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Disanay :..n Ch:i1c Pdu;y 

l>t.Jt"iJ1.R the l.<~:.•t yem- and a h.:.lf we ha.·.·c done , ... ,haf we could to 

support the Chilean Gover:-fl[ll~nt in i:.s attempt:; tv get its ecc·r.omy 
undfo:l:' control o.md defend itself against tho po:;::oibHi ~)' of Peruvian 
3 p; gress) on n·om 1 he No• lb. A I the same lime we have m;"ld~ cle.a:r i o­
ll:e GOC 1.he prot:) lems ';;\'hicb ~re t:re:\t.e-J for us by the cont:nutng 
rt!ports 3.nd cJ:illcism of denial of h11m;m rlg:"\ts tl1cre. Tb~ Prt'~!ce.tH 

.-nd Sccret:ll"]' have bot h cx?rcssc:C. to Chllc:an Covel'n:~r.cnt 
n:p:rcscntatives U.S, support and oymp•athy f,)~ its efforts to rebuUd 
tl·.e 11 a lion • We r.tad e a maj o:- , St1 c: ces sful effor: wit.'\ mu- Europ ear: 
11l1les to g~t a t)ew Chilean debt J·e:;che!il.iHng approved by the f'a't'is 
Club. We ho.ve :'li l~ge PL 480 prog:n.1.m ~~r'ld have UI·p:ed the T:BRD to 
supf!cl.·t loan pTojcc;b;. W...- have promised tc ::e.l1 u~Uitary spare p;U"ts 
as .:to en as po:s :s iblc , 

There is s tt-or..g C!'iticiam cf this ?l'll ~ .:;y fl-om t11c Congn·t:s and from 
withi.11 the U.S, Government. Human r i ghts advocates 1n boLb Houses 
fo;rced us to i n te :r.-upt ml.H tary sales and cred iL. A n.uubor o~' o ffic;e::l's 
h'l che F.m!.Jassy at .Santi t~go n<LV'e Wl'it.leJL a dissent f~ the CASP 
f:ubmi::;.~;;on wl: icb was considcl"ed i n a pl'e-lG meeting ;"L1 State, The1r 
d1~sent, whkh was :strongly suppCJrler;'; by ll'.e- Policy Pl;:t[1nlng oC!icc 
~n ARA, called for cutlin~ ofE all economic: ;LrJd rcll.Hary assi:;I,."Lnce 1:.0 

Cbilc untL: lhe human ri:gbts :;i~'ll :llKJr. improved, All (Jther a.;;~;cr:.cit.-:s 

supported the Alr•hassadc1· ·s rt!CNrmendati.on. wh:.ch c;~ll~d fcl' 
c rrnf.nued ~.u3Jport , ~og~ Uu::1· witb th~ ~, tL~'I'ec1 -up rcprc!;~n l ations 1.m 
hum ar~ rigbts , 

0n4,;: of the main clcn:cn t.:. u( H , S . assist<~ n;:: !..' r:.c C hile: was toO 1 )t! a 
Hcusin~ Gua:rc.utec : oan <1 f $5S : [ r ~Li.m-., The lnar had been app:t-oved 
'':>'} the lnler- A g.ertcy c:u.:c Ctx.wcEn:!.t..hg Comm1H~ ~mcE Dev~lcpmc-:nt 
Lo:l.r'. Comw.i~cce. lt h.J.d bee-n anno-uru: ... c to t1:c CongTt:.SS 1 which had 
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no objeo;;.tic.•n. •md to the Chi.1c.=>tm;, -w.-1-JC: w~r:-e er.Un: s:l.:-~t.lc; n.bc.mt 
it. At tbe hst minute J a few duyil: before Cl·.r· r.nd of Lhe fits cal year, 
a decision was take!l. •.1.·ithout consultation. by /'. RA to reduce th;Lt 
lcc.n (o $30 mill:lon. with the possib!lit>/ Left open oi m<ddng ttp lhe 
d lff,,rehct! d~trlng the . .::eoonc.l h~t1f uf L}w ye:u-, Tbc Chileans have uot 
been in(or::l.led 1 but other goYcrnment agencies ;u·e 1nte:n~ely annoyed. 

On milic:ary sales. Wf! bad held off ur.til Ju~y li't'st, as a ;~;e::;u)t nf 
Para~t-aph 25 of ~he Foreign .A!!~I.!tt.anc:e Act, wbich restricted fM:S 
lr•~m;a~ti<m::: with Chile. "fhe CnA e<m1ainetl r10 such resh•k:ion or 
i m:;>tic<Jtion r.:f one. though ;') numb~r of Seva.t.o-rf: (Kennedy. Brook~. 
McClellan) arc under th.e impression th<~.t it con~1nl..~es to apply. 
Ho'"·eve:r, the la•,;.·yera , State as we 11 as Dc-fcn:;e , are a.g reed that the 
l"estl'ict!.on bpsed with the Act . The Senators failure to \tnderstand 
u ,is does not create a:n.y leRal ob ~tad c. lSA i:; add1·e.s.si1'1g a :menlC 
to s~e.retal')' Sc:bJesi~1gel' asldnF, his approval to proceed witll $5 
million already a.p?roved by llAK (and lhr: Pn~ :;lc.~ent) tnn.de up of 
naval spru·es, sidewinders .and il substitutic::Il of F - 5B Trainer-s far ~ 

0 F - )E Fl~hters:~ It also plana to writ~ th~: Secrc"hlry t:oncel"n1n8 a ~ 

r~maining nea:t-ly $SO f:r'lillHoll o! valid co:ntrad.ua.l obligation~ ~ig~H~rl ~ 
with the Chilea.ru; but s\l:::::~nded b~c:)ilae o{ Pa-ragraph lS. Cax·l M;;~w . o-e 

apparcntl}• bclievc.s that he has an undct~ltatJ(l;h)g wHJ.) Defense lh.i.lt ! ti ~ 
it 1.'.'111 not authc~i>• eal•s to Chi~<! witOout checking ha.ck with him . ~ 
My ulld~:t-standing \\'3.!3 that Defense could go ahead on it:. SS mnlion \ iij 
previously ituth\:riZit:d by St:1~ (;~nt.l us) :f there was nothing in the ~ 
C::tA to prohibit i t. ARA w;mts <t h<~ld pi,Jj~ Ott everythinp, 1 includi..n~ ' ,....- i:q 1 

lhe $ ~ million • until the m a ~r cc.n b c recoil :;~cert;d . } ~ S 

Chilc.-n Pl·ec:.;idc::nt Pinoehel cajled in OU!" Amhassado;r On ~fcnday to 
proc:est the ·run-around being given hi! : r~i>reser~tative in W<'lshingt~m 

~ k~~-b?--~ 
~ ~;v.; Jrr I 

""1~-
in tel':r.l.S of arms sales. He also cxpn:.'l!.et~ his c:o1-:.tinuinR 
preoccup~1ion with the thl'eat f1·om Pen: ocw Hm1 the in::.tallations hn.v~,;: 

been comple~d fQr the Soviet tanks :;md other milH<.,T)' c<.j_tt!ptll~l'!.t 150 
milc:s f1·co lh~ Cru1c<.m har~lrcr . 

The- Ch:Je.ans will be very upset \vnen t 1-:ey l2arn d the .:.mb~;t atl":fa1 

r~ductJon in the Housing Gu aT<mtct: lo:..n. H we now aurbo1·i:~;c the 
$5 tnilHon Inllita.ry sales, the s ip;nals bdn-g lt;"ailRJ;l JLr:ed co 1hc:r. ...... i:1 
1nd ee 1 ~ l;e t:.Cnius.ed. If we do-n 1 1 • cbc :..dgni!ll:.: w i: l be clear • but « ~o 
t}-~y C(];-~fOttn lO tl-te polk)" the .Sc:.l'etary want~; ill fcl:ow? 



Tn!lliSUJ")' L"'. ar~:noyed at the- Hou.sinr, Guarantee dcd:;ion whic!l. it 
ccn~ider:i ;L d~p<.u-t.ur~ il-m~li agreed policy, Jt want:s gui d<'lncr= on 
wbi.lt ~t ~hou]d dn in re.<Jpom1e co lJ.'.lestlons: it is p;et tin:H f::--om t~r:w 

Y c:-}c: on a $2 0 0 million cumrn -:.rc·.:· .. l 1 1-):lr\ beh' g floa~d t:'lc-r c , and on 
how to !l.andlc prcs:..mn~ to L.ll;"":S~ the JRRD to 1u·ut:ess mol.·~ loan 
pnlj ec ts , A 11 ag-r e<' tl• ::..1. t he Chi ~eatl ec.onomy is in re.-1 E"ron h l~ as 
a res•1lt of eh~ t;te;.~<.ly C.cclin~ i11 the eoppe:r ?rice. An indic•1.tion 
that t~H~ U • S , i;:; ·wi.thd r •'win g l1.!1 t!(.;Onomi e supllor t could diry up 
:~ourcc--..s of external capital •1nd prcdpH:tk: ~r.. ec:onomk crisis. 

ln ord{)r t(;l straighten this cut, there m a.y be so me paint t.o ho ldirLg 
an SRG, which would give ethel' ag~cies: an cpportun.ity to e:Xl):ree!l 
their views and clarify guidcline.~P for future poHcy, 

RECOMME.:-.1)A TION 

That you discu:s:; thl~ with the Sec;:retary and schedule t~n .SnG un 
the subject .soon, 

.lJ is approve 
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