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NATIONAL SECURITY COUNCIL / J}j
( /

May 8, 1981

MEMORANDUM FOR ANN H. HUGHES, USTR

v

FROM: ALLEN LENZ N] -

SUBJECT: Ottawa Summit: Trade Issues

The NSC staff believes that the U.S. paper on trade issues
at the Ottawa Summit sets out quite v L1 the agenda of trade
issues for the 1980s and offers a reasonable two-track
approach (OECD and GATT discussions) to preparing for a new
round of trade negotiations.

What seems to be missing at this point is a long-term sense

of where we are going on trade issues in the 1980s. What
should be the theme of trade discussions in this decade? 1Is
the emphasis on service, investment performance criteria and
bilateralism enough? Is it possible that trade negotiatior

in the 1980s could tilt more explicitly in the direction of
LDCs? The theme of the 1980s might become full integration

of the more advanced and middle income developing countries
into the international trade system. Such a theme would

keep pressure on the advanced countries to avoid protectionism
because of their obligations to the LDCs. This type of
commitment may be ne led to forestall increasing protectionist
moves against trade among the advanced countries themselves.

All of this needs to be thought through more carefully, but
we should begin work on outlining a broad strategy for the

decade, broken down perhaps into phases that can be imple-

mented as domestic economic conditions improve.
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OFFICE OF THE UN =D STATES TRADE REPRESENTATIVE
) EXECUTIVE OFFICE OF THE PRESIDENT

WASHINGTON. D.C. 20506

May 1, 1981

MEMORANDUM FOR
MEMBERS OF THE TRADE POLICY COMMITTE
From : Ann H. Hughes, Executive Director '%ﬂ

Subject: Ottawa Summit: Trade Issues

As part of the preparations for the O1 iwa Summit, the
Japanese personal representative has been tasked with
preparing a paper on trade issues. The next draft of the
Japanese paper is expected by May 28. ,

The attached paper is an attempt to present U.S. thinking
on how trade issues might be dealt with at the Ottawa
Summit. It has been prepared with interagency consultation
and used as background by the U.S. delegation to Summit
preparatory meetings.

We propose to give the paper itself to appropriate Japanese
officials for use in preparing the next draft of their
paper. It would be timely to do so during the visit of
Prime Minister Suzuki next week. Any comment on the paper
and the approach will be needed by noon, Wednesday, May 6.
Responses should be directed to Dave Dunford of USTR
(395-3074). )

Attachment
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OTTAWA SUMMIT

U.S. Thoughts on Trade

Successive Summits since the mid-1970's have con-
tributed significantly to mahéging a period of éubstantial.
stress on the international trading system. Summits have
built, on the foundation of OECD trade declarations, a
strong' political commitment to an open trading system based
on reciy »city and fair trade. The timely political
stimulus given by Summit pérticipants contributed to the
successful conclusion of the Multilateral Trade Negotiations
(MTN) in 1979. The 1 t three Summits have begun to focu;
attention on rigidities in our domestic economies and to
encourage adjustment to reflect real shifts inucompetitive-

ness.

-~

As we approaéh the Oétawa Summit, the international

son¢ Lc climate remains difficult. Developments in the
world economy over the past few years, such as the ;harp
increases in energy prices and the rapid emergence of new
suppliers of manufactured products in world markets, have
£¢ 2d the pace of adjustment in our eqonomie and created
st1 1g pressurss for protective imp :t measures. There are
also strong temptations to offset oil-related payments

deficits by restrictir imports or artificially increasing



exports. Successful management of these pressures is a
significant factor in our efforts to promote efficiéncy

in our domestic economies and an important element in
strengthening Western cohesion on economic relations with
the rest of the world. Individual efforts to insulate our
economies £rom adjustmeﬁt or to éffset oil-related deficits
can only lead to collective failure. The renewal of our
commitment to resist protectionism in Ottawa must be

fresh and credible.

Credibility will flow f£from the articulation in Ottawa
of an effective strategy which embraces both domestic adjust-
ment and further interr tional cooperation and which is
aimed at promoting further trade liberalization and further

strengthening of the international t: iing system.

Domestic Adiv=tment

A coherent responsé to changing world trade patte ns
and to the associated domestic adjustment pressures must
begin with macroeconomic policies that facilitate'tﬁé'opera—

1 ¢ k ' 5
growth. Competitiveness at home and abroad requires domes-
tic economic policies that reduce inflation and étimulate
resea:r 1 and development and inQestment and, thus, raises

=3 lvity. The new U.S. Administration's economic















Safeguard Negotiations - An important piece of unfinished

business relates to the need for an appropriéte interna-
tional discipline for safeguards actions. The existing

GATT procedures have in certain circumstance provéd to be

so unattractive that countries have felt compelled to cir-
cumvent them. The clarification of ‘international rules on
safeguards is critical to the.intégrity of the international
tfading system. "Without an underétanding on commonly
accepted safeguards pracfices, we will likely see the gradual
accumulation of ‘arrangements and practices that increasingly

distort trade and undermine market-determined international

competition. Achier 1g an improved discipline in the area

of safeguards should also be a key element of an improved
trade relationship with the developing countries.

Bilateral Deals Involving Oil or Raw Materials ~ Concerns

regarding the aQailability of 0il and raw materials. have
led a growing number of governments to negotiate bilateral
deals, which include éupply commitments fo; 0il or raw
materials, investment éommiﬁments in processing facilities,
and import commitments for processed goods. Such arrange-

ments often are not consistent with international ti1 3e

commitments and they pose a serious threat to the inter-



)

national trading system. The United States believes this
growing bilateralism needs to be addressed in appropriate
GATT and OECD fora and a way found to reverse the current

trend, which if allowed to continue unchecked, can only

result in undermining the foundations of our international

trading system.

Trade with LDCs - Trade between our countri 5 and the dev lop-

ing countries is increasingly.important to our economic
well-being. The developing countries' ability to import in
turn depends critically on market access for 1eir goods

and the availability of financing. One of our objectives

for the 1980s should be to consoiidate and expand on the

work begqun in the MTN of integr ing the developing countries
more fully into the internitional,trading system. We should
encourage non-~signatory LDCs to undertake the obligations

of the MTN codes and encourage those LDCs which have acceded
to the codes to play an active role in ﬁheir implementation.
The more advanced evelopiné countries shonld undertake

trade obligations commensurate with their stage of develop-
ment. We need to carry out our trade dial jue with developing
countries through construétive discussions -- both bilaterally

and in the GATT. Our objective would be to prevent the



more acrimonious collective dialogue in other settings
from souring the atmosphere for genuine progress in the
trade area.

Non-market Economies (NMEs) anA +he GATT - We also need to

develop a more comprehensive body of commercial rules
addressing NME integration into'our'market-oriented trading
system. NME membership in the GATT'prévides a bridge to
fuller NME participation in our tfading system, but we have
not been able to find a way to ensure sufficient reciprocity
for other GATT members. Reciprocity would be enhanced if
NMEs were to increase the transparency of their foreign
purchase decisions and reduce their extensive bilatgraliza-
.tion of trade. The pessibility of early Chinese accession

to the GATT would make serious consic ration of these issues

iﬁ both the GATT and the OECD more ﬁrgent..

Institutional Consideratibns

The Ottawa Summit could give impetus to a trade
policy work program for ‘the 1980s. A basic question which
Summit participants should address is the timing of an attempt

to reach a consensus on such a work program.
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A second question is that of the most appropriate
institutional vehicle for initiating and carrying out work
on the topics which we identify as needed to be addressed.
We will want to take advantage of the dynamism and competence
of the new Director-Ger ral of the GATTZ On some »>pics,
however, such as services and investment issues, we have
made a constructive beginning in the OECD and we should en-
courage that institution to play a continued role. We must
at the same time recc nize that the launch;ng of initiatives
in the GATT before there is a broad consensus among the major
developed countries could result in the kind of polarized
North/South type of dialogue we want to avoid. On all
issues we will want to encourage the GATT and the OECD to
work more closely together than t@ey have in the past.

These considerations lead us to sugc st that we
consider asking Emile van Lennep, act ng in his personal
cap: ity, to consult with representatives of‘key deve oped
and developing countries, to develop an ac¢ 1da of trade
issugs for the 1980s, and to report back to the 1582 OECD
Ministerial. The Summit could endorse this a »>roach.

An :ing ¢ ( je ministers, at the right
moment and with careful preparation, could be very useful

to pursue.
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THE WHITE HOUSE
WASHINGTON

STAFFING MEMORANDUM

DATE: ___5/15/°" __ ACTION/CONCURRI CE/COMMENT DUE BY: 5/1¢
SUBJECT: __Trade . for i Lt
ACTION  FYI .ACTION  FYI

VICE PRESIDENT ) 0 JAMES 0 O
MEESE B/ ) MURPHY ) O
BAKER / ) NOFZIGER ) O
DEAVER { D WEIDENBAUM O 0
STOCKMAN 0 o CANZERI ) O
ALLEN <3 - FULLER (For Cabinet) O O
ANDERSON B/ o HICKEY ) )
BRADY 0 0 HODSOLL 0 0
DOLE ) ) MC COY ) O
FIELDING ) ) WILLIAMSON ) O
FRIEDERSDORF D .D - O O
GARRICK D ) .0 O
GERGEN D ) D 0
HARPER B/ D D |

Remarks:

We received this at 6:00 p.m. on 5/14 with a request for clearance by
5/15. I intend to raise this at Senior Staff on Monday morning --
both as a matter of substance and a matter of process.

Richard G. Darman
Deputy Assistant to the President
and Staff Secretary
(x-2702)






OTTAWA SUMMIT

U.S. Thoughts on Trade

Successive Summits since the mid-1970's have con-
tributed significantly to managing a period of substantial
stress on the international trading system. Summits
have.built, on the foundation of OECD trade declaratic¢ s,
a sérong political commitment to an open trading system.
The timely political stimulus given by Summit participants
contributed to the successful conclusion of the Multi-
lateral Trade Negotiations (MTN) in 1979. The last three
Summits have begun to focus attention on rigidities in our
domestic economies and to encoufage adjustment to reflect
real shifts in competitiveness.

Despite these achievements, as we approach the

Ottawa Summit, the overall trading climate has det riorated.

TEconc [c growl “if ¢ : countries has slowed and inflation
has risen. - Developmenté in the world economy over the

pést few years, such as the sharp increases in energy
prices and rapid emergence of new suppliers of manufactured
products in world n s, ! re si 11t 1eously increased
the need for adjustment in our economies and created strong

pressures for protective measures against selected imports



to slow or stymie the adjustment process. Governments

are also tempted to offset oil-related payments deficits
by restricting imports or artificial ; increasing exports.
We are seeing a proliferation of neo-protectionist devices,
including domestic suk idies, mixed or excessive official
exﬁort credits, barter deals, supply access arrangements,
and investment performance requirements, which are not
covered by the MTN codes. -

We must deal forcefully to counteract these trends
if we are to succeed in our efforts to pror te efficiency
in our domestic economies and to strengthen Western
cohesion on econon : relations with the rest of the world.
Individual efforts to insulate our economies from adjust-
ment or to offset oil-related deficits can only iead to

collective—£failure+—1In Ottawa the re wal of our ¢ mmit-

ment to an open tradihg‘system and to resist protect! r sm
must be fresh and credible.

We need an effective strate y which embraces both
dor stic adjustment and international cooperat ' >n. The
international side should be aimed at promoting trade
_liberalization, sti 1gthening the internat  1al trading sys-

tem, and rever ing the trend toward new forms of prote t: nism.







































