coordination 
on work and scope of programs remains undone. 

The OAS, IDB and UNDP have indicated interest in contributing resources for 
preliminary studies. The OAS-financed first year plan for the region is to 
be completed in mid-1968 . The Foreign Ministers defined fields for f'u.rther 
study for the basin at their February 1967 meeting, and requested assistance 
from the IDB for preliminary analysis. 

The IDB, which has been a catalyst in working for cooperation from other 
financing institutions and the riparian countries, authorized in June 1967 
a grant of $250,000 for a preliminary study of basin integration. However, 
the related input of the UNDP was withdrawn f'rom further consideration at 
the January meeting of the UNDP Governing Council, until such time as all 
the countries concerned approve the project. Current lack of agreement stems 
in part from uncertainty over the role of INTAL, an Argentine-dominated 
institute, particularly on the ~rt of the Government of Brazil. 

Compounding these institutional problems is the factor of seriously ldmited 
finances. The River Plate Ba.sin Development program is very large in scope, 
as well as long term, and present connnitments remain small in comparison to 
needs. 

The Preliminary study proposed does not, cf course, preclude innnediate 
materialization of special related projects. A project consistent with the 
goals of basin development (hydroelectric development in the Acaray, now 
financed in pa.rt by an IDB loan) was begun before any real initiatives had 
been taken towards an integrated program for the basin. Additionally, the 
Government of Argentina is proposing a project to control the severe silting, 
caused by earth moving f'rom Brazil and Paraguay downriver to Argentina, 
requiring costly dredging. 

CO!H?IBENrDtL 
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V. Current Problem Areas 

The problem areas discussed in the last Progress Report remain largely 
unresolved. The lack of inter-goverrunental agreements to implement jointly 
nrultinational projects and the lack of action on the pa.rt of CIAP to 
establish priorities of the IDB Pre-Investment Work Programs are reemphasized 
as particular obstacles to progress. It would appear that a larger role 
for CIAP than it now plays could include the request that CIAP tmdertake 
to appraise and report periodically, perhaps semi-annually, on progress 
in the physical integration of La.tin America. Such an action should encourage 
La.tin interest in physical integration and provide the U. S. and others 
with comprehensive reports of progress. 



ANNEX A 


Projects financed in 1967 by the IDB Pre-Investment li\1nd include: 


1. 	 Study on the possibility of developing an integrated air cargo service 
for Colombia, Venezuela, Ecuador, Peru, Chile, Bolivia and Argentina. 

2. 	 Feasibility study on space and ground telecommunications for South 

America. (Finished - Done by Page Communications Engineers, Inc.) 


3. 	 Study of the Inter-American Telecommunications Network. (Financing 

will also come from the UNDP and individual countries.) 


4. 	 Preliminary study on the integrated development of the River Plate 

Ba.sin. (Financing will also come from the UNDP, the OAS and the 

countries involved.) 


5. 	 Study on Colombian-Ecuadorian border integration. 

6. 	 Study on Argentine-Chilean border integration. 

7. 	 Studies on industrial activities or regional scope in Central .America. 
(Financing will also come from ICAITI.) 

J a. 

Feasibility of the second stage of the Acaray hydro-electric project 
which will provide electricity for Paraguay, Brazil and Argentina. 
(Loan to Paraguay.) 

Projects to be financed in 1968 include: 

1. 	 Project ·. identification and feasibility studies in the field of regional 
transport. 

2. 	 Preliminary and feasibility studies for the interconnection of various 
electric systems. 

3. 	 Feasibility study for the Inter-American Telecommunications Network. 

4. 	 Continuation and expansion of border integration studies. 

5. 	 Studies to orient scientific and technological development, the trans­
ference and adaptation of modern technology, and the organization of 
studies in these fields on a regional basis. 
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DRAFT - 3/26/68 
WGBowdle r :mm 

Scenario for Prom.ottn5 Latirt .Ametlcan Phr-.!ca.1.Jntogration 

1958-
ByAp:rll 1 • 

Obtala the Prealdent•a eo.ncurrenee to p:ropoalng hi a H.::n­

lsf'alr or Pan An1erican Day speech establishment ol a tasl(. 

force to develop a plan and establish pdodtiea io:r the phy•leal 

Integration of Latin America. (See Tab A for atatement of 

proposal.) 

By April 3 ­

Dbcu.sa with C~P Chairman. Sanz de. Santair.aria and IDB 

President Felipe Herrera th.oir taking the initiative to es­

tabUsh the task force soon after tho President ma.kea his 

proposal. (Se$ Tab B lor poasible compo:sitk.a and toi-ms 

of reference of the Task Force)• 

.By April 3 • 

Inform. the governments o! Mexico. Brazil. Argentina.. Chilei. 

Peru. Colombia a.-nd Venezuela ot the President's proposal 

and solicit thelr views. 



Apiall 6 
o~ 14­

President make• the proposal. 

April 22 -

ClAP Chairman Sanz and IDB President Horrera annouace 

eomposltlon of task lorce during IDB Board of Governors' 

ineetlng. Secretary Fowler seeks IDB support of the Task 

Forc,e initiative. 

April Z9 ­

Ambassador Llnowltz a.t CIAP meeting explains financial 

support USG ls prepared to give to the project. 

May 1­

Task Force meets to discuss plan of work and a.ppoln·t stall. 

June 1 
- 1 .. 

Task !orce m.eets to review and approve master plan for study 

of inlraatrl.lcture projects. 

J'une 8 ­

CIAP Chainnan Sanz, IDB President Herrera and Task Force 

hold press conference to announce master -plan. 



Call oa th• Preald.ent to ode! him. on tlut· t'f.iaate» ~. 

PrealdeJit ofter• them an ab:cr•ft ,to •lsit .inbe:ti frontier 

area•, 4lacuea plan with governments and obtain maximum 

publlcUy. 

,1_962 

By (?) • 

Submit to lA·ECOSOC results ct all studies with recom:me11d­

aUons on priodUee. 

Attachmenta 

Tab A • Statement o! Proposal. 

Tab B - Possible composition and tarn1ls of rel"ronc• e! task force. 



Tab A 

I propose that a task force. Wlder the leadership of an e.n:dnent 

Latin .Am.e.rlcan asslated by outstanding Hemispheric prolession.a.1 

economleh. devoloptn•nt pla.tmers. and engineers, be organized 

to prepare a pl~n !or a five-year program tor c.a.r~ying forwa.1"d 

the phyelcal intogratlon of LatlnAmedca.. 

Once completed and adoptedj the pla.n would be an expra~sioa 

of the agread priorities in the task of achi~vlng the physical 

Integration of Latin Anlerica. It would b~ a valuable guide. not 

only to the Inter-Amorkan Development Dank and the other flnan· 

eial in.stltutions in considering applicatit')n.S !or iL"lanclng develop­

ment projects, but also to goverrunents in planning t..'leir national 

investment programs. 

Given the interests and responsibilities «t .l!lter-Artl.e~ican Develop­

ment Bank (IDB),. the Int~r..Amerkan Com.mittee o.£ the A!U.ance 

for Progress (ClAP) and tho Inter•Amerlcan Eeono1nic and Social 

Council (IA-ECOSOC) under the Alliance !oz Progreas, I am ln­

etructlrif: my .represetitath.res In these bodle:s to advance this pro?Osal. 
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Chairman - Raul Saez. 

Members Felipe Herrera lADB. 

Carlos )..fanuel Castillo CACM.. 
(Costa Rica) 

Gustavo 1'..fagarlnoa LAFTA. 
(Uruguay) 

Covey Oliver Coordinator, AFP. 

(exp~rl in roads) 
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(e~pert 1.n elect.de power) 

(expert in transportation) 

- (expert in petroleum and 
natural gas) 

Corry Alter World Bank. 

Roberto Huerte1natte UNDP. 

Secretary ­
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THE WHITE HOUSE 

WASHINGTON 

... Genfidential July 3, 196 7 

NOTE TO WALT ROSTOW 

Walt -

This is the second progress report on the 
nFrontiers of South America" study. 

Outside of satellite communications and 
the Acaray power plant, they have little 
to report. 

What emerges loud and clear is that more 
dynamic leadership is required in the mul­
tinational project field and CIAP - - the 
logical body to provide it - - has not done 
so. 

I will speak to Sol Linowitz about ti~ . 
~rv ~ . r;;, 

WGBowdler 

Attachment 
7/2/67 Read-Rostow 
with attached progress 

rn~)J,ontiers " . 

E.O. 12356. Sec. 3A 
~ W3-37;t 
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DEPARTMENT OF STATE 

Wa shington , D .C. 20520 

July 2, 1967 

MEMORANDUM FOR MR. WALT W. ROSTOW 
THE WHITE HOUSE 

-----

SUBJECT: Progress Report on Frontiers of South America 

There is enclosed the second six-months Progress 
Report on Frontiers of South America requested in NSAM 
No. 349 of May 31, 1966. 

Enclosure: 

Progress Report 

C6t:H'IBENT1 AI 

Declassified following removal of 
classified enclosure o 
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CONilDEN'fIAL .., 

PROGRESS REPORT ON NATIONAL SECURITY ACTION 
MEMORANDUM No. 349, May 31, 1966, 

"FRONTIERS OF SOUTH AMERICA." 

I. Summary 

The meeting of American Presidents at Punta del Este, April 12-14, 
provided decisions of far-reaching importance for the program 
outlined by the study "Frontiers of South America". It is now 
up to the Inter-American Economic and Social Council (IA-ECOSOC), 
the Inter-American Committee for the Alliance for Progress (ClAP), 
the Inter-American Development Bank (IDB), and other inter­
national organizations, as well as the Latin American countries 
themselves, to take the actions necessary to make the Presidential 
decisions a reality. CIAP as the "board of directors" and coor­
dinator of the Alliance for Progress should assume leadership. 
But IDB has the major responsibility for feasibility studies and 
the countries themselves must negotiate the necessary inter­
governmental agreements. Initial steps have been taken by the 
United States to provide the IDB with additional funds for 
financing multinational projects once they are ready. The IDB 
Preinvestment Fund may require further contributions fairly soon 
for an enlarged program of feasibility studies. 

Of the projects for South America~ which were endorsed by the 
Presidents, significant progress has been made on arrangements 
and studies for the coordinated development of the River Plate 
basin. Advancement of the Darien Gap, however, is impeded by 
Colombia's failure to modify its position in favor of the more 
advantageous Atrato route. The Latin American telecommunications 
network, the multinational project for which feasibility studies 
are most advanced, showed further progress and may soon be ready 
to take advantage of President Johnson's offer of Eximbank 
financing. Peru and Bolivia, and Ecuador and Colombia, have 
begun discussions on projects int their respective border areas. 

II. Meeting of American Presidents 

At the Summit, the Presidents took decisive action toward opening 
up the hinterland of South America. This move was part of the 
integration program for all of Latin America for which the 
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Presidents affirmed: "We will lay the physical foundations for 
Latin American economic integration through multinational 
projects." In their Action Frogram, the Presidents adopted the 
following decisions affecting South America for innnediate 
implementation: 

a) "To complete the studies and conclude the agreements 
necessary to accelerate the construction of an 
inter-American telecommunications network. 

b) "To expedite the agreements necessary to complete 
the Pan American Highway. 

c) "To accelerate the construction of the Bolivar ian 
Highway (Carretera Marginal de la Selva) and its 
junction with the Trans-Chaco Highway. 

d) "To sponsor studies for preparing joint projects in 
connection with watersheds, such as the studies 
connnenced on the development of the River Plate basin ••• " 

In addition, the Presidents decided: 

"To mobilize, within and out~ide the hemisphere, 
resources in addition to those that will continue to 
be placed at the disposal of the countries to support 
national economic development programs, such resources 
to be devoted especially to the implementation of multi­
national infrastructure projects that can represent 
important advances in the Aatin American economic 
integration process. In this regard, the IDB should 
have additional resources in order to participate 
actively in the attainment of this objective." 

The Presidents quite understandably did not refer to the amounts 
of money needed for the projects which they endorsed. In all 
cases, studies in greater depth are needed to ascertain cos.t 
as well as feasibility .. Since feasibility studies are apt to 
constitute the most immediate financial needs, the Presidents 
agreed 

"To allocate sufficient resources to the Preinvestment 
Fund for Latin American Integration of the IDB for conduc­
ting studies that will make it possible to identify and 
prepare multinational projects in all fields that may 
be of importance in promoting regional integration." 

- OfJNEMDlENTIAL --
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III. Progress of Inter-American Institutions 

Inter-American Development Bank (IDB) 

The IDB submitted its "First Work Program for the Preinvestment 
Fund" to ClAP at the latter's 11th Meeting, March 27-31, 1967, 
but CIAP postponed its consideration of relative priorities until 
its 12th Meeting, June 13-14, at Vina del Mar. Meanwhile, the 
Presidents, as noted above, decided some of the priorities, 
including the inter-American teleconnnunications network, the 
Darien Gap, the Bolivarian Highway and the River Plate basin 
development. The IDB and CIAP will now have to re-examine the 
IDB "Work Program' ' in the light of these decisions and make the 
necessary redistribution of funds for feasibility studies. 

CIAP 

In connection with the 5th IA.-ECOSOC Meeting at Vina del Mar, 
June 15-24, the U.S. Government is considering a proposal 
whereby CIAP will hold special reviews for the purpose of accel­
erating the realization of the multinational projects endorsed 
by the Presidents. These meetings, in the pattern of the country 
reviews, would be held in Panama for teleconnnunications, in Lima 
for the Bolivarian Highway, Bogota for the Darien Gap, and 
Asuncion for the River Plate basin development. Not only would 
such meetings dramatize the projects but they would tend to 
force the interested parties to review the status of agreements 
and feasibility studies, identify obstacles, and ascertain the 
relative pr ority of the multinational projects in the time 
sequence of the development of the adjacent countries, of the 
common market, and of the region as a whole. 

The CIAP Secretariat is nearing completion of the preparation 
of the Frontiers study for distribution to South American countries. 
The long delay has been due to reproduction difficulties with 
certain exhibits in the s u y. D nopes to receive copies of 
this same document for distribution to its missions. 

CIAP has not yet made recommendations concerning the Lilienthal 
Report, or any of the IDB draft work programs for the P:reinvest­
ment Fund, nor has it developed a method for systematic follow­
up on the preparations for multinational projects. If the 
special CIAP meetings on the multinational projects endorsed 
by the Presidents are undertaken, more thorough attention to 
regular reports on status should follow. 

CONFIBEN'f'IAL 
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IA-ECOSOC 

As noted previously, the 5th IA.-ECOSOC Meeting includes in its 
agenda multinational projects which will be part of a program 
of follow-up on the Sunnnit decisions. It is anticipated that 
the governments will decide to accelerate the negotiation of 
inter-governmental agreements and instruct CIAP to assume 
leadership in the coordination of efforts to bring to fruition 
the multinational projects endorsed by the Presidents. There 
continues to be great interest among the Latins in the large, 
dramatic multinational infrastructure projects, but at this time 
they may place more emphasis on the availability of external 
finance than on the indispensable local efforts. 

IV. Projects 

Darien Gap 

Unlike a number of other multinational projects, the Darien Gap 
has occupied Latin American attention for a long time. Neverthe­
less, the Summit decision should spur the countries most concerned 
to move ahead more rapidly. 

The two principal issues which remain to be resolved in extending 
the Pan American Highway through the Darien Gap section of 
Colombia are (1) the route to be selected for construction and 
(2) the financing. The route issue stems from the Colombia 
Law 121 of December 1959, which designated the Choco route along 
the Pacific coast. The alternative Atrato route is shorter and 
less costly but does not now have Colombia's agreement. The 
United States took the initiative prmor to the Summit Meeting to 
urge Colombia to make a joint announcement (U.S., Cplombia, 
Panama) for studies of the Atrato route and of the intention to 
seek financing via international agencies. A.lthougp. he indicated 
personal interest, President Lleras did not concur with the 
timing, on the grounds that the risk of a premature . announcement 
would stir up political and regional opposition, which believed 
the Choco route had been settled. 

Since the Summit Meeting, the Chairman of the Permanent Executive 
Committee of the Pan American Highway Congress, has concerned 
himself closely with the current situation and is expected to 
bring pressure on the Colombians for resolution of the route 
selection matter. If the problem is not soon decided, a special 
CIAP review of the project might be helpful in bringing about 
a decision. 

--GONFIDENTIAL 
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It is believed that the United States should continue to press for 
a systematic study of the relations among all of the elements 
involved in the Darien Gap problem: Panamanian development 
(including the Bayano Froject); the new Canal; the proposed Atrato­
San Juan Waterway; Colombian development; the Pan American 
Highway; and more recently, the Caribbean Circuit. No further 
study, beyond that of the Hudson Institute, has yet been made on 
the Atrato-San Juan Waterway. As noted in the last Progress Report, 
the Hudson Institute study was not in sufficient depth to make the 
necessary decisions. 

Bolivarian Highway (Carretera Marginal de la Selva) 

The last significant development regarding this pr ' ject during the 
past six months was the Presidents' decision to accelerate its 
construction. Though work is known to be proceeding on several I 
segments of the Highway, there is no recent report reflecting the ,Lr ' 
specific mileage added. v J.. 

lo ~ ...... , 
Campo Cerrado JL. .,.~. · • 

The National Agrarian Reform Agency (IBRA) has completed a country-
wide Cadastral Survey covering all land holdings, including the 
Campo Cerrado. New tax rates have been assessed, progressive with 
size of farm and regressive with intensity of use, which are 
designed to stimulate better land use or sale. Tax collections, 
which began in October 1966, have already stimulated significant 
development efforts by large landholders and some sale of property 
not previously in use. The taxing systel,11 is being further improved 
with better information on land use and identification of lands 
belonging to state and federal governments. One large prototype 
project using modern technology for boundary identification and 
demarcation is in the final planning stages. 

The Ministry of Agriculture has initiated the second phase of a 
national land resources survey with the selection of an area in 
Mato Grosso for more detailed soil surveys. From this it is 
securing needed information regarding land capabilities for future 
development of agriculture in the area. Land distribution and 
settlement programs in this area have just begun. A federal 
government subsidy in the form of interest-free agricultural credit 
for the purchase of fertilizer when used on food and grain crops 
was initiated in late 1966. This measure should have an important 
effect on fertilizer use which in turn should increase land under 
cultivation as well as production for the 1967-1968 crop year in 
the Campo Cerrado area. The major factor limiting agricultural 
production in the area today is extremely low soil fertility. 

G9NFIDENIIAL 
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River Plate Valley Development 

The River Plate Valley Development Program received its greatest 
stimulus from the support given by the Presidents' decision. 
Prior to this momentous step, the five countries of the basin 
culminated a series of initiatives by holding the first meeting 
of Foreign Ministers on February 27 to deal with the basin. 
During 1966, four of the countries (except Uruguay) indivi­
dually had formally asked the IDB and the Institute for Latin 
American Integration (INTAL) to undertake feasibility studies. 
Subsequently, the IDB, the UN Special ~und and the CIAP Special 
Development Assistance Fund agreed to contribute resources for 
preliminary data collection and other studies. The IDB desig­
nated INTAL as the principal organization for the basin studies 
and the President of the Advisory Council of INTAL was designated 
Coordinator. A "Consultative and Coordinating Board for the 
Program of the River Plate Basin" was formed by IDB President 
Herrera, OAS Secretary General Mora, CIAJ? Chairman Sanz, and 
UNDP Deputy Administrator Heurtematte. 

The Foreign Ministers Meeting called fort (1) a study of multi­
national, bilateral and national projects with respect to navi­
gation, hydroelectric resources, flood control, conservation, 
regional transport, industrial promotion, etc.; (2) an lnter­
Governmental Coordinating Connnittee to act as a clearing hou~e 
for information; (3) specialized agencies within each country 
to coordinate and evaluate all national studies and aspects 
relating to basin development; and (4) close collaboration with 
international agencies, including CIA.P. The next meeting of 
ministers is scheduled for Bolivia before the end of 1967. 

While the organization of the work encompassing the entire basin 
got under way, attention continued to be given to the several 
individual projects within the watershed which were discussed 
in the last Progress Report. The major new development was the 
approval of a loan of $225,000 by the IDB for the feasibility 
study of the second stage of the Acaray Project, which is the 
multinational aspect. 

The OAS Secretariat has pointed out that the serious limiting 
factor in the development of the River Plate watershed is the 
small amount of funds available for feasibility studies--about 
$1 million over a 5-year period (CIAP/123). For the Mekong 
River basin, which is smaller in area and population, $30 million 
has already been spent for investigations needed for compre­
hensive planning of the river basin (i.e., studies of hydrology, 
geology, biology, engineering, topographic mapping, etc.) By 

CONF lfiEN'f IAL 
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1975, a total of $239 million willhhave been spent in pre­
investment studies for about $3 billion in investments. 

Multinational Projects to Settle Bilateral Quarrels 

During the period under review, neither Ecuador nor Peru has 
taken any new initiative concerning the Tumbes River Valley 
program. The flare-up of tensions last January regarding this 
long-time border dispute have made it particularly unlikely 
that any fruitful negotiations could take place for the time 
being. 

7 

The Presidents of Co ombia and Ecuador recently met at the border 
town of Rumichaca and agreed upon measures to implement the two 
countries' frontier integration treaty. The recent successful 
drilling for oil on both sides of the frontier adds an addi­
tional factor in support of collaboration by the two countries. 
A border integration connnission has been set up, and the two 
Governments &ave been at least sporadically in touch with the 
IDB regarding possible assistance to this binational development 
effort .. 

The Presidents of Peru and Bolivia have met in recent months to 
discuss joint development projects. Both governments have been 
in contact with the IDB, initially to discuss the transportation 
needs of southern Peru and an additional road transportation 
route from Bolivia to the Pacific. The IDB is interested in 
financing a study for regional development of this area, possibly 
involving the ultimate use of the waters of Lake Titicaca in 
agricultural projects of interest to the two countries (and, 
conceivably, at some future date of interest also to Chile). 
The !BBB is likewise conducting a transportation survey of 
Bolivia which will also include an analysis of a proposed new 
road from Bolivia to the Peruvian coast. 

Use of Satellite or Aircraft for Surveys of Natural Resources 

Xn inter-agency team lead by NASA visited Brazil March 16-18 
to discuss a proposed agreement establishing a cooperative 
research project using instrumented aircraft. O"Qenin.g discussions 
were held with representatives of the Foreign Office, the 
Brazilian Space Connnission (CNAE), the National Research Council 
(CNPQ), the Ministry of Agriculture, the National Department of 
Minerals Production, the Naval Research Institute and other 
interested agencies. 

CONFiDEN'fIAL 



CONPf1'EN1'IAL----

A Brazilian committee under CNPQ/CNAE sponsorship has held 
several meetings with interested Brazilian agencies, including 
the Joint Chiefs of Staff. Arrangements have also been made 
for 14 Brazilians to make a two-week visit to NASA and other 
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U.S. remote sensor installations beginning on June 18. Following 
their return, U.S. experts will again visit Brazil to assist in 
finalizing the joint agreement. The estimated date for signing 
the agreement is September 1967. 

Teleconnnunications 

The IDB and the United Nations Development Program have now 
agreed to collaborate on a feasibility and preinvestment study 
of the general requirements for creation of an Inter-American 
Teleconnnunications Network consisting of radio, microwaves, 
cables, and earth statLns. In this network, all Latin countries 
would be linked among themselves and with the rest of the world. 

In addition to the Presidents' decision, impetus for the proposed 
study, which will require one year a~d cost approximately 
$300,000, was given by a recently completed study of space and 
terrestrial connnunications compiled by the consulting firm of 
Page Connnunications Engineers, Inc. for the IDB. Among other 
recommendations, Page called for the construction of earth 
stations in s~ven South American countries, Argentina, Brazil, 
Chile, Colombia, Peru, Venezuela and Uruguay. Six of the seven 
listed nations are now either considering earth stations or are 
actually implementing plans for construction. Uruguay is the 
country whose views remain unknown. 

Representatives of the IDB, the Inter-American Teleconnnunications 
Connnittee (CITEL) and other groups met in February to develop 
terms of reference under which the Bank will promote the 
development of an integrated network. 

Chemical Fertilizers 

Since December 31, 1966, the following progress has been made in 
the use and manufacture of chemical fertilizers in South America: 

1. During January and February, the CIAP Fertilizer 
Consultant collaborated with an Iowa State University 
economist on a study on the "Fertilizer Supply and 
Demand of Peru." In Uruguay, he completed a study of 
the "Supply of Fertilizer in Uruguay" which is being 
published as a TVA Report. 

GONFIBKNTIAL 
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2.. The Canadian company, Minera Bayovar, for reasons 
as yet not clear, has stopped development of the large 
Sechura Desert phosphorous and potassic mineral deposits. 
Although other companies are interested in developing 
these rich resources, at the present time no work is 
going on. 

3. On June 10, at the request of the Government of Peru, 
a team of TVA fertilizer technicians began a study of 
the present and potential fertilizer industry of Peru. 

4. With assistance from AID, TVA is establishing a world 
f ertilizer information service which will be available 
f or the development of LDC fertilizer programs. A TVA 
librarian will also visit overseas libraries to make 
mi crofilm copies of foreign publications on fertilizer 
technology. 

5 . The IDB is negotiating with the U.S. Geological 
Survey for a study of the sources of fertilizer minerals 
in South America which will be more complete than the 
" Sources of Fertilizer Minerals in South America, A 
Preliminary Study," Geological Stlrvey Bulletin 1240, 
which was released November, 196q. 

6 . As a result of an AID-CIAP survey questionnaire sent 
to all of the Latin American countries on the names, 
capacity and nature of fertilizer industries, there is 
now available a complete registry of the Latin American 
COJllpanies engaged in the fertilizer business. 

7. USAID Missions, TVA and CIAP are jointly sponsoring 
a 16· week training course in fertilizer technology which 
will start at TVA on July 15. To date, twelve Latin 
American technicians have registered for the course. 

Financia l Resources 

At t he Summit Meeting, President Johnson indicated that substan­
tial addi tional funds would be made available by the United 
States to the Fund for Special Operations of the IDB. He also 
observed that he had asked the Eximbank to give urgent and 
favorable attention to loan requests for construction of satel­
lite communications stations provided that the projects are 
feasible. Subsequently, the President _subm tted a request to 
the Congress to include in the new IDB authorization the sum of 
$150 million over a 3-year period for multinational projects • 

.--- CONF IBEN'flAL 
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The contribution to the IDB would be made with the understanding 
that Latin American countries will contribute and that the IDB 
will allocate sufficient funds from its other resources so as to 
provide a total of $100 million per year for three years. If 
Congress approves the )?resident's request, the funds available 
will be more than enough to finance the construction of projects 
that may be ready in the near future. 

There may be a much greater innnediate need for funds for feas i­
bility studies, especially for these coµntties which are 
accelerating the negotiation of inter-governmental agreements. 

V. Current Problem Areas 

Among the five problems discussed in the last Progress Report, 
it appears that only the matter discussed in paragraph 4, 
relating to earmarked additional funds for multinational projects , 
has been resolved. In addition, the following matters have 
become of concern: 

1. The slow pace of inter-governmental agreements has 
impeded feasibility studies .and seriously postponed the 
schedule for realizing the major multinational projects. 
It is hoped that the special CIAP reviews may speed up 
this process. 

2. Another problem area has been the reluctance of the 
IDB to permit CIAP to make reconunendations concerning the 
priorities of the Preinvestment Fund Work ,Program and its 
very slow action. 

3. In some cases, the Latin American countries may tend 
to become over-organized, which would be as unfortunate 
as no organization.. Thus for the River Plate program, 
there is now a "Consultative and Coordinating Board" as 
well as an "Inter-Governmental Connnittee" with no apparent 
connection between them. 

4. While the Latin American countries have a great 
interest in the multinational infrastructure projects, 
they may not take steps to make the financial contributions 
expected of them.. The Preinvestment Fund, which was estab­
lished about a year ago, has not yet received its first 
contribution from a Latin American country. Failure to 

CONFIDENTIAL 
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contribute to this fund and to the IDB Fund for Special 
Operations may affect further U.S. contributions for 
multinational projects. 
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5. As the construction program for multinational projec ts 
advances, care should be taken to include a number of 
self-liquidating or revenueQproducing projects in the mix 
in order to avoid increasing disproportionately the deb t 
bu~dens of the countries. 

,_. CONF!DEN1'1AL ---
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MEMORANDUM 

THE WHITE HOUSE 

Thursday -

MEMORANDUM FOR WALT RO 

Walt -

Before Linc left for Mexico City I discussed the "Frontiers" paper 
with him. 

He agreed to the proposition of g Lvmg Sanz a sanitlzed copy of the 
paper and urging him to use this, together with the Lilienthal Report, 
in putting out a CIAP study on the subject which could be given wide 
distribution. We would tell Sanz that our experts would be glad to 
work along with his both on the text of the study and the accompanying 
graphics. 

ARA has gone over my sanitized .version. The changes in the text 
are marginal. But they have deleted the maps on resources on the 
grounds that they are incomplete or their accuracy cannot be vouched 
for. At my insistence, they have left in the appendix with the listing 
of all the projects, actual and potential, and the corresponding map. 
A copy of the ARA draft is attached. 

Next Monday Herrera is scheduled fo brief CIAP on the Lilienthal 
Report. After he makes his presentation would be a good time for you 
to give our "Frontiers" paper to Sanz. With this schedule in mind, 
ARA has rushed their version af the paper to the printers. Enough 
copies of the paper are being run off to give each CIAP member one 
if we subsequently decide with Linc that having this number floating 
around would do no harm. 

Wl-t uv--
WGBowdler 

Attachment 
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role of hith~o unused (or un4er-UtilU.e4) lane! emJ m :tum.l l'eSOUl'CU ia the 
l!uonomlc devel~ :Of' .South Amer.tea. 

:Alrt om Meka to put the problem in a aene:ral econaxd.c pe~tive. 

Part TW'o ~11$8 the ebaracteri.Jttic1 aiut potential! ties or the pr1J.lei-
pal utUlerdeveloPecl reg:tono an« the· l.ocet1on ot ftljo·J:i' un:tappett mtw."Bl reeottt-cQ. 

Part ~• tNlmlllrtzea tho proJecta un4.or ~or un4er mrammtion. 

Pa_rt_ One_ . ._ 'lhe Eco.nomio _Bl_ c_ -~- - - ·- - · -_ . . - - 1f . 1 1 - % . ·_ - . F Pt' Ji 

A population 4etw:cy mp '(Figu~ 1) reveal.a South America at a 
c-ottt!.Ueitt vboQ.a people et11l live•* al()fjg tho ,_coaat11 or close to 
them. A vu1t uitpop\tl.atect ... or be.re~ pop\l]Jited ~· Utt.nor boeko~ •n4 
ebttl.lougea, ea it hal 40lle tor severol centuriea. 

!Ibt result is a p:rocluct ot seog:a~ aDd economic bitJtory. 

~. location of moUAtaU. J:•Ul8$$ aba ••ce~t• s• ~ll a• torbic14i­
trop1cal l~ Qli1 l'lin toretta (F.l~ I} tO:I 111\lr• J) 4ec""4 that 
mei1 VOUlcl tirst eplo1 t thtt 81.'aole land notn• the ecatt or acct•aible to it• 
'J:he. XJ1418n population, 1 t ia twe, rem~ v1 tb4nlw 111 t1* Al14tdn 
cotclil1•xal sud •ltiplan.o, m1U.ta1dtlll a 41$t!Dlt o\tltuml atl4 toeUtl lift*J 
althoush the impac·t ot modanl publ1e health--~• Ml crettte4 popuatiol\ 
pre~ ift the Pl•t geMmtion. Mote0Yer1 Jai~llS, tiJl'ber (ab41 -at Otlft 
titne., hra1ot11a11 rubber) / ·c!rtw eomt e!lt#.trpd..G.<i to the intwtor, l.\lt thO 
south .American. iu.tet'.!.or wa.a -· &114 b)r' aD! largo remd.M ••a 4ittic1ilt ant 
~ive t.tolit1er to exploit. 

nie ti~t two •Jol' pbaaa ot Soutb J\meftcan eeo110m.ic 4evelopu.ent 
reUltorced the bias ot mture. 

South America developed, in the nm inutance, a.a a ·supplier ot 
agricUltural produata at¥\ l'eW aater:Ulla to Eu.rope, •114 then, to the trn1t04 
Sttltt;Ja. 'lhe mod~ ola.euts. in South Amor:tcan lite ,,.,.,. thUJt tocuae4 
aromd tho port-01 atlA a ~um attached to agricultural ~l.OlJU*lt ir1 
res10lia cloae to the a.eOllet or eco.-..ible by rail or road. 

Ovor the last 30 yeara South Americ• upol'1$11Ced 1 ta. t1rst lll'lj o-r 
pbaae ot tticlu.atl'iali1atioth !the in1 tial lea41ns fee tor in industrial 
~ btio been the production ot c~r soo4a in DUbatitution tor imports. 
~· JXGrkets tor .u,ch goclds wero, mt\U"lllly, e:tttJt.ing centera of popu]J\t1on 
atd ~th. tJ.hWI,. tho coaetal citiea built up to mmge South Amer1ct1'a 
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Uttona·t1onal cOlflllOro.e became the toeus tor 11\dust.rial activity. 'Ibe 
cauatal bias in South .AmerictU\ 4ovetopment haa thus rein.toroe4. 

~tbs 11Ut1al in4uatr.tal pbae o~ South Americau d.wlopnm:st ••· 
accaa,penied ~ a rite to etteetivo ·Political anct eoc1a,l Polf*i' of \U.i>ln groups. 
Invea~t Ul ititraetructure, houa1isg, eAucaU.on, amt belth vat1 41.tpropor­
tiomt~ eonaeJltrate4 itt the coeurtal oitiea. With certa1U J')Otable exceptions •• 
tor ~le, · tht: builcling o~ Jira•ilia ... the &rrlelOI;Cent ot the South Amerlcen 
11\terlor and, indeed, of agrleul ture in genera.1, Vlllt :relati vel.1 neglected 
over the . ~~t generation. 

Sou.th .Amoricai now stands. at a IJtage 'WheTG it ia~ approprlat<t to lbOk 
atre.fJh at the potentia.11 tiea, ot tb• trorttiore tor the toll0\l1Jts reeeomu 

· - ~e &man4. tor toocl (novins tl'Ul1 the ~ton ot population, 
in.can.ea, e»il \U*'blanilation) ie 1ilerGa.ains 111 the restoA af a '4lole taater 
thari fco4 production. 

·- ~o impOrt sub•t1tut1on boca ift. co.-raa goo4a to>:- urban mrkota 
"'baa cltarly lost its power to ear:)" tprward 1114ultrial1•tton in mottt ot 
the Soutb American count.nee. 'lhq mu.it tum nov to ¥14~ their &:>ieatic 
ma~ta, 41 venityittg thei~ :tore!gn. •rketa, Ind building tUi efflcie.llt 
capital good& ban tor their induatrlal 1tructuret. 

-- 'lbe impul.Oe to econan1c il\tegx&t1on . i ,f -therlftS· •t~h u.ndel' a 
~uro of econanie, poUt1cal, and Plfchological i>resaurt)sJ enc! the 
4fie.lopnent Of $01n9 Of the potQtial tl.$V landa roquirel CQOpfmlt1011 amo4g 
South Az1miean_ -eountne• as well as between them and the internetioml " 
timticiJIS eQDm\lr.d. ty. 

- · ~ ~ ind.uetrial and teehnologice1 · competence ot South 
America, camb1nt4 with new technology Bn4 capital available fl'OtQ obroe4, 
mkea poaa!ble nov the econanic dcvel.opa$nt ~ lama reg10!28 hi thort·o denied 
by- mtux$l ·m.nten, ao11 U.m:l:tatioila, amt ed&ldc diaeaee. 

Ill the next phase, South AJne·ricaA i~t.naluation ~t move toward 
ettic1oUc1 am •turit)"J tnarkOt• must be wic!ett-4 and 1inkt4J the xsc• between· 
tood production and 4GrJBn4 11il0t be won an.l, lnlleed, South America eho\114 
become, agaili, u new. :rood exporte-rJ 1 ta UMXploi te4 m t\C'lll ~ourcu -.i1:t 
be ptit to work to prov14e chesd.cal re:rt1U.care, ailieretlt1 abA tu.el tor 1 ta 
ow 4evelopamt and to erdargo foreigti exchange· e.J.1d.nge. 

1bere is, Uius, an U.t1n.ct1ve aid 1»roper :teeli11g that the- opeing up 
ot hitherto \lm>aed UM erut roaourcee coul.4 atld tbou.14 play an ilnporttult ~rt 
111 this pX"OCas. 



J.lut wlult i:ert .- and how big a pirt -· ®pends on ensvera to cllt:ricult 
and bxportattt econanic que·at10J2S. 

'lhe South American interior is not, by Bt\1 mauw, a rich, open fertile 
region like the great :pl.ams ot itorth America. Ito 4evelopment hea beert thus 
tar 1mpoc1.ec! b7 reQl 1\lctont 

•• the high coat ot acceaa and ot tmlisport1ng its products to mrkotl 

.... the high co•t of eatabllshing aottlam.c.tXta v1;'h cam:aun1 ty fac111 ties 
an4 iaocial intraatructure ot the -kind avail.able 1!l ea.aatel reg10114J 

•• e-Omidel11ble lack ct lalowleifse an4 techntcal 8181Gtatice me08tMfl7 
to bring tho soila iilto etticient UOGJ 

... in ooma ciusea, the conti=ued prevaletlc• ot uneontrollo4 tU.eouseJ 

•·-in •ane cases, levs1 public pol1c1ee, an& t~ormtioml tr1ct1011$ 
ldlich 111h1bit the oepM.JJS Up ot nw landl an4 ~t:>~tut. 

:t11 lhort, what IDWlt be eatabUahtd 18 whether il\vea~nt in tho opening 
up o't 'Dev laM will yield g:reeter benefits with nll>4t to agr1cu.l.tural 
produet1cn eu:id productiv1t7, nett_ reaoureet, an4 _'Vllene4 txllrite.t8· t~ iitvost• 
meut to thQe enda U1 tho more develo,ped i:estona ot Gouth Ameli.ca. Moroov«rr, 
the _ cbdgee 1il lav; policy an4 _ tntena tioml agr~ta rGq,\liro4 tor th1I 
eooi1.ad.c exploitation ot umise4 ls.rt<! and mturel ~- JrWlt bf; i4ent1t1ed. 

!!he lll11W'er to these queotiono ·mwrt be establilhocl r.egiO?l bl' region an4 
proJeet -by project asaitmt the background ot ex:r;an41.ng roaearch and explore- . 
tioliJ for, de$p1te the powertul attmct1or.t to a4vunturous 11111148, ot the 
SoUtb American interior, theM is a great deal we 4o not know. Xnveetaietit 
dec1t1oiltt JmUJt be based o~ the allSV$ro to these queet:t.ona. 

l'evortholesu, it io poaoible to mp ~ the potent1al1t1ea el1d to 
auggeat vbel.'"$ eM how to move toi'"Ward on a rational basis. _ 
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. . liaaUM ~ their 1ow ftflilit71 theM a:rttaa re&!ft ~ UllUl.ledJ 
although clfOJ1»tit8 u t»SttbJAl cm ro:-e*4 2lmda m.!er ehlftltltl cn4t~:vatlonJ 
wbSla oattlo tP*IUtti u Pftl<Jt1ee4 en the •vmina.h• at low~ oapa.c1ty. 

:cn tbe VG'Jf't 1o.rc 111ft, tt la »oealble thri.t acwtd.a4'1cate4 ten~ 
app11catton at'd l\dtabi. aon ca'!Mf\"ation ~tie•• ras&b'b fth4a the• 
~ ·Fo4mttw. ~, ~· -- eto_pe, lilol l'Ubber1 are poaalble 
Vb.en ~ _,,... ~- · Du.t,. tt11. the· ton~ ftdnzft, tm1.eu .,,. 
~ GI otblf2' -~ ~· a:l8· 4isctM1""41 818._.Uo OCOIUIDic 
6'v9~ ot \hit ""' ftgion aoea l10t ·~ to be of h!ab ~ty. Pop• 
u1atton •»• of SoLlth ~ oa 1!11t27 to oOJttimll \o eX!d.b1\ a •et aqptr 
·~ ~ _,,,, ~, \D\llaa tbet\J ii an ecOllmicellt &lab'abht ~· Of 
a.aadna· tbe n~ to couvvn the~ Bl.o·ift Into· a vast Jake. 

F!•t· -~*low~_ (f'100d 12Atn•l• ·~ /mz()fl lU:vew tlCOd pla1na 
•taw aft - ·~ e,,oooor\Ull iiUiaJ IJ;lj! tbe ;flood »laSDI or -~ ·~ 
181'.&44 aaobbf• aaa ·ot· •«ldle:t aat. ~ :E11UUSan Hin11'17 ot ~tm:rt 
!a e«dua'iiftJ eq~ttou Ind ft~ 1st; •ltA141ah ~ these regtQla an 
capal>JS· o-~ ecarxas.c t:.»1o1t&Uob. ~ ¥e»llrd4~. ot eo11 ~uu 
~ tlocd.1fta ~ that ·i'iee ldltt' 1* econc.1ea.1lt ~ 1D tbeee 
~ .aria watlJJE b\tttt1o atsht bet ~ an:.~· ~1tatant to S-1itld!c 
r1ooc1tn1. A1thoua'b a tw aeaa ot h1lbe lftve1 ~tu ti. ·zone BN beins 
oucctt~ CJUlttvatedi irlJCh ~ "$118.fth 1a ~u!ftd to eetabUlh · 
whtt'Mr ~ aar1culturta1 ~ t#QI tbu n~ vou14 ~ust1f7· tbe ~nabe 
~· ot vatta Cb~ ft~•· 

ti ~· ~ ltb1i ftlat1~ ~- J'egiOll C(Us.atll of 
an nttmwr:· ~ -~ ·. ··. aft4 ~ bWs ll1 • . ~belt ~i-
alona tt. eaatam toow.u. ot tJit· .Am!4• ~ ~1a, thJ'ougb ~!a, 
~,Pew, aat !oliv!a, Xt u....,, tMn 31000 ldJAle tu le!tltbJ 10.S,P 
mile8 SA v!dthJ al14 oertt&S.U l't~• 3 !d1JSon ·-=-ct ua'blt 1al14. 

9lt foUo.dnC to.b1e ~ in41catea the relatS.'V9 ox;pcmtd.cn tu arable· 
Jatl4 !uvolvtll fol' et.ch of tba. tour e.o~a. 

~lad~~ .. ,~ .. ~ 
(1,000 aa••) 

P- ~ .. I~ !$1 

1'0 
150 

1,200 
saoo 

11,s,o 
a nmn . 171'1V 

4,500 
G ~-AA. 
'16t>VV 

lb\ Of tb1a 1a:b4 ls to?Ust or voodland, but thew ue Batlt a.a.vannahlJ, 
QQ tho. vboJAt, tht• ~bat. a4fquate but moderate ta.1nta11J btt~ .<ba~ 
4114 bettett aoU teritUtt thaA the 11et, trapica11owl1Uid• vhieh act.1oin It 
-to tbt acutb ah4 to ·the an. 

UdlJ 18 \be terra!n ~lob the 'catfttera 14U'sim1 de la_ Sel~ ta ·dsa1Sm<l 
to tns.wroe. Tbt ~ acceaa tcG4a AN being 'buUtJ settlaa aN movfDg in; 
but ~-hS&b owt of 'Wano»mtSJla it• commrcSAl ~ta to -.:rkltt tenlln .­
aria 'ttW. ~ . .- a ~Jd to be ao1ved tft tht t\.rtu:nt· b1 a ~ Of toa4 



11he region ia a good potential source of meat, da1r;r produats, tropical 

focds, tobacco, tea, and other cash era.pa. A hilh p:reld.um v1ll attach to 

precessing in the reSion to reduce tnmaport oost.s to mrkets. 


b S!f!RO. ~~· A broad belt o:r n>lling lands :runs south of the 
Anazon l!u1n1 ttaa tiiG Mato thosso to tho &lo J'.rancisco R1vei-. 'l'bis vast 
&Na io caveftd ~ acrub er 10I forest ~eed with savanna.he and. includes 
at leu\ 4oo million 8.Cft8 I 8. large· part of W1cb 18 topographi~ and 
climlticaU~ suited tar cultivation. nte low retUi'bT of the soil will 
nqut", however, correction for nutrient det1cienaea.. Boeearah (1nc1u:\tng 
tlat conducted aystemat~ b1' the x.n.x. Besoazch Inatttute) indicates 
that h~ aceeptable yields an possible :tci- corn, beans, sorghum, soybeans, 
tara;e, afti fiber cr.a;a, as wll u cattle. At the present t1-, ·vhlle the 

J;DpU].aticn ta pusb1tig into this area, 1-b retlll.Slm WJ:Y' 11gb~ sottiea.. 
Massive settlemt.mt, howe~, muat be 490cmpa.n1ed by a sophisticated use of 
tecbn1cal knovlede,.tneludtna fertilizer appUea.tion.ttnlhe cx1st1ng (and 
e~ble region ttcm Sao Paulo to Porto Al.ogre 1.a eitdent~ capable ot tu:r­
tber ttuitfUJ. development and should en.103' higbez- pr1or1eyo in BrazU1an 
a,sr1eu1tu.x.il ~nt 1n the~ bmBdia.te~ $head• L1lal the Andean 
piodmOnt, thia iG another llll301' Ngion for system.tic future agricu1tural 
developnent 1n South .Amerlea. 

b, Om.n .a..,c;o. and. .Ozmn Pantaml.. fJ.'b.is orea..inc~udes Central and 
NC>riliwestem ~'H~.m Argentina; Eaetem Bolivia and the drainage 
system cf tb<t ~ Biwr in Brazil. ~e Chaco 11 <U.vid-4 ttan the Pantanal 
~ by the· ~ IU:ver. '1ho min ditterenee between the two areas 
is~· Much of the Pantanal 1e flooded ttan November to April, While 
the Chaco 1& wll ~1.md and has 14ss rainrall. Both ueas have a pronounced 
~ «leason 'betw\Mn ~ aui September. DlB to its sise (pel'haps 4o0,ooo Of&U&re 
Ud.lee) the area is important tor tutun development, but v1ll b<t costly to 
develop. 1!le Pantanal v1ll :req_uire extens1ve drainage works, dikes and roads• 
'!he Chaco med.a :tr.d.gation, 1n ~, betore it can 'be :l.nteJ.'1$1w~ used. 
Ext4nsive use in gram tarm1ng and ~roved forage production 18 posa·ible 
w.lthcut h'Tisation. 

!\VG);t Pla;te J?n.~ ~ts· 1'.hia is a l.arp area which is composed. ot1
the ~of the~, l?ara.Jla. and Vrugua.y Rivers and their tributaries. 
It extencbJ south fl'Cll1 the Mato Crosao p~ 1n Bra:.il tb:rough Centre.l 
am Fe.stern~' the bx-oader areas or D.ta:.11 and Uruguay along the 
Urugua;r ltiver and into lforthoaatern Argentina (provinces ot E!Rn Bies, 
Cottletlteo). ~- waters flow into the Argentine delta Q'ea Where the Uruguay 
and Pa~ Rivtmif converse to becam the Dive~ Plate estuary. 'l'heso rivers 
t1<M tbroush the svamplams of the l'antanal. ?Jct irtrraquently the r1vero of 
this qstem reach a flood s~ at which they imnmdate vast areas a.nd cause 
grave econanic damp. 'l'hia cec:unied in the Sp?1.ng ot 1966 1n Entre B1os 
in Argentina. . 

Parts of t~ riveT system. are being studied to de~rmine navigation 

potential, particularly the ~ River vhich runs t.li1:Jough Asul1.cion to 
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thG l>c:lta. . It cOUl.d bo ~ . tlajor transportation o.ttel9;f trom. the ~ll·~ 
~via . int(\fi~· . ~ u.u. 1tl f1Mt1c1na a a~7 or aoutheastem ·~· 
vhich VW. inc+Ud.t tbO· ~ tJ14. ~. llivel'S• · 

l'oWei" ·~ bave been cQXtPloti<l e.M bydroa1f!qtz.ie tacilities are 
b$U1s ccm.lttuoted bl1 ~Watl .-ive~ which t~l tb1a eratem. Ptve10pmftnt 
ot t~N ~r oltes in Bra.Ill vU1 k\w an itut>9~ etteot on the dow'Jl$tl'emo. 
vateta tn ~ ·mkl Arsentilla. ~ Soito Orattdo ~lectrto ~o~ect 
f):b Cone~, .Araent~ vh1ch vU1 a~ ~tt to A:g~uttm ·tmcl ~ 
u· .~rw~!n«· · 

'lba~ u ~ .sr~ Nc:oBXtittou . ~t tht l?OW'Ot, mvisation and vato~ 
rosO\n'Ceo or tht .rivera .tihOUlA be atuaidd *Yit$tlat~ tm4. vitli tbe. view 
thal,t .~ rtSictt f- ·~ QCChad.C Utlit. ~ t>t tho rl\'Or 1S1•tet1l !Jt. lta . 
totalitt vil1 teQ.Uire coopete.tlon .atJ4 .~~ ~ the. t$.vo· c~iba 
1nV<>1Yfd• ?ftlt) 4e~~nt ot ·the .river ctste couid . be the bt:l#U for a multi• -
=.ti~ ~~.nt ~4 tbtJ. estab.lia~nt or a. eoordimt~ dtwlapment ~tie:t'• 

!l.'hS . Ri~SeJ) Po.u10it»uanoa . ~- Ax!s. . Looldl18 ahee.cl to .th<i •eOtttadc 
1nte~t1on · qt .14t1n Amonca1 the ot~~l'rl.n« ot ~rt llnka between 
a.ttoo Aire# an4 tM ind11$.tW,4 tdlJmdf!: ~ »raiU (~o. Paulo, mo, Minas 
Gontil) ·txakt!0, ~ • . lt_ h ·not too · ·t9~ totehe4 to Nsard that region ao 
con1tituting ·in• .tho ~· ot South ~riec. • PQtent1a1 fllStrol>olitmi strip 

·~~· .~. tb4t 'bttwoon ~ (1il(1 Nev Yo~k 1U tba Wite<l StatQs • . ·· Xt 
aontailUt the . t-lch~·>tJ~ 11.PicUlttn-al aree ot nra~u aG ven aa ~ •· a 

. c~.~ <?OU14 ttnd .its deetill1 aa an ~cuitu:rai, ctmm:rcial, N14 
1nduatrl.Al component Of thia larger canplex. 

On.d· »·roloct. vhich vould. px-obab~ . be Jttt)t1tiad Within th&· cleca.do and. which 
voul4 4rwm,tua .tma. iiecelerato this. linl~ voulA boa bl-~ over tht ave~ 
~tfl· -~ Corowr .tbO ~ MltqJ • . ~- cont~t1011 ofwa~ 
~ aitl10t ~-~· avkWartt ·too.a c~eatlcruJ be~~ that cente,1' ·BM 
the nston tQ the ti.oX'th. . ~rovea. tedt .ce1"V!Ce across the ~~stuar:t ts ·t10tt 
eont~todJ bU\ • br~· Unk inight ~v.t 1JBJC>r 41rect an.a. ~c~ ettcctts 
on the cl.ew~t ot the vholo sou.thtAtc!nt s'3otw of the cel\tin~~~· 

.. , .~ ~· . ~ ot ~ ~ tm.po~. 4ave1~nto going . fOiin\r~ ht 
SoUth Aioet1ca u tbe· Cftation. 1Jl . Venezuela ... ot tM indus~ ccmpl.ex at 
~ ~<:m:l de ~' 1oeatefct. ii\ ~ .. ~1-al rich e.rta a\ the co~tm.dt1on 
or tht. caton1 iti4. ot1noc:o nt~•:· . &hto ~ 4• Guaya.M wao a ... -w:~ 
ot .. tf.,000 in i9SOJ i'ti ~· ex;pectoa:to ~~ll A lUUl.tlpltt ot the• 1960 po.pul.at1on 
or 100,«>g 1>1 im.: ' It ~· 1n01ua.ea, 111 ~t:l.¢n to ~loctl'i.a 
ter.cUttie11 ·"'· etff1 mll- .: A ~o:lnt ~nturo dtb ~ .A.luJn11tttnl c~ .10 
e:q;Octed toil t.b' qc:01s~etlott or a be.uxit« Z'od'UCi!ls plant. »oth u.s •. Steel 
atJ.d.• llethleheni. '3Wol ·cond.uct U.on ~Uons under cono$aa1on cgrC.~nte. ·~ 
emrseU4e ct thiu 1JJ.duatrial. centeit ~•ts th<J ~sslbUity ot Un.'n!ge with 
~· 11h<nao tntc~ot itJ beinS el;Plo:ed, / , 

I11 b~. A · ,~ •.s •. ~~.!,tl1e.n . .. th. d ~.otential a:re .. a.a. fo'J*' turthe .. ·· -- , ~ 1ana. a.ve.·.· .·1
1W\M +~ ,, , ..... .,,., ..... ;.>' ... . .. . ), ~ ,, , I r11 """""V-

JX¥)ltf; in SOutb &~1cii ·:-c~iti~' "'ol' a cot ot vcasibilitiea tor movina t~ · 
th(t tnw'ric~· u tiPCcit1.a a.iroctiow.is south ~ .tha Panat?Q CanalJ .ea.at 
e.c~• ·the .Andel 1nto tb.6

1 
long piedmont •tr¥ vest into ~ Cerra.do. 



In a.Mition, the b':rigation, tl.ocd cont~, s.rlgat1on and ~lectrio 
potentiel. ot tht Bi VU' Plate. "8lle1 system rem.in to 1- eJ"»loitodJ the great 
u:tban. cdte~• l'4 tlut •cutbeaat to bfl bette7 .linka4J and tblt Amazon ncoa 
»la.ina an4 ~ to be nt1om117 4e'V91oped. AU these a.a v1ll •quin 
8Ub1>tantsal. ~tue· ot capital tor ·~J. tntraatruotures ana, in sea. 
case•,, ft.fl a!gni.tlcal?t.lt in.cfte.Std4ohem1ca1 tert111uit appl!cattoa an4 wter 
control worka. lbe7 vou14 atU11eave · tb4 gttta' tropical 1ow1al'kl rres1ou ct 
the· Aazon &tJ4 Orinoco m.wn nlatlve~ untot1gbe4. 

:a. Cb;e?dcal P•r.f;1;;1te!tu 

IAtirl American cheldcal foitUizu prcducttat :relates to the dewl.~. 
ot ~iei- ngiO!ll !ft 'We> reap1eta. ft:nt; 1cet .ot tbe pnte~ knoa 
chend.C(f.1 ttnUU._. "eou:rc•• ue located tn Utte~ or otherwi.M unttewloPe<l 
i-eglona. 'J.'htiW tltl(p1ottat1dl vU1 t.nvo1vt ~ and otbtH' tntrutruotun 
invt1tnlhtJ and the)' •houl.4 Mrvw to ~te. centen t~ vl&ar ind:uatria.1 and 
agicu1~ 4*vtlopmrn. Soccmct, SC11W ot the trcmt!e~ lan<1• vU1 requ!n 
tfl# ~~ etteot$.ve ex»loitation the app11cation ot aUbst.a.nt!al chetld.eal 
fenilileeJ to~ ~1e, the Campo Cerndo. 

'Die ~ion ill Iat1n Attln'tcan agriueltu:ra1 :productib?l tmt'# JOcent 
&tcadEJ• baa no1; ke»t· V» v1th the tncJ1eU1rlg reSS.cmal aemna to~ too!.. ~t 
ex.pa.ntion baa beeta based mSnly ca tbt C>Petdnd \'II' Of new acnagr.t. l!etween 
193~ and 19501 tal tamr1plo1 then V&8 ·onl¥ a '}'/I lnel'«IM 1ft pain 71014& 
ta l&tin .AmU-1Ca .... .. \ihole. 

lit t..'ul last tw )"efP'• attention to agriC\\ltunl. 71934& baa been tnc:reutng 
tu te.ttn Attanca, u has beo the c~Uoa o: cbnt,cal tertiUzua. 
le'YQJ'thelti1a, 1\ u cl.tut that Yio~/ t.n ~ nee between X4titl ~tclUl 
4.flml1'14 tor toed and ~'ion Sn~ V1U have to be b&M.4 ·on ,,.._tei­
attetttion to ~ultura1 ~ 11\ the c~ticn abea4 than b ·the i;.at. 
Aa· in At.rteo (but not m· .us.) thmt t• still. unused arable land to be 
~ited tn i.tm ~. ~ t1VI BmJ qw.Jn.ii2g ·up ot 1an4 v1U flOt. w:ttlce. 

Xncnaaea agricultural )"1e14a re~ inc~ appUa.:tion o~ tenillsa•1 
»enictde•, and tliQ?ftmt4 se649. It hal -~been eltbnt4d1tw ~, 
tba; . . ·. · ~ ... X.tirl JmJS .. • .· ri.· ·.·- .ftl'l.·.·.· · .•~. • . ·· .... ituft.· ·. ·. ' .· m.· ·.· IUCh. ·.·· :··.· · .. . 1tcu ... -.• .. · •·.·· .. ·.'· wt .. · .. ·.c11 ... ··.·. we .. ·· ~H· · .· .. ·. • .·bou.'C····.· ..... $600 ... · ~·.· · · .. mUicm····· 
1st 19001 ~rut ·to$!.? Jl1W.on »e~ antllll IA 1960 tt m!ftmm food~· 
l!8trt4 ·ea to be met 1n the ngiotl. x~ has been . eetiuate4 tbat $1. T billlon 
(of the $!.T l>lW.ct\ annual·~~ U 1980) c·oul.4 be amutactuft<t ttom 
J.a\Sn Aneftcan rtHU.'tee1. 1l!o seent. th1• 'Sncna• in %&\tn Azrlalcan ·p.-ocluc-. 
tlon .or ~tutl4 tmputa, u SJtvel'tilell'b or »ei-boP• $3 billion Y111 be n. 
qu!ftd. l!MI iSU'betant1al 14t!n Am9r1can tm»cri requSl'emftta t~ 1980 eta 
traa. the t~ 1\ laolal· Ja10wn »boaphate·_an4 pOtaah nsou:tca• .s.n IUttleient 
q.uautlty to ratet tld.a ~ aeman4. "'ae u dett.ile4 Ill ftcu:N 4. 

CMmioal tonUJ.ra ~tiotl la, ot cdCldtim'' •ttCUSh to being abOu'b 
an inc~• ta rte14a. It .,_t be raade available to ta:rmtn at ~ble 
price• SD au e~ixtl that al.lo inc1u&ts tau aid nlJab:Le prtc•• tor 
thctil- pi'01ucts, ftlA'vaft'\ tctclmidal an~t; erecli\1 and 1ri.cent1ve goOaa. 
levortb91fla1 (Lt.cng nth ptat10.i4et and gco4 ~), cbemic'11 tenUUe:tm 
m.-e.· ·• c. n .. -·tioal.· .. ·. tac.-.· ·· ten-..•. .. · MaJ()I' b .. · .own. · · . . · · undtvel.· oi>e·4· pcte.· n.· t ···1ali·. '1••. tct# .. · · .teJ't ... ·· · ·S.1uer 
~. ~ P\'t .th~ sa. f1el41 ct Venes•la1 !oltUa· (SUeN area), and Chile 
{tiel'ta 4411 ~). 
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c. )f!mrale 

~ ~. nsomecea or Sou.th Amn1.ca bave been mccmp~ eJCPloNd. 
1'fut »dncipal ~ area 'M11e'vea to contain taJoit m1nml1 ftlOU1"Ce• 11 
tlD AD4e1. 



Part 'lhree& Bane Proj ects_ Un4er waz or Under Exa.ndmtio~ 

_ Against tld1 backg~, it 1• u1etul to e:x.Dldue the extent t~/"211¢h . 
theao p0tent1a11 tie• are, now bei118 developed w \lnder aerloue ~1lat1.on. 
Work -1• going toner« 1n South /uneriea on, btot41J', rat1om1 l~Jtba:t ti, 
it iii prae1ao~ ill th$ moT& praniaUtg 3.411gton1 that projeet1 tn:e.A>e1ti« 
c0ftatruete4, tausi'b111tt stu41e4 md•, (4n4 re11-ea~b conducted. I AA-aepoet ot 
developnettt potential ia prov:14e4 by Figure S Vh!eh lhmtf 41x-ectiona tor 
poU1ble ru-turo popll.ation eett1~t in hont1u treaa. 

Sped.~1call.T, the problerns _ ot cloa1ng the llrriel'i Cap an. betna 
.qatematicall;v> ~4. 

•• A prelbttmrt -~tor the. Colanb-1- _0ove~ o~ the Atmto­
.San J\lan wteJ.'WllT 1• tmdenla1'J an4 the Wis Cow' aw1tills a torml 
;proposal trom th• ~t ot Colanota tor t1t11ncih$ a teaa1b1U. ty 
atu~ ot a lilltiple•purpoae project. 

•• Work eM ey1tenat1a consultation bave 'boen oraanue4 among 
tho goven=onta, o-t Coloinbia, Ecua4o~, !oU.via with re"1.'0et to th• 
Csrrttem l·ilr;im1 40 la $01 va. 

· -· J'«teMive "aearch and colon.Uat1on efforts (planned and unpl4J.'ll1.G4) 
ai:e aoUJg torwar4 with ~t to the exploititioit. ot the aunpo ce~4o 
rision ot !m$1l an4 P.arapyJ 

•• fU14 ~ (Juayam rcts.101t 1a alt active eceoui:it in terms Of the creation 
ot a nw, Vital 11\duStrl.81 center in Vemt$Uela •• we111u1 atud\y efl4 C;plora• 

· tion tn Quhpm. 
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A. 

c. 

Sel~ted Liet ot Proj ect11 Actual end Pot ent ial 

A~tim o oniza t1otl • • • • • • • • • • • • • • • • • • • • • • • 
Airport Development • • • • • • • • • • • • • • • • • • • • 
Rio Be:nnej o l»volopnetxt ProJeet • • • • • • • • • • , • • • 
Rio J)u].ce Project • • • • • • • • • • • • • • • • • • • • • 
Pastern Seaboard Mtgelopol1a •• Rio to Duez1o• Airea • • • • 

:bolivifl 
Colcinitation ot the Int erior , • • • • • • • • • • • • • • 
Alto l:3en1 Colonilation • • • • • • • • • • • • • • • • • • 
Okinawn Colonie• • • • • • • • • • • • • • • • • • • • •• 
Lake 'r1t1caca Davelopment • •· • • • • • • • • • • • • • • • 
Ml.t un Iroa Ore Daposi t .a J:>airelapnent • • • • • • • • • • • • 
HalarJ.a Eradication Progntm •••••••••••••••• 
Hemorrbag1c J"•"V'e!' Control • • • • • • • • • • • • • • • • • 
ru.bemlta-Gua)'1lamar1n nau! •••••••••••••••• 
r.a.1b111 ty ltud1ea • • • • • • • • • • • • • • • • • • • • 
Mineml Surve7 an4 Oeolog Trainins • • • • • • • • • • • • 
Abapo Irrigation. Pt'oj ect ••• • •• • • • • • • • • • • • 
carnteia J.llrgim l • • • • • • • • • • • • • • • • • • • • 

Brasil 
Ailina• Reform and J'rontie~ Development ••••••••• 
Education tor l\ual Jlevelopment •••••••••••••• 
.Agricult ural Outpost ColOltf • • • • • • • · • • • • • • • • • 
Mo Gran4e to SUl lforth Pro4uct1on Daa4 • • • • • • • • • • 
Forte 1918 ·Dra•il.!.a Kighwar • • • • • • • • • • • • • • • • 
Paramgua • J'Oll 4o Iguacu lti-1 • • • • • • • • • • • • • 
Rto • Se.lvador ccaatal Uigbway • • • • • • • .. • • • • • • 
!elem • lnts1l1a Kie;hway • • • • • • • • • • • • • • • • " 
Frontier and Penetration Bce4a 1ll the State of !9ra • • • • 
B:maille-Acn-Peruvian !order H1ghway ••••••• • ••• 
Work Fron:t l • • • • • • • • • • • , • • • • • • • • • • • • 
Boll Eapemnca ~- • • • • • • • • • • • • • • • • • • • • • 
Frontier Act1 vi tiea , • • • • • • • • • • • • • • • • • • • 
se~ Quec1aa E(yc!roolectric Project • • • • • • • • • • • • • 

A·l 
A-2 
A•3 
A-4 
A·5 

X>. "'P:UY.~l'.la'.1·: ~~ .--,. ,:;..1Ua . 
. -Air Trli-rt (7maib111Q- Stuey) •. ••• , • • • • • • • • J>.l 

!el:'t.lieo lU. ~ Barbor. • • • • • • • • • • • • • • • • • • • 1)..2 
Penet ntioll Boed&i to thfi Interior •••••• , ••• , • • J:>.) 



m (Continued.) 
ao·va ...... nm-· - Soila Investigation • • • • • • • • • • • • • • • J)-4 

. Mineral Reaourcaa l>a.velopaent • • • • • • • • • • • • • • • »-' 
Ae~l CoOpbyaie.al Survey •••••••••• • • • • • • • J>-6 
Foreat Induatr1ea X>evelopnent Stu~ • • • • • , • • • • • • P..T 
Atkinaoa•iticKemi• Roa4 • • • • • • • • • • • • • • • • • • J>..8 

1. Colombia 
i'Ot1

exitial Colonization Projects • • • • • • • • • • • • • • E-l 
Eaaic Beaourcea Survey • • • • • • • • • • • • • • • • • • E-2 
tenet S.ttlement ad Im.proved. ?and Uee an4 ~re. • • • • • E·3 
lht1oml ~n1. tor1d Air Jhv1gat1on Sel"rl.c• (SADa). • • • E-4 
Mineml neaouree1 Surve:r. • • • • • • • • • • • • , • • • • f.S 
Potential 7easib111t'3' Stu4ieo .. • • • • • .. • • .. • • • • • E-6 
Preteae1'b111ty and Fee11bil1ty Bto.clies • • • • • • • • • • E-T 
Atmto • Sau. Juan Vaterwat. • • • .. • • • • • • • • • • • • 1-8 
Colombian•F.cWldorG&it. Economia liltegret1011 ot hontier 

.Area• • • • • • • • • • • • • • • • • • • • • • • • • • • E-9 

J'., Ecuador 

a. 

u. 

Uiiino M ver V&l.lq .n."Wtloi:aeat • • • • • • • • • • , • • , • >'•l 
Arenillas Irrigation ProJeet •••••••••• • • • • • F-S· 
Consortium Highw.;y Program. • • • • • • • • • • • • • • • • J'·.3 · 
Petletratioll Road.a to Amacon Headwatert A~ • • • • • • • • F-4 
Drtvelopnent ot Ouaya a R1 ver a. 11a • • • • • • • • • • • • • !'·' 

Pamna-Colombia 
l\\n liiiericax. Hig?rway • Dir.ten Cop ••• 
X athm:tDn. Bea Level Canal. • • • • • • • 

• • • • • • • • • • 
• • • • • • • • • • 

Pai~tion Study ot the Pllregua1 Biver South otAJJUnCion •• 
~laria Era41cat1on • • • • • • • • •• • • • • • • • • •• 
Ati:Pe - lf.yd.roel9cttto an4 .-VS.gat1on Project •••• • •• 
Road Construction end Maintenance Training • • • • • • • • 

(»illrm to Market Roed8) • • • • • • • • • • • • • • • • .­
Co1om.1at1on. • • • • • , • • • • • • • • • • • • • • • • • 
tl1f Special J'un4 SUrve_y ot ttTriaft6].e" Area • • • • • • • • • 

H·l 
B-2 
1·3 
H-4 
1-1'. 
K•5 
H-6 



I. Peru 
-iir.ghway1 • • • • • • • • • • • • • • • • • • • • , • • • . • I• l 

Air Aeceas to t he 1ront ier • • • • • • • • • • • • • • • • l-2 
Privat e Sect .or Davelopment •••••••• , • • • • • • • !•3 
Colonisation in Fa.et Andes •••••••••••• , • • • I-4 
ImgaU.on Jlevelopmrant • • • • • • • • • • • • • • • • .. • I•S 
Carret era M:lrgiml • • • • • • • • • • • ,,. , • • • • • • • I-6 

K. Venezuela 
· Iiiliist rlalin ti.on of Southeatt Vei\Huela. • • • • • • • • ~ K·1 
Agm rian Reform Prognm • • • • • • • • • , • • • • • • • • . JC..2 
Itit er-American 01• Pipeline· • • • • • • • • • • • • • • • • X-3 
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THE WHITE HOUSE 

GOME IDEN'l'IAL WASHINGTON 

May 31, 1966 

NATIONAL SECURITY ACTION MEMORANDUM NO. 349 

TO: 

SUBJECT: 

The Secretary of State 
The Secretary of Defens e 
The Administrator of the Agency for 

International Development 
The Secretary of Agriculture 
The Secretary of Commerce 
The Secretary of the Interior 
The Secretary of the Treasury 
The Administrator ~f the National Aeronautics 

and Space Administration 

Development of the Frontiers of South America 

At my direction the Policy Planning Council of the Depart­
ment of State has prepared a study entitled 11 The Frontiers 
of South America," containing a preliminary assessment 
of the potentialities of developing the heartland of the South 
American continent. This study provides a foundation for 
future systematic work. I wish to see the short and long 
term aspects of the study carried forward expeditiously by 
all Departments and Agencies concerned. 

I have assigned to the Secretary of State responsibi.li.ty for 
directing this project, using the mechanism established by 
Nation::i.l Security Action Memoran.dum No. 341 of March 2, 
1966. Within the framework of NSAM No. 341 and because 
the project relates exclusively to the Latin American area, 
it is understood that the Secretary of State will delegate 
action responsibility to the Assistant Secretary of State for 
Inter-Arnerican Affairs. 

CO:HPIDEHTIAL .., 6 y 

DECLASSIFIED 
E.0. 12356, Sec. 3.4 

NlJ "(1- '1 f - ·-i'f 
~ NARA. Dace 1 -i'I-- -



COMFIDEM'f'IAL -2­

The study should be examined in the first instance with a 
view to selecting and developing the most appropriate 
proposals for presentation as topics of discussion at the 
proposed meeting of Chiefs of State of the American Repub­
lics. Subsequent consideration of the study will seek to 
determine the feasibility of the remaining proposals and 
establish priorities for- their implementation within the 
over-all program of assistance for Latin America. 

A report on the progr es s made in carrying forward the South 
American frontiers project is to be submitted to me at six 
month intervals beginning on December 31, 1966. 
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00MF'IDE~fTii'..L 

DEPARTMENT OF STATE 
WASHINGTON 

February 14, 1967 

MEMORANDUM FOR MR. WALT W. ROSTOW 
THE WHITE HOUSE 

SUBJECT: Progress Report on Frontiers of South America 

There is enclosed the progress report on Frontiers of 
South America requested in ~SAM No. 349 of May 31, 1966. 

~. ~ 
Executive Secretary 

Enclosure: 

Progress Report 

COMFI~FN!l_AL 

Decontrol following removal 
of classified enclosure. 

[front]
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CQWFIBEMllAL 

PROGRESS REPORT ON NATIONAL SECURITY ACTION 
MEMORANDUM No. 349, May 31, 1966, 

'·'FRONTIERS OF SOUTH AMERICA" 

I. Summary 

The study "Frontiers o:f South America" has spurred attention to 
the role o:f the multinational projects in the Alliance :for 
Progress. The Inter-A~erican Committee on the Alliance :for 
Progress (CIAP) at its Ninth Meeting decided to reproduce a 
special version o:f the study :for distribution to the Latin 
American governments. With the help o:f the Development and 
Resources Corporation, the IDB has been re:fining a list o:f 
multinational projects for the attention o:f its new Pre­
Investment Fund :for Integration. The State Department has 
developed a proposal, including :financing, :for dealing with 
multinational projects at the meeting o:f Chie:fs o:f State. 
With respect to several individual programs and projects treated 
in Frontiers, a number o:f additional studies are under way but 
only one feasibility report--on satellite communications--has 
been completed. 

During the coming year, Latin American recognition o~ the need 
for greater self-help_ measures in the execution o:f multinational 
projects is expected to grow, particularly in the light o:f 
favorable action anticipated at the meeting of Chie:fs o:f State. 
Multinational projects should also be examined in relation to 
national development plans, probably through the CIAP- annual 
country reviews, as well as the AID review process. Finally, 
consideration should be given to the earmarking of :funds :for 
multinational projects in order to avoid competition with 
strictly national development undertakings. 

II. Introduction and General Comments 

As directed by NSAM .No. 349, the Assistant Secretary o:f State 
for Inter-American Af:fairs undertook the :follow-up of the study 
"Frontiers of South America," and in the :first instance, examined 
the programs suggested therein, along with multinational projects 
which concern the rest o:f Latin America~ for possible consider­
ation at the proposed meeting o:f the Chie:fs of State o:f the 
American Republics. 

OOHPIDEN'fIAL 
Group 3 

Downgraded at 12-year inte~vals; 
not automatically declassi:fied. 
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w e·otOIDEN l'IA:L 

The following general observations are offered prior to a review 

of progress relating to the individual programs outlined in 

the Frontiers study: 


1. The Frontiers study has given thrust to multinational projects 
for all of· Latin America, but in particular, to the projects in 
South America. 

2. The consideration of the Frontiers study has reinforced the 

importance of relating the multinational physical infrastructure 

projects to the common market efforts. 


3. The application of the economic test set forth in Frontiers 

has focused immediate attention for the short term on pre­

feasibili ty studies to ascertain the projects for which feasi­

bility studies should be undertaken. That test is "whether 


. investment in the opening up of new lands will yield greater 
benefits with respect to agrarian production and productivity, 
new resources, and widened markets than investment to these ends 
in the more developed regions of South America." 

III Meeting of American Presidents 

For the meeting of American Presidents, anticipated in mid-April

1967, the identification and execution of sound multinational 

projects in Latin America as part of the broad program of 

economic integration has received general endorsement in 

discussions with Latin American representatives. A United 

States ·position paper on support for multinational projects 

(see Annex A) calls for an increase of $50 million per year 

from FY 68-70 in the U.S. contribution to the IDB's Fund for 

Special Operations (FSO) provided (1) the Latin Americans make 

a corresponding increase in their shares, and (2) that the IDB 

make a stated amount, possibly up to $100 million per year, 

available for m~ltinational projeGts. The Latin Americans 

would also make national contributions available to the funding 

of specific projects in the countries concerned. 


Although the position paper identifies a number of multinational 

projects where the completion of detailed feasibility studi'es is 

anticipated before the end of 1967, it is not now contemplated 

that the Presidents will discuss or approve specific projects 

at the Summit. Rather, it is expected that the Presidents will 

direct the allocation of expanded resources for multinational 

projects in general, largely through the IDB, and call for a 


60fiF'IDEU~IPtL 



GOPlFIDEMTIAL 
3 

substantial acceleration of efforts in that area. As the 
illustrative table appended to -the position paper suggests, 
expenditures in FY-68 could reach $25 million. 

IV. Progress of Int~r-American Institutions 

Inter-American Development Bank 

The Inter-American Dev~lopment Bank has become the principal 
international agency for planning and financing multinational 
projects for all of Latin America. To date, its primary concern 
has been with the planning phase. 

On July 21, 1966, the IDB Board of Directors, in response to 
resolutions of the LAFTA Ministers of Foreign Affairs Meeting 
of November 1965, the Fourth IA-ECOSOC Ministerial Meeting of 
March 1966, and the IDB Board of Governors Meeting of April 1966, 
approved the establishment of a Pre-Investment Fund for Latin 
American Integration for physical infrastructure works, integrated 
development of geo-economic zones, basic industries, and supporting 
activities. These projects are to be worked out in close consul­
tation with CIAP, LAFTA, and CACM. Subsequently, the Bank 
allocated $16.5 million to the Fund, of which $1.5 million 
was authorized by the United States from the Social Progress 
Trust Fund. 

Prior to the establishment of th~ Fund, the IDB in March 1966, 
had listed the studies of integration projects being undertaken 
by other Latin American organizations such as LAFTA, CACM and 
ECLA. On September 30, the Bank completed a revision of its 
own previous listing of multinational projects. In September, 
the Bank also issued the report "Multinational Investment Programs 
and Latin American Integration" which had been contracted with 
the Development and Reoources Corporation (Lilienthal) in 1965. 
(See Annex B) In December, the Bank completed its first "Work 
Program" for the Pre-Investment Fund. This most recent effort, 
based on the Lilienthal Report, sets forth the working groups 
and preliminary studies which the Bank considers necessary in 
order to reach decisions concerning the projects which should 
merit feasibility studies. As of the close of the reporting 
period, only one feasibility study--relating to the location of 
the ground stations for satellite communications--had be.en 
completed for the IDB. Contracts for other feasibility studies 
were under discussion. 

During 1966, the Bank also established an Integration Secretariat 
to develop and evaluate relevant studies. 
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CIAP 

At the CIAP Ninth Meeting in October 1966, the U.S. Representative 
presented a sanitized version o~ the Frontiers ·study with the 
recommendation that it be transmitted to the member Latin American 
countries for their study. The reproduction of the study is 
under way. 

The Frontiers study· was issued too late to receive attention 
during the third series of CIAP country reviews. In the reviews 
for 1967, special attention should be given to multinational 
projects not only for South America, but also for the rest of 
Latin America. In this connection, the CIAP working group 
suggested by Frontiers could be useful. 

The CIAP advances in the fertilizer field are discussed under 
the section on chemical fertilizers. 

CIAP has not as yet made recom.mendations on the Lilienthal Report. 
nor has it developed a systematic and regular report on multi­
national projects which will help bring them to the financing 
stage. 

V. Projects 

Darien Gap 

The survey by the Bureau of Public Roads to determine the cost 
of completing the Darien Gap link of the Pan American Highway 
should be completed in January 1967. Advance information indi­
cates that the report may focus on the Chaco route which costs 
about $122 million more than an alternate route through the 
Atrato River swamp, which might also have greater economic 
utility. Action will be held up until this important question 
is resolved. 

It is believed the U.S. should request a systematic study of the 
relations among all of the elements: Panamanian development 
(including the Bayano project); the new Canal; the proposed 
Atrato-San Juan Waterway; Colombian development; the Pan American 
Highway; and more recently, the Caribbean circuit. The Hudson 
Institute report on the Atrato-San Juan Waterway is available 
but it does not study the problem in adequate depth to make 
decisions possible at this time. 

In view of the need to have a U.S. position at the Meeting of 
the Pan American Highway Congress in February 1967, the 
Department of State is preparing a memorandum for the President. 
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Carretera Marginal de la Selva 

In response to the suggestion in the Frontiers study, a consultant 

was employed whose advance evaluation of the TAMS report concludes, 

first, that "since a continuous route along the selva will not be 


.feasible for a sufficiently long time, its consideration should 
definitely be considered very long-range planning and consider­
ation of it should be limited to aligning whatever sections might 
prove feasible in the next decade or so in such a way that ulti ­
mately a connecting route will be constructed." Secondly, "no 
evidence is presented (in the TAMS report) to justify immediate 
construction of any of the sections examined." The consultant 
has made a number of criticisms to the effect that the TAMS 
report is much too optimistic concerning the feasibility and 
the benefits to be derived from the highway, accordingly this 
project will require further study. 

So far, it appears that President Belaunde has not undertaken any 
further systematic consultations with other countries concerning 
the highw·ay, a step which would be highly important if the project 
is to be truly multinational. The highway has not figured seriously 
in the respective development plans of the countries, the CAP 
reviews, or the CIAP reviews but interest will probably increase 
as a result of the Swrunit meeting. 

Campo Cerrado 

Brazilian federal and state agencies, with technical assi·stance 
support from AID, are undertaking a Frontier Homestead Program 
·which has the following major objectives: (1) To create an 
information base for settlement programs by systematically evaluating 
resources, identifying land ownership, and isolating the socio­
economic factors determining the success or failure of settlement; 
(2)To lay out, from the~ se ·aata, a 10-to-15-year action plan determining 
settlement costs, preparing work plans, and carrying out operational 
steps; (3)Totra.lll personnel, arrange financing and monitor settlement 
efforts. The area covered by the States of Mato Grosso, Maranhao, 
Goias, and Para appear to offer the major possibility for absorption 
of up to one million families expected to seek better opportunities 
in the West in the next decade. Much of the Campo Cerrado area is 
located in these States. 

The Ministry of Agriculture and various states are beginning to 
select settlement areas based on soils information recently compiled. 
State and local land offices will be established to administer land 
management programs, including land distribution. Efficient systems 
of land titling, registration, and recording will be established, 
using in part air photography and micro-film techniques. 

River Plate Valley Development 

A number of multinational projects within this river basin are in. 

the discussion stage, such as the Acaray, Salta Grande and Guira 
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hydroelectric installations; the bypassing of the Apipe rapids on 
the Parana River between Argentina and Paraguay; the dredging of 
the La Plata Port Basin by Uruguay and Argentina; and the opening 
of the Bernejo River .in Bolivia to the sea via Argentina. Progress 
has varied, but the USAIDs and the IDB have been active in supporting 
constructive plans. AID financed the construction of Paraguay's 
Brazil Road thus connecting the two countries, and the IDB has 
provided a &22 million loan for turbines for the Acaray hydroelectric 
project involving Paraguay, Argentina and, potentially, Brazil 
(an additional $50 million will be necessary to fully realize the 
multinational power-producing capabilities of the installation). 
Brazil and Paraguay have agreed to share equally any power resulting 
from the construction of the Guira hydroelectric installation and 
the project is be~ng discussed with the IDB. Bolivia's President 
Barrientos has expressed continuing interest in the possibilities 
of an outlet to the sea for his nation and has discussed Bolivia's 
hopes with President Ongania of Argentina and others. 

The IDB "Work Program" reiterates the Bank's support for the study 
of the Plate basin and also for several of the hydroelectric pro­
jects within the basin, but the overall study of the region is still 
in a preliminary stage. 

Multinational Projects to Settle Bilateral Quarrels 

Some consideration has peen given to the development of the Tumbes 
River Valley which would be of mutual benefit to Peru and Ecuador. 
Also, specific studies have been proposed for roads from La Paz to 
the coast through Peru for the purpose of reducing tensions 
between Bolivia and Chile. · 

Economic Study of Colonization 

CIDA has dealt with the problem briefly in a regional summary of 
its land tenure studies for seven countries. IDB, however, has 
not included this subject in its "Work Program". 

Use of Satellite or Aircraft for Surveys of Natural Resources 

Agreement has not yet been reached to establish the inter-agency 
committee suggested by Frontiers to work out the complex problems 
involved in the use of sensoring devises by satellites or low­
altitude aircraft. There is currently under consideration, however, 
a proposal to negotiate with Brazil a program for the use of air ­
craft in surveying natural resources. 

Telecommunications 

The report of Page Communications Engineers, Inc., made to IDB 
in December 1966, proposes a system of ground stations for relay 
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of satellite-reflected messages, but does not address itself to the 
improvement of internal telephone systems. The Inter-American 
Telecommunications Commission ( CITEL), ·which met in October­
November 1966, proposed broader studies directed toward improving 
the internal communications of S·outh America. 

Chemical Fertilizers 

The following progress has been made in this field during the last 
seven months: 

(a) A fertilizer consultant has been provided to CIAP by AID. 

(b) A proposal is currently under consideration by the White 
House for the establishment of an International Fertilizer Center 
at TVA, and the CIAP Fertilizer Working Group at its Third 
Meeting in November accepted the TVA offer to render more extensive 
assistance in training and studies. 

(c) The U.S. Geological Survey fertilizer raw materials study has 
been revised; the IDB is recommending more extensive exploration 
with respect to potassic, phosphoric and sulphuric raw materials. 

(d) After a slow start, American private fertilizer companies are 
now offering their participation in the FAOdemonstration projects 
to increase fertilizer demand. They have also been actively 
pursuing investment opportunities in fertilizer production and 
distribution in La.tin America. The most striking investment during 
the period, however, has been that of the Canadian company, 
Minera Bayovar, for the development of the Sechura deposits of 
phosphoric and potassic minerals in Peru. In line with the 
company's other business, the products are being marketed in Japan 

-and India primarily. 

(e) The FAO-ECLA studies of supply and demand for fertilizers in 

the major Latin American countries were completed and transmitted 

to the CIAP Working Group at its Third Meeting. These should be 

especially useful to IDB in assessing multinational potentials. 


Financial Resources 

The principal progress in this field has been the development of 
the proposal described in connection with the forthcoming meeting 
ot Chiefs of State. 

Current Problem Ar~a~ 

1. A key element of the meeting of Chiefs of State, as far as 

the success of both multinational projects and other major agenda 
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items are concerned, will be Latin American recognition of the 
need for strengthened and expanded self-help measures. Careful 
negotiations and consultations will be required to achieve that 
recognition. · 

2. One of the problems revealed in the Frontier program during 
the last six months arises from the need to relate multinational 
projects to the national development plans of the several countries. 
To facilitate such consideration on the U.S. side, the Department 
-is p 1 an n in g to send copies of the study "Frontiers of 
South Amer.Ca" to the U.S. Embassies and AID Missions in the region. 

3. Further impetus can be given to Frontiers by devoting special 
attention to the multinational projects in the CIAP annual country 
reviews for 1967. The establishment of a CIAP Working Group on 
Multinational Projects, as suggested in Frontiers, could help 
achieve this objective. The distribution of the sanitized version 
of the Frontiers study should also be of assistance. 

4. Preliminary discussions of multinational projects with Latin 
American countries indicate the desirability of establishing 
special funds earmarked for multinational projects which will not 
be charged to the financial assistance allowed to individual 
countries. If this is not done, there may be a reluctance to 
support multinational projects. Realization of the proposal described 
in Annex B will achieve this end so far as the IDB is concerned. 

5. In assessing Latin American support for particular projects, 
special care will have to.be taken on financial participation by 
individual countries. If the U.S. or other developed countries 
were to pay for the entire project, there might be ready assent. 
But if the Latin American countries must share the cost, they will 
consider the utility or the project to their own development more 
carefully. 

The above problem areas are currently under consideration . 

.Annex A - U.S. Support for Multinational Projects 
Annex B - Comments on Lilienthal Report 
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United States Support for Multinational Projects 

I. Issue 

The identification and execution of sound multinational 
projects in Latin America, as part of a broad program of' 
economic integration, present excellent opportunities to 
promote economic and social progress. The extent and condi­
tions of United States support for such projects are discussed 
in this paper. 

II. Recommendation 

As p:i.rt of a broad agreement on the promotion of economic 
integration in Latin America, the United States should announce 
at the Sunmri.t its readiness to expand its contribution to 
the Inter-American Blnk's (IDB) Fund for Special Operations (FSO) 
in the three fiscal years 1968-70 from the presently contem­
plated level of $250 million per year to $300 million per year, 
on the conditions (1) that tne Latin Americans match this with 
corresponding increases of their shares, and (2) that the IDB undertake 
to provide a stated amount, possibly up to $100 million a yea.r, 
(from the _FSO and Ordinary Capital combined) for the financing 
of multinational projects. The Latin Americans would contribute 
funds for multinational projects not only through their proportional 
contributions to the IDB but also through national contributions 
to the financing of specific projects in the countries where these 
projects occurred. 

III. Discussion 

Multinational projects are defined as those which contribute 
to development but which cannot be implemented without the direct 
cooperation of two or more countries. Mu.ltinational projects 
of a public works nature physically cross the boundary of two 
or more countries. A special virtue of multinational projects, 
besides their unif'ying force, is their tendency to be dramatic 
in a way that can contribute to the reduction of political ten­
sions and strengthening of morale. 

In Latin America multinational projects can make a major 
contribution to economic development by promoting economic 
integration and closer cooperation and association between states. 
At present the obstacles to intracontinental communications and 
cooperation in Latin America posed by limited road and rail networks, 
inadequate telecommunications and, through these, limited person-to-person 
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contacts, foster an introspective national outlook. Latin 
America has been described as "a string of islands sur­
rounded on one side by the oceans and the other by a.n 
unpenetrated wilderness". The ability and will of these 
"islands" to exploit shared geogr-dphic features for the 
connnon good are similarly restricted. Projects in Latin 
America ai:m.ed at establishing and strengthening regional 
infrastructure -- in the tradition of the Tennessee Valley 
Authority or the Saint Lawrence Seaway, for example -­
are virtually non-existent. 

In recent years, however, several international organ­
izations concerned with Latin America have taken steps to 
promote multi!'..ational development projects. In August, 
1965, the Inter-American Committee for the Alliance for 
Progress (CIAP) informed the Presidents of the American 
Republics that i.t had directed its Chairman to explore the 
possibi.lity o.f enlisting support for establishing a re-· 
volving fund to finance preparation of projects and feasi­
bility studies relating to integration. In a subsequent 
speech President Johnson stated that the United States 
would contribute Alliance for Progress resources to a new 
fund for the preparation of nru.ltinational projects. 

On the recommendation of the Foreign Ministers of 
the countries comprising the Latin American Free Trade 
Association (LAFTA), the IDB resolved to set up within 
the Bank a mechanism to bear costs and technical respon­
sibility for pre-investment studies to a~celerate identi­
fication of integration projects in Latin America. At 
the IDB's :meeting in April, 1966, a resolution was approved 
establishing the "Pre-Investm:nt Fund for Latin American 
Integration" which would initially use approximately 
$15 million from the IDB's FUnd for .Special Operations. 
In addition, one million dollars and a half million dollars 
equivalent in local currencies have been allocated from 
the Social Progress Trust Fund to finance pre-investment 
studies by the IDB. These amounts may be supplemented by 
contributions from the United States and other member 
countries, plus interested non-members. 

In December1 1965, the IDB contracted for the services 
of Iavid Lilienthal's Development and Resources Corporation 
(DRC) to develop guidelines and priorities on multinational 
development projects. The DRC report identifies some 35 
potential projects in the field of multinational infrastruc­
ture (transportation, connnunications and prn-ter) and joint 
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development of river basins and other geographic ·areas 
embracing two or more countries. It also recommends criteria 
for establishing ·nru.ltinational project priorities. Such criteria 
should be based in part upon comparisons among project proposals 
of key economic factors but also upon the contribution to facilitation of 
economic . integration, and the value and meaning of development of the geo­
economic zones in which the projects would be located. A much needed 
project in a low potential zone, for example, would rate lower in 
priority than an equivalent project in a high potential zone. In 
addition to the Lilienthal study, the IDB is proceeding with feasibility 
studies on the Carretera Marginal, sites for communications satellite 
earth stations and integrated development of the Colombia-Ecuador border. 

For the purposes of this paper multinational projects fall into 
two broad categories: 

1. Single focus or functional publk works projects. Examples 
are the Carretera Marg:i.nal de la Selva (Colombia, Ecuador, Peru and 
Bolivia); the several proposed transversal routes (Lima-Brasilia, San 
Lorenzo-Quito-Manaos-Belem, etc.); international bridges (e.g., over 
the Uruguay River); improvement of international communications systems; 
power transmission grids, or interconnections, for example, among 
the Central American countries or between Cali, Colombia and Quito, 
Ecuador. 

2. Comprehensive or development projects based on multipurpose 
development of a physical or geographic resource. 
The most frequently cited project in this category envi.sions the develop­
ment of the five-country La Plata River Basin (Argentina, Brazil, 
Uruguay, Paraguay and Bolivia). Other potential projects involve the 
development of the Gulf of Fonseca (Nicaragua, Honduras, El Salvador); 
development of the Alrlazon Basin (Brazil, Colombia, Ecuador, Peru, Bolivia); 
and development of the Lake Titicaca area (Bolivia, Peru and possibly 
Chile). The DRC report outlines a number of studies which, if initiated 
during this fiscal year, would provide considerable guidance on priorities 
by the end of calendar year 1968. 

In the meantime, detailed feasibility studies are completed or 
undervray or could be completed by the end of calendar year 1967 for a 
number of projects of high importance: 
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1. 	 A continental telecommunications system by satellite. A 
feasibility study of the system. by Page CommLlnications 
Engineers, Inc. is expected to be completed this fall. 
The contemplated project has two parts. The first 
consists of the satellite and ground stations. The 
second consists of inproving existing systems in order 
to achieve maximum use of the satellite. Since there 
will be fewer ground stations (tentatively eight are 
being considered) than countries, both phases will 
require multinational cooperation. Obligations in 
FY-68 are possible, although the amounts that might be 
obligated :i.n any one fiscal year will not be known until 
the Page study is finished. Preliminary cost estimates are: 

Part I $ 150 million 
Part II $ 350 million 

Total $ 500 million 

2. 	 A power transmission grid for the Central American countries. 
A feasibility study is needed, but if undertaken in FY-67, 
obligations would be possible in FY-69. Cost estimate (by 
DRC): $50 million. 

3. 	 The Carretera Marginal Highway in Colombia, Ecuador, PeJ:·u 
and Bolivia. Pre-investment studies for a few portions of 
thi.s highway system have been completed. Others could be 
completed by the end of FY-68. The construction of this 
highway network and the east-west connections needed to tie 
it to existing population and industrial centers lying 
westward probably should be phased over a number of years 
to coincide with the development of spec:i.fic areas withi.n 
the four countries. Some sections are already known to 
be of high priority. Feasibility studies already available 
permit the following cost estimates: 

Peru: 
a. 	 San Alejandro-Villa Rica, 

285 km. - $47 million 

b. 	 Rio Chanchamayo-Satipo, 
100 km. - $12 million 

c. 	 San Ignacio - Jaen 
101 km. - $10 million 
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Ecuador - Improvements of connections to the 
Carretera, $4 million. 

Other sections of the Carretera are known to be included 
in the highway plans of the several countries. Feasibility 
studies for these roads can be completed in six to nine 
months. Thus, the costs projects of high priority for 
various sections of the Carretera network, through FY-72, 
could range from $100-$300 million. 

4. 	 The Darien Gap road. Engineering studies are expected to 
be completed shortly. A preliminary cost estimate is 
$260 million. 

5. 	 Lima to Curitiba, Brazil Highway. Much of this transversal 
highway is already built. The major missing link is in 
Bolivia, south from Santa Cruz, and the connection section 
into Paraguay. Pending feasibility studies good cost data. 
is not available. A preliminary estimate pending a detailed 
feasibility study is $40-$50 million. 

6. 	 La Plata River Bridge. A feasibility study of the several 
possible bridge sites could be completed by 1970. By 
comparing the size of a structural bridge with similar 
bridges in the United States, a preliminary estimate of $100 
million appears reasonable. 

7. 	 Central American 'I1hro_ughway. A pre-investment study of the 
improvement of this road has been completed by Transportation 
Consultants, Inc. The benefit/cost ratios are unusually 
high, exceeding 8:1 in four of the five countries. The cost 
estimate is $25 million. 

For the projects listed above, the cost estimates available now 
range from $1-$11/4 billion. Assuming that many of the studies 
recommended in the DRC report are undertaken, a number of new projects 
would be ready for financing during the second half of the five ;yea.r 
period. Among new projects to be studied might also be the prq~osed 
Chaco project in Colombia which, at an estimated cost of $500-$700 
million, would deliver power to Panama and Colombia as well as improving 
transportation facilities in northern Colombia. Some projects are 
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likely to be delayed by the time required to negotiate the necessary 
international understanding. Since some projects are ready now, and 
since several of the countries have already demonstrated a willingness 
to support increased multinational activity, it j_s estimated that over 
a billion dollars could be invested in sound multinational projects 
over the next five years. This estimate is supported by Felipe Herrera, 
President of the IDB, who recently suggested that approximately $1.5 
billion will be required over the same period to finance multinational 
projects to establish and strengthen regional infrastruction. 

Multinational projects promote institution-building as well as 
investment since international agencies, or national agencies working 
jointly, will, in most instances, be required for permanent administration. 
These new institutions, in turn, will constitute a strong and continuing 
force for integration. In addition, multine,tional projects will require 
new forms and arrangements of international cooperations among banks, 
insurance companies, shippers, customs agencies and other organizations 
which will be involved in the construction or the operation_ of completed 
projects. 

The United States contribution referred to in the recommendation 
above would be conditioned upon IDB earmarking of a specific amount 
from both Ordinary Capital and the FSO for multinational projects. 
Multinational projects require considerable advance study and 
relatively long periods for construction or other implementations. 
They often involve decisions by governments and industries which 
frequently will be politically -sensitive. Therefore, it is assumed 
that IDB obligations and expe~ditures for this purpose would be 
relatively low the first year but would increase quite rapidly there­
after. An illustrative table is attached. 

Matching contributions for specific projects from the Latin 
American participants would probably be used primarily to finance 
local costs. Additional contributions might be forthcoming from 
other foreign sources, including the International Bank for 
Reconstruction and Development and other developed countries. 
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Illustrative Table of IDB Obligations and E~enditures 
for Multinational Projects 

1968 
Oblig:-­ ~· 

Telecomm. 	 25 16 

Carretera 
1. 	 San Alejandro-


Villa Rica 

2. Rio C. -Satipo 	 6 1 
3. San Ignacio-Jaen 	 5 1 
4. Ecuador 	 2 1 

Lima-Curitiba 
Bolivia-Argentina 

. Paraguay Con....-1ections 

Urug~ay River Bridge 

Central .American Road 	 12 6 

Resource Surveys by Satellite 	 -­
50 ) 25 

NOTE: 	 Figures may change as feasibility studies develop 
f'urther information and cost data. 

. 1969 
Oblig:-­

50 

~· 

37 

25 3 
2 
2 
1 

25 3 

6 

100 54 

1970 
Oblig:-­

4o 

Exp. 

43 

10 
3 
2 

50 

10 

2 

10 

100 

-2 
75 
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APPENDIX B 

COMMENTS ON THE LILIENTHAL REEORT, 
"MULTINATIONAL INVESTMENT PROGRAMS AND 

LATIN AMERICAN INTEGRATION" 

Pursuant to the IDB request to the Development and Resources 
Corporation (Lilienthal) to aid. the Bank in formulating a 
systematic approach to economic integration, a repore was 
presented in August which lists as its conclusions 22 guide­
points for designing an investment program, and provides a 
set of 12 recommended major studies. The development of the 
guidepoints in subsequent chapters represent a valuable contri­
bution to the literature on the economic development of Latin 
America. The recommended major studies, insofar as they may 
contribute to a meaningful comprehensive program for Latin 
America, appear to be well selected and responsive to needs. 

Principal omissions of the report appear to be guidance on 
investment priorities, and more fundamentally, on ' the means 
for handling the recommended studies in such a way that their 
findings will be coordinated, and that adop~ion of the recom­
mendations will lead to a balanced, internally consistent 
and workable program on the part of the IDB and cooperating 
agencies. 

The consultant's re~ort calls for additional studies, which, 
at a cost of about ~2.3 . million, would provide an inventory 
of multinational projects. The report does ·not provide action 
priorities among such projects, nor any social, geographic, or 
economic bases for setting priorities. There is lacking a broad 
geo-economic background to serve as the physical base against 
which the several studies could be viewed so as to insur e their 
future coherence, compatibility, and meaning. 

There should be added a planning approach and investment strategy 
which integrates the various sectoral investment strategies which 
proceed from the geographic and other realities of the Latin 
American scene. 

For example, in regard to transport (other than maritime trans­
port, which is proposed to be studied separately), the consultant 
calls for a subsequent study "to identify a few of the most 
important transport improvements." As described in the report, 
these transport improvements would be studied without a framework 
of geographic or economic relationships to the other recornmended 

f!OMF I Dffil'.:lAL 
GROUP 3 

Downgraded at 12-year i n t e r vals; 
not automatically declass ified. 
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eleven studies. Nor does the scope of the proposed transport 
project call for a regional transport investment strategy. 

The report defers treatment of some of the broad and difficult 
questi9ns, in favor of specific new studies of parts or aspects 
of the problems. For example, while the question of development 
of the Rio La Plata basin is mentioned, consideration of this · 
subject ends with the note that the newly established IDB­
sponsored agency INTAL is studying the matter. The consultant 
does recommend study of aspects of one hydroelectric project 
within the La Plata basin (Salta Grande), of the markets for 
electric power in Paraguay and its neighbors, plus a study of 
potential electrical grids in South America. The consultant 
probably should have reviewed the scope of INTAL's approach to 
the problem, so that judgments may be made as to tre timing and 
possibilities for a broad approach to this project which has 
roots in five countries. 

A major priority concept for the various projects advanced in 
the report is that . of pragmatism, i.e., action should begin 
where the international setting exists for joint action. A 
secondary point given, in reference to frontier area development, 
is that border areas between two relatively small countries 
offer good opportunities for cooperativ~ work. 

Priority determination requires consideration of presently 
recognized economic and social needs, local technical and 
institutional capabilities, and the relationship of proposed 
programs to existing national development plans. It is 
believed that the potential development projects might well 
be visualized against a background of rational gee-economic 
regions, such as those roughly described in the report "The 
Frontiers of South America". Within such a framework, it should 
be possible to discern more readily the relative areal priorities, 
e.g., for development in the wet, tropical lowlands (other than 
flood plains) of the Amazon basin, or in the Campo Cerrado. 
Further, such a background would aid in the development of 
multi-faceted investment and mutually supporting sectoral 
investment strategies. 

Follow-Up by IDB 

While IDB has not yet filled in the above-noted missing elements 
of the multinational project scheme, it has completed a further 
refinement in approach in the "First Work Program". It seems 
clear at this stage that many more studies must be made be fore 
multinational projects will be realized. In fact, it may be 
necessary to develop a "strategy on studies". 

CONFIDgNTIAL 



THE WHITE HOUSE 

WASHINGTON 

2: 35 pm - 6/16/ 66 

Mr. Smith: 

One John A. R einemund, of Geological Sur­
vey of Interior Dept. , is requesting a copy 
of NSAM 349 (Frontiers of South America). 

Pls call reply to Mrs. Coury, on 183/ 4484. 

rb 

Called Mrs. Coury & advised her that the 
Secy Interior was an addressee of NSAM 349 
& her request should be submitted there. 
( f~ f.3KS) 

rb - 6/16/ 66 





Dear Mr. Secretary: 

La.st .J"anuary the Pr ea ld.ent requested the Polley Planning 
Council ol. tht Deparbnent of State to make a etudy of the 
potentl4Uties for devolopm•nt of the heartland of the South 
American Cot1tlnent. Wi.ththo valq'bleaoal•tance of mem• 
bor• ol your Department. the Planalng Staff recently com• 
pleted the •nclo•ed proli.mlnal"y report, entitled 1

·
1Frontlers 

·of South .A.rr.tor lea ?1
• 

1~he Preoldont tuu. re\•l.,.ed the report and directe0d tha-t ln• 
tentlve study of tbe proposals which lt outline• be earrled 
forward exped.ltio11al y. 

Direction of the proj•ct la entruated to the Secretary of State. 
with action reaponaibUlty fa11lng on tho Aeal1tant Secretary 
of State for Inte:t•Amerlcan AUa.h·e, Mr. Llncoln Ciordon~ 
l ·•nclose a. copy of Natlonal SecurUy Action Memorandum 
No. 349, dated May 31. 19£,6 . containing the Pre1ldent•s 
d!Jrec:Uve. 

l want to thank you for the aaslstanee which your Department 
baa already given to thls important project. 

The Honorable 
The Secretary 0£ Defense 
\Vaehlngtou ~ D. O. 

Sincerely you.rs, 

w. w. aostow 

IdentlDa.l letters sent to each addressee_ of NSAM 349. 



J'une 2, 1966 

Mr. William Bowdler 
Room 380 
Executive Office Building 

Attached are ten (10) copies of The 
Frontiers of South America, three 
volumes each. Please note that 
Volume #3 is classified Confidential• 

.Michel M. Ivy 
Act.ing Executi-ve secretary 

Attachments: 
As stated 
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:ef State for llte'••~dch AUab~•. Mt. f.Jt'ICOla Oo•d3" 
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Dear Mr. Socretary; 

Yoa aro famUtu •lth the study ttFr.ontl•~• of South AmorlcaH 
wblch i .,.epa.re4 at the Pr••ldect•• ••qu.oat while l was ,siW 
Cbaltman of the· Polley Plarmhl& CouccU. A eo,, of the fb:al 
product. whlch 1 we~ over carefully wlth Llac Oordon before 
gola1 to ptlnt1 1• encloaed.. 

Tho Prosldect bu now rovlowed. the •tudr and cllrocto4 that 
further work ea. the propo•al• lt contatu, move fo•wud wlth• 
out delay. He haa approved the onelo•ed National Se•o.rlty 
Aciton Memoi-aadu.rn No. 349 ou.tlltilag how ho W'&r1t• ue to 
p~oeeed. 

The Honol'ablo 
Tho Seciietuy of State 
\Vaehlngton, D. C. 

Sln.ce:rely yours, 

W. w. Roatow 

ECLASSIFIED 
E.O. 12958, Sec. 3.6 
NL.J 3- 37 =>-

By te i'·7- 9f;, 

SQHl'toENTlll. 



Dou Mr. Secretary; 

Yo.a uo tamUlar wlih the atttd7 "Firoctlers of Sollth Amertcau 
whlch I prep&re4 at the Pre1ld.ect•a requut whU.o l wu ttW 
Chairman oi the Polley Platul.Ln1 Cou.acl&. A copy of tho naa1 
pttoduet, which l WOtl& over cue!ully with Llnc C'loJ>dOt\ betore 
golag to piiln.t. la end.oaed. 

Tno Preeldeai baa now rovlewed tho etudr aa4 dlroeiod tnu 
fuarther \YOi-k on the propotala lt contalaa movo forward wlth• 
oo.t delay. · He ha• approved the eftd.osed Na.tloaal Secority 
Adlo11 Memorandum No. 349 ouUlnlng ·how hct .am.. a to 
pi-ocoed. 

The Honol'·able 
Tbe Secreta.J-y 0( State 
Waehlngtoa. D. c. 

Slaeerely yours, 

w. "' • Ro stow 
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THE WHITE HOUSE 

WASHINGTON 

May 27, 1966 
Friday, 2:15 p.m. 

Mr. President: 

~ 
That long-winded fellow who used 

to work at the State Department Policy 
Planning Council has, at last, filed 
his analysis of the development of 
South American Frontiers. I recommend 
you read the underscored part of his 
memorandum to you; the summary 
paper full of maps and charts; and 
thumb through the appendices. 

It has been fully cleared with 
Tom Man\ and Link Gordon. 

Mr. President, 

Because of their bulk, the 
attachments are in a separate 
envelope and on your bedside 
table marked 

Attachments to May 27 
memo from Mr. Rostow. - ......... ,_ .... --·119-6-l mjdr 

May 27, 1966 111 .... ..-

g .. ._ . ..._._ a-. ........... -

I~ JR ta • cwr ... ~-.. . 
J .. .. .......... 
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MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

CO~WH3EN'f'IAL .., Friday, May2.7, 1966 

MEMORPN DUM FOR THE PRESIDENT 

SUBJECT: Frontiers of South America 

On January 31, 1966, you requested that I undertake urgently a 
preliminary assessment of the potentialities of developing the 
frontiers of South America. 

I attach a ·summary -report and seven appendixes. In addition, there 

1 '}_;;: 

is included a special report developed by the Department of the Army's 
Engineer Agency for Resources Inventories. 

These represent the present state of thought and knowledge in the town. 
They have been assembled to provide a foundation for future systematic 
work. None can be regarded as definitive. 

In compiling the data and writing the report, I have received the whole­
hearted support of every element in the government with interest in and 
knowledge of the problem: 

Agency for International Development 
Department of Agriculture 
Department of Commerce 
Department of Interior 
Department of the Army 
National Aeronautics and Space Agency. 

This is, I believe, the first time this problem has been systematically 
examined in our government. It is evident that there is much more for 
us all to learn; and my first recommendation is that, under Linc Gordon's 
leadership, work on this problt.:!m be made a continuing account and that 
the various agencies capable of making a contribution continue to expand 
and refine their knowledge on a coordinated basis. A working party 
operating under the Latin American IRG might perform this function. 

In addition, CIAP should set up a working group that would regularly 
engage the IBRD, IDB, AID, and the OAS in this field. 

n;rrr~ r;r --- .. :-'"0 
!J.J# ... ...i1~J'~- - ... ~ ..J. • ... ._.\ ... . :.JJ ' 

Au orl<::y t:JLJ ~a/ _q( 

By..f vUs- , &-r\RA, Date 'i - 1 ~ '1' 
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What 	emerges of substance may be briskly summarized as follows: 

1. 	 South America is at a stage of historical evolution where the 
further development of its frontiers can contribute to food 
production, a widening of markets, regional integration, and 
the settlement of various bilateral disputes. 

2. 	 A rational program for exploiting these frontiers must be geared 
to other aspects of South American development, with careful at ­
tention to the comparative benefits to be derived from intensive 
investment in existing areas as o.ppos ed to extensive investment 
in ~xpanding the frontiers. The opening of the South American 
frontiers has an important role to play in the region's future; but 
it is not a panacea. 

3. 	 There are four major complexes which comprise the bulk of the 
frontier regions of South America capable of rational economic 
exploitation from the present forward. 

The Darien Gap area of Panama and Colombia; 

The Andean Piedmont, running in an irregular narrow belt 
for 3, 000 miles from the Venezuelan border through Colom­
bia, Ecuador, Peru, to the Santa Cruz region of Bolivia; 

The Campo Cerrado area, east and south of the Amazon 
basin; 

The Gran Chaco and Gran Pantanal region covering portions 
of Bolivia, Paraguay, Brazil and Argentina. 

There are special further potentialities in the tropical flood plains 
of .the 	Amazon; the Gua.yana region of Venezuela and British Guiana; 
the linking of Buenos Aires to the whole region south of Rio-Sao 
Paulo; and the River Plate drainag,e system. 

The character of all these regions are briefly sketched in the report. 

4. 	 There is little prospect in sight for the economic exploitation of the 
vast Amazon-Orinoco bas in unless the proposal for making it a lake 
{by damming the rivers) should prove feasible. 

CeI~!OEiff IAL 
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5. 	 As the survey of seventy-four projects under way or envisaged 
indicates (Appendix-.!), there is now a great deal of activity 
focused on the opening up of the frontiers; and it is generally 
following a rational pattern. The task for policy in Latin 
America is to make the expansion of the frontiers more effect­
ive and purposeful. 

6. 	 A political point of some importance: the opening up of these 
frontier regions could, in a number of South American coun­
tries, strengthen the sense of nationhood and contribute to 
political and social stability. Moreover, notably in the Andean 
piedmont, but elsewhere as well, the laying out of roads and 
organized settlements is a significant element in preventing 
the possibilities of Communist insurgency. 

7. 	 Detailed rec·ommendatians are set out in Part Four of the at ­
tached summary report. Briefly, they are: 

The Darien Gap complex be urgently examined as a whole, 
notably in the light of our Panamanian negotiations. Its 
various elements have been hitherto treated separately. 

We maintain a policy of selective but continued support 
for road-building in each of the four countries engaged 
in opening up ·the Andean piedmont. (The report is6lates 
the road segments judged most rational for the next phase.) 

We assign specific responsibility to Linc Gordon quietly to 
explore the possibility of exploiting work on multinational 
projects to ease or settle the major outstanding bilateral 
quarrels in South America. · 

We clal;."ify our minds on the economics of frontier settle­
ment 	in the light of recent experience and establish Al­
liance for Progress policies based on this review. No 
serious agreed guidelines now exist. 

We examine urgently on an interdepartmental bas is, per­
haps under the aegis of the SIG, the security and other 
problems involved in a systematic use of orbital remote­
sensor measurement of land and geological formations in 
South America, providing you with a report. These methods 
could accelerate rapidly mineral discovery and exploitation, 
notably in the Andes. 
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We intensify our support for your proposal, via CIAP, 
for accelerated development of chemical fertilizer pro­
duction in Latin America. 

We set up both within the GIAP framework and within the 
U.S. Government continuing systematic work on the de­
velopment of the South Arrier ican frontiers. 

CIAP should consider this summer (after the report on 
multinational projects by the Development and Resources 
Corporation, headed by David Lilienthal) the publication 
of materials that would dramatize what is going forward 
in this field and its potentialities for Latin American 
development and integration. 

We re-examine (with full attention to our balance of pay­
ments position) our present policy on local cost financing 
of development projects with a view to permitting financing 
of local costs of certain infrastructure projects as part of 
an over-all program for opening frontier areas. 

If further detailed examination of this study makes sense to you, I recom­
mend that a NSAM be issued assigning responsibility for the task to State 
specifically to Linc Gordon. A suggested draft NSAM for your approval 
is at Tab A. 

You may wish to weave into your statements on Latin .Arrlerica· passages 
indicating an awareness of the frontier development going forward, its 
potentialities, and your support for it. A possible·draft is at Tab B. 

Should you (or the Vice President) vis it Latin America, you may wish to· 
vis it certain selected frontier areas as well as the conventional. cities. 

ljlJ.~ostow 

Enclosure 

The Frontiers of South America, 

with seven appendixes. 
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Draft Material for Presidential Statement on 


Frontier Development for South America 


The Alliance for Progr es s is being carried forward on many fronts. 

One exciting front is the opening up of the frontiers of South America. 

In a world of modern cities, it is good to know there are new lands 

to open; new mines to find and develop; new deposits of gas and 

oil to supply energy and chemical fertilizers. 

Great enterprises have already been undertaken by the Latin Ameri­

cans thernselves, backed by the resources of the Alliance for Progress. 

The acceleration of this. effort in the months and years ahead could 

contribute to four great objectives: 

An increase in agricultural production; 

The widening of La.tin American markets for industrial 

products; 


The exploitation of minerals and other natural resources 

necessary for industrialization and expanded Latin Amer­

ican foreign exchange earnings; 


And, perhaps above all, the binding together in closer 

association of the Latin American countries themselves. 


South of the Panama Canal there is not only the question of a sea-level 

canal but of the opening up of new productive lands and the re-linking 

of Central and South America across the D_arien Gap. 
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The 3, 000 miles from the border of Venezuela to Santa Cruz in 
into 

Bolivia stretches/a rich and promising strip of arable land. Already 

four South American nations are working together to build a road net­

work which would link these new regions to each other, to the coastal 

cities, and to the broad Amazon which reaches from the Atlantic to 

the foothills of the Andes. In a great arc east and south of the Amazon 

bas in there are the lands of the Campo Cerrado capable of develop­

ment for cattle and food. Deep inside Venezuela there is arising the 

industrial complex at San Tome de Guayana: its hydroelectric works, 

its steel plant, with many other enterprises in sight. There are great 

dreams being dreamt in Latin America. We are determined to help 

them come true. They will require a new kind of cooperation among 

the Latin American countries themselves; for ma> t of these frontier 

areas involve more than one nation. 

We have already contributed to the formation within the Inter-American 

Bank of a Special Fund to finance feasibility studies for multinational 

projects. We are already supporting feasibility studies looking to 

the completion of the Panamanian highway. We are already supporting 

the road building projects necessary to open up the fertile eastern 

slopes of the Andes. We are already supporting the study of the soils 

of the Campo Cerrado to find ways to make them more productive. 
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Along with the other dimension of the Alliance for Progress, we are 

prepared to do more in this field. 



' . 
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THE WHITE HOUSE 

GO~tPIDE~tTIA:L WASHINGTON 

May 31, 1966 

NATIONAL SECURITY ACTION MEMORANDUM NO. 349 

TO: 

SUBJECT: 

The Secretary of State 
The Secretary of Defense 
The Administrator of the Agency for 

International Development 
The Secretary of Agriculture 
The Secretary of Commerce 
The Secretary of the Interior 
The Secretary of the Treasury 
The Administrator of the National Aeronautics 

and Space Administration 

Development of the Frontiers of South America 

At my direction the Policy Planning Council of the Depart­
ment of State has prepared a study entitled "The Frontiers 
of South America," containing a preliminary assessment 
of the potentialities of developing the heartland of the South 
American continent. This study provides a foundation for 
future systematic work. I wish to see the short and long 
term aspects of the study carried forward expeditiously by 
all Departments and Agencies concerned. 

I have assigned to the Secretary of State responsibility for 
directing this project, using the mechanism established by 
National Security Action Memorandum No. 341 of March 2, 
1966. Within the framework of NSAM No. 341 and because 
the project relates exclusively to the Latin American area, 
it is understood that the Secretary of State will delegate 
action responsibility to the Assistant Secretary of State for 
Inter-American Affairs. .'::: DECLASSIFIED 

E.O. 12356. Sec. 3.4 

CO:WF:IDE:W'I'! A I I 

NLJ 8?-9'6 
By 1df . NARA, Date 'f-lf -l'j 
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The study should be examined in the first instance with a 
view to selecting and developing the most appropriate 
proposals for presentation as topics of discussion at the 
proposed meeting of Chiefs of State of the .Alne r ican Repub­
lics. Subsequent consideration of the study will seek to 
determine the feasibility of the remaining proposals and 
establish priorities for their implementation within the 
over-all program of assistance for Latin America. 

A report on the progress made in carrying forward the South 
Arner ican frontiers project is to be submitted to me at six 
month intervals beginning on December 31, 1966. 

·r 

---------
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THE WHITE HOUSE 

WASHINGTON 

May 31, 1966 

NATIONAL SECURITY ACTION MEMORANDUM NO. 349 

TO: 

SUBJECT: 

The Secretary of State 
The Secretary of Defense 
The Administrator of the Agency for 

International Development 
The Secretary of Agriculture 
The Secretary of Commerce 
The Secretary of the Interior 
The Secretary of the Treasury 
The Administrator of the National Aeronautics 

and Space Achninistration 

Development of the Frontiers of South America 

At my direction the Policy Planning Council of the Depart­
ment of State has prepared a study entitled "The Frontiers 
of South Arner ica, 11 containing a preliminary ass es sment 
of the potentialities o'f developing the heartland of the South 
American continent. This study provides a foundation for 
future systematic work. I wish to see the short and long 
term aspects of the study carried forward expeditiously by 
all Departments and Agencies concerned. 

I have assigned to the Seer etary of State responsibility for 
directing this project, using the mechanism established by 
National Security Action Memorandum No. 341 of March 2, 
1966. Within the framework of NSAM No. 341 and because 
the project relates exclusively to the Latin American area, 
it is understood that the Secretary of State will delegate 
action responsibility to the Assistant Secretary of State for 
Inter-.Arn.erican Affairs. 

'/ 

DECLASSIFIED 
E.O. 12356, Sec. 3.4 
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The study should be examined in the first instance with a 
view to selecting and developing the most appropriate 
proposals for presentation as topics of discussion at the 
proposed meeting of Chiefs of State of the American Repub­
lics. Subsequent consideration of the study will seek to 
determine the feasibility of the remaining proposals and 
establish priorities for their implementation within the 
over-all program of assistance for Latin America. 

A report on the pro gr es s made in carrying forward the South 
American frontiers project is to be submitted to me at six 
month intervals beginning on December 31, 1966. 

Distributiqn: Mr. Bowdler 
Mr. C. Johnson 
NSC Files 

Dispatched 5/31/ 66 -- Rcpts nos. 175-182 
'/ 
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THE WHITE HOUSE 

._ G O~tFIDE~tTL".i.:L WASHINGTON 

May 31, 1966 

NATIONAL SECURITY ACTION MEMORANDUM NO. 349 

TO: 

SUBJECT: 

The Secretary of State 
The Secretary of Defense 
The Administrator of the Agency for 

International Development 
The Secretary of Agriculture 
The Secretary of Commerce 
The Secretary of the Interior 
The Secretary of the Treasury 
The Administrator of the National Aeronautics 

and Space Achninistration 

Development of the Frontiers of South America 

At my direction the Policy Planning Council of the Depart­
ment of State has prepared a study entitled "The Frontiers 
of South America," containing a preliminary assessment 
of the potentialities o'f developing the heartland of the South 
American continent. This study provides a foundation for 
future systematic work. I wish to see the short and long 
term aspects of the study carried forward expeditiously by 
all Departments and Agencies concerned. 

I have assigned to the Secretary of State responsibility for 
directing this project, using the mechanism established by 
National Security Action Memorandum No. 341 of March 2, 
1966. Within the framework of NSAM No. 341 and because 
the project relates exclusively to the Latin American area, 
it is understood that the Secretary of State will delegate 
action responsibility to the Assistant Secretary of State for 
Inter-Ainerican Affairs. 

DECLASSIFIED 
E.O. 12356, Sec. 3.4 

,NLJ 87- 7! 
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The study should be examined in the first instance with a 
view to selecting and developing the most appropriate 
proposals for presentation as topics of discussion at the 
proposed meeting of Chiefs of State of the Am.e rican Repub­
lics. Subsequent consideration of the study will seek to 
determine the feasibility of the remaining proposals and 
establish priorities for their implementation within the 
over-all program of assistance for Latin America. 

A report on the pro gr es s made in carrying forward the South 
Am.erican frontiers project is to be submitted to me at six 
month intervals beginning on December 31, 1966. 
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THE WHITE HOUSE 

- COMPIDE~TTIA:L WASHINGTON 

May 31, 1966 

NATIONAL SECURITY ACTION MEMORANDUM NO. 349 

TO: 

SUBJECT: 

The Secretary of State 
The Secretary of Defense 
The Administrator of the Agency for 

International Development 
The Secretary of Agriculture 
The Secretary of Commerce 
The Secretary of the Interior 
The Secretary of the Treasury 
The Administrator of the National Aeronautics 

and Space Administration 

Development of the Frontiers of South America 

At my direction the Policy Planning Council of the Depart­
ment of State has prepared a study entitled "The Frontiers 
of South America, 11 containing a preliminary assessment 
of the potentialities o'f developing the heartland of the South 
American continent. This study provides a foundation for 
future systematic work. I wish to see the short and long 
term aspects of the study carried forward expeditiously by 
all Departments and Agencies concerned. 

I have assigned to the Secretary of State responsibility for 
directing this project, using the mechanism established by 
National Security Action Memorandum No. 341 of March 2, 
1966. Within the framework of NSAM No. 341 and because 
the project relates exclusively to the Latin American area, 
it is understood that the Secretary of State will delegate 
action responsibility to the Assistant Secretary of State for 
Inter-American Affairs. 

· r 

IJECLASSIFIED 
E.O. 12356~ Sec. 3.4 
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The study should be examined in the first instance with a 
view to selecting and developing the most appropriate 
proposals for presentation as topics of discussion at the 
proposed meeting of Chiefs of State of the American Repub­
lics. Subsequent consideration of the study will seek to 
determine the feasibility of the remaining proposals and 
establish priorities for their implementation within the 
over-all program of assistance for Latin America. 

A report on the progress made in carrying forward the South 
American frontiers project is to be submitted to me at six 
month intervals beginning on December 31, 1966. 
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THE WHITE HOUSE 

COMFIDEHCJ?IAL WASHIN GTON 

May 31, 1966 

NATIONAL SECURITY ACTION MEMORANDUM NO. 349 

TO: 

SUBJECT: 

The Secretary of State 
The Secretary of Defense 
The Administrator of the Agency for 

International Development 
The Secretary of Agriculture 
The Secretary of Commerce 
The Secretary of the Interior 
The Secretary of the Treasury 
The Administrator of the National Aeronautics 

and Space Administration 

Development of the Frontiers of South America 

At my direction the Policy Planning Council of the Depart­
ment of State has prepared a study entitled "The Frontiers 
of South America," containing a preliminary assessment 
of the potentialities of developing the heartland of the South 
.American continent. This study provides a foundation for 
future systematic work. I wish to see the short and long 
term aspects of the study carried forward expeditiously by 
all Departments and Agencies concerned. 

I have assigned to the Secretary of State responsibility for 
directing this project, using the mechanism established by 
National Security Action Memorandum No. 341 of March 2, 
1966. Within the framework of NSAM No. 341 and because 
the project relates exclusively to the Latin American area, 
it is understood that the Secretary of State will delegate 
action responsibility to the Assistant Secretary of State for 
Inter-American Affairs. 

----- -----

DECLASSIFIED 
E.O. 12356, Sec. 3.4 
NLJ SIJ-18 

GO~tFIDEM'fIAL 8y4 NARA. Date ~/-1'/-tf''j 
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The study should be examined in the first instance with a 
view to selecting and developing the most appropriate 
proposals for presentation as topics of discussion at the 
proposed meeting of Chiefs of State of the American Repub­
lics. Subsequent consideration of the study will seek to 
determine the feasibility of the remaining proposals and 
establish priorities for their implementation within the 
over-all program of assistance for Latin America. 

A report on the pro gr es s made in carrying forward the South 
American frontiers project is t o be submitted to me at six 
month intervals beginning on December 31, 1966. 
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The study should be examined in the first instance with a 
view to selecting and developing the most appropriate 
proposals for presentation as topics of discussion at the 
proposed meeting of Chiefs of State of the American Repub­
lics. Subsequent consideration of the study will seek to 
determine the feasibility of the remaining proposals and 
establish priorities for their implementation within the 
over-all program of assistance for Latin America. 

A report on the progress made in carrying forward the South 
American frontiers pr9ject is to be submitted to me at six 
month intervals beginning on December 31, 1966. 
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WASHINGTON 
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MEMORANDUM FOR MR. WALT 
THE WHITE HOU 

8, 1966 

Subject: Policy Planning Study on Inner-Frontiers 
of Latin America 

I have reviewed Bill Bowdler's proposals for the 
"sanitized" version of this paper and considered further 
the desirability of its international circulation through 
CIAP or otherwise at this time. The more I reflect on the 
matter, the clearer it appears to me that it would be unde­
sirable to give it such circu~ation. I say this despite the 
very substantial merits of the paper and its stimulating 
quality as an internal U.S. policy document. 

I was given on Wednesday a preliminary version of the 
Development and Resources (Lilienthal Group) study for the 
IDB entitled, "Multinational Investment Programs on Latin 
American Integration." Although the organization of the 
Lilienthal study is entirely different from the S/P paper, 
the contents overlap in major respects. We have strongly 
endorsed -- and restated only yesterday when I signed with 
Felipe Herrera the amended Social Progress Trust Fund agreement 
to provide additional funds for the Multinational Project 
Preinvestment Fund -- the position that the IDB should have 
the leading oar in determining whi ch specific preinvestment 
studies to undertake, drawing on CIAP, LAFTA, and SIECA for 
guidance as to priorities and relationships with the present 
integration movements. The sending of our study to CIAP now 
would be regarded as a rival venture to the Lilienthal-IDB 
project, which could well cause unnecessary irritation without 
corresponding gain. 

More seriously, the specific indication of certain projects 

LIMITED OFFICIAL USE 
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in the text, and the very long and completely unassorted list 
in the appendix, would be regarded by interested governments 
as an indication of· a U.S. commitment to participate in eventual 
financing. Having read through the appendices, I am convinced 
that no degree of "sanitizing" could make sense of what amounts 
to a grab bag which requires a great deal of sorting out and 
analysis before warranting international circulation. 

There is also the basic question of desirable sources of 
initiatives in relation to psychological and financial commit­
ments by the Latin participating countries. For example, the 
most rewarding of the broad project categories in the S/P 
study I would guess to be the integrated development of the 
Rio Plate Basin (which would also include most of the Rio -
Sao Paulo - Buenos Aires axis, much of the Chaco and Pantanal, 
and some of the Campo Cerrado). By far the best way to 
initiate the conversion of this into a series of meaningful 
projects would be to generate a multinational expression of 
interest from the governments of Brazil, Uruguay, Argentina, 
Paraguay, and Bolivia. This would be very easy to do. Such 
a procedure would be highly preferable to having them grab on 
to a band wagon launched in its unilateral wisdom by the 
United States. 

Since the multilateral approach set in motion through 
the IDB and CIAP was sparked by President Johnson's speech in 
August 1965, and the President indicated a continuing interest 
in no uncertain terms in his Anniversary speech last month, I 
can see significant disadvantages in our getting officially 
and unilaterally out in front with respect to identification 
of particular projects. It may prove desirable for the 
President to refer to some cases at the Summit Meeting itself, 
and he should certainly be prepared to discuss cases there 
privately with his colleagues. For these purposes, the S/P 
study will be very helpful background material. For the 
reasons indicated here, however, I believe that we should 
not give formal circulation to the s udy. 
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