


MEM ANDUM

THE WH! 5E

MEMORANDUM FOR WALT 1

SUBJECT: Inner Frontiers of South America

I get the feeling tha ter 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 .
infrastructure development which shows that the program is
moving slowly -- but moving. (Tab B).

3. ARA is reviewing the scenario paper at Tab C for establishing

a Task 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).

WGBowaler

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 and the locations of mayor untapped natural resources.

Part Three summarizes 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 seacoasts. A vast, unpopulated--or
barely populated--interior beckons and challenges, as it has done for several centu-
ries. '

The result is a product of geography and economic history.

The locations of mountain ranges and 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remained withdrawn in the Andean cordilleras and altiplano, maintaining a distinct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, although 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 enterprise 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 sattached to agricultural development in regions close to the seacoast
or accessible by rail or road. '

Over the last 30 years, the continent experienced its 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 industrial 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 eppropriate to look afresh at
the potentialities of the frontiers, for the following reasons:












-- 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 markets,
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 hither-
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.

The 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 transporting 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;

-- 1in some cases, the continued prevalence of uncontrolled disease;

-~ 1in 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 productivity
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.



IT. 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
the Panama Canal.

1. Darién Gap

2. Wet, tropical lowlands (other than flood plains)
3. Wet, tropical lowlands (flood plains)

. East Andean Piedmont (upper tropical lowlands)

. Campo Cerrado

. Gran Chaco and Gran Pantanal

. River Plate Drainage System

. Rfo-S&0 Paulo-Buenos Aires Axis

. Guiana Complex

O O3 O\ &

Darién Gap. The missing link in the Pan American Highway system is the 250-
mile Darién 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 Darién 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 meke 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
mist 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



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 desiraeble 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 Ministry 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.

Fast 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 S&o Francisco River. This vast area is covered by scrub or
low forest interspersed with savennshs 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



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
S&o 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 Pantanal roughly by the
Paraguay River. The main difference between the two areas is drainage. Much of
the Pantanal 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, Parand 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 Rfos 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 Rfos, Argentina.

Parts of the river system are being studied to determine navigation potential,
particularly the Paragusy River, which runs through Asuncién 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-
gusy and Parand 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 Salto 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.

R{o-S80 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 (S&c Paulo, Rfo, 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 egricultural, commercial, and
industrial component of this larger complex.




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 Parand 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 Tomé de Guayana,
located in the mineral rich area at the conjunction of the Caroni and Orinoco Rivers.
Santo Tomé de Guayana was & 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 additim
to hydroelectric facilities, a steel mill. A joint venture with Reynolds Aluminum
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
Guiane 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 directions: south from the Panama Canal, east across the Andes into the
long piedmont strip and west into Campo Cerrado. 1In 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.

A1l these areas will require substantial expenditure of capital for transport, infra-
structure, and, in 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
an 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 seedi, 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 desirable, 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.

ITI. 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 America, 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 Darién Gap 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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E. Colombia
Potential Colonization Projects « « « « « . . .
Basic Resources SUTYVEY « ¢ o ¢ o o o o o o o o

Land Settlement and Improved Land Use and Tenure . . . .« &
National Territories Air Navigation Service (SATENA) .

Mineral Resources SUTVEY .« o o « o o o o o o &
Potential Feasibility Studies . « . .« « . . . .
Prefeasibility and Feasibility Studies . . . .
Atrato-San Juan Waterway . « « ¢ ¢ ¢ ¢« o« &+ o &

Colombian-Ecuadorian Economic Integration of Frontier Areas

F. Ecuador
Upano River Valley Development .« « « « o« ¢ « &
Arenillas Irrigation Project . . « ¢« . « « . .
Consortium Highway Program . « ¢« ¢« ¢ ¢ ¢ « o &
Penetration Roads to Amazon Headwaters Area . .
Development of Guayas River Basin . . « « .« « &

G. Panama-Colombia
Pan American Highway - Darién Gap + « « . . . .
Isthmian Sea Level Canal .+ « « o o o o o o o »

H. DParaguay
Navigation Study of the Paraguay River South of

Malaria Eradication . « « o« « o o o o o o o o &
Apipé Hydroelectric and Navigation Project . .
Road Construction and Maintenance Training
(Farm-to-Market Roads) « « « « o « « o o« + o
Colonization « o« o o o o o o o o ¢ o s+ o o o
U.N. Special Fund Survey of "Triangle" Area . .

I. Peru
HighwaysS « o o o « o o o o o o o o o ¢ o ¢ o
Air Access to the Frontier . . .« « +« ¢« ¢« o « &
Private Sector Development . « « ¢« ¢ o ¢ « & &
Colonization in East Andes . « ¢ « o ¢ o o o &

Irrigation Development . ¢ o ¢ ¢ o o o « o o &

Carretera Marginal . . + ¢ ¢ o o ¢ ¢ o o o o o
J. Uruguay

Development of the Laguna Merfn Basin o« e e e

E1 Palmar Hydroelectric Project . « ¢« ¢« . o« « &

K. Venezuela
Industrialization of Southeast Venezuela . . .
Agrarian Reform Program . « « o o« ¢ ¢ « o« o o &
Inter-American Gas Pipeline . « o ¢ o« o ¢ o o &

*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 inl rration of Latin 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 miltinational programs. Physical accomplishments on projects underwsy,
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 fhe 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 Summit
Meeting.

The Organization of American States and IDB have contributed funds to pre-
liminary studies for River Plate Basin development, but contemplated UNDP
funds have not yet been made 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

T . - s




One of the problems

kable projects. New

e feasibility
studies now being made through the IDB's Pre-Investment Fund for Latin 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 1 :eml » 1¢ [ 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 study 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 Econc °: Integration to he¢” " 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 sul ‘tted a revised work program to the llith CIAP meeting held in
Jamuary. 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

recc  'nded by CIAP to *" : Sixth "1l IA-ECOSOC meeting in June 1968.

A working group of governmental experts to study the financing of Latin
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.

The CIAP secretariat has agreed to complete within the next two weeks the
du" "cati d 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 further 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 funds based on Latin 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 participants took part.
One of the topics brought up was the possibility of establishing a regional
fertilizer trade association. This topic will be further discussed at a
follow-up seminar to be held in Latin America.

A report will be made available to participants of the fertilizer work group
of CIAP within the next two months which summarizes the results of the
ATID/CIAP questionnaire sent to all Latin 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 muitinational 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 mumber 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 Chanchamsyo-Satipo,
100 km. - $12 million

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

Ecuador

Improvements of connections to
the Carretera, $l4 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 contimues 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 part
limited agricultural production. To encourage fertilizer use, the Govermment
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 part, local currency generated by A.I.D. fertili-
zer loans.)

Multinational Projects to Facilitate Political and Economic Cooperation

1. No new initiatives have yet been taken 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 future negotiations.

2. The Andean Development 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.

~ CONFIDENTIAL—
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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 Desaguadero 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.

Telecommnications

The Page Survey recommended a 1lO-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 communications. 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 plan for the
development of the Inter-American Telecommunications Network (ITN), approved
in 1965 by the International Telecommunications Union, and later ratified by
the Inter-American Telecommunications Commission (CITEL).

As a prerequisite to overhauling South American communications, 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 recormended 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 first phase of
the Inter-American Telecommunications Network. This will consist 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 in 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 Aircraft received the Brazilian contract and GT&E the
contract in Chile. An I%alian consortium has been awarded a contract in
Argentina. A Mexican station is under construction by Japanese interests.
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Similarly, Nippon Electric 1s 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.

Cooperative 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
airceaft. 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 Spacecraft Center in
Houston, with the participation of Brazilian and Mexican teams.

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 Panams 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
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Gap, though no specific offers were made for the funding of projects for
completion. The Govermments 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 financlal assistance
may be forthcoming.

River Plate Valley Development

Development of the River Plate watershed, potentially affecting five nations,
has 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 further
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 from further consideration at
the Jamuary 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 part of the Govermment of Brazil.

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

The Preliminary study proposed does not, of course, preclude immediate
materialization of special related projects. A project consistent with the
goals of basin development (hydroelectric development in the Acaray, now
financed in part 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 from Brazil and Paraguay downriver to Argentina,
requiring costly dredging.
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V. Current Problem Areas

The problem areas discussed in the last Progress Report remain largely
unresolved. The lack of inter-governmental agreements to implement jointly
multinational projects and the lack of action on the part 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 undertake

to appraise and report periodically, perhaps semi-anmially, on progress

in the physical integration of Latin America. Such an action should encourage

Latin 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 Fund 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 Commnications Engineers, Inc.)

3. Study of the Inter-American Telecommunications Network. (Financing
will also come from the UNDP and individual countries.)

k., Preliminary study on the integrated development of the River Plate
Basin. (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.

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

8. Study on the economic integration of the agricultural sector in Latin
America.m

9. 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:

l. Project identification and feasibility studies in the field of regionsal
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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Scenario for Promoting Latin American Physical Integration

1958

By April 1l -
‘Obtain the Presideat's concurrence to proposing in a Hein-
isfalr or Pan American Day speech establishinent of a task
force to develop a plan and establish priorities for tha physical

integration of Latin America. (See Tab A for statement of

proposal.)

By April 3 -
Discuss with CIAP Chairman Saunz de Santamaria and IDB
President Felipe Herrera their taking the initiative to es~
%ablish the task force soon after the President makea his
proposal. (Ses Tab B for possible composition and terms

of reference of the Tazk Force).

By April 3 -
Inform the governments of Mexico, Brazil, Argentina, Cﬁile.
Pery, Colombia 2nd Venezuela of the President’s proposal

and solicit thelr views,



April 6
or 14 -

President makes the proposal.

April 22 -
CIAP Chairman Sanz and IDB President Harrera annocunce
composition of task force during IDB Board of Governors'
meeting., Secretary Fowler seeks IDB support of the Task

Force initiative.

April 29 -
Ambassador Linowitz at CIAP meeting explains financlal

support USG is prepared to give to the project.

May 1l -

Task Force meets to discuss plan of work and appolnt staff.

June 1}
. I

Task force meets to review and approve master plan for study

of infrastructure projects.

June 8 -
CIAP Chairman Sanz, IDB Eresident Herrera and Task Force

hold press conference to announce master plan,



=3

Call on the President to brief him on the Alaster Flan.
Presidest cffers them an alrcraft to visit inney frontier

areas, discuss plan with governments and obtain maximuam

Wblicny .

1969

By (z})__ -
Submit to IA-ECOSOC resulis of all studles with recommeand-

ations on priorities,

Attachments
Teb A - Statement of Proposal,

Tab B « Possible composition and terms of reference of taak force,



Proposed Statement by the Presaident

I proposs that a task force, under the leadership of an eminent
Latin American assisted by outstanding Hemispheric professional
economists, development planners, and enginears, be organized
to prepare a plan for a flve-year program for carrying forward

the physical intagration of Latin America.

Once completed and adopted, the plan wouid be an expression

of the agread priorities in‘ tha task of achiaving the physleal
Integration of Latin America. It would ba a valuable guide, not
only to the Inter-American Daevelopment Bank and the othar finane
cial institutions in considering applications for financing develop-
mant projects, but also to govermments la planning thelr national

investment programs,

Gilven tke interests and responsibilities ¢f Inter~American Davelop-
ment Bank (IDB), the Inter~-American Comumittee of the Alllance
for Progress (CIAY) and the Inter-ﬂmerican Economic and Social
Couz;cll {IA-ECQS0C) under the Alliance for Prograss, I am in-

structing my repressxctatives In these bodles to advance this proposal,



- Comnaoasiticn and Terms of Referencas

Tabh B

-o'f. CIAP Task Force for Latin America Physical Integration

Composition

Chairman - Raul Saez,

‘Members -  Felips Herrera -

Carlos Manuel Castillo -
{Costa Rica)

Gustavo Magarinos -
{Uruguay)
Covey Oliver -

| (expert in roads)
{expert in communication#)
{expert In electric power)
{expert in transportation)

- {expert in petroleum and
~natural gas)

Gorry Alter -

Roberto Huertemaltte -

Secretary -

—————

TM-‘{___@"""’A'U‘

IADBRB.

CACM.

LAFTA.

Coordinator, AFP,

World Bank,

UNDP.


http:elect.de

THE WHITE HOUSE
WASHINGTON

=~ onfidentizt— July 3, 1967
NOTE TO WALT ROSTOW
Walt -

This is the second progress report on the
"Frontiers 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 th

WGBowdler

Attachment
7/2/67 Read-Rostow
with attached progress
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PROGRESS REPORT ON NATIONAL SECURITY ACTION
MEMORANDUM No. 349, May 31, 1966,
"TRONTIERS OF SOUTH AMERICA"

I. Summary

The meeting of American Presidents at Punta del Este, April 12-14,
provic 1 decisions of far-reaching importance for the progrs—
outlined by the study "Frontiers of South America'". It is now

up to the Inter-American Economic and Social Council (IA-ECO0SOC),
the Inter-American Committee for the Alliance for Progress (CIAP),
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 in:.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.'" 1In their Action Program, the Presidents adopted the
following decisions affecting South America for immediate
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 Bolivarian
Highway (Carretera Marginal de la Selva) and its
junction with the Trans-Chaco Highway.

d) "To sponsor studies for preparing joint projeéts in
connection with watersheds, such as the studies
commenced on the development of the River Plate basin...”

In addition, the Presidents decided:

"To mobilize, within and outside 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 Latin 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. 1In all
cases, studies “~ greater depth are needed to ascertain cogt

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."
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II1I. Progress of Inter-American Institutions

Inter-American Development Ranlk (TDB)

The IDB submitted its '"First Work Program for the Preinvestment
Fund" to CIAP at the latter's llth 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,
f=¢’1d*~ 3 the inter-~Americs- telecommunications 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-
erat“1g 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 telecommunications, 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 priority 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 ’ e oot T with
certain exhibits in the ccuc, . oo ticpen o secvcave oopies 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 Preinvest-
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.
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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 Summit 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 —-ltinational infrastructure projects, but at this t*—»
they may place more emphasis ¢~ the availability of external
finance than on the indispensable local efforts.

IV. Projects

™% Gap

Unlike a number of other mult’ ational 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 rems*- 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 prdor 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. Although he indicated
personal interect, President Lleras did not concur with the
timing, on the _rounds 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 Corcress, has concerned
himself closely with the current situatic.. 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.
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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 Project); 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 project during the
past six months was the Presidents' decision to accelerate its
construction. Though work is known to be proceeding on several
segments of the Highway, there is no recent report reflecting the
specific mileage added.

Campo Cerrado

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 system 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.
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River Plate Valley Development

The River Plate Valley Development Program received its greatest
st*ulus from the support g*ren 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 Fund 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 pr*-cipal 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, CIAP Chairman Samz, and
UNDP Deputy Administrator Heurtematte.

The Foreign Ministers Meeting called for: (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 Inter-
Governmental Coordinating Committee to act as a clearing house
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 CIAP. 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
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1975, a total of $239 million will. have 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.

The Presidents of Colombia 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 commission has been set up, and the two
Governments have been at least sporadically in touch with the

ID% 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
financ*1g a ¢ 1dy for regional ¢ velopment of this area, poss*"ly
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 IBRD 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

An inter-agency team lead by NASA visited Brazil March 16-18

to discuss a proposed agreement establishing a cooperative
research project using instrumented aircraft. Opening discussions
were held with representatives of the Foreign Office, the
Brazilian Space Commission (CNAE), the National Research Council
(CNPQ), the Ministry of Agriculture, the National Department of
Minerals Production, the Naval Research Institute and other
interested agencies.
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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

U.S. remote sensor installations beginning on June 18. Following
their return, U,S. experts will again visit Brazil to assist in
f*1al“-*-3 the joint agree -—*=. The est® 1ited date for signing
the agreement is September 1Yb67.

Telecomminicatinng

The IDB and the United Nations Development Program have now
agreed to collaborate on a feasibility and preinvestment study

of the g._eral requirements for creation of an Inter-American
Telecommunications Network consisting of radio, microwaves,
cables, and earth statiens. 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 and cost approximately
$300,000, was given by a recently completed study of space and
terrestrial communications compiled by the consulting firm of
Page Cc " rations Engineers, Inc. for the IDB. Among other
recommendations, Page called for the construction of earth
stations in seven 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 Telecommunications
Committee (CITEL) and other groups met in February to develop
terms of reference under which the Bank will promote the
development of an integrated network.

Memical Fevtilizers

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.'" 1In Uruguay, he comPleted a study of
the "Supply of Fertilizer in Uruguay'' which is being
published as a TVA Report.
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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
e present and potential fertilizer industry of Peru.

4, With assistance from AID, TVA is establishing a world
fertilizer information service which will be available
for the development of LDC fertilizer programs. A TVA
librarian will also visit overseas libraries to make
microfilm 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 /- 2rica which will be more complete than the
"Sources or Fertilizer Minerals in South America, A
Prel: lnary Study,'" Geological Survey Bulletin 1240,
which was released November, 1966.

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
companies 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.

Financial Resources

At the Summit Meeting, President Johnson indicated that substan-
tial additional 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 submitted 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.
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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 President'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 immediate need for funds for feasi-

bility studies, especially for these countries which are
accelerating the negotiation of inter-governmental agrec_.2nts.

V. rMv+rant Problem Areas

Among the five problems discussed in the last Progress Report,

it appears that only the matter discussed in paragraph 4,

relat®1g to earmarked additional funds for multinational projects,
has been resolved. 1In 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 recommendations 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 Committee' 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
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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.

5. As the construction program for multinational projects
advances, care should be taken to include a number of
self-liquidating or revenuwe=produc‘1g projects in the mix
in order to avoid increasing disproportionately the debt
burdens of the countries.
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iber 29, 1966 P
MEMORANDUM FOR V
Walt -

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

He agreed to the proposition of giving Sanz a sanitized 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 of 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,

WGBowdler

Attachment
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The Frontiers of South America

This report is a summry of a preliminary effort to assess ths appropriate
role of hitherto umsed (or under-utilized) land an? mtuml resources in the
fuoncmic development of South America.

Part Ons segcks to put the prdblem in & geneml econamic perspective.

Part Two examines the chamcteristics ar® potentialitie of the princi-
pal underdeveloped regions mnd the location of mjor untappea natural regources,

Fart Three sumarizes the projects under way or under examimtion,

Paxrt Oney The Econcmic Backdrop

A population density map (Figure 1) reveals Bouth America as @
continant whose people still live minly along the geacoasts or close to
them. A vast upopulsted -~ or barely populated ~» interior beckons and
challenges, as it has dope for sevemsl centuries,

The result is a product of geogmphy and aconomic higtory.

The location of mountain ranges and escarmments as well as forbidding
tropical lowlands and rain forests (Figure 2} and Figure 3) dacreed that
men would firat exploit the amable land near the coast or accessible to it,
The Indian population, 1t 1s true, remined withdrawn in the Andean
cordilleras and altiplano, mintaining & distinct cultural and social life;
although the impact of mod n public health measgures has crested population
pressure in the past gensration. Morgover, minsrals, timber (and, at one
time, Amagonisn rubber), drew some entarprise to the interfor, But the
Bouth American interior was -- and by and large remaing ~~ g difficult and
expensive frontier to exploit.

The firat two major phases of SBouth American economic development
reinforced the bias of mature.

Socuth America developed, in the first instance, as a supplier of
agricultural products snd raw materials to Eurcpe, and then, to the United
States, The modern elements in South Amarican life were thus focused
around the ports; and e premium gttached to agricultural development in
regions close to the geacoast or acceasible by mil or road.

Over the last 30 years South America experienced its first mmjor
phage of industrialization., The initial leading sector in industrial
growth has been the production of consumer goods in substitution for imports.
The markats for such godds were, mturally, existing centers of population
and weddth. Thus, the coastal cities built up to mamage South America's
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intermational commerce beceme the focus for industrial activity. The
comstal bias in South American davelopment lms thus reinforced.

Thés initiel industrial phase of South Americean development was
accompenied by a rise to effective political and social power of urban groups.
Investment in infrastructurs, housing, education, and health wvas dispropor-
tiomtely concentrated in the coaptal cities., With certain notable exceptions e-
for example, the building of Bmailis <. the development of the South American
interior and, indeed, of agriculture in general, was relatively neglected
over the past generxation.

South America now stands &t a gtage vhere it is appropriate to look
afregh at the potentiamlities of tha frontiers for the following reasonss

== The demnd for food (flowing from the expansion of population,
incomes, and wrbanization) is increasing in the region as a vhole faster
than food production.

«= The import substitution boom in consumers goods for urban markets
has clearly loat its power to carry forward industrialigation in most of
the South American countries. Thay must tuxn now to widening their domestic
sarkets, diversifying their foreign rarkets, and bullding an sfficient
capltal goods base for thelr industrianl structures.

-~ The impulse to econumic integmution 18 gathering strength under m
mixture of economic, political, and psychological pressures; and the
davelopment of some of the potentianl nev lands rxequires cooperation among
South American countries ms well as between them and the internatioml
fimancing community.

-- - The gtowing industrial and technological compstence of South
America, combined with new technology and capital available from ebroad,
mkes possible now the econumic development of some reglons hitherto denied
by matural barriers, soil limitations, and endemic diseass,

In the next phase, South American indugtrializgation must move toward
efficiency and maturitys markets must be widened and linked; the race between
food production and deamnd must be won and, indeed, South America should
becone, agnin, a new food exporter; its unexploited mtural resources must
be put to work to provide chemlcal fertilizers, minerals, and fuel for its
own development and to enlarge foreign exchange earnings,

Thers 1s, thus, an instinctive and proper feeling that the opening up
of hitherto unuged land end resources could and should play an important pert
in this process,



But vhat part -- and how big a part -~ depends on answers to difficult
and important econamic questions.

T~ Bouth American interic is not, by any means, a rich, open fertile
region 1ike the groat plains or North America., Its development has been thus
far impeded by xesl factorss

~= the high cost of access and of transporting its products to parket;

~= the high cogt of establir™’ng sattlements with community facilities
and social infrastructure of the kind awailable in coastal reglonsg

-« considerable lnck of knowledge and technical assistance nocessexry
to bring the soils into efficient usey

== in pome copes, the contimued prevalencs of uncontrolled diseasesj

=~ .in gome cases, lavs, public policies, and intermtioml £ ctior”
vhich inhibit the cephing up of new lands and resources,

In short, vhat mat be established 18 whether investment in the opening
up of new land will yield greator benafits with respest to agricultural
production and productivity, r 1 resources, and widaned markets than invest.
ment to these ends 1n the more developed regions of South America, Moreover,
the changes in law, policy and intermtic_ .l agreements required for the
econonmic exploitation of wmseed land and mtural resources must be identified.

The angwer to these questions must be estadlished region by region and
project by project sgainat the background of expanding research and explorge.
tiong for, despite the powsrful attraction to adventurous minds, of the
South Amarican interior, there is 8 great denl we do not know, Investment
decisions mgt be based on the answers to these questions.

Nevertholess, it 4s pos ““Hle to map roughly t! - potentiaslities and to
suggest where and how to move forward on & xatiomal vasis.



It 43 useful to set out the major potential wunused regions of South Americ

under the following seven headings, moving, more or leéss, counterclockwise
south from the Panama Canal,

. k}%. ﬁﬁ ssing link in the Pan American Highwoy aystem
43 the 250 nna. »u tropical jungle region containing a
good deal of axabls land bub gﬁgggﬁg notadbly near
the Par—a~Cc” nhia border, ?gg&gagaoaﬁsggg
Highway congress, togother with the U.S. Buveau of Public Reads end cors
responding agencies of the Colmibian E&. Panarpnian govermmants, have done
extonsive swxrveying of the possible routes.

The case for making the link 15 the following: |

e I% would open considerable areas in Penama for cattls raising and
other agricultural usss, as well as creating access to extensive forest ree
BOUYCEs, uﬁ%ﬂgg n&?ggggg

= It would help open up the Panamanisn hinterdand and dvew some
population égguﬁgﬁhﬁag

«s It vould provids a land 1ink between Centmal America and the
uﬁggaggfﬁgugﬁﬁﬁggeﬁggﬁnﬂﬁ
political overtongs throughout the region «« and permit truck traffic between
Centyal Americs ond the industrial centars of Colcmbia.

Thesae positive mspects of the completion of this link of the Pan American
Highwoy must be welghod againet the o 3¢§§§¥mg§ "Frontier”
developmant projects. It 13 also ifmportant that project plaming for this
ares includs adequate disease (e.g., mlaria) contyol measures == to ba
effectdd dbafore ¢ ﬁuagagﬁgpggﬁmg

24 1egion of 6 consists of ggwﬁg
ggﬁggﬁ aﬁﬁggggﬁgﬁg% dﬁﬁnﬁgw
Colembia, Peru, and Bolivia. This region is characterized by dense §52&
wﬁg«% s with heavy rinfsll, high temparatures, and solls of extremely

Ta ty



~ Because of their low ferbtility, these areas remin virtually wmsed;
although cropping is possidls on forested lands under shifting cultivation;
vhils cattle grazing is practiced on thy savamahs at low carrying capacity.

In the very long run, it 4s possible that sophisticated fertilizer
application and suitabls s0ll comssrvation practices might rendsr thess
regions productive. Moreover, permanent tyee crops, like mibbar, are possidbls
vhere drainags problams permit. But, for the foressesbls future, wmless pew
ninerals cr other matural resources are discovered, systematic econcmic
developmant of this vast region doss not appear to be of high priority. Pope
ulation mps of Scuth America axe likely to contimue to exhibit a vast empty
arsa for many dscades, unless there is mn economically desirebls way of
dmmring the wivers to convert the Amazon Basin into o vast lake.

Het 1 lowlands (flood o The Amazon River flood plains

is canducting mmemmnmwcmwmaau regions are
capebls of economic exploitation. The replenisiment of soil mutrisnts
through flooding sugpests that rice might be sconomically produced in these
areas and water buffalo might be mxuzed on pastures resistént to periodic
flooding. Although a few areas of higher lovel ground in ths zons are being
successfully cultivated, mxh fNorther ressarch 4s required to establish
vhether the agricultwral ocutput from this region would Justify the expensive
measwes of watar control required.

mont. This relatively promising region consists of

lays and rolling hills in 8 marrow belt ruming
mmmmrmmeMammn,wcomn,
Esusdor, Peru, &nd Bolivis., It is more than 3,000 milas in length; 1055
miles in width; and contains perhaps 3 million acrea of arabls land.

The following table roughly indicatss the relative expansion in arsble

* ,.,;.,-m
{1,000 acres)
Surrent Andeen Fledmont Zotal
Colondia 12,100 50 12,850
Ecuador 21800 150 2,950
Peru 3,300 1,200 4,500
Bolivia TsTOO 900 8,600

Most of this laxd is forest or woodland, but there are sams savannahs,
On the vhols, this erea has adequate but moderate rainfall; better drainage
and better poil fertility than the wet, tropical lowlands vhich adjoin 4t
to the south and to the east.

This 4s the terrain vhich the Carretera Marginal ds la Selva 1s designed
to traverss. The moeded accass roads are being built; settlers ave moving in;
but the high cost of transporting its commrcial products to market remain ee
and vill remnin <= g prodblem to be solved in the future by a mixture of road



and aly transport plus more efficlent linking to the Amazon ports leading
to the Atlantic.

The region 1s a good potential source of meat, dairy products, tropical
fouds, tobacco, tea, and other cash cyrops. A high premium will attach to
processing in tho region to reduce transport costs to markets.

The Carmo Cerrado, & brosd belt of rolling lands runs south of the
Amazon Basin, from MYato Grosso to thae Sao Francisco River, This vast
area is covered by serub or low forest interspersed with savammahs and includes
at least 400 million acres, a large part of vhich is topogrephically and
climtically suited for cultivation. The low fertility of the soil will
requirg, howvever, correction for mutrient deficiences, Research (including
that conducted systematically by the I.R.I. Research Institute) indicates
that highly acceptabls yields are possible for comm, beans, sorghum, soybeans,
forage, and fibex crops, as well as cattls. At the present time, whils the
wpulation is pushing into this area, it remains very lightly settled.

Massive settlement, however, must be accampanied by a sophisticated use of
technical knowledge, including fertilizer application.anfhc existing (and
expandable region from Sao Paulo to Porto Alegre is evidently capable of furs
ther frultful development and should enjoy higher pricrity in Brazilian
agricultuwel development in the years immediately ahead., Like the Andean
pladmont, this is another major region for systematic future agricultwral
development in South America.

The Cran Chaco and Gren Pantanal, This area includes Cemtral and
Northwestern Paraguay, Northe rn Avgentina, Eastern Bolivia and the draeinage
system of the Paragumy River in Bruzil, The Chaco 1s divided from the Pantamal
roughly by the Paragusy River. The main difference between the two areas
iz drainage. Much of the Pantanal is flooded from November to April, vhile
the Chaco 4s well dxrained and has less roinfall, Both areas have a proncunced
dry deason between May and Septerber. Dus to its size (perhaps 400,000 sguare
miles) the area is important for futwre dsvelopment, but will be costly to
develop. The Pantanal will require extensive drainage works, dikes and roads.
The Chaco needs lrrigation, in pert, before it can be intensively used.
Extansive use in grain farming and improved forage production is possible
without irrigation.

; Paraguay

It extends south from the Mato Grosso province in Brazil through Centrul
and Eastern Paraguay, the broader areas of Brazil and Uruguay along the

River and into Northeastern Argentina (provinces of Entre Rics,
Corrientes). These waters flow into the Argentine delta avea where the Urugway
and Paraguny Rivers converge 4o become the River Plate estuary. Thase rivers
flov through the swamplands of the Pantamal. Not infrequently the rivers of
this system reach a flood stage at vhich they inmmdate vast areas and causa
grave econamic darmge. This ocoursed in the Spring of 1966 in Entre Rios
in Argentina.

Parts of the river system are being studied to detgmi.ne navigation
potential, particularly the Paraguay River vhich runs though Asuncion to
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the Delta. It could be a mjor tronsportation artery from the BrazileParaguayw
Bolivia intoriors Tho U, 1y financing a survey of southeastern Paraguay
which will inelude the Pavggusy and Parana Rivers.

Powey surveys have been cafpleted and hydroelactric facilities are
being constructed on Bmzilian rivers vhich feed thie systems Dovelopment
of these power sites in Brazil vill have an important effect on the dowmstream
vaters in Paroguay and Argentina, The Salto Gronde hydroselectris project
at Concordia, Argenting which will supply powey to Argentina and Uruguay
15 ready for financing.

Thara 1s o growing wrecomition that the pover, mavigation and water
resources of the rivers should be studicd systematically end with the view
that the veglon foxma an economic unit, Study of the river system in its
totality vill require cooperation and agrecmont emong the five countries
involved. The develomment of the river system could be the basis for o miltie
national ngreement and the gstablistment of o coordinating development agencys

The RioeSao PaulosBusnos Adres Axis. Looking shead to the econommic
integration of latin America, the strengthening of transport links between
Buenios Aires and the industrial triznnle of Brozil (Sso Paulo, Rio, Minas
Garals) makes sohoss It 18 not too far fetched to regard that xogion as
constituting in the future of Scuth Amorica s potential metropolitan strip
scathing liks that between Chicago and New York in tho Umlted States, It
containa the richost sgricultural mrea of Brazil as well as Uruguay o= o
countyy vhich could £ind 4ts destiny as en agricultural, commercial, and
Industrial component of this larger complex.

Oneé project vhich would probably be Justified within the decade and which
would drammtize and sccelerats this linkege would be a bridge over the River
Plate estuary (cr over tho Farana delta). The configuration of watervays
around Busnos Almas molws avivard rood comminications betwenn thot center end
the region to the horthe Irproved ferry servics across the estuary is now
conterplnted; but o bridge link might have major divect and indivect effects
on the developument of the whole southoastern seetor of the conbinpefie:

he Guaynna. One of the more irportant developments going forward 4in
South America 3a tha cmtion in Vencezuala of the industrial complex at
Santo Tame de Guayamn, located in the mineral rich area at thé conjunetion
of the Caronl and Orindco Riveras Eanto Torw ds Guayana wus & village
of 000 4x 19503 it 4s expected to reach a mltipls of the 1966 population
of .J0,000 by 1975, It already includés, in addition to hydroelsctric
facilities, o steel mill, A joint ventuwrs with Reynolds Alwminu Company is
axpoectsd for the comstruction of a bauxits reducing plant. DBoth U.S. Steel
ond Bathlehem Steel conduet iron operations wder concession agreemsnts. Tho
emergence of this industrinl center suggests the possibility of linkags with
Guyana whose interior 4s baing explored.

In brow ien, the potential areas for further land develops
ront dn South cussrava vuwast of & sot of possibilities for moving towards
tha interioy in ppecific directionss south ~ 1 the Panamm Canal} east
peross the Andes into the long pilodmont sir vest into Campo Cerrado.




In 2ddition, the irrigation, flood control, nmavigation and hyidvoelsctric
potential of the River Plate valley system remain to de sxploited; the great
wban centers of the southeast to be better linked; and the Amazon flood
plains and Cuayana to be rationally dsveloped. All thess areas will wequire
subgtantial expendituss of capital for trunsport; infrastructure; and, in som
cases, for significantly increaseddchemical fertilizer spplication und water
comtro) works. They vould still leave ths great tropical lowland regions of
the Amazon and Orinoco Rivers relatively wntoughed.

B. Chemical Fertilizers

- latin American chemical fertilizer production relates to the development
of frontier regions in two respacts. First, sams of the presently known
chemical fartilizer xescurces are located in interior or otherwise wndaveloped
regiona, Thody exploitation will involve transport and cother infrastructine
investment; and they should serve to geonsrats centers for wider industrial and
agricultural development, BSecond, scma of the frontisr lands will require
for their effective exploitation the application of midstantial chemical
fertilizers; for sxamples, the Campo Cerredo.

The expansion in Iatin American agrictltural production over recent
decades has not kept up with the inereasing regional demmnd for food. That
expansion has been based mainly on the opening up of new acreage. Batween
1934=48 and 1950, for exmmple, there was only & 5% increase in grain yilelds
in Jatin Amarica s & vhole,

In the last fev yesrs attention to agricultural yislds has been increasing
in latin Amarica, as has deen the consumption of chemical fertilizers.
Nevertheless, 1% 1s clsar that viettry 4in the race between latin American
demand for food and population increass will have to be based on greater
attention to sgricultural yields in the generation ahead than in the past.

As in Africa (but not in Asia) there 1s still wnused arabls land %o be
eploited in latin America. But ths mere opening wp of land will not suffice.

Incyeased apricultral yields requive increased application of fertilizers,
pesticides, and { roved seeds, It has racently been estimtdd,for examplae,
that Iatin American tures on such items, which were sbout $600 milliom
in 1960, mst rise to §2.7 killion per amum in 1960 4f minimm food requiree
monts aye to be met in the region. It has been estimated that $1.7 billien
(of the 2.7 b11lim anmml expenditure in 1980) could be manufactursd from
latin American resources., To ganerate this increase in latin American produce
tion of agricultwral imputs, an investment of perhpps $3 billion will be ree
quired. The substantial latin American import requirements for 1580 stem
from the fact 1% lacks known phosphats and potash resources in sufflelent
quantity to meet this expanded damand 6« as 1s detailsd in Figwe 4.

Chamical fertilizer production is, of cowsg,mobl enough to baing sbout
an increase in ylelds. It myst De made availlable to farmers at reasonadble
prices in an enviromment that also includes fair and reliable pricas for
thair products, relavant techiical assistance, credit, and incentive goada.
Naverthslsss {along with pesticides and good seeds), chomical fertilizers
= & critical factor. Major lmown undeveloped ntialities fox fertilizer

s are the gas £i0lds of Venezusla, Bolitéa (Sucre area), and Chils
vesu?TE dod MO).






Co Minerals

Tha geological resowrces of Scuth America have been incaplataly explored.
&wmmmwulmmemmmmm«muu
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Considarable work in mapping and resource exploration is undervay 4n
South Armerica, wder auspices of matiomnl and intermationsl agencies and of
private capanies. It is desirable, in vi_r of the scals of the problem amd
its tims urgency that attention be given to adaptation of the most advanced
forms of resowrces swrveying and mapping B« using asrial photography and other
remcte sensor techniques.



Part Threet BSome Projects Under Vey or Under Emmimtion

~ Agninst this background, it is useful to examine the extent to which
thene potentialities are now being developed or under serious mimtion.
Work 18 going forward in Scuth America om, broedly, ratioml linesy that is,
1t 18 precisely in the mors promising regions that projects are being
constructed, feasibility studies made, and research conducted./ An aspect of
daevelopment potential is provided by Figure 5 vhich shows directions for
posaible future population settlement in frountier areas,

Specifically, the problems of closing the Drien Cap are being
sys_ _mtically sux _ ed,

w= A prelimimary study for the Colamble overmment of the Atmto-
San Juan waterway is undervay; and the UN 18 now aweiting a formml
proposal from the Govermment of Coloxbia for fimncing a feaaibility
study of a multiple-purpose project.

=~ Work and systematic consultation have been organized smong
the governments of Colorbias, Ecuador, Bolivia with regpect to the
Carreters Margiml de la Selva.

~= Ixtensive research and colonization efforts (plammed and unplarmed)
are going forwvard with respect to the exploitation of the Carpo Cerrado
region of Bragil and Parmguay)

== and the Guayam reglon 1o an active account in texms of the creation
of & new, vital industrial center in Venezuela as well as gtudy and explorae-
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¥See Tigure 6.
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THE WHITE HOUSE
—GONRFIDENTIAL WASHINGTON
May 31, 1966

NATIONAL SECURITY ACTION MEMORANDUM NO. 349

TO: 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

SUBJECT: 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.
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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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[back]
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PROGRESS REPORT ON NATIONAIL SECURITY ACTION
MEMORANDUM No. 349, May 31, 1966,
"FRONTIERS OF SOUTH AMERICA"

I. Summary

The study "Frontiers of South America'" has spurred attention to
the role of the multinational projects in the Alliance for
Progress. The Inter-Atherican Committee on the Alliance for
Progress (CIAP) at its Ninth Meeting decided to reproduce a
special version of the study for distribution to the Latin
American governments. With the help of the Development and
Resources Corporation, the IDB has been refining a list of
multinational projects for the attention of its new Pre-
Investment Fund for Integration. The State Department has
developed a proposal, including financing, for dealing with
multinational projects at the meeting of Chiefs of State.

With respect to several individual programs and projects treated
in Frontiers, a number of additional studies are under way but
only one feasibility report--on satellite communications--has
been completed.

During the coming year, Latin American recognition of the need
for greater self-help measures in the execution of multinational
projects i1s expected to grow, particularly in the light of
favorable action anticipated at the meeting of Chiefs of 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.

IT. Introduction and General Comments

As directed by NSAM No. 349, the Assistant Secretary of State

for Inter-American Affairs 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 of Latin America, for possible consider-
ation at the proposed meeting of the Chiefs of State of the
American Republics.
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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-
feasibility 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."

IIT 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 multinational projects. 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 studies 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
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substantial acceleration of efforts in that area. As the
“illustrative table agpended to the position paper suggests,
expenditures in FY-68 could reach $25 million.

IV. Progress of Inter-American Institutions

Inter-American Development Bank

The Inter-American Development 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 the 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 Resources 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 been
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 of 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 recommendations 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 Choco 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 highway, a step which would be highly important if the project

- 1is 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 Summit meeting.

Campo Cerrado

Brazilian federal and state agencies, with technical assistance
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 these data, a 10-to-15-year action plan determining
settlement costs, preparing work plans, and carrying out operational
steps; (3)To train 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, Salto 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 being 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 Pro jects to Settle Bilateral Quarxrels

Some consideration has been 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 séven 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 deviees 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 South 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 recomthending 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 Latin 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
phosphioric 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
of Chiefs of State.

Current Problem Areas

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 planning to send copies of the study "Frontiers of

South Amerca" to the U.S. Embassies and AID Missions in the region.

3. PFurther 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 of 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 Iatin 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.

ITI. Recommendation

As part of a broad agreement on the promotion of economic
integration in Latin America, the United States should announce
at the Summit its readiness to expand its contribution to
the Inter-American Bank'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 the 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 year,
(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.

IIT. 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. Multinational projects
of a public works nature physically cross the boundary of two
or more countries. A special virtue of multinational projects,
besides their unifying 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 associlation between states.
At present the obstacles to intracontinental communications and
cooperation in Iatin 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. ILatin
America has been described as "a string of islands sur-
rounded on one side by the oceans and the other by sn
unpenetrated wilderness". The ability and will of these
"islands" to exploit shared geographic features for the
common good are similarly restricted. Projects in Latin
America aimed 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 multinational development projects. In August,
1965, the Inter-American Committee for the Alliance for
Progress (CIAP) informed the Presidents of the American
Republics that it had directed its Chairman to explore the
possibility of 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 multinational projects.

On the recommendation of the Foreign Ministers of
the countries comprising the Iatin 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 toaccelerate identi-
fication of integration projects in ILatin 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 mermber
countries, plus interested non-members.

In December, 1965, the IDB contracted for the services
of David 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, communications and power) 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 multinational 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 public works projects. Examples
are the Carretera Marginal 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,
Ecuadoer.

2. Comprehensive or development projects based on multipurpose
development of a physical or geographic resource.
The most frequently cited project in this category envisiong the develop-
ment of the five-~country Ia 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 Amazon 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
underway or could be completed by the end of calendar year 1967 for a
nunber of projects of high importances
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A continental telecommunications system by satellite., A
feasibility study of the system by Page Communications
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 in any one fiscal year will not be known until
the Page study is finished. Preliminary cost estimates are:

Part I $ 150 million
Part IT 350 million
Total . 500 million

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.

The Carretera Marginal Highway in Colombla, Ecuador, Peru
and Bolivia. Pre-investment studies for a few portions of
this 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 specific areas within
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 féasibility studies good cost data
is not available. A preliminary estimate pending a detaiiled
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 Throughway. 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 year
period. Among new projects to be studied might also be the proposed
Choco 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

—CONFIDENTHAL——




~— G ONF BRI AS——
-6 -

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 is 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, multinational projects will require
new forms and arrangements of international ccoperations among banks,
insurance companies, shippers, customs agencles 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 & 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 expenditures 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 Expenditures

Telecomm.

Carretera
l. San Alejandro-
Villa Rica
2, Rio C.-Satipo
3. San Ignacio-Jaen
4. Ecuador

Lima-Curitiba
Bolivia-Argentina
Paraguay Connections

Uruguay River Bridge

Central American Road

Resource Surveys by Satellite

NOTE:

for Multinational Projects

1968 1969 1970
Oblig. Exp. Oblig. Exp. Oblig. Exp
25 16 50 37 Lo L3
- - 25 3 - i0
6 1 - 2 - 3
5 1 - 2 - 2
2 1 - 1 _— _—
— - 25 3 - 10
- - - - 50 2
12 6 - 6 - _—
o= = ke o= 10 2
50) 25 100 5k 100 75

Figures may change as feasibility studies develop

further information and cosgt data.
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APPENDIX B

COMMENTS ON THE LILIENTHAL REPORT,
"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 report 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 adoption 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 report calls for additional studies, which,
at a cost of about 52.3,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 insure 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 recommended

GROUP 3
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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
questions, 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 (Salto 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 the 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 cooperative 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 geo-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 before
multinational projects will be realized. In fact, it may be
necessary to develop a "strategy on studies'.

—CONFIERENTIAL —




THE WHITE HOUSE —
WASHINGTON

2:35 pm - 6/16/66

Mr. Smith:
One John A. Reinemund, 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 remnest should be submitted there.

rb - 6/16/66
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Dear Mr, Secretary:

Last Jannary the Presldent requested the Policy Flanning
Council of the Department of State to make 8 study of the
potentialities for development of the heartiand of the South
Amasrican Gontinent. With the valuable assistance of mem-~
beres of your Department, the Planning Staff recently come
pleted the enclosed preluminary report, entitled "Frontiers
of South Amarica”.

The President has reviewed the report and directed that ine
tenslve study of the proposals which it outlines be carrled
forward expeditiously.

Direction of the project is entrusted to the Secretary of State,
with action responsibility falling on the Assistant Secrstary
of State for Inter«American Affairs, Mr. Lincoln Gordon,

I enclose a copy of Natlonal Security Action Memorandum

No. 349, dated May 31, 1966, containing the President's
directive.

I want to thank you for the assistance which your Department
has already given to this important project,

Sincerely yours,

W. W. Rostow
Enclosures

The Honorable
The Secretary of Defense
Washington. D, C.

Identitial letters sent to each addressee of NSAM 349.

cc: WM. Files
NSC File

e



June 2, 1966

Mr. William Bowdlex
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
Acting Executive Secretary

Attachments:
As stated

\






Junsg 3, 1Y

Dear My, Secrethey:

Last Josuary the President raguested the Policy Planaing
Council of the Department of Siate to meke & study of the
potentialition for developenent of the hoartland of the Bouth
Americsn Continent. Witk the valusble asslstanee of meme
bers of your Department. the Planning Stafl recontly comme
pleted the enclosed praliminary cepori. exntitled "Fromilers
of South America .

The President bas reviewed the report and directed that law
tenuive study of the proposale whick it outlines be earried
forward expeditiovaly.

Divection of the project is antrasted to tha Secretacy of State,
with action responsibility falling on the Assistant Seorotary
of State for ItersAmerican Aflairs, Mre. Lincoln Gordon.

1 esclose a copy of Natlonal Sezurity Action Memorandum

Ho. 349, dated May 31, 1946, contalsing the Fresident's
dirsative,

I wazt to thank you for the assistance whick your Departnsat
hae alzesdy given to this wnporiant project.

Siocerely yours,

We W. Rostow

Enplosures

The Honoralile
The Seervtary of Defense
W“mgt#a« ﬁ. 'c:-r

Identifial letters sent to cach addressee of NSAM 349.

Y3 Flles
€¢I NSC Files -CONTIDENTIAL
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—CONRIRDENTHALE— June 3, 1966

Dear Mr. Secretary:

You are familiar with the study "Frontlers of South America“
which I prepared at the Prostdent's request while I was still
Chalrman of the Policy Planning Council. A copy of the final
product, which I went over carefully with Line Gordon before
golng to print, ia enclosed.

The Presldent has now raviewed the study and directed that
further work on the proposals it contains move forward with-
out delay. He has approved the enclosed Natlonal Security
Action Memorandum No, 349 outlining how he wants us to
proceed.

Slacerely yours,

V. W, Rostow

The Honorable
Tho Secretary of State
Washiangton, D. C.

Enclosures



— G ENT A Juns 3, 1966

Dear Mr. Secreotary:

You are familiar with the study "Frontlers of South America”

which I prepared at the Presldent's requost while I was still
Chairman of the Policy Planaing Counell, A copy of the final
product, which I went over carefully with Line Gordon before
going to print, s enclosed,

The President has now roviewed the etudy and directed that
forther work on the proposals it contains move forward withe
oat delay. He has approved the enclosed National Secarity
Action Memorandum No. 349 outlining how he wants us o
proceed.,

Singerely yours,

V. W. Rostow

The Hounorable
The Secretary of State
Washington, D, C.

Enclosures

“\






MEMORANDUM

THE WHITE HOUSE
WASHINGTON

CONEHENTIAT— Friday, MayZ27, 1966

MEMORAN 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
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 problem 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.

CONEIDENTIAL “Eedes. 18 HANDWRITING FHE
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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 opposed to extensive investment
in expanding 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 Guayana region of Venezuela and British Guiana;
the linking of Buenos Aires to the whole region south of Rio-Sao
Paulo; and the River Plate drainage 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 basin unless the proposal for making it a lake

(by damming the rivers) should prove feasible.

CONFIDENTIAL
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5. As the survey of seventy-four projects under way or envisaged
indicates (Appendix I), 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 recommendations 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 isolates
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 clarify 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 basis, 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. ’

CONFIDENTIAL
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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 CIAP framework and within the
U.S. Government continuing systematic work on the de-
velopment of the South Amierican 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 America 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) visit Latin America, you may wish to-
visit certain selected frontier areas as well as the conventional. cities,

—

The Frontiers of South America,
with seven appendixes,

Enclosure
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Draft Material for Presidential Statement on

Frontier Development for South America

The Alliance for Progress 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 themselves, 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 Latin 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 Darien 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
basin 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 mos 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 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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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 sfudy.

(e ) il
Lincoln Gordon
Assistant Seeretary
LIMITED OFFICIAL USE
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