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R d. Bilateral communicatior or coordination
. with industrial countr: allies?

e. Bilateral meetings at ( acun?

At the end of the meeting, ensure that a fc low-up group is
established under your direction as a centi.l coordinating
st £ for monitoring and reporting weekly progre s to Haig, Regan

and » ‘'se on policy matters, speech draftir -, and bilateral
diplomatic contacts.
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On behalf of the Heads of State or of Government of
the aforementioned countries, and on our own behalf, we beg
Your Excellency to accept the expression of our highest
esteem, and our best wishes for the continued prosperity of
your country and the personal good fortune of Your
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UJSE'ESEEE'PortLLLo Bruno Kreisky

Ez#9llency.

President of México Federal Chancellor of Austria



Annex

L

List of countries whose Heads of State or of Government are
being invited to the International Meeting on Cooperation

and Development.

Algeria

Austria

Bangladesh

Brazil

Canada

China

France

Federal Republic of Germany
-4,.ana

India

Ivory Coast

Japan

Mexico

Nigeria

Philippin 3

Saudi Arabia

Sweden

United Kingdom

United Republic of Tanzania
United States of America
Venezuela

Yugoslavia

In accordance with the decision of the Second Vienna

Cor 1i1ltations of Forei 1| Ministers on the question of

convening an International Meeting on Cooperation and

’ ‘

Led 1tlor c. ti ad of

State or of Government of the Soviet Union was conveyed to

the Soviet Union.
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meeting in New De hi in February. In any event, the evolving
two-track process exemplified by the plans for Cancun suggests a
change in traditional North-South bargaining patterns. Global
isst s will continue to occupy such universal forums as the
General Assembly, but the real negotiations will take place
elsewhere--conceivably in Cancun followup meetings.

* % * % %k %




Introduction

(U) A North-South summit meeting of 22 countries (see list,
p. @) is planned for October 22-23 in Cancun, Mexico. The prime
movers are Austrian Chancellor Kreisky and Mexican President Lopez
Portillo, but German Chancellor Schmidt was an early supporter
and Canadian Prime Minister Trudeau is a fervent advocate. Their
aim is to bring together in a remote hideaway leaders representing
carefully selected developed and developing countries for informal
discussion of world economic problems. Over the past year the
US remained aloof from summit preparations, but has now said that
it probably will participate.

467/ The Mexico meeting will come three months after the
West's own industrial-country summit in Ottewa in July. The host
for the Ottawa summit, Prime Minister Trude: , has linked the two
meetings, telling leaders of developing countries that North-South
issues to be discussed in Mexico will be an important element in
the Ottawa talks. Moreover, Europeans see an East-West opportunity
in reaffirming Western interest in the developing countries at a
time when many LDC leaders are concerned about their economic
problems and suspicious of the Soviet Union following its invasion
of Afghanistan. The meeting will come after more than a year of
unsuccessful efforts at the UN to reach agreement on procedures
and agenda for global negotiations to restructure the international
economic system. These cross-cutting relationships give the
October summit more importance than could have been anticipated
when the concept was first broached.

7 The idea for the Mexico meeting grew out of the work of
the Brandt Commission on international development needs, a group
of eminent persons from North and South assembled by former
Chancellor Willy Brandt in September 1977 to rethink relations
between developed and developing countries. Even before release
of the group's report in February 1980, Brandt had begun discussing
with UN Secretary-General Waldheim, Schmidt, Kreisky, and others
the desirability of a summit meeting to overcome the stalemate in
North-South negotia » . Lc 22 1 rt > se " zed the ¢ t 7
to host the affair and took on the ditrtricult task of rounaing up
developing-world support.

Summit Plans: 2 Unstructured Seminar

Lef" From the beginning the organizers have conceived of the
Mexico meeting as an informal, unstructured seminar designed to
encourage a free exchange of ideas. When Brandt first broached

~SECREBEANOP-REEBASABEE—FPO—FORETGN—N BIONAES—






political rhetoric with economic deeds, it gives little develop-
ment assistance except to such countries as Cuba and Vietnam.
Viewing Third World economic problems as the result of Western
imperialist and capitalist polici 35, the Soviets do not accept,

for example, UN percentage-of-GNP guidelines for development aid.
As could be expected under the circumstances, Soviet comment on
plans for the summit has been sparse, one Foreign Ministry official
calling it a "remote and minor matter compared to current Soviet
preoccupations."

A437NF] A communist country that did want to attend was Cuba,
because of Fidel Castro's pretensions as a Third World leader
(and Cuba's current chairmanship of the nonaligned movement). But
faced with the prospect of losing the US if Cuba were invited,
the organizers opted for a US presence. (All US conditions for
participation were met: a date after the summer months; no
substantive decisions to be taken; and the number of participating
countries to be kept small and to exclude Cuba.)

The European Origin

}CT The Mexico summit is a lineal descendant of another
European initiative in selective North-South encounters: the
1974-77 Conference on International Economic Cooperation. To con-
tinue the work of CIEC, World Bank President Robert McNamara in
1977 suggested the creation of the Brandt Commission, which in
turn proposed a North-South summit.

(U) In Europe, unlike the US, resource transfers and humani-
tarian assistance have a well-developed political constituency.
There is widespread awareness, cutting across party lines, of
substantial European dependence on Third World raw material and
energy resources and the need therefore for more assured security
of supply and predictability of price. Development cooperation
with the Third World has been a cornerstone of the European
Community's foreign relations. The most dramatic recognition of
the commercial, financial, and technical interdependence between
the EC Ten and many developing countries with which Europe has
historic and former colonial ties is the Lome Convention, a special
trade and aid relationship with 58 African, Caribbean, and Pacific
countries.

Le7 Ly
deeply feltr numanitarian impuilses ana eniligntenea seiLI-1NTel
underlying European attitudes toward the Third World and the
widely held belief that the industrialized countries should be
more forthcoming in meeting LDC needs.* Although critics on both

* The Commission's 18 members included Katherine Graham and Peter G. Peterson
of the US, as well as representatives from Europe . d the developing countries.
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sides of the Atlantic attacked the report as irrelevant to the
realities of the 1980s, in several European countries it enjoyed
considerable success as a mass market paperback. Embassy London
remarked, for example, that the report's popularity in the UK:

"...shows that the only significant and vociferous body

of opinion in the country--drawn from both the Labour -
Party opposition and elements within the Conservative

Party itself [e.g., ex-Prime Minister Heath]--is strongly
sympathetic with the aims and aspirations of the developing
countries as expressed in G-77 positions on most North-

South issues."

;efl In recent months Foreign Minister Genscher, who represents
a broad spectrum of West German public opinion, has reorganized
his ministry in order to give greater weight and attention to the
issues underlying global negotiations in the UN. German proponents
of the North-South dialogue assert a distinct national interest in
responding to Third World needs, which they see as enhancing
German access to markets and raw materials and creating politic L
stability in the newly independent nations. Their impact can be
seen in German public opinion data: in March-April 1980, 70 per-
cent of the respondents in one poll thought foreign aid to the
developing countries should either remain the same or be increased.
A similar question put to US respondents in December 1980 brought
a contrary response: 69 percent would decrease foreign aid.

(U) Attitudes in other European countries vary from the
almost totally unreserved, uncritical support of developing
countries found in the Netherlands and Scandinavia to the more
cautious, skeptical view expressed in France, but overall popular
feeling is markedly more responsive than in the US.

ch/ This favorable mind-set toward the developing countries

does not mean that European leaders are ready to give away the
store. With weakened economies trapped in recession and govern-
ments committed to curtailing public expenditure, finance
ministries are loath to commit themselves to major new resource
transfers. The 1979 renegotiation of the Lome Convention, for

raior disapr >s involved.

1 : ir for 1 3C S

,ome II fell far short of meeting their needs; the
failure to grant significant new concessions dissipated some of
the good will that had greeted the 1975 agreement.

;21 Summit Proposal a Slow Starter

For a long time the summit proposal had little appeal for
many Group of 77 leaders. It was conceived in Europe and did
not respond to the global negotiations priority the G-77 leadership




had set. It exposed the fissures between radical and moderate
states, OPEC members and non-members (some of which, like Mexico,
are oil exporters), larger, more successful countries and the
poorest of the poor. It even exposed rivalries within regions,
such as that between Venezuela and Mexico.

From the beginning, OPEC hardliners and radical states were
suspicious of the Lopez Portillo-Kreisky initiative which,
coming as it did before the Special Session )f the UN General
Assembly, looked alarmingly like a Trojan Horse bearing a German
saddle. 1In 1980 the G-77 expected to strike a deal with the
industrial countries for a global round of negotiations under
UN auspices, to begin in January 1981, which would restructure
the world economic order. The summit proposal looked like a
retreat from the path mapped at Havana.

After the demise of the CIEC exercise, moreover, the G-=77
had rejected ever again holding North-South \eetings on a selec-
tive basis; yet that was the essence of Brandt's proposal.
Furthermore, it looked like "institution shopping," a renewed
search by the industrialized countries for . . arena less threat-
ening than the universalized UN General Assembly. Algeria, the
originator of the proposal for global negotiations in the UN and
a longtime leader in the gquest for comprehensive agreements
between North and South, was particularly hostile.

The cool reaction from certain LDCs, the pending UNGA Special
Session, and the US electinn forced a delay in plans for the
summit. But by November 1980, when the first preparatory confer-
‘ence was held in Vienna, the future of global negotiations appeared
increasingly questionable and the summit began to look like the
only arena for continuation of North-South talks. Algeria
reluctantly agreed to participate :if the purpose was to clear the
path for global negotiations; with support from Yugoslavia, it
sought to tie the proposed meeting as close. ' as possible to those
negotiations. (One casualty was Willy Branc ., whose substantive
involvement was vetoed by the Algerians.) ' e Vienna preparations
revealed the tension between the European conception of a general-
ized seminar on development issues--including, as did the Brandt
report, the responsibility of the South to put its own house in
order--and those like Algeria who sought a formal agenda treating
the detailed subjects the nonaligned movement had selected for
global negotiations.

The Mexican desire for an informal, friendly gathering linked
in some general way to global negotiations sought to accommodate
these different views, but also reflected the style and personality
of President Lopez Portillo. His idealistic and philosophical
view of the summit's purpose was far removed from that of other
key G-77 countries. Moreover, the concept may have reminded some
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OPEC leaders of Lopez Portillo's ill-received proposal in 1978 for
a meeting between oil producers and consumers. Venezuela, which
currently chairs the Group of 77 in New York, feared that

¢ 2duling, or even discussing, the summit before agreement on

¢ al negotiations could provide an excuse for inaction on the
tough issues. Brazil expressed similar doubts.

The only real enthusiasm for the summit among the LDCs came
from the poorest of the poor, those countries who are forced into
"all the running one can do to stay in the same place." For these
nations, many of whose economies may be in permanent crisis
throughout the 1980s, a new international forum in which {1 air
their woes was welcome. Bangladesh, for example, vitally dependent
upon aid flows for the survival of its development program,
lobbied hard (and successfully) for an invitation to the summit.

The poorest countries have particular reason to be concerned
about rising energy costs, a concern that poses continu g
threat to the frac 'le unity of the G-77 and which may wel be
e: ressed at the summit to the chagrin of OPEC. Many oil-importing
LDCs, for example, saw energy cooperation as the principal justifi-
cation for the G-77's Conference on Economic Cooperation Among
Developing Countries, held in mid-May in Caracas.

While the non-oil countries sought, in Caracas and elsewhere,
meaningful discussions of supply priorities, price, and conces-
sional financial arrangements, OPEC has not been as forthcoming as
the poor countries would like. In preparations for the UN Confer-
¢ » on New and Renewable Sources of Energy in Nairobi this August,

example, OPEC has obtained the deletion of language linking
1 meeting to problems of oil price and LDC det . If it ap} ared
that oil price and supply were to be singled out for special
attention at the Mexico summit, it would be impossible »>r Saudi
Arabia at least, and possibly the other OPEC countries invited
(Algeria, Nigeria, and Venezuela), to attend. The summit has
posed a problem for OPEC from the beginning because, unlike the
G-77 Caracas meeting or the UN energy conference, OPEC has little
control over it.

}Qfﬁ Link to Global Negotiations

Ltho | :s h: circ lon
papers, most organizers of the Mexico summit believe there should
¢ )nly a short list of broad discussion topics. The Germans
1 » suggested specifically energy, trade, development assistance,
and monetary and financial matters. Nothing will keep eads of
£ :e from raising other topics, however, and Chancellor Schmidt,
i example, is expected to emphasize the importance of foreign
investment in the development process and the need to curb popula-
tion growth in the Third World.










--Focus renewed attention on the energy problem in a world-
wide context. Any discussion of international energy
problems carries some risk to the OPEC countries and
could bring out the differing interests of the oil-producing
and non-oil-producing LDCs.

Over the longer term, agreement on the summit may be evidence
that bargaining patterns in the North-South arena are beginning
to change. Global negotiations may become, like the new inter-
national economic order (NIEO) or world disarmament, a ritualistic
incantation of a worldwide goal, but a goal that has lost its
operational meaning.

The very conception of the summit violates the G-77's insist-
ence on global negotiations in a universal forum. Robert L.
Rothstein in a study* last year predicted that worldwide trends
in food, energy, trade, and debt in the coming decade will set
" developing country against developing country, leading to a
frantic quest for bilateral "deals" and concessions. The summit
underlines the increasing differentiation among the developing
countries and is a sign that the constructs of North and South,
which have dominated international economic discussions, may no
longer be as useful as they once were. It provides evidence of
an evolving two-track process in which the global approach to
meeting LDC needs, characteristic of the past North-South dialogue,
is increasingly paralleled by more selective policies based on
mutual self-interest.

At the same time, the difficulty in launching global negotia-
tions is likely to reinforce efforts at collective self-reliance
among the LDCs. The G-77 meeting in mid-May in Caracas was a
major manifestation of the efforts at South-South accommodation
which, in parallel to North-South negotiations, have increasingly
engaged the developing countries since the nonaligned summit in
Havana in 1979. Although little progress was made toward the
goal of establishing a global system of trade preferences among
the G-77, the Caracas meeting provided a forum for setting LDC
priorities before the Ottawa and Cancun meetings. Given the
effort most LDCs must expend on paying for food, energy, and
capital imports from the developed countries and OPEC, it is ques-
tionable whether collective self-reliance will fare better than
the quest for a North-South package agreement.

worl 1der may -o little more than go on holi iy toc¢ :her
in October, but the meeting's origin, organization, and participa-
tion suggest the beginning of a new phase in relations between

* See INR Report No. 1411, "The United States and the Third World in the 1980s,"
July 10, 1980 (LIMITED OPFICIAL USE).

SEEREFANOTRELEASABHE—FO—POREIGN— TPIONARS—




—SECRET

- 10 -

industrial and developing countries. Although there may be no
followup like Jamaica, it is conceivable that Cancun could lead
to further meetings ranging from CIEC-like commissions looking
at energy, trade, or other issues to an institutionalized North-
South gathering like the annual economic summit of the indus-
trialized countries.

Possible followup meetings to Cancun are already being con-
sidered. Some Europeans are discussing the redefinition of
negotiations on North-South issues outside the UN framework.
Alternatives under discussion include work on specific issues,
commissioned by the Mexico summit participants, to be done by
small represental se groups and later ratified by future North-
South summit meetings.

The Mexico summit will be concrete evidence of an increased
selectivity in relations between industrial and deve lng countries.
Both the US and ¢ er developed states already are concentrating
on bilateral arra ements with the few LDCs that, in Orwell's
phrase, are more equal than others. Changing perceptions of
r :ional security needs, regional leadership potential, and the
need to focus increasingly limited resources will all play a
part in this triage; and the global dialogue so beloved by the
G-77 may be treated more and more as a residual area of concern.

Prepared by Daniel Fendrick
x22758

Approved by E. Raymond Platig
x21342





