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UNCLASSIFIED

Role of the Private Sector

Argument: The private sector should be the primary

force in economic development. We are relying domestically
on our own private sector to bring about more vigorous
economic growth. We believe that many developing country
economies can benefit from policies that give the private
sector a greater role.

Resgonse:

1) Private sector participat‘~n provides economic
incentives to work and invest while decentralizing
economic decision making to the production unit.

In the United States we are moving to revitalize our
economy by eliminating excessive regulations and
government intervention.

2) The US will support policies in developing countries to
expand private sector lnvolvement by working to
eliminate USG disincentives to US private
sector involvement in developing countries;
exploring new ways to create a more open climate
for trade, investment and capital flows; increasing
AID's private sector orientation (creating a
special Private Sector Bureau); improving other US
programs that support the private sector in
developing countries; supporting efforts of individual
developing countries to create a more favorable
internal climate for foreign and domestic private
sector activity; strengthening the role of the
multilateral institutions in their support of
developing country private enterprise; increasing
the involvement of individual US firms and private
business associations in providing management and
technical training for developing country personnel;
and seeking more effective ways to bring together
developing country enterprises and US suppliers of
appropriate technology.

Facts:

The role of private enterprise in developing countries is
almost totally dependent on their own national policies. Key is
the climate for investment - both domistic and foreign.

Net new US direct investment in developing countries in 1980
is estimated at $8 billion. This includes trans s of significant
amounts of technology and training.
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UNCLASSIFIED

Brandt Commission Report

Criticism: The United States is not taking the Brandt
Commission's Report seriously.

Resgonses H

1. The United States does take seriously the issues raised
by the Brandt Commission Report. I am here in Cancun
because I agree that the state of the world economy in
general, and that of the less developed countries in
particular, merits new and high level attention.

2. I reject the hypothesis of the report that the world
is or should be divided in two ¢ 1ps of --»rth versus
south.

3. While the report calls for several remedies with which
we agree, such as emphasis on the importance of agri-
cultural production, increased energy supplies and open
trade, the report also calls for some politically
impossible ideas (massive transfers to the South)
or vervy poor areas (SDR-AID Link) in the structure
of the world economic s¢stem.

4. Nevertheless, the report is useful in focusing global
attention on these important development issues before
the world community.

Facts: The Report of the Independent Commission on
International Development Issues, chaired by Willy Brandt, was
issued in February 1980. It's alarming description of the
economic state of most developing countries is essentially.
correct, if perhaps overstated. However, many of the report's

roposals for remedies to the developing countries' problems are
neither new nor realistic. .

We recognize the important role which the international
community can play in assisting the developing countries'
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produced or imported products or services have often been
the source of poor economic performance. Similarly, protect-

FTHTAT ACOOTHTOMN




Differentiation vs. Universality

Argument: Policies and actions to promote development in
developing countries should be tailored to the needs of
individual countries or groups of countries.

Responses:

1. The international community should recognize the
diversity of the developing countries and differing needs of
countries at different levels of development and in varying
circumstances.

2. Treating developing countries as a monolithic bloc
makes it more difficult for developed countries to respond
to legitimate developing countries needs.

3. Differentiating among developing countries is not an
effort to break developing countries unity, but is an
attempt to address development problems more realistically.

Facts: Developing countries are an extremely diverse group.
Their resource endowments, population structures, and state

of economic development vary dramatically. The appropriate
international support for development efforts varies accordingly.
The problems of each country or group of countries are best
addressed by policies specifically designed to their circum-
stances or regions. Universal measures applied to all developing

countries can lead to a misalloction of resources. Develop-
ing countries resist a differentiated approach, especially
in international economic negotiations.

Since 1973-74, when they saw the power of the OPEC
cartel to raise oil prices, the developing countries have
sought to force concessions from the industrial countries by
maintaining a united front, especially with the OPEC
countries. This approach leads to a proliferation of
demands. Every country's needs or wants, no matter how
irrelevant or even contradictory to other countries, must be
included to maintain unity. FPor the same reason, the
demands cannot be given anv order of orioritv. The net
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UNCLASSIFIED

. Regionalization

ument: Cooperative regional approaches to economic
sues should be thoroughly explored and implemented where

propriate.

responses:

1. The regional approach enables developing countries,
donors, and international institutions to coordinate
activities to allow for greater impact of development
efforts through reinforcing national efforts.

2. The regional approach can take advantage of expertise
already developed by some countries in a region to assist
other countries with similar problems.

3. Cooperation among nations of a particular region
on trade and other economic issues can often provide
far greater economies of scale and more efficient resource

allocation than a strictly national approach.

4. Regional development programs reinforce the UN objective
of economic cooperation among developing countries (ECDC).

Facts:

The US is currently involved in several regional
efforts to coordinate development.

Caribbean Basin Initiative: The US proposed the CBI as a
program to coordinate actions by the Caribbean nations,
donor countries, and international financial institutions in
the areas of trade, investment and foreign assistance to
complement the region's own development efforts.

ASEAN: We are committed to a close working relationship with
the Association of Southeast Asian Nations (ASEAN). We

have benefitted considerably from a better understanding of
ASEAN's views on multilateral issues and ways to strengthen
our bilateral commercial ties.

ECOWAS: The Dnited States already works closely with the
Economic Community of West African S3° tes (ECOWAS) as it
strengthens economic ties among the countries of West
Africa. We consult closely on trade and investment issues
and look forward to increasing cooperation.
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ONCLASSIFIED

Natural Resource Development

Criticism: The U.S. and other industrialized nations
are consuming a disproportionate share of the world's natural
resources at the expense of economic growth in the Third World.

Resgonse:

1. There is a correlation between economic growth and
resource consumption. We, however, reject the notion
that "excessive" resource demand by any country or group
of countries is a constraint on the economic development
of others.

2. Our collective concern should rather be on how to
increase and sustain resource availability over the
long term in view of continuing population growth and
industrialization. This has been relatively neglected
by economic and development planners...and significant
progress is possible.

3. Excellent opportunities for expanding resource avail-
ability exist through in roved planning, better
management, conservation and technological innovation.
The U.S. is now making substantial reductions in
energy and raw materials usage through a combination
of these measures. This is a profitable area for
increased international collaboration, and we
stand ready to share our experience and knowledge.

Facts: There is no evidence that reduced resource consump-
tion by the U.S. would stimulate greater economic growth in the
developing countries. A much stronger argument can be made that
U.S. economic prosperity has historically had a significant,
positive impact on developing country economic and soclal development.

Future worldwide economic growth will depend on both expanding
supplies of minerals and energy, and on maintaining the produc-
tive capacity of water resources, forests and soils. However,
many poor nations are now finding their development programs
being undercut by the degradation of their natural resource base
on which food production and industrialization critically depend.

Rich and poor nations thus have shared int st in
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and inefficiencies in use, _and improvi the nt of
renewable resources. The U.S., @as a v -1d leaaer in Tesc rce

management and conservation, is in a strong position to engage
the developing countries in effective cooperation in this
area, and to change the tone of the r--ent North-South
dialogue on resource development issues.

UNCLASSIFIED
















; — |
. T ,‘
MEMORANDUM FOR: Norman Bailey )
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NSC Staff Member e
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Enclosed are several additional pieces of
work done to support USG participation at the

- Cancun Summit:

“ i

° A summary of LDC participants' views
toward the North.

° A baseline sment of position:
proposals assoc1ated with the 21
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countries actin~ *together in OPEC-style arrangements can use their control of natural
resources to achieve this reform. It will try hard to convince the US to promote progress
in the North-South di ~>gue at Cancun in order to bring other Western states into line as

well. (&)

Bangladesh values its relations with the US and with other industrialized countries
for their economic aid and for security from threats by India and the Soviet Union.
Bangladesh determines its positions on international issues by their im; : on its
relations with donor countries, particularly the US and the moderate Arab states. For
this reason, Bangladesh tries to s.upport US interests in international forums whenev i
poss le. Bangladesh was encouraged by the cooperative US role at the recent Paris UN
LLDC conference, which it saw as a US commitment to greater economic assistance to
the Third World. Bangladesh hopes that at Cancun, the US will support its quest for
continued North-South discussions and Global Negotiations. (S

hes important economic and commercial ties with the industrialized
cot ries.” It views Cancun as an important meeting of high-caliber, widely-respected
national leaders. It clearly expects to measure the success of the Summit by the
willingness of the US to agree to Global Negotiations. Brazil also wants Summit
participants to agree to monitor global progress on such issues as financial and trade
- grad ion, technology transfer, a more open trading system, and Law of the Sea
negotiations. At this time, however, Brazil's priorities on these issues are not clearly
delineated. (€7’ - - ‘

~hina hopes for close relations with the US, which plays a key role in its foreign
and economic policies. Within the limits imposed by differing « 10omic and political
systems, China has turned to the industrialized nations for modern industrial equipment
and technology, loans, and management expertise. Although wary of the potential
im| >t of this policy on their society and proud of their self-reliance, Chinese leaders
believe the opening to the West is vital for China's e¢onomic modernization and as a
stratc ‘¢ balance against the USSR. (&

s tl ries of the industrialized nations to
deflect criticism of domestic economic deficiencies. He has claimed on several
occasions that the industrialized nations practice economic aggression against the
LL _.. He believes that the US, in particular, presses Guyana for economic reforms
because it wants Guyana to alter its political orientation and enter the "US orbit." At
the same time, Burnham realizes that much of his foreign aid comes from Western
nations and, therefore, accommodates on some matters that do not involve obvious
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and to demonstrate that Venezuelan foreign policy is independent of the US. (C)

Yugoslavia relations with Western industrialized nations, particular}y the US, are
very close and friendly. A leader in the Non-Aligned Movement (NAM), it sees close ties
to the West as an essential and protective counterbalance to its relations with Moscow.
Be rade needs the Western countri.es'as valuable trading partners and as sources of
much-needed loans, but it will not-jeopardize its nonaligned status just to favorably
impress the West. The Yugoslavs will actively participate in the North-South debates as
they see common economic concerns as the strongest force that binds the NAM. They
will, however, probably play a moderating role and emphasize the need for cooperation
and compromise. This stance in the past has divided Belgrade from rivals such as Cuba
that use radical stands to establish their predominance in the NAM. Yugoslavia is on
amicable terms with the other Cancun Summit participants and should not pr« :nt any
surprises at the Summit meeting. (6}






Developing Countries at the Cancun Summit - continued -

Gount'r
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Guyana
($870)

India
($220)

Ivorv Coast
(41, )

+

.

Mexico
($2,430)

ard the U3

Assails US for
"imperialist” policiesy
criticism of other
industrial nations more
muted. Believes US
hostility shown by veto
of IMB loan and
neuttality on Venezuelan
border dispute.

Relations with US
strained but polite.
Opposes US arms aid to
Pakistan and US presence
in Indian Ocean.

Moderate, pro-Westernm,
good relations with
France; nonnally cordial
with US. President
Ilouphouet-Boigny seeks US
coammi tnent to stabllize
LDC conmodity export
earnings and objects to
Us failure to sign
international cocoa pact.

Uncanfortable with close
political and econamic
ties to US, yet proud of
current good relationship
between lopez-Portillo
and Re n. Strives to
diversiiy its trading
partners and chart .
independent diplomatie
cour

E¢ omic and Militar
Ties with the B ’

Depends heavily on US
market for high-grade
bauxite exports and as
main supplier of f[ood
imports. Owes $17
million to US banks and
$7 million for
nationalized US assets.
Multilateral aid

essent ial for govermment

survival.

US trade important but
not vital. Qurrent debt
mostly official, but
beginning to seek
conmercial bank loans.
US aid and investr t
flows are modest.-

Bulk of econamic and

milltary aid fram France *

and BC. US investment,
trade, and (inance
relatively uninportent.

.\\

No military ties. US
accounts for two-thirds
of Mexican exports of
mostly manufactures,
fuel, and food. Most
camercial bank loans and
bulk of foreign
investment f(ram US.

Congru-—-e¢ with US . -
wﬂ!llc and Political

Values

N\
Econamy 80% state-run.
Govermment authoritarian
and opportunistically i
leftist. ’

IS
.

<

Democratic political
system. Strong state
trol in industrial
sector, but liberalizing
trend evident recently.
Good record on inflation;

-ONP growth highiy

susceptible to weather
and oll import.prices.

. .

One-party govermment with
édlected officlals.
Market-oriented economy
with French-style control
anid planning. One of few
African econamies with
diversifled and
productive agricultural
sector and good growth
record.

Carbines vigorous private
sector with ‘ernment
control of key
industries. One party
daninates politics but Is
responsive to wide
variety of interest
groups.

OONFIT  TiAlm

Econami ¢ Problens

No growth since 1976.
Inadequate management of
state (irms and
politically-motivated
disincentives to private
production drive econamic
problems. Rice price
ceilings set below farm
costs. Lack of
opportunity pravpts braln
drain.

Strength of local
govermment impedes
implamentation of
national econanic
policy. Past amphasis
Internal economy hinders
export earnings. Cruel
rail and electriclty
sectors hobbled by labor
problems and inadequate
equipment,

Current financial sqyee
reflects low world market
prices for cocoa, coffee,
and tiwber exports and
need to control external
debt,

Serious inflation and
balance of payments
problems stem fram
overambitious growth and
consurption goals;
situation exacerbated by
high world interest rates
and wesk oll export
market.

-

Roie th-South Forum

Activist LDC favors
verbal confrontation with
industrial nations.
Serious border dispute
with Venezuela may
broached in Cancun
bilaterals with US and
possibly during plenary
sessions. |

A principal founding
marber of NAM. Works to
strengthen image as
leader and spokesman (or
LDCs. Avoids
confrontational tactics.

Active participant but no
LIC leadership

avbitions. Favors
diajogue and
carpranise. By agreement

with other Africans will
raise camodity export
concerns at Cancun.

1t
Views itself as firmly in
Third World but also -
on leading euge of
industriatization.
Lopez-Portillo arphasizes
moderation and
accamodation in North-
South diaiogue.






Developing Countries at the Cancun Summit - continued -

“untry

mj_'e r Capita

Venezuela
($4,040)

Yugoslavia
($2,500)

Attitude Toward the US

Econamic and Military

{
Works closely with US to
defend hanisphere against
outside aggression but
believes US seeks to
break up OPEC.

Friendly; sees US as a

{ iry counterwelght

! t and an Inportant
source of tecl logy and
finance capital.

Ties with the US

A major and reliable oil
supplier; second largest
US market in Latin
America.

(

I
U8 ranks as its 4th
largest trading partner;
Amer n financial
exposure at $2.5
billion.

»e 4
PR

PO ]

Congruence with US
Econamic and Political

Val

| ———

‘One of few Latin American

damocracies. Government
controls nmost major

JAndustries bul private
 sector heal thy.

.
:

management . ®

Pt

Practices a decentrallzed
brand of sociallsm that
features "worker seif-
Preedom
substantial by East .
European standards but
political dissent still
punished.

CONFP IDENTIAL

'

e
Econamie Problems
Govermment very d nt
on oll revenues; « t
oil glut has fore: to
scale down develo
plans.

High inflation and e
trade deficits bro on
by defects inheren!
econamic system.

in S0u

Vigo ily advocates
Third world positions but
defends itsell against
charges of oll- price
goug .

One of founders of Non-
Aligned Movanent, but is
active participant rather
than leader in
predaminantly econamic
forums. Desires to serve
as mediator belween North
and South.






MEMORANDUM
NATIONAL SECURITY COUNCIL

October 16, 1981

MEMORANDUM FOR THE NSC STAFF
FROM: HENRY R. NAU/Y(;@
SUBJECT: Draft Strategy Paper for Cancun

Attached is a draft strategy paper for Cancun. It is for
your information. and comment. It gives you some idea of
what this meeting is all about and how the United States
is approaching it.

[
Attachment aﬁpﬂy
a/s (}ﬂ .



U.S. Objectives

The U.S. has multiple objectives to achieve at Cancun:

1.

Background

To use the Summit to develop and reinforce personal
relationships between you and other heads of state

or government, particularly with Mexico by contributing
to Lopez Portillo's prestige and interest in a
successful conference.

To emphasize that the U.S. is sensitive to the
economic development problems of the developing
countries, that it has a positive record of support
for development, and that it is committed to undertake
a sound and innovative program of action designed to
help spark a cooperative international strategy for

a new era of growth and development.

To focus the international development dialogue on
specific potentials for and obstacles to development
which a cooperative effort might help to remove,
rather than the contentious, rhetorical issues

that have characterized the dialogue under UN

Resolution 34/138 on Global Negotiations.

The majority of the developing countries, particularly

in Asia and Africa, acquired their independ¢ 3 and j¢ -~

the United Nations in the 1950s and early 1960s. Almost

immediately these countries began to advocate a new set of

institutions and principles to guide international economic

relations, arguing that the GATT, World Bank, and IMF had






Altogether, by 1980, some __ major UN world conferences
and ___ Special Sessions of UN General Assembly had been
held on specific development issues. After the conclusion
of CIEC, developing countries began to call for comprehensive
r otiations in a global forum to deal with the interrelationship
of issues, to go beyond the mere talk or recommendations of
previous conferences, and to take decisions on a one-nation,
one-vote basis. In December 1979, the UNGA passed Resolu-
tion 34/138 calling for the launching of Global Negotiations
(GNs) at a special session of the UN in August 1980. The Special
Session failed to reach agreement on the terms and conditions
of such negotiations. Mexico and Austria then proposed convening
a mini-Summit between industrial and developing countries.
Originally recommended by the Brandt Commission report, the
mini-summit or, as it is now known the Meeting on International
Development and Cooperation in Cancun, Mexico, became the
principal vehicle for reviving Global Negotiations.

All of the countries attending the Cancun Summit,
except the United States, have accepted Global Negotiations
as defined by UN Resolution 34/138. Only Britain and Germany
joined the United St. es last year in objecting to specific

terms and conditions for these negotiations. The political

to the industrial world both to eitract more resources in
concessional aid and to restructure the basic principles and
institutions that govern international economic relations
and affect the distribution of benefits resulting from these

relations.
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U.S. Strategy

The endless round of multilateral conferences and
meetings over the past decade. clearly serve the objectives
of the developing countries which seek to influence and
alter existing international economic institutions. The
United States, and a few of its allies, on the other hand,
pursue their objectives largely through the existing institutions
(GATT, IMF, World Bank) and through bilateral and regional
relations. Without denying a role for multilateral politics,
the United States needs a strategy that shifts the focus to
the specialized agencies and to bilateral and regional
contacts, and over time develops a more acceptable and balanced
agenda and process for the global dialogue.

A strategy to achieve U.S. objectives before and at

Cancun should include:

1. presentation of a strong, substantive program of
action to meet developing country needs on a
cooperative and mutually beneficial basis through
the existing institutions of GATT, IMF and World
Bank and through a bilateral assistance program
integrating domestic policies, trade, aid, foreign
assistance and regional opportunities.

2. " 3ive pre-Cancun bil 1 contacts with key
develdping countries to-'find a different and more
acceptable basis for UN discussions than the terms
contained in UN Resolution 34/138;

3. Presidential bilaterals at Cancun that give pride
of place to U.S. relations with developing countries,

that show good U.S. relations with friendly communist



(China, Yugoslavia) and black African‘(Nigeria,

Ivory Coast) countries, and that emphasize substantive
issues of development (leaving negotiations related
to the dialogue to other officials);

4. a press effort to portray the United States in a
responsive and sensitive but pragmatic, no-nonsense
role toward the issues of development and the
development dialogue.

Substantive Program of Action

Your speech on October 15 is the principal vehicle for
implementing the first part of our strategy. This speech
puts you in a forward posture,'advocating a positive and
specific program for world economic growth and development
and seeking international cooperation.

By emphasizing substance, the speech draws attention
away from the rhetorical and often cynical debate about
procedures. It does not frontally attack or reject Global
Negotiations but makes abundantly clear that GNs is neither
the priority issue we face in confronting development problems
nor, as presently constructed, the forum that can best
achieve practical and me ingful progress. Your speech in a
sense goes beyond the dialogue to something deeper. It
accepts the symbolism of dialogue and a political process of
discussion with the developing countries but asserts the
U.S. view of the pre-condifions, issues and acceptable

outcomes of such a dialogue.
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International Dialogque

At Ottawa, the United States ¢ :lared itself willing to

"participate in preparations for a mutually acceptable process

of global negotiations in circumstances offering the prospect

of meaningful progress. (Note Iphasis.) We do not believe

that Global Negotiations as contemplated and defined in U.N.

Resolution 34/138 (December 1979) would offer the prospect of

meaningful progress. The agenda is at once too general and too

far-reaching to provide a practical basis for proceeding. And
references to the "New International Economic Order" and the
"restructuring of international economic relations" are undesirable
reminders of the type of contentious ideological environment in
which cooperative solutions are unlikely to be found. We

therefore would not return to preparatory talks if they were to

be conducted on the basis of U.N. Resolution 34/138. We would

ask the Cancun countries to agree to instruct their delegations
and encourage others to put aside the substance and agenda of
U.N. Resolution 34/138 and begin afresh to work out a procedu 1l
basis and agenda that would offer the prospect of meaningful
progress.

We are now, and would continue to be, willing to participate
in talks with individual countries, with regional groups, with .
other interested parties -- and even with all countries simul-

taneously -- provided that:

1. The talks must have a practical orientation toward
identifying, case-by-case, the specific potential
for and obstacles to development -- obstacles which

a cooperative effort might remove.



2. The talks must proceed on a basis that would respect
and preserve the competence, functions, powers, voting
arrangements, and charters of the specialized inter-
national institutions -- and not seek to create new
international institutions.

3. The general objective of such talks must be the
identification of conditions necessary to increase
economic development (rather than a restructuring of
the international economic system).

4. Such talks must be entered into in a cooperative
spirit rather than one in which views become polarized
and chances for agreement are needlessly sacrificed.

We believe these conditions provide the only basis on

which practical progress can be made. Preparatory talks conduct
on the basis of U.N. Resolution 34/138 have not and could not
meet these conditions. But if talks at the U.N. could, on a new
basis, meet these conditions, we would be willing to participate
in them.,

Bilaterals at Cacun

While the plenary meeting will be at center stage at Cancun
and your statements there will be the major element of your
presentation, the bilateral meetings will enable you to carry
the US position and your commitment to development cooperation
in a more personal manner. Given time limitations, you will
need to focus your time on the participants from developing
countries. I suggest you see all developing country heads of
state or government for at least a courtesy meeting. You can

spend more time with key developing countries to highlight good
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U.S. relations with friendly communist countries (Yugoslavia,
China), with black Af (can countries (Nigeria, Ivory Coast),

and with developing countries critical to the outcome of the
Cancun Summit itself (Mexico, India, Venezuela, Brazil, Algeria).
Many of these countries you will see on the first day, Wednesday,
October 21. The others, including the Philippines, Bangladesh
and Saudi Arabia, Guyana, and Tanzania, you will meet over the
course of the following two days.

We have scheduled no individual bilaterals with the
industrial countries at Cancun. This has been done deliberately
to highlight the main purpose of the meeting, namely U.S. relations
with the developing world, and to avoid any appearance of
collusion of the industrial countries against the South. If it
seems necessary and appropriate[ we can schédule a breakfast
meeting on Saturday"with all of the heads of state or government
from industrial countries at one time. You will be seeing
Mitterrand shortly before Cancun and perhaps also Schmidt.

A Press Strategy

The press will be frozen out of the conference hotel, and
all contacts must be made elsehwere. We are setting up an
American press center. There will be little coverage of the
multilateral meeting until the final press conference by Lope:z
Portillo and Kreisky. The press will be hungry. We plan to
arrange some way for the bilaterals to be covered by press and
photographers so a constant stream of U.S. meetings is the news
from Cancun. Secondly, frequent press briefings by U.S. spokesmen
on the multilateral meeting should follow the pattern established

in Ottawa.





