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THE DEPUTY SECRETARY OF THE TREASURY
WASHINGTON, D.C. 20220 ’

October 5, 1981

MEMORANDUM TO: Secretary Regan :
. Under Secretary Sprinkel -
Assistant Secretary Leland

Deputy Assistant Secretary Dawson . ﬁ. /t,
SUBJECT: Cancun Summit /?

- On Saturday, at the Tidewater Conference we were briefed
by two individuals who had just returned from spending Thursday
and Friday with senior Mexican officials preparing for the
Summit. This included a three-hour meeting with President
Lopez Portillo on Friday. The two individuals were Ken Dadzie,
" Director General for Development and International Economic
Cooperation at the United Nations, and Enrique Iglesias,
Executive Secretary,. United National Economic Commission for
Latin America. Under Secretary Rashish also attended the
luncheon meetings and my interpretations and comments can .

be checked or weighed against his.

A This memorandum summarizes these individuals' views of
the Summit, the current state of thinking in.Mexico, and my
reactions. At the outset, I would stress that Dadzie provided
what could be characterized as a stereotypical Third-World
view of the Summit, whereas Iglesias was more balanced in

his views. :

DADZIE'S COMMENTS

Dadzie himself characterized his account as being rather
impressionistic rather than conclusionary. He said he felt
this reflected the vague state of the preparations in Mexico.
His comments were as follows:

1. Cancun represents a unique political event.
Its success would be judged by whether 1t
brings out a "shared perception" of the state
of the world econom: ¢ :uation.

2. The objective is to end with a "common under-
standing of the matters on which we can agree.”
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He said there is a strong "political impulse
to global negotiations."

Substant;al dlscu551ons were held on the
current account deficit problems of the
developing countries and the "disarray of the
monetary system.” I assume he meant the sharp
fluctuations in the United States dollar and
excessive liquidity being retained in dollar.

He echoed the Swedish line about the need for
"an automatic lending process” determined by
the developing countries themselves. This
would include:

a) Mechanlsm for shifting short-term llquldlty
needs to long-term external debts;

b) Encouraging surplus countries to provide
greater direct investment in developing
countries; and

c) Preserving ODA flows, through legislation
to earmark a percentage of GDP to aid or
through a scheme of international taxation
with revenue accruing to LDCs or aid
organizations. :

His comments indicated that the question of the
energy affiliate was still not either well
understood or particularly well-defined.

In terms of global negotiations, he indicated
that the "cardinal objective of Cancun was to

. give emphasis to this process," but that it

should be recognized that Cancun was a political
meeting, not a procedural meeting, and therefore
the specific questions such as weighted versus
unweighted voting in global negotiations should
not be expected to be dealt with at Cancun.

(Any UN forum makes the question academic.)

In terms of the agenda, he indicated that the
Mexicans were concerned about having a ba51cally
unmanageable list, given both the limited time
for individual interventions and the variety of
snhiects that might be raie=4 | - ' °“‘vidual

' mi1 rle tC a agenda.

-
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In t ms of follow-up to Cancun, he said that
there was not wide agreement that there even
should be an institutionalization of Cancun or
regular meetings. He indicated that the Mexican
feeling was that it would be sufficient if the
Cancun meeting gave emphasis to the "concept of
global negotiations.” He indicated that stress
on mutual interdependence was a satisfactory
political outcome at Cancun, and that the
follow-up by the appropriate groups with the
competence, e.g. UN (for political matters),
IMF (for monetary issues), etc., would be
appropriate.

IGLESIAS' COMMENTS

Iglesias indicated that. Lopez Port:.llo's expectations were'
that Cancun would:

1.

Admit and recognize the existence of a North-South-
problem. (NOTE: The President virtually rejected
this in his Bank/Fund speech when he called for

a discarding of the "North-South" rhetoric.)

Not ignore the pluralism in either the developed
or developing countries in terms .of their specific
domestic economic policies.

Stress the "mutuality of interests" in such a
high-level political/philosophical meeting.

(My notes are unclear, but I think he indicated
that Lopez Portillo felt that the specific
follow-up ideas might be left to the technicians.)

. Iglesias indicated that as gg sees Cancun, there are the-
following issues:

1.

The stress that it is a-political, not a technical,
meeting, and should not be expected to provide
concrete solutions. Only "signals" would come
out of Cancun and that it was very important
to manage those signals so that no one perceives
it as a failure. He expressed a.concern because
of the informality and lack of preparation that
it would be dlfflcult to avoid some of the

vrcnq 51gnals On +ha

1 : the __ti:




2.

such a meeting for the first time was itself
a signal of interest and concern. In this
regaxd, he stressed the importance placed on

. President Reagan's pre-election visit to

Mexico, and the strong personal admiration
that Lopez Portillo has for the President.

He felt that there would be the need to balance
internal economic diversity against the assertion
there was only one economic policy that might be
appropriate. (I took this to be a rejoinder to
our stress on using the marketplace to determine

prices rather than government-fixed priceJcont;ols.)

Iglesias felt the issue of "something concrete”
versus nothing concrete would be the principal
focus of the press in Cancun. He felt that the
informality of .the meeting with a thousand of
the world press there would be a problem.
(NOTE: If we handle Cancun as we did Ottawa,
this should be minimized.)

Cancun itself could be regarded as a global
negotiation or a symbol of universal approach.
It can also be used to stress the recognition
by the developing countries of their needs for
domestic policy reform themselves.

He indicated the need for a slightly optimistic,
but realistic, approach to international
economic problems. Neither a pessimistic view
of long-term development prospects nor the
existing institution would be constructive.

He stressed the concern in the Third World over
the drift toward protectionism.

He talk | for some time about the lack of
elaborate preparations and the fact that this
increased a number of risks in sending the wrong
signals or not providing a message of hope out
of Cancun. Particularly, he expressed concern
that because neither Chancellor Kreisky nor
Lopez Portillo have an adequate background in
the development field, they themselves could
unintentionally send the wrong signals from
Cancun and °° 1termac ts
: iv: , (To
I think that this was the civil servant's view
that "the policy-maker shouldn't be allowed to
set policy.")
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8. Iglesias said that the strong indication on
the part of the developed countries that all
long-term economic solutions must be "joint
solutions”™ would go a long way toward pro-
moting the success of Cancun and indicating
the recognition to the Third World of our .
mutual economlc interdependence. In turn, the

. © Third 5rld wants to impress on the developed
countries that tbhe developing countries’
compliance with conditionality or appropriate

- policy responses has exceptionally high social
and political costs for them at home and that
this is, in the current economic situation,
pramoting ecopomic instability. For example,
he cited the drop in the last five years in
per capita income in Zambia from $500 per .
capita to $250.. The standard view seemed to
be that this was in part due to the terms
of exchange ‘(I take it by this he meant the
U.S. dollar appreciation) and the cost of
capital (high interest rates). There was no
indication that the Third World will criticize
the Arabs or OPEC members for increases in the
price of oil that have contributed to thelr

" current account deficits.

FOLLOW-UP QUESTIONS

———

In the follow~up discussions, Hans Blix, the Under
Secretary of State for Sweden, indicated that Sweden will
press very hard for global negotiations as the "logical
conclusion” of Cancun. By contrast, I. G. Patel, Governor .
of the Reserve Bank of India, indicated that it was not a
question of global negotiations, but that the most important
achievement of Cancun was the very fact that the heads of
state were talking directly with each other about these
problems, and that the heads of state should only stress
the "need for follow-up action." He then indicated that
the follow-up action '‘should be in those areas where there
was the "specific competence.” Mike Rashish made basically
the same point. oo

PERSONAL REACTIONS

on these comments and other disct sions during the
past week, I would suggest that for the United States there
are several issues that we should address. Among them are:

A RN
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Specifically what constitutes "success" at
Cancun? How do we define it?

To what extent -is participation in Cancun
itself enough to be a successful effort?

If that is stressed so that participation in
meetings is the standard of success, does that
lead to continued meetings, either political
or among the civil servants, and does that
taki us down an inexorable road to global
negotiations with unweighted voting?

Does the United States have to propose any
new initiatives at all at Cancun?

If the United States wants to propose any new
initiatives, must they be related to additional
commitments of.ODA?

If the United States determlnes that it wishes to have
any positive initiatives, I might suggest the following for

evaluation:

1.

The President cquld call for a complete
examination of the adequacy of the exlstlng

performance and competence of the various

multilateral 1nst1tutlons.

af POllthal -~ United Natlons

b) Monetary -- Internatzonal Monetary Fund
c) Developmept.;- IBRD/ADB/IPB/ADB

d) Trade — OECD and GATT

e) Other?

This would include an assessment by each
government, or by a commission, of whether
the existing institutions were or were not
adequately meeting the needs of the current
and future needs of the developed and
developing world. The report itself would
take some time, but might serve as an impetus
for a subsequent heads of state meeting

£ " 1r to Cancun ° X . two } IrS v 1

1 : was ( .etea. Alternatively, we couid
have an exchange of papers by each government
as the. appropriate follow-up.
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The head of the OPEC Fund for Intermational
Development, Ibrahim Shihata, has suggested
that the energy affiliate as originally
conceived was not a good idea, but that the
OPEC Fund and Saudi Arabia would be interested
in supporting an energy affiliate for private
investment that-could in effect be a multi-
lateral exploration and development company

" privately owned by.-a group of countries or

multinational companies. It in turn would
contract with both developing countries and
private or nationalized oil firms to promote
exploration and development in new areas.

They see this as strictly a business or invest-
ment proposition, but { : it is also consistent
with the needs of developing countries.

Perhaps the most telling point that I made

.over the weekend was to drive home to the

participants the fact that there is
approximately $210 billion of variable

rate external debt out of $425 billion total
in the developing countries today. Generally
priced off of LIBOR, that means that a one
percent drop in LIBOR interest rates amounts
to a $2.3 billion cash flow reduction on an
annualized basis. Thus, after netting out
the effect of increased earnings on floating
rate assets (approximately $115 billion) held
by developing countries, a 6:1/2 percent drop
in LIBOR would be virtually equal to the

$6.1 billion ODA of the United States in its
immediate benefit to the balance of payments
of the developing countries. Hence, we
should stress the mutuality of interest of
the developing countries in seeing the
United States bring down its inflation rate
not only to increase our economy and promote
imports from them, but also to reduce their
current account deficits. (In addition,
remember that their debt is denominated in
dollars and their commodities are often sold
in their domestic currency, which is further
depreciated against the dollar, thereby ‘
exacerbating their current account deficits.)

R %4y,

R. T. McNamar

Myer Rashish
LRichard Allen
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MEMORANDUM FOR THE HONORABLE DONALD T. REGAN
The Secretary of Treasury

THE HONORABLE JEANE KIRKPATRICK

The U.S. Representative to the United Nations

THE HONORABLE WILLIAM BROCK
The U.S. Trade Representative

THE HONORABLE WILLIAM P. CLARK
The Deputy Secretary of State

SUBJECT: Proposed North-South Trade Initiative

I attach some suggestions of possible options in our trade
policy toward developing countries (Tab A). I intended to
distribute this at our meeting on Tuesday. Some of the
opt: ns are rather far-reaching but they represent the kind
of bold step forward that might eventually attract LDCs
fully into the GATT system and cool the political ardor (or
at least make it irrelevant) for alternative trade institu-
tions represented by Global Negotiations.

/
(fotsis 1/
Richard V. Allen

Assistant to the President
for National Security Affairs

FOR THE PRESIDENT:

2 mt
Tab A P posed North-South Trade Initiative
UNCLASSIFIED

WITH CONFIDENTIAL ATTACHMENT
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MEMORANOUM FOR:  man Bailey -SEBRH.‘

NSC
Ro . 373 - OEOB

The attached typeseript is a reduced-
form version of our Intelligence
Assessment, "The Industrial North Goes to
Cancun: Rhetoric and Reality."

- We are now doing a paper on Cancun
frfom Mexico's perspective and, right before
tire Surmit will do a baseline review of
country positions based on clandestine
reporting. If I can be of any assistance,
please call (351-7555).

Date SEP 3 0 1981
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T September 29, 1981

MEMORANDUM FOR MR. RICHARD V. ALLEN
THE WHITE HOUSE

SUBJECT: Tentative List of Cancun Summit
Participants

As requested by Mr. Chuck Tyson, attached is a
1tative list of three highest ranking representatives
expected to attend the Cancun Summit from each

participating country.
W MQM

L. Paul Bremer, III
Executive Sec etary

Attachment:

As stated

| 1M1 ACIFIED




*Algeria

*Austria

Bangladesh

Brazil

*Canada

China

*France

*Germany

Guyana

*India

Ivory Coast

Japan

*Mexico

TENTATIVE LIST OF CANCUN SUMMIT PARTICIPANTS

Col. Chadli BENDJEDID
President

Bruno KREISKY
Chancellor

Abdus SATTAR
Acting President

Aureliano CHAVES
Acting President

Peirre Elliott TRUDEAU
Prime Minister

ZHAO Jianying
Premier, State Council

Francois MITTERAND
President

Helmut SCHMIDT
Chancellor

Forbes BURNHAM
Executive President

Mrs. Indira GANDHI
Prime Minister

Felix HOUPHOUET-BOIGNY
President

Zenko SUZUKI
Prime Minister

Jose LOPEZ PORTILLO
President

Abdelaziz KHELLEF
Minister of Commerce

Dr. Willibald PAHR

Minister for Foreign Affairs

Prof. Mohammad Shamsul HUQ
Minister of Foreign Affairs

Ramiro Elysio Saraiva GUERREIRO
Minister of Foreign Affairs

Mark MacGUIGAN
Sec. of State for Ext.Affairs

HUANG Hua
Vice Premier & Min.Forn.Affs.

Claude CHEYSSON
Minister of Foreign Affairs

Hans-Dietrich GENSCHER
Minister of Foreign Affairs

Rashleigh Esmond JACKSON
Minister of Foreign Affairs

P.V. Narasimha RAO
Minister of External Affairs

Simeon AKE
Minister of Foreign Affairs

Sonoda SUNAO
Minister of Foreign Affairs

Jorge CASTANEDA de la Rosa
Secretary of Foreign Relations

Hadj M'Hamed YALA
Minister of Finance

Adolf NUSBAUMER
Minister of State

Mohammad Saifur RAHMAN
Minister of Fipance

Ernane GALVEAS
Minister of Finance

ATlan J. MacEACHEN
Minister of Finance

Jacques DELORS
Minister of Economy & Finance

Hans MATTHOFER
Minister of Finance

SALLAHUDDIN
Minister of Finance

Ramaswamy Iyer VENKATARAMAN
Minister of Finance

Abdoulaye KONE
Minister of Economy & Finance

Michio WATANABE
Minister of Finance

David IBARRA Munoz
Sec. of Finance & Public Credit



*Nigeria

Philippines

Saudi Arabia

*Sweden

*Tanzania

United Kingdom

United States

Venezuela

*Yugoslavia

United Nations#

Alhaji Shehu SHAGARI
President

Ferdinand E. MARCOS
President

Khalid Al SA'UD
Prime Minister

Thorbjorn FALLDIN
Prime Minister
Julius K. NYERERE

President

Margaret THATCHER
Prime Minister

Ronald REAGAN
President

Luis HERRERA Campins
President

Sergej KRAIGHER
President

Kurt WALDHEIM
Secretary General
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Ishaya AUDU

Minister of Exte: 1l Affairs

Carlos P. ROMULO
Minister of Foreign Affairs

Prince Sa'ud Al FAYSAL
Minister of Foreign Affairs

Ola ULLSTEN
Minister of Foreign Affairs

Salim Ahmed SALIM
Minister for Foreign Affairs

Lord CARRINGTON
Sec.of State for Forn. & Com.
Afs. & Min. of 0'seas Devel.

Alexander M. HAIG, Jr.
Secretary of State

Jose Alberto ZAMBRANO Velasco
Minister of Foreign Affairs

Josip VRHOVEC
Fed. Sec. for Foreign Affairse

#Countries whi
and March 1!
tory Meetin

»articipated in tue first and second Ministerial Preparatory Meetings, Nove

in Vienna.

#Secretary General Waldheim is the only obseryer invited to the Summit.

Amb. B.A. CLARK
Ext .Affajrs Director for
Economic § Int.Org. Affairs

Cesar VIRATA
Minister of Finance

Muhammad 'Alj ABA AL-KHAYL
Min. of Finance & Nat,

Hans BLIX
Forn.Affairs Under Secretary
for Intl., Development Coop.

Amir H. JAMAL
Minister for Finance

Sir Geoffrey HOWE
Chancellor of the Exchequer
Donald REGAN

Secretary of the Treasury
PEREZ GUERRERQ

Petar KOSTIC
Fed. Sec, for Finance

er 1980

All 22 countries participated in the third and last Ministerial Prepara-
\ugust 1981 in Cancun.






Lennkh indicated that the Cancun countries had met over
dinner in New York last week. The general feeling was that
something must be decided on Global Negotiations. India and
Yugoslavia said privately that the content of Global Negotiations
could always be r lefined but that the concept was inviolable.
They will not say this publicly however. I indicated that
the United States did not reject Global Negotiations in
principle but in practice did not see any purpose in resuming
the New York discussions. A possible bridge might be struck
between the U.S. position and the private positions of key
countries like India and Yugoslavia in the following manner:

1. India, Yugoslavia and others would cease daily
statements of support for Global Negotiations.
This would imply no backing down from their support
of Global Negotiations but would ease somewhat
the expectations that are building.

2. The United States would initiate intensive pre-
Cancun contacts to explore alternatives that would
keep GNs in New York on ice for the time being
and involve follow-up through a Cancun-type format.

3. A possible compromise might emerge at Cancun in
which the U.S. reaffirmed its support for the
concept of Global Negotiations while all countries
agreed that the content of Global Negotiations
required more thorough definition through the work
of an Executive Committee of the Cancun countries
reporting periodically on its progress to the UN.
The precise link-up over time between the Cancun
Executive Cc¢ ittee and Global Negotiatlons would
be left unspecified.

Lennkh responded that such an outcome was conceivable
but that it would require extensive consultations before
Cancun. He urged that the U.S. become active in this process
as soon as possible. .

Lennkh asked once again if the U.S. delegation could
visit Kreisky in Vienna. I suggested that the best opportunity
for this would be Rashish's tri 2 .,
ty © v
cancun was not possipie put the two would meet in Cancun for
a bilateral. Kreisky plans to arrive in Mexico City already
on October 18.

cc: Norman Bailey
James Rentschler
Charles Tyson

-CONPIDENTIAL




Asg of Hoﬁday,,s tember 28,

Tentative Arrival Times

31

m

of Heads of State/Government at Cancun

Sunday, October 18

Tu day, October 20.

Wed:  3day, October 21.

9:40 p.m.

3:00 p.m.

6:30 p.m.

8:00 p.m,

6:30 p.m.

-

Austria

Mexico
China

Yugoslavia

India

United States

Nigeria

Sweden

United Kingdom

Feder;l Republic of Germany
Japan

France

Brazil

.Canada
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(Optional: reduce participation in
unproductive and disti :tive rhetorical
tercises that suffer from either exces-
sive ideological polarization or excessi Ly

global ambition -- concentrate on activities
likely to produc meaningful results.)
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