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BULLET PAPER ON NORTH-SOUTH 

We must recognize the serious problems faced by the 
developing countries and the importance of their development 
to our economic, humanitarian, political and security 
interests. 

The restoration of growth, containment of inflation, 
and maintenance of open markets in our own countries are 
among the most important contributions we can make to 
developing countries • 

. 
We remain committed to supporting the development 

efforts of the LDCs and intend to honor our international aid 
commitments. 

Our aid policies should support efforts to overcome 
the key development problems of food production, population 
growth and energy. 

The developing countries need to make a greater 
effort to adopt rational economic policies and provide a 
favorable investment climate. 

The US has doubts about the utility of global 
negotiations. We would like to hear the views of other 
Summit countries. We prefer to postpone any decision on 
global negotiations until after the Cancun Summit which 
should provide additional perspectives on the issue. 

We need to work closely with the Ottawa Summit 
-countries to assure the Cancun meeting is a constructive 
dialogue, but that is does not result in new commitments • 

GOS 6/19/87 
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• TALKING POINTS FOR NORTH-SOUTH ISSUES 

ECONOMIC GROWTH AND DEVELOPMENT ARE TWO OF THE MOST 

IMPORTANT CHALLENGES WE FACE. WE MUST SIMULTANEOUSLY REBUILD 

THE PRODUCTIVE BASE OF THE INDUSTRIAL ECONOMIES AND PROVIDE 

THE NECESSARY CONCESSIONAL AID TO ASSIST THE POORER COUNTRIES. 

ONE OF THE BEST THINGS WE CAN DO FOR DEVELOPING 

COUNTRIES IS TO GET OUR OWN HOUSE IN ORDER. ECONOMIC RECOVERY 

BENEFITS DEVELOPING COUNTRIES BY LOWERING INFLATION AND THE 

COST OF OUR EXPORTS TO THEM AND BY EXPANDING OUR MARKETS AND 

THEIR EXPORTS TO US. 

INDUSTRIAL COUNTRIES SHOULD MAINTAIN AND EXPAND 

ACCESS TO THEIR MARKETS FOR LDC PRODUCTS AND BORROWING REQUIRE-

• MENTS. THE UNITED STATES ABSORBED SOME 50 PERCENT OF LDC 

MANUFACTURING EXPORTS ·IN 1980 AND PROVIDED SOME 40 PERCENT OF 

LDC LOANS IN THE SAME YEAR. 

• 

OUR OWN ASSISTANCE PROG~1 WILL CONTINUE TO EMPHASIZE 

FOOD PRODUCTION, ENERGY AND POPULATION GROWTH AS THE KEY 

DEVELOPMENT PROBLEMS THAT MUST BE ADDRESSED. WE WOULD HOPE 

OTHER DONORS WOULD INCREASE EFFORTS IN THESE AREAS, ESPECIALLY 

POPULATION. 

A REALISTIC APPROACH TO DEVELOPMENT RECOGNIZES THE 

DIVERSITY OF DEVELOPING COUNTRIES, THE CRITICAL ROLE OF LOCAL 

POLICIES, AND THE IMPORTANCE OF EXPANDING TRADE, INVESTMENT 

AND FINANCIAL OPPORTUNITIES FOR LDCS AS A COMPLEMENT TO 

OFFICIAL AID AND AS AN INCENTIVE TO ALL COUNTRIES, INCLUDING . 
THE POOR, TO PARTICIPATE IN THE INTERNATIONAL ECONOMIC SYSTEM. 

•~-,·•·,,, 
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DEVELOPING COUNTRIES SHOULD CREATE THE PROPER 

ENVIRONMENT FOR PRODUCTIVE ACTIVITIES THROUGH RATIONAL PRICING 

AND INVESTMENT POLICIES. IMF AND WORLD BA.~K SHOULD NORK 

CLOSELY WITH DEVELOPING COUNTRIES TO ESTABLISH SOUND CONDITIONS 

FOR DEVELOPMENT. 

WE ARE SKEPTICAL ABOUT THE UTILITY OF GLOBAL 

NEGOTIATIONS AND WANT TO POSTPONE A DECISION ON RESUMING 

PREPARATIONS UNTIL AFTER CANCUN. 

A COOPERATIVE APPROACH AMONG THE OTTAWA SUM..~IT 

COUNTRIES IS THE BEST BASIS FOR ASSURING A CONSTRUCTIVE 

ATTITUDE AND ACCEPTABLE OUTCOME FOR THE CANCUN SUMMIT • 
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BRIEFER ON NORTH-SOUTH ISSUES 

Background 

The Venice Summit instructed the personal representatives 
to review and report to the next (Ottawa) Summit on aid poli­
cies and procedures and other contributions to the developing 
countries. The resulting paper focused on political aspects of 
relations with developing countries (LDCs): 

whether and how to exploit LDC dissatisfaction with 
the Soviet Union after -Afghanistan: 

how to recycle OPEC money into development, especially 
energy, programs for LDCs: 

the need for a political commitment to increase 
official development assistance (ODA): 

the need for a new global dialogue between 
industrial countries and LDCs. 

Early drafts adopted a~ culpa approach bemoaninq the 
inability of Summit countries to "do more" for LDCs in terms 
of aid for developing countries or restructuring the inter­
national economic system. In the preparatory discussions, 
the United States emphasized a more realistic approach, 
starting from the serious economic problems in both industrial 
and developing countries and stressing the substantial role 
of private sector trade, investment and finance as a 
complement to official aid. The paper now reflects a 
general consensus on the relationship of growth and aid and 
the need to concentrate bilateral aid on food, energy, 
population and manpower, training: it also contains, however, 
continuing disagreements on specific issues, such as launching 
of global negotiations in New York and the endorsement of an 
expanded World Bank lending programs for energy development. 

US Objectives 

To ro ect US concern for the economic well-bein 
of all countr es and especially for the poorer ones. 

To make clear that a revitalization of the productive 
base of the world economy is necessary to continue to expand 
the role of public aid and institutions in development. 

To convince others that our aid efforts should 
focus on the key development problems of food production, 
population growth and energy • 

GOS 6/19/87 



• 
-- To stress that the principal responsibility for 

development lies in sound domestic economic policies in 
LDCs as well as industrial countries. 

-- To note the importance and encourage the role 
of private trade, investment and finance in development. 

To stress that freedom from outside intervention 
is the right of every sovereign state and a requirement for 
political stability and economic progress. 

To postpone a decision on global negotiations and 
urge a serious approach to any global dialogue with LDCs 
based on close cooperation among the industrial countries to 
influence the objectives and agenda of this dialogue. 

Discussions of Issues 

Discussions of aid policies and other relations with 
LDCs have focused in the past on aid, the role of global 
institutional reform, and the adverse impact of defense 
expenditures and security assistance in LDCs (all points 
stressed by the Brandt Commission report). 

Other Summit participants will be pushing for new 
commitments on aid. We should avoid commitments but 
note that despite our budgetary constraints, our proposed 
FY 82 program is 16% higher than FY 81. Food production, 
population and energy are the key problems addressed in our 
assistance programs. -We hope others will increase efforts 
in these areas. We attach importance to institutional 
development and technology transfer and adaptation. 

The us believes that while aid remains a vital factor 
for many of the poor countries, more attention should be 
given to non-aid measures. Trade, investment and financial 
flows are many times the magnitude of official aid flows. 
In 1980 non-oil LDCs exported $90 billion worth of manufactured 
goods, earning four times the amount of official aid in that 
year. Investment flows are still the most efficient means 
of transfer of technology and management training to LDCs. 
And commercial banks supplied $37 billion of loans to LDCs 
in 1979 or nearly twice the level of official aid flows. 
The US makes substantial contributions in all of these 
areas, even though it compares poorly with other donors in 
terms of aid as a percentage of GNP. The us also contributes 
on pursuing growth-oriented non-inflationary· domestic 
policies which lower the costs of us exports to LDCs and 
expand opportunities for LDC exports to the us. 

The Canadian paper concludes that global negotiations 
to restucture the world economy are necessary and unavoidable. 
The US doubts that any gains can be made through such 
negotiations and is concerned that these negotiations 

,1. 
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could affect adversely specialized institutions such as the 
IMF and GATT. The US seeks to postpone further consideration 
of Global Negotiations until after the Cancun Summit, which 
offers an opportunity to develop a fresh perspective 
on relations with LDCs. To achieve the best outcome at 
Cancun, the us seeks close cooperation with the other Ottawa 
Summit countries to shape the objectives and agenda for 
discussions. 

The US believes that meeting the security needs of 
LDCs contributes to development in two important ways: it 
enhances the prospect of domestic-political stability and it 
frees resources for economic development. By making a 
substantial contribution to the security of LDCs, the us 
makes it possible for other Summit countries to concentrate 
more on economic assistance. 

Other Leaders Objectives/Views 

Other Summit countries see themselves as far more 
dependent on LDCs for energy, resources and markets than the 
us: they are therefore more accommodating to the LDCs and 
favor global negotiations for political reasons with no 
intention to follow through on subst~ntial issues. 

Other Summit countries feel that the new US Admini­
stration is indifferent to LDCs and is imposing East-West 
criteria on North-South relations. They criticize US 
military assistance and US policy directions to South 
Africa, Central America, and the Middle East. 

Canadian Prime Minister Trudeau is strongly sympathetic 
to LDC aspirations, as well as committed to a "successful" 
Ottawa Summit. Trudeau can build prestige both domestically 
and internationally if he can win concessions from the US, such 
as agreement to resume preparations for Global Negotiations. 

French President Mitterand may seek to establish his 
leftist 9redentials internationally by taking progressive 
positions on North-South issues at the Summit, but he will 
also need to demonstrate his ability to deal constructively 
with other major Western countries, including the us. 

Susport for us positions, especialll on Global Negotia­
tions as come from the UK and German n the ast. German 
post ons, however, ave recent y more accommodating 
of LDC demands and the UK is constrained in ·its support of 
the US by its participation in the EC of which it will be 
President from July through December. 

Cooperative approaches to Cancun should be welcome to 
all participants, except Italy. Italy can be expected to 
comelain bitterly as the only Ottawa Summit country not 
invited to Cancun. 
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Development Assistance Policy 

U.S. development assistance aims at promoting U.S. economic, 
humanitarian, political, and security interests in the developing 
world through the stimulation of equitable economic growth and 
development. 

The economic policy framework of the LDCs is critical to the 
success or failure of the development process in the developing 
country. The U.S. will be placing emphasis within all of its 
assistance programs on promoting through policy ·dialogue, more 
effective LDC policy. 

The U.S. remains committed to assisting .countries in address­
ing the basic human· needs (BHN) of their people.. Greater recog­
nition, however, needs to be given to the role of increased 
economic growth in achieving these ends. 

Worldwide problems of food, population· and energy have major 
implications for both developed and developing countries and are 
the centerpiece of the U.S. bilateral ass~stance programs. Over 
the next few months we will be developing new approaches which 
will utilize more effectively the resources of the U.S. private 
and scientific coIJll'[lunity in order to .. address these problems. The 
U.S. will continue to encourage other donors to increase their 
emphasis on these probie~~ 

· Institutional develo~ment and technoloiY transfer and adapta­
tion play a particu.larly important role in increasing the long­
run human and physical productivity of the country. AID intends 
to increase its a_ttention to programs in this area. 

The private sector has an extremely and often ·unique role to 
play in the development process. The U.S. is looking for innova­
tive approaches in which U.S. assistance programs can stimulate 
private sector activity in LDCs and to ·facilitate U.S. private 
sector participation in LDC development. 

The U.S. believes that increasing the effectiveness of 
assistance flows is important to increase ·its developmental impact; 
an obJective of particular concern in this period of budgetary con­
straints. Improved coordination with other donors to achieve 
common .development objectives represents an important element in 
that effort. 

Both bilateral and multilateral assistance are ·useful in pro­
moting U.S. foreign policy efforts in the developing world. The 
overall U.S. posture :t<>.w._ard th~ MDBs _and the approp~iate .. degree of 
~~p~asis _to bilat~ra~ a~d m.~ltilate~~l assistance is currently 
unaer review within the U.S. Government • 
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GLOBAL NEGOTIATIONS 

In December 1979, the US joined in the consensus adopting a 
34th UNGA resolution calling for" ••• a round of global and 
sustained negotiations on international economic cooperation 
for development ••• " However, we made clear in a statement we 
would join GN's only if procedures and agenda could be agreed. 
The purpose of Global Negotiations (GNs) is to create a central 
forum within the UN system for the consideration of major 
international economic issues such as raw materials, energy, 
trade, finance and development. Although the procedures and 
agenda to be used in conducting GNs have been actively 
negotiated in New York, it has not been possible to reach 
agreement. 

The basic controversy has involved differing conceptions of 
the nature of GNs. The US and many other industrialized 
countries see GNs as a central forum for discussing .major 
issues, with real negotiations being carried out in the 
specialized bodies within the UN system such as the IMF or 
GATT, for all of those issues for which such bodies exist. The 
central forum would only collate and ratify the results of 
these negotiations. On the other hand, most of the developing 
countries insist that the central forum should have the power 
to direct or even renegotiate the results of work in the 
specialized bodies. Thus, in our view, the major issue has 
been protecting the authority and responsibility of the 
specialized bodies. 

Although the procedures text, as it now stands, provides 
for agreement by consensus in the central forum on "all 
important matters," we believe that this requirement alone 
would not preclude negotiations in the central forum or provide 
adequate protection for the specialized bodies. We have become 
increasingly skeptical that anything of economic value would 
emerge from GN's. However, assuming that our procedural and 
agenda points are met, we may be obliged to participate due to 
possibly overriding political considerations. 

At the UNGA Meeting of the Whole in New York on Mays, the 
US proposed that preparations for GNs be deferred at least 
until the 36th UNGA Regular Session this fall and after other 
scheduled intervening meetings including the economic summits 
at Ottawa and Cancun (October 22-23). All other countries 
would have been willing to resume preparations immediately as 
sought by UNGA President von Wechmar (FRG), although several 
recognized that further meetings would be pointless without us 
participation. Neither summmit is scheduled to discuss GNs 
formally, but it is probable that the Canadian, French or other 
delegates will raise this issue at Ottawa and the subject is 
almost certain to come up at Cancun. At some point, the 
current 35th UNGA must be reconvened to defer GNs formally to 
the 36th UNGA. We would like to have this deferral handled as 
quickly and quietly as possible. -~ ~r 
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THE CANCUN SUMMIT 

President Reagan will attend a summit on economic cooper­
ation and development-J in Cancun, Mexico, October 22-23. There 
wi ll be twenty-one other partic ipants,* includ i ng all Ottawa 
summit participants except Italy. The USSR declined to attend, 
and Cuba was not invited at US suggestion. 

The eleven co-sponsoring governments have promised that 
the Summit will be open and informal, with no agenda and no 
communique, although as host Lopez Portillo may summarize 
suggestions which •emerge.• All Ottawa participants should 
agree that this format be preserved and that there be no 
structured preparation such as papers and prior meetings of 
personal representatives. This agreement would be followed 
by foreign ministers on August 1-2 at the only preparatory 
meeting for Cancun. 

The u.s .. views the Cancun summit as a useful opportunity 
to meet with most of the more significant heads of government 
for an exchange of views on global economic problems. The 
U.S. will want to discuss energy, food, trade, populaticin," 
and global ecology problems. Other participants wil.l have 
other problems to suggest. 

C 

Such a discussion should be more beneficial than the 
political dialogue in the U.N. which, for 18 months, has 
focused on procedures and a~enda · for the proposed "global 
negotiations" on all major international economic problems (See 
separate paper) • 

Except for the U.S. and the U.K., the Ottawa countries 
view Cancun and lobal ne otiations as oliticall necessar 
parts o a multilateral dialogue among economically interdepen­
dent nations. They believe that such a dialogue creates a 
better atmosphere in which to carry out their bilateral and 
regional objectives. They would like to include the U.S. in a 
general endorsement of global negotiations so this will no 
longer be an issue during the Cancun summit. Prime Minister . 
Trudeau would like to take credit for thus hav.ing "settled" the 
issue in Ottawa. -

The United Kingdom shares OS views on Cancun and global 
negotiations. However, the U.K. will chair the EC from July 1 
to December 31 and therefore may temper its public support to 
accommodate the other EC members. 

*Alger ia, Austria, Bangladesh, Brazil, Canada, China, France, FRG, 
Guyana, India, Ivory Coast, Japan, Mexico, Nigeria, Philippines, 
Saudi Arabia, Sweden, Tanzania, UK, Venezuela, and Yugoslavia 
(co-sponsors underlined). 

, DECWSIRs) -
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UN CONFERENCE ON THE LEAST DEVELOPED COUNTRIES 

In June 1979 UNCTAD Vin Manila adopted a comprehensive and 
far-reaching Resolution 122 (V) on the problems of the thirty 
least developed countries (LLDCs). This calls for an Immediate 
Action Program for 1979-1981 to accelerate the pace of external 
assistance and to address special bottlenecks to development 
and a Substantial New Program of Action for the 1980's to 
transform the economies of the LLDCs so that they can pursue 
self-sustained development. 

In addition the resolution recommended and the General 
Assembly has approved convening a UN conference on the least 
developed countries in 1981 in order to "adopt and support" the 
Substantial New Program of Action for the 1980's. The ­
Conference will take place September 1-14, 1981, in Paris. 

The us has participated in previous preparatory meetings 
for the Conference and will participate in the third 
preparatory committee meeting scheduled for June 29 - July 10 
in Geneva. This meeting will establish the agenda for the 
Conference. The US also has participated in a series of 
country review meetings -between individual countries and their 
donors which were organized on a regional basis and began in 
March 1981. Currently there are thirty-one least developed 
countries primarily in Africa (21) and Asia and the Near East 
(9)1 the only Latin American country is Haiti. These countries 
received 12.1 percent of official development bilateral 
assistance in 1980. 

The main issues at the Conference are expected to be the 
content of the Substantial New Program for the 1980's and 
follow-up to the Conference. Some form of institutionalized 
follow up appears likely, probably along the lines of the 
country review meetings. The UNCTAD Secretariat is seeking new 
additional financial commitments from donor countries and 
multilateral institutions and preferential trade ·concessions 
for these countries to support the Substantial New Program of 
Action. The Secretariat clearly desires a major role for 
itself in the follow-up. The us generally opposes these 
initiatives and is coordinating our position with other OECD 
member countries • 
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