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THE SECRETARY OF STATE C
WASHINGTON Jw

N IS0 20A

October 14, 1981

MEMORANDUM FOR: THE PRESIDENT

. ?
From: Alexander M. Haig, Jr.%ééi’

Subject:

In the last several days we have received a considerable
amount of intelligence on what to expect at Cancun. It is
increasingly clear that the issue of global negotiations
will be the centerpiece of the discussions. Our developed
country colleagues appear to feel as strongly about this
as the developing countries. A recent letter to me from
German Foreign Minister Genscher stresses this point, and
indicates that we would have an ample opportunity to pursue
our strategy for global growth under the heading of global
negotiations.

In light of this, I have taken another look at the
guidance memo summarizing the results of our discussion last
Thursday on global negotiations. As presently written, the
memo is needlessly contentious in attacking UN Resolution
34/138. If we stand on that negative ground, it will com-
pletely undercut the positive program you have developed and,
despite our efforts, we will find ourselves on the defensive
and isolated in Cancun.

We can easily avoid this self-inflicted wound by
presenting our position on the negotiations -- with which
I am in complete agreement -- in more positive terms.
Attached is a suggested rewrite of that part of the memo
which does the trick. The guidance states that we would be
willing to participate in preparatory talks in the United
Nations provided that the four conditions on which we insist
are met. On an if-asked basis, we would note that we have
proposed a set of conditions for our returning to the
nreparatory table and would not do so if the talks were
----ducted on the basis of UN Resolt on 34/138. Our stress
would be on our hope that others would agree to put aside
the substance of that resolution and begin afresh to work
out a procedural basis and agenda that would offer the
prospect of meaningful progress.

GDS 10/14/87 BY g@aﬁmma;,gswg=
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This approach serves precisely the same interests we
all have in avoiding preparatory discussions or negotiations
under UN Resolution 34/138, but enables us to do so in a way
which puts you in a leadership position. I recommend you
approve this more positively phrased guidance.

Attachment:

Revised Guidance.

OO



(1)

(2)

(3)

nLie

We have said that we would be willing to "participate
in preparations for a mutually acceptable process of
global negotiations in circumstances offering the
prospect of meaningful progress.” (Note emphasis.)

We would indicate that we are now, and would continue

to be,willing to participate in talks with individual
countries, with regional groups and with other interested
parties, and that we would be willing to return to
preparatory talks in the United Nations provided that:

(a) 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;

(b) the talks must proceed on a basis that would
respect and preserve the competence, functions,
powers, voting arrangements, and charters of
the specialized international institutions--
and not seek to create new international
institutions;

(c) the general objective of such talks must be the
identification of conditions necessary to increase
economic development (rather than a restructuring
of the international ecofiomic system); and

(d) such talks must be entered into in a cooperative
spirit rather than one in which views become X
polarized and chances for agreement are needlessly
sacrificed. i

I1f we were asked whether we would be willing to return

to preparatory talks if they were to be conducted on the

basis of U.N Res. 34/138, we would indicate that--as

our previous statement implies--we would not, but that

we should begin afresh to work out a procedural basis and

agenda that would offer the prospect of meaningful progress

and that we would hope other countries at Can

instruct their delegations to join us in this

We believe these conc ™~ 1s B )

which p1 ctical progress ca . we wul

fore, take the initiative in laying down our

CONFIORMTI
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UNITED STATES DEPARTMENT OF COMMERCI
T U er Secre ryfor International Trade

Washington, D.C. 20230

o

October 19, 1981

MEMORANDUM FOR: Craig Fuller

FROM ¢ Lionel H. Olmerf ‘'
l\éu

I wish to convey Secretary Baldrige's views on the USG posture
toward Global Negotiations at the upcoming Cancun Summit so that
they can be accounted for in preparation of the briefing material.

The Secretary believes that we should decline to participate in th
Global Negotiations (GN). The LDC's objectives for GN are in most
instances diametrically opposed to ours. If we agree to participat¢
in GN, even on a conditional basis, we would ultimately find
ourselves in an untenable position and might well be forced to
withdraw. This would entail much higher political costs than
declining to participate from the outset. A forthright position
will earn us more respect in the long run.

W ous
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Cancun Summit and Global Negotiations

Several principles need to be kept in mind regardless of
how the issue of Global Negotiations is handled at Cancun:

The President should not be engaged in the
debate on Global Negotiations between now
and the end of Cancun. Rather, he should
focus on the substantive views and policies
of this Administration and its vision of how
development is stimulated;

The current U.S. dialogue with developing
countries should be based on the realistic
approach outlined by the President and
Secretary Regan at the IMF/IBRD meetings

and Secretary Haig at the UNGA. The emphasis
should be on the positive role of the interna-
tional financial institutions and the GATT;

The Ottawa Summit Communique commits us to
some process of addressing the problems of
developing nations.

All of the attached options share the following elements:

Prior to Cancun, the U.S. must make an intensive
effort to ensure that our position is well
understood and supported by as many Cancun
participants and observers as possible. The focus
of this effort should be high level contact with
the other participating governments to inform
them of our positions, to seek their support

and to minimize the possibility of any surprises
or embarrassment for the President. In addition,
consultations with Congress and press briefings/
interviews should be used to ensure that public
(both foreign and domestic) and congressional
expectations about Cancun are consistent with
the positions that the U.S. will take:;

The President will make a speech prior to
Cancun in which he will elaborate on the
themes of his speech before the Annual
Meeting of the Bank/Fund;

The President's statement at Cancun will
emphasize a positive U.S. approach to

economic growth that relies upon the specialized
institutions;

There will be some sort of follow-up to Cancun,
but the form of the follow-up varies under each
option.



* Option I
Emphasize the Specialized Institutions
Decline to Participate in Global Negotiations in New York

The President would present his vision of how successful
development proceeds and would emphasize the role of market force=
in attaining this result. He would review the role of the specia -
ized agencies in spurring development worldwide. He would outline
specific plans and measures that the United States will propose
in the various specialized agencies in the coming months and would
underline the fact that these institutions can address the real
economic concerns of the developing world more successfully than
would endless rhetoric in a political forum. We can suggest
follow up and review in the specialized agencies themselves,
which may allay the fears of those who think this is simply a
"time-buying" approach.

As far as Global Negotiations are concerned, there are two
options for how and when to indicate our position:

A. The President could announce at Cancun that
although the United States fully shares the hope that
the development goals of all nations will be realized,
we do not think that Global Negotiations will be able
to provide the tangible economic benefits sought by
those who propose it or;

B. The President could forego specific mention
of Global Negotiations at Cancun, in favor of outlining
the U.S. position more clearly in New York at November's
meeting of the General Assembly. The latter position
saves the President from facing potential embarrassment
at Cancun.

Pro:

- This approach would be positive in that it would lay out
concrete measures designed to address developing countries' real
economic concerns as well as genuinely to include them in the
international economic system.

- We can deliver this option. The position tracks
U.S. domestic as well as international economic policy as
enunciated by Administration officials, including the Pre t,
during the past nine months. The U.S. would be presenting a
firm, economically sound approach to development which offers
a vivid contrast to some of our past efforts in this regard.
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- Although this option may cause some immediate pain,
this will be of a short-term nature, and the potential adverse
effects at Cancun could be mitigated through concentrated pre-
conference consultations. If we agree to go along with the
concept of Global Negotiations merely to keep the "dialogue”
going while knowing that there is virtually nothing we can
agree on or give away, we will pay a political price which will
steadily escalate until the process ends. In other words, from
a foreign policy point of view, this approach would cut our losses.

- Saying "no" now would be an honest statement of the U.S.
perception of its economic interest and that of the global system.
The most important contribution developed countries can make in
spurring economic development is to restore adegquate economic
growth domestically. A strong international economy coupled witl
realistic economic policies in developing countries is the key tc
sustained growth in the Third World. Global Negotiations provides
a rhetorical mask for developing countries to hide behind as they
ignore this fact.

= All previous North/South "dialogues" have failed to
achieve results, and there is no reason to think this effort will
have a different outcome. In fact, given the severe economic
difficulties currently faced by nearly all countries, prospects
for failure are quite high. This is especially true since LDCs
equate success with direct resource transfers.

- Without U.S. participation, Global Negotiations can not
be launched effectively: this would remove the threat to the
specialized agencies from a UNGA attempt to supervise the work
of those institutions.

- There is less unity among developed countries in their
views of North-South issues than has been the case praviously.
This would increase the chances of an unacceptable outcome from
Global Negotiations.

Con:

- This position will require us to be more forthcoming
on LDC issues within the GATT, IMF and IBRD in the coming year.
This may involve some economic concessions that would affect
trade and financial flows.

- The United States may be isolated internationally
on this position and may be portrayed by developing countries,
the socialist bloc and by many developed countries (including
several that share our concerns) as being unresponsive to the
plight of the developing world.

- There may be some negative impact in the short-run on our
relations with individual developing countries.




Option II

Emphasize the Specialized Institutions as in Option I.
Agree to continue preparing for Global Negotiations
provided Minimum Conditions for U.S. Participation‘are

met.

- Our basic emphasis would be to press for a broad agreement
at the need for positive progress in the specialized institutiond,

Our conditions for agreeing to preparatory discussions in New
York are specified as:

- Protection of the competence, functions and powers of the
specialized institutions.

- An agenda that addresses a limited number of global economic
issues.

- A focus on the conditions for accelerating growth and
on common economic problems requiring international cooperation.

- 01d negotiating drafts on procedures and agenda would be
discarded, and a fresh start would be made on drafting procedg;es

and agenda.
[

- The Charter of the United Nations and - the agreements
between the UN and the specialized agencies and fora of the
UN system will be respected.

»

Pro:

- By agreeing to continue to search for an acceptable basis
for Global Negotiations, President Reagan would be spared the
isolation that would occur at Cancun if he were to say "no" to

Global Negotiations.
- By establishing a set of minimal conditions for U.S.

participation in a universal forum, the President will have
preserved U.S. concern with the integrity of the specialized

institutions.

- This option gets the President through Cancun and establishes
firm negotiating position for the UNGA. If our conditions are not
met there, we could say no without embarrassment to the President.

- Permits the United States to be positive about discussions
in the UNGA and not have to oppose a dialogue in principle.




- By keeping Global Negotiations alive at least in the
short-run, we would create a more favorable environment for
obtaining support for actions in the specialized institutions.
If we develop enough momentum there before any breakdown of
GNs, the negative impact of such a breakdown might be reduced

substantially.

Con:

- Experience to date indicates that the U.S. cannot obtain
strong assurance of its conditions through negotiations on agenda
and procedures in New York. There is little doubt that the
central issue of the specialized institutions' integrity will
have to be refought repeatedly on virtually every individual
trade and financial issue.

- Agreement to a post-Cancun effort to pursue preparations
for Global Negotiations will be construed as a first commitment
by this Administration to GNs. A subsequent decision to back
out of Global Negotiations then would be portrayed as this
Administration reneging on one of its "commitments" rather
than reversing the previous Administration's policy. e

- A decision in the Spring of 1982 that our conditions for
GNs could not be met might set off a negative reaction among the
Group of 77 that would damage our efforts to obtain participation
by the LDCs in the preparations for the GATT Ministerial in late

1982.

[



Option III

Emphasize the Specialized Agencies and Establish a Work
Program for Them under The Supervision of A Cancun
Followup Group. Delay Decision On Global Negotlations.
It would be agreed at Cancun that the personal representatives
of the Cancun participants would meet in 3-4 months to prepare a
"curriculum" for the IMF, IBRD, GATT and FAO. Representatives of
these organizations would be invited to participate in this
process. The curriculum would consist of a series of issues
to be considered by each institution, and each institution
would submit a report on its respective issues to the Cancun
group within 9-12 months. 1In the meantime, we would attempt
to stall GN discussions in New York on the ground that any

agenda for GN would be much better if it had the benefit of the
specialized institutions' reports. ' :

Pro:

- This would be a concrete step to move the discussions into
the specialized institutions that are our preferred venue for
addressing issues of international economic cooperation.

- We would be providing a positive alternative to Global
Negotiations rather than simply being negative. Thus, the
President would not be isoclated at Cancun yet would not have
made any commitment on Global Negotiations.

- We would have enlisted the prestige of the Cancun 22
in backing an approach that puts the specialized institutions
at center stage.

Con:

- Negotiations about the specialized institutions'
"curriculum” very likely would encounter difficulties about
how much direction outside entities should give to the
deliberations of the specialized institutions. This is why
Global Negotiations failed last year. (Note: all Cancun
participants are not members of all specialized institutions;
e.g., Algeria, Saudia Arabia, PRC, Venezuela and Mexico are
not members of GATT).

: =) lic "= U.S.
response to tne question or U.S. participacion in Global
Negotiations. The question will arise in November in
the form of a UNGA resolution on GNs.

- The Group of 77 may reject this approach as inconsistent
with their concept of what is needed, namely, integrated
discussions across issues and control by a universal forum.

- This approach does not provide a venue for discussing
energy issues, nor does it draw non-members of the institutions
(especially the socialist countries) into the discussions.
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34/138. Glodsl megociations relating te internaticnal econcaic co-speration for developasnt

’
¢

’

In 2

ON General Assembly Resolutions 34/138 &=STETSE® on Global Negotfation:

" Deelaration and the Programme of Action on the Zatabl{ishment of a Nev Intarnatiocasl Ecomoaic

“dHLe yww RZETN |G| .

DA N

Date: 14 Decesber 1979 Maeting: 104
Adopted withaut s vote Draft: A/34/L.55

The Ceneral Assembly, =~ . ] . . .

- Wl ctee e - el .

l;callln‘ {ts resolutions 3201 (S=VI) and 3202 (S-¥1) of 1 May 1974 containing thc

Order, 3281 (XX1X) of 12 Decezber 1974 coatsining the Chacrter of Lconomic Rights and Duties

 of Stazes and 3362 (S-VII) of 16 Septasber 1975 on development and isternaticnsl eccncaic

:o-optu:ia. vhich lay down the foundsticas for the establishmat of the new hutu:;ml
economic order,

Noting with deep concern :hu. “lplu.tha great efforts mde by mny countries,

*; especislly the developiag countries, st a large number of meetings and intarnaticnal

¢coafarences aimed st the escablishaent of the nev utcrunond economie ovder, ealy hund
progress has been achieved, . - e seoy sy ‘*_.. - ,:...,..e;_‘_ ,;- . . e

Cans{dering the report ol :hc Co-nt:u of the .thole bub!hhcd under ccuenl Muély

: resastion 32/124, 81/.

Taking note of the importaat rasclution ulopud at the Sixth Ceonfarence ol Eudn cf
State or Governsent of Non-Aligned Countries, held at Havana from J to 9 Septezber 1979, om
globsl negotiations relating to internationsl ‘economie co-operstion for developmat, 82/

Eachssising the impersative need ‘to establish & nev system of unﬂuuml economic
relations based on the principles of equality sad mutual benefit as slso to promote the .,

Sommcn inun-: of 411 countries, . e e

Stressing that the establishaeat of such & nev system calls for bold initiatives and
demends nev, concretles, comprehensive and globsl solutions going beyond limited efforts and
amssures intended to resolve only the ynunt economic difficulties,

Urging all cauntnu to coumit themselves effactively to schieving, through

. lnurmcxml negotistions and other concerted sction, the restructuriag o! internstional
; eccaomic relations on the basis of the principles of justice and equality in order to provide

- 1.. Agrees that such ugothun- should: P

for stasady economic development, vith due regard to the developemeat potential of developing
countries,

Eachasizing that aueh glebal u;ochtieu wet ukc place within the United lhtxon-
lyuca,

)(’ Resffirming in this coatext the central role of the General Assesbly,

1. Decides to lnuneh st its special esessicn in 1980 s round of gl&Wd
Mzocuﬂnu x ia 1 economic co-operatioa for dcvelop-n_,_ such negotistions beins
entead and noeudin; 6 siaultanecus sanner in erder to ensuge

integrated approsch ta ths issues unde B 1Y ) o

‘-.:2. . . . .
o ¢ e s s s e e

(n) Take placa v;thm the Unuod lutlonn system with the particxpumn. in accordance
vith the procadures of relevant bodies, of sll States and within a specified time-frame
"withast prejudice to the cantral role of the Cenersl Asgembly;

(b) Include mmjor issues {n the field of rav mterials, emergy, trade, dwelo;nnt.
money and finsnce; .

. -
— e ——
Sffrcial Records of - < .31 Assewelv, Thiievefourtr § =, Suoplament ke, & (A/54/734).
Sec 38 L, Annex, TN,
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(¢) Contridute to the {splemntation of the internationsl development strategy lor the
{rd lhiud Mscions Developsent Dmecade;

(4) Ccn:ribu:c to the solution of internsticaal economic prodlams, within the framwerk
of the rumetuing of {aternational ecomomic relations, and to steady glodal ecomoamic
developmmt, in particular the development of developing countries, and, to this end, reflect
the sutusl benefit, the comocnm iatctnt and the responsibilities of the parties conceroed,
taking into account the genersl economic capability of each country;

3. Purther agrees that these megotiations should not invelve any intarruption of, or
have sny adverse effect upon. the negotiations in other Dniud'lh:ieas loru- but shmld

- ‘geinforee and ‘drav upn :hcr.

4. Agrees that the successful huadlins and ultimte success of globsl nqo:intiom
require the tun commitment of all participants to careful and thorough preparations,
including efficient procedures for the ncgo:iationn. .

S. Decides that the Committee of the iholl fstablished under Ceneral Assesbly
Resoluticn 33/174 should sct as the preparatory cosmittee for these negotiations snd pracose
all necessary arrangemrnts vorked aut in accordance vith its established procedures 83/ o

easble the Assesbly at its special session {n 1980 to decide on an effective and prompt
beginning of the giobal negotiations, aand further decides that the Committee should sub..t to
mﬂrtﬁtl‘fyi?ﬁl—ﬁ_ﬁ'xﬁu final report coantaining its recomzendations on the

procedures, the tims-frame and detailed agenda for the globsl negotiations, taking imto
sccount paragraphe 1 to & above.

A
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VON WECHMAR TEXTS OF DECEMBER 14,

Procedures

1. FOR TME PURPOSE OF TNE GLOBAL NEGOTIATIONI, THE
THIRTY-FIFTH SESSION OF THE GEMERAL ASSEMBLY DECIDES 10
COWVENE A UNITED NATIONS CONFERENCE FOR GLOBAL NEGOTIATIONS
ON INTERNATIONAL ECONOMIC CO-OPERATION FOR DEVELOPRENT,

1. IME_CONFERENCE SHOULO NAVE URIVERZAL PAATICIPATION, A7
A NiGw POLITICAL LEVEL, AND WILL BE THE FORUM FOR CO-
ORDINATING AND COMOUCTING THE GLOBAL NEGOTIATIONS WITH

A VIEV TO ENSURING A SIMULTANEOUS,

COMERENT AND INTEGRATED APPROACH TO ALL THE I3SUES UNDER
NEGOTIATION. TNE CONFERENCE SWOULO RESULT IN A PACKAGE
AGREEMENT,

3. FOR TNE PURPOSE OF FACILITATING THE GLOSAL
NEGOTIATIONS, TNE CONFERENCE WILL, IN THE INITIAL
PERIOO WMICK SHOULD NOT EXCEED EiGNT VEEKS, ESTABLISH
O8JECTIVES FOR AXD PROVIDE GUIDANCE ON THE AGENDA ITEMS

O PARTS TNEREODF.

KD HOC GROUPS AS (T WILL CI!ATQ +THE CONFERENCE WILL
§MDICATE TNE TIME-FRAME FOR THESE NEGOTIATIONS.

3. JME COM
SPECIALIZED A AND AD WOC GROURS WITNIN THE INDICATED /
TIHE-FRAME / MITH A VIEVW TO CON QTIA-

TIONS WITREA PACKAGE AGREEMENT.

$. MFULY D G ATE AND FULFILLING IT$
aoe, THE conremnce wiyl wor.

i Pﬂlﬁll?l 4 ll“!

1. AL 1o TNE PACKAGE AGRECMENT WILL BE COMMITTED
TO TS INPLEMENTATION. WMEAE SUCH IMPLEMENTATION INVOLVES
ACTION Y SPECIALIZED FORA WiTHIN TNE UNITED NATIONS SV§-
TEM, PARTIES TO THE AGREEMENT WILL ACT THROUGH THE INTER-
GOVERNMENTAL BODIES OF THESE FORA, IN ACCORDANCE VITH
TNEIR COWPETENCE ANO RULES OF PROCEDURES.

A

8. THE CONPERENCE WILL FUNCTION IN ACCORDANCE WITH THE
PROCEDURES OF TNE GENERAL ASSEMBLY. NOWEVER, IV WILL

REACH _AGREEMENT SENSUS ]

1980

SUCK AS THOSE REFERRED TO iN PARAGRAPHS 2,3,4,5, AND §.

SEADGUARTERS 1N NE YORK. e

I8. TNE CONFERENCE SWOULO START FUNCTIOMING OW
1881 AND SHOULD MAKE EVERY EFFORT TO CONCLUOE Bv (@)

11. THE CONFERENCE SNOULD WAVE THE HIGHEST

PRIORITY 1 RESPECT OF FACILITIES ANO SERVICES, INCLUDING
INTERPRETAT{ON AND TRANSLATION IN ALL THE OFFICIAL AND
WORKING LANGUAGES OF THE GENERAL ASSEMBLY ANO ITS MAIN
COMMITTEES TO SE PROVIDED 8Y TME UNITEO NATIONS
SECRETARIAT, TME NECESSARY FACILITIES AND RESOURCES
SHOULD ALSO BE PROVIDED FOR ALL PREPARATORY ARRANGEMENTS,
AT UNITED MATIONS MEADQUARTERS INCLUOING REGIONAL AND
OTHER GROUP MEETINGS, FOR TNE PURPOSE TNE NEGOTIATIONS.

12. APPROPRIATE ARRANGEMENTS WOULD WAVE 10 BE RADE
70 ENSURE THE PROVISION AMD CO-ORDINATION OF TNE INPUTS
§F TWE SECRETARIATS OF TME UNITED MATIONS SVSYER 10 THE

CONFERENCE.

13. UPOn REGUEST, THE CONFERENCE MAY IRVITE SPECIALIZED.
(NTERREGIONAL, REGIONAL AND SUBREGIONWAL 1NTERGOVERNMENTAL
ORGANIZATIONS RELEVANT TO THE TASK OF TME COWFERENCE, TO
ATTEND THE CONFERENGE.




SNAPEAU

1. GLOBAL NEGOTIATIONS.PROVIDE AN OPPORTUNITY FOR THE
JORLD COMMUNITY TO ENGAGE IN CONERENT, INTEGRATED,
BIMLTANEOUS AND SUSTAINED NEGOTIATIONS ON

AAJOR WORLD ECONOMIC ISSUES OF CONCERN TD ALL COUKTRIES IN
INE FIELO OF RAV WATER{ALS, EMERGY, TRADE, DEVELOPMENT,

NONEY AND FINANCE.

TWE NEGOTIATIONS SHOULD REFLECT THE

WTUAL BEMEFIT, THE COMMON INTEREST, AND THE RESPONSIBILI-
T1ES OF TME PARTIES COWCERNED, TANING INTO ACCOUNT THE
SENERAL ECDNOMIC CAPABILITY OF EACN COUNTRY AND SNOULD
SONTRISUTE TO:

‘ "

() THE SOLUTIGM OF INTERNATIONAL ECONOMIC PROSLENS
VITRIK THE FRAMIVORK OF TNE RESTRUCTURING OF INTER-
WATIONAL ECONOMIC RELATIONS;

@) STEADY GLOBAL TCORONMIC DEVELOPMENT AND, IN
PARTICULAR, THE DEVELOPMENT OF DEVELOPING COUNTRIES;

©©) TNE iMPLEMENTATION OF THE [NTERNATIONAL
DEVELOPMENT STRATEGY FOR THE TRIRD UNITED NATIONS
DEVELOPMENT DECADE.

, EMPNASITING TRE INPARATIVE NEED TH ESTABLISH

WLV SYSTEM OF (WTERRATIONAL ECONOMIC RELATIONS, ALL
MWNTRIES SNOULD COMMIT TMEMSELVES TO ACHIEVING, TNROUGH
ITERNATIONAL NEGOTIATIONS AND DTHER CONCERTED ACTION, THE
FSTRUCTURING OF {NTERNATIONAL NEGOTIATIONS AND DTNER
MCERTED ACTION, TNE RESTRUCTURING OF INTERNATIONAL
[GOTIATIONS AND OTHER CONCERTED ACTION, TME RESTRUCTUR-
1 OF INTERMATIONAL ECONONIC RELATIONS On THE SASIS OF

GE PRINCIPLES OF JUSTICE, EQUALITY AND MUTUAL BENEFIT,
TN BUE REGARD TO TWE OEVELOPHENT POTENTIAL OF DEVELOPING
WNTRIES.

. ECONOMIC INTERDEPEMDENCE 1S A GROWING REAL [TV ARONG
DUNTRIES AT DIFFERENT LEVELS OF DEVELOPMENT. THIS

EALTTY COMPELS INTERNATIONAL CO-OPERATION WHICH

WOULD BE SUPPORTED BY CONERENT NATIONAL ECONORMIC

DLICIES ON THE PART OF ALL MEMBERS OF THE INTERNATIONAL
OMRUNITY, SO THAT MAXIMUM DEVELOPMENT AND STEADY ECONOMIC
ROWTH CAN BE ACHIEVED BY ALL WITHIN THE FRAMEWORK OF
ESPECTIVE WATIONAL OEVELOPMENT STRATEGIES AND PRIORITIES.

THE GLOBAL NEGOTIATIONS SHOULD BE ACTION-(RiENTER AND
IN AT REACKING IGI_IIHEIT 8Y THE INTERNATIONAL 1Ty

§ CONCRETE AND MUTUALLY REINFORCING MEASURES DESIGNED TO
HIEVE NEV, COMPREHENSIVE AND GLOBAL SOLUTIONS TO PROBLENS
) EACH AND ALL OF TNE FIELDS OUTLINED IN THE AGENDA.

IESE SOLUTIONS SHOULD GO BEYOMD LIMITED EFFORTS AND

+<ASURES (NTENDEO TO RESOLVE ONLY THE PRESENT ECONDMIC

BIFFICULTIES.

in ;uTloN SO ALY _1TERS nu m’ BAENDA OF THE GLOBAL
l!ﬁ M F Pf arsD pu_THL NEFNS
AW
DEVELOPPENT POIENTIAL,  TME GLOBAL NEGDTIATIONS SHOULD

BSTAN I e Y uminIBUTE TO THE RAPID DEVELOPMENT OF
VELOPING COUNTRIES, TNUS ENABLING TMEM TO ACHIEVE
EATER SELF-REL IANCE AND ENNWANCE THEIR CAPACITY TD PLAY

e

Agenda

§. (SHIPPING).

AN EFFECTIVE ROLE N INTEANATIONAL ECONOMIC RELATIONS,
INCLUOING THE PROCESS OF DECIS!ONM-MAKING.

G. (N THE FACE OF DIFFICULT ECOMONIC COMO!ITIONS, CON-
CERTED MEASURES ARE REQUIRED FROM THE INTERMATIONAL
CONMUNITY TO SUSTAIN ADEQUATE LEVELS OF ECONOMIC GROVTH
AND OEVELOPMENT IN TWE OEVELOPING WORLD, PARTICULARLY IN
TNE LEAST DEVELOPEO COUNTRIES AND OTHER BEVELOPING
COUNTRIES, INCLUDING TNOSE IN OTHER SPECIAL CATEGORIES,
WMERE THE DEVELOPMENT NEEDS AND PROBLEMS ARE GREATEST.

. AGENDA 1TENS PREJUDGE THE
QUTCOME OF TRE NEGOTIATIONS AND DOFS w0t PRECLUDE THE

DISCUSSION OF ANY SUBJECT Riumecw 10 THE AGRNDA.

0. _ACCORDINGLY THE 60ILQUIMG AGENNA, OF WMICK THE ABOVE

’ﬂ!ﬁll?us ARF_AN ImTecRal panl 1S AGREED FOP THE_ALOBAL

JRGOTIATIONS ON IMTERNATIONAL ECONONIC CO-OPERATION FOR
“BUVELOPRENT.

AGENDA |TEMS

1. OUESTIONS RELATED TO ACHIEVING A REAL INCRFASF N
AXD STABILIZATION OF THE EXPORT EARNINGS DERIVED FRom
PRIMARY COMMODITIES AND RAV MATERIALS.

2. PARTICIPATION OF DEVELOPING COUNTRIES N THE TRAOE,
TRANSPORTATION, MARKETING AND DISTREBUTION OF THEIR COMND-
DITIES AND RAW MATERIALS; LOCAL PROCESSING AND STORAGE

OF CONMOD!TIES AND RAW MATERIALS PRODUCED 8Y DEVELOPING
COUNTRIES.

3. DEVELOPMENT OF MATURAL RESOURCES.

4, QUESTIONS RELATED TO TRADE, (MCLUDING ACCESS

TO MARKETS, PROTECTIONISM AND STRUCTURAL ADJUSTHENT,
WHICH SHOULD LEAD, INTER ALIA, TO IMPROVEMENT IN TERNS
OF TRAQE.

6. W THE LIGNT OF THE SCARCITY OF PETROLEUM RESOURCES,
AND THE MEED TO RAPIDLY DEVELOP CONVENTIONAL AS

MELL AS ALTERNATIVE SOURCES OF ENERGY TO MEET TWE GROW-
ING REQUIREMENTS FOR FUTURE ECONOMIC GROWTN AND DEVELOP-
MENT, AND RELATED PROBLEMS OF COMMON INTEREST:

() URGENT MEASURES BY THE INTERNATIONAL COMMUNITY TO
FEET (TS ENERGY REQUIREMENTS, INCLUDING PARTICULARLY)
OF ENERGY-DEF ICIENT DEVELOPING COUNTRIES, ON A CON-
TINUING BASIS;

@) EFFECTIVE MEASURES FOR CONSERVATION AND RATIONAL
USE OF ENERGY;

(C) DEMAND AND SUPPLY OF aLL FORMZ OF ENERGY AND RE-
LATED PROBLENS (, INCLUOING CRITER:iA FOR PRICING' ;

©) PMEASURES, Y THE (NTERMATIONAL COMMUNITY, {NCLUDING
THE PROVISION OF FINANCIAL AND/OR TECHNICAL ASSISTANCE
AND SUPPORT, AS APPROPRIATE. IN SUCH AREAS AS:




(1} EXPLORATION FOR AND DEVELOPNENT OF NEW AND
RENEVABLE AS VELL AS COMVENT)OKAL SOURCES OF EMERGY
I OROER TO IMCREASE ITS AVAILABILITY:

(1) TECANICAL AND TECHNOL OGI1CAL ASPECTS OF COm-
VENTIONAL EMERGY PRODUCTION AND CONSERVATION;

(101)  RELEVANT AREAS OF RESEARCN AND OF-
VELOPRENT;

{1V)  PLANNING OF ENERGY PROGRAMMES AND PROJECTS
1N INTERESTED COUNTRIES:

7. PARTICIPATION OF DEVELOPING COUNTRIES IN THE DOWN-
STREAN ACTIVITIES In TNE FIELD OF EMERGY.

-8, INTERNATIONAL CO-OPERATION FOR TWE DEVELOPMENT ANO
DIVERSIFICATION OF FOOD AND AGRICULTURAL PRODUCTION
ANO IMPROVERENT OF NUTRITION (N OEVELOPING COUNTRIES,
TOROUGH SUCH MEASURES AS:

) TRANSFER OF RESOURCES TO SUPPLEMENT MODILI2ATION
OF DOMESTIC RESOURCES;

@) RESEANCH AND DEVELOPMENT ANO TRANSFER OF
TECHNOLOGY AND 1TS ADAPTATION TO THE NEEDS OF (ND!Vi-
DUAL COUNTRIES AND REGIONS;

{C) SUPPORT FOR TNE IMPLEMENTATION OF MATIONAL AGRI=
CULTURAL OEVELOPMENT STRATEGIES, INCLUDING THE IMPROVE-
MENT OF FOOD STORAGE ANQ OISTRIBUTION FACILITIES

IN DEVELOPING COUNTRIES,

8. THE ESTABLISHMENT OF AN EFFECTIVE 8AS1S
FOR WORLD FOOD SECURITY, IWCLUDING FODD AiD, EMERGENCY
FOOD RESERVE AND OTHER RELATED QUESTIONS.

6. URGENT, CONCERTED AND SUSTAINED |NTERNATIONMAL
ACTION, TAKING INTD ACCOUNT UNCTAD RESOLUTION 122 (VI,

TO ASSIST THE LEAST DEVELOPEO COUNTRIES TO OVERCOME
THEIR SERIOUS STRUCTURAL PROBLEMS (THROUGH,

INTER ALIA, TNE ALLOCATIDN OF AOEQUATE RESOUACES TO THIS
EnpY

11, PESITIVE ADJUSTMENT POLICIES AND INCENTIVES WITH
A VIEV TO ACCELERATING THE INOUSTRIALIZAYION OF DEVELOP-
ING COUNTRIES THROUGH THE RESTRUCTURING OF__OORLD
INDUSTRY/WORLD IMDUSTRIAL CAPACITIES), TAKING INTO
ACCOUET BEGIONAL CY4TEGIES FOR INOUSTRIAL

DEVEL( T AND rI1DN.

ALTERNATIVE FORMULATION:

MEASURES TO ACCELERATE THE INDUSTRIALI2ATION OF OEVELOP-
ING COUNTRIES, TAKING INTO ACCOUNT REGIONAL

STRATEGIES FOR INOUSTRIAL OEVELOPMENT AND INTEGRATION,
W eCN SHOULD LEAD TO CONTINUING RESTRUCTURING OF WORLD
(H0UsIRY,

1. REASURES TO SUPPORT.TME ,TRANSFER OF TECHNOLOGY TD

DEVELOPING COUNTRIES, INCLUDING THE AOAP-
TATION AND APPLICATION OF SUCH TECHNOLOGY.

13. MEASURES TO SUPPORT THE OEVELOPRENT OF INFRASTRUC-
TURE - iN DEVELOPING COUNTRIES, SUCH AS THE IMPLEMENTATION
OF THE TRANSPORT AND COMMUNICATIONS DECADE IN

14, MEASURES TO ENWANCE AND IMPROVE TME TRANS-
FER OF RESOURCES FOR ECONOMIC DEVELOPMENT, (N KEEPING
WITH BEVELOPMENT REQUIREMENTS, THROUGH:

(A} CONCESSIONAL FLOVS, INCLUDING OFF ICIAL OEVELOPREN
ASSISTANCE TO DEVELOPING COUNTRIES, 1N PARTICULAR TO
THOSE OEVELOPING COUNTRIES WMERE THE DEVELOPRENT

RIEOS AND PROBLEMS ARE GREATEST;

®)  WON-CONCESSIONAL FLOVS, INCLUOING ACCESS TO
CAPITAL BARKETS, DIRECT INVESTMENT AND CO-
FIRANCING;

€) RELATED ARRANGEMENTS AS MAY 8% REQUIRED.)
15, FINANCING OF BALANCE-OF -PAYMENT DEFICITS.
16. DEBT PROBLENS OF DEVELOPING COUNTRIES.

17.  APPROACNES TO ENSURE TNE GROVTM ANO STABILITY OF
MEV TYPES OF FLOWS, INCLUDING AVAILABLE FUNDS I¥
FINANCIAL AND CAPITAL MARKETS, TO FACILITATE SUSTAINABLE
ECONOMIC GROWTH AND OEVELOPMENT (ANO TO EWSURE THE
STCURITY AND VALUE OF TWESE FiOWS),

ALTERWAT IVE FORMULAT|ON:
NEV TYPES OF FINANCIAL FLOWS AND RELATEO PROBLENS.

18. EFFORTS TO ENWANCE TNE RESPONSIVENESS OF THE INTER-
NATIONAL MONETARY SYSTEM TO THE ECOMOMIC GROWTH AND

DEVELOPMENT NEEOS OF THE IMTERMATIONAL COMMUNITY THROUGH
CONTINUING (MPROVEMENT AND CNANGES (N TWE SYSTEM:

@) INTERNATIONAL LIQUIBITY (N ALL 1TS ASPECTS
(INCLUOING SDR ALLDCATIONS AND THEIR RELATION 10
BEVELOPHEN) FINANCE) ;

@) SURVEILLANCE OF EXCHANGE RATES AND OF BALANCE-OF-
PAYRENT POLICIES;

@) PARTICIPATION OF THE DEVELOPING COUNTRIES (N TNE
DECISION-RAXING PROCESS;

®©) ADJUSTHENT PROCESS IN ALL ITS ASPECTS:

(1)) WODALITIES OF THE EX)STING ADJUSTMENT PRDCESS AND
™ei Y;

(1) CONTRIBUTIONS BY INTERNATIONAL FINANCIAL AND
MORETARY (NSTITUTIONS TO THE ADJUSTMENT PROCESS;

(101)  FACILITIES !N THE COMTEXT OF TNE ADJUSTMENT
pROCESS ;

)  TERMS AND CONNITIONS FOR TNE USE OF INTERPATIONAL
MOMETARY FUND RESOURCES;)

) PROBLENMS OF PRDTECTION OF REAL FINANCIAL ASSETS Of
CAPITAL SURPLUS DEVELOPING COUNTRIES.)

19.  IMPACT OF INFLATION On ECONOMIC GROWTM AND DEVELOP-
mNT.

20.  (INTERNATIONAL ASS)STANCE FOR NATIOMAL OEMOGRAPHIC



- e U.S. POLICY RE
"GLOBAL NEGOTIATIONS"
AND
DEVELOPMENT

This formulation is in two parts:

(1)

A.

(1)

a question and answer re the procedural issues raised
by the phrase "Global Negotiations"; and

(II) a summary of substantive themes and initiatives that

Q.

comprise the Reagan administration's approach to
development.

& A. RE "GLOBAL NEGOTIATIONS"

The Ottawa Summit Declaration committed the summit members
to "participate in preparations for a mutually acceptable
process of global negotiations in circumstances offering

the prospect of meaningful progress." The co-chairmen's
press statement following the Cancun Ministerial Preparatory
Meeting (in which the U.S. partxcxpated) stated that a
purpose of the Cancun Summit is to "facilitate global
negotiations.” 1Is the U.S. now willing to return to the
U.N. preparatory disucssions on global negotiations?

(1)

(2)

The United States strongly favors the development of
a cooperative strategy for global growth. We believe
that experience -~ including our own development
experience -- confirms the importance of:

(a) opening up markets, both within individual
countries and among countries;

(b) improving the climate for private investment,
and the transfer of technology that comes
with such investment;

(c) orienting assistance toward the development of
self-sustaining productive capacities;

(d) tailoring particular development strategies
to the specific needs and potent1a1 of
individual countries and regions; and

(e)

AW MAMWMG A Wil WUUGAL VYT Wi CUMLTH LAVUD LUSLULLVGL ucall,

With this general framework as our guide, we are
prepared to examine the specific needs and potential
of particular countries and regions -- while at the
same time we examine how a common effort might best
overcome identified obstacles and promote desired
development.

Wawers
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(3)

(4)

(5)

-2~

We have said that we would be willing to "participate
in preparations for a mutually acceptable process of
global negotiations in circumstances offering the
prospect of meaningful progress. (Note emphasis.)
We do not believe that Global Negotiations as
contemplated and defined in U.N. Res. 34/138
(December 1979) would offer the prospect of meaningful
grogress. The agenda is at once too general and too
ar-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. Res. 34/138.

On the other hand, we are now, and would continue to be,
happy to participate in talks with individual countries,
with regional groups, with other interested parties --
and even with all countries simultaneously --

provided that:

(a) 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;

(b) the talks must proceed on a basis that would
respect and preserve the competence, functions,
powers, voting arrangements, and charters of
the specialized international institutions --
and not seek to create new international
institutions;

(c) 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) ; and

(d) must be i a :ive
_ it ratr : than 1l one.

We believe these conditions provide the only basis

on which practical progress can be made. Preparatory

talks conducted on the basis of U.N. Res. 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.
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II. SUBSTANTIVE ELEMENTS OF U.S. DEVELOPMENT POLICY FOR CANCUN
Long-term, non-inflationary growth depends upon:

a) adoption of.appropriate domestic policies
by developed and developing countries,

b) mobilization of internal (private sector)
resources,

c) recognition that external resources generated
by trade and investment are more important
than development assistance.

Emphasis must shift from "resource transfer" proposals which
have characterized the dialogue with developing countries to

"re osurce generation" measures. Our approach requires an
integrated policy approach across economic sectors, specifically,
investment, trade, agriculture and energy.

INVESTMENT

It is essential to create an overall economic and political
environment conducive to both domestic and foreign investors.

Proposals

1. Increase co-financing and other private financing
with the multilateral development banks.

2. Enhance the International Finance Corporation
activities -- the IFC fosters private sector
debt and equity financing of investments in
the developing countries. Its program is
increasing in both size and diversity. The
bulk of the IFC projects (about $3.3 billion)
are privately financed in the LDCs from domestlc
and external sources.

(3:) Multilateral investment insurance guarantees
should be arranged through an "International
Investment Insurance Agency" (within the
framework of the IBRD).

countries to harmonize investment éolicies and
negotiate mutually beneficial improvements.

(§> Tax measures -- An effort will be made to identify
tax measures which might increase market-oriented
investment from both external and domestic sources
in the LDCs.




CANCUN TRADE OPTIONS

The U.S. is committed to an open world trading system which
will provide all countries an opportunity to strengthen and
diversify their economies.

Proposals
1. Establish strong safeguard actions for the LDCs.

2. Encourage further trade liberalization, especially
with the advanced developing countries -- use GATT.

3. Launch extensive rounds of consultations with all
countries, including developing countries, in /
preparation for the GATT ministerial. @ALQX¥#”

4., Announce that the U.S. will support extension’of
the generalized system of preferences (GSP) beyond
its scheduled termination date of 1985.

AGRICULTURE

Emphasis will be on the importance of market-oriented policies,
fostering greater reliance on markets and entrepreneurship.

It is expected that this approach will create rising agricultural
productivity, self-sustaining capacity for research and innovation,
and stimulation of employment-creating entrepreneurship in rural
areas.

Proposals

l. Encourage LDC economic policies which: (a) reduce
or eliminate subsidies to food consumers; and
(b) provide adequate and stable price incentives
to the agricultural sector to increase production.

2. Emphasize innovative joint research and development
activities undertaken through U.S. and LDC institutions.

3. Encourage rural credit, improved storage and
distribution facilities, and roads to facilitate
7 1.

4., 1Insist that recipient countries adopt a market-
oriented agriculture policy, which -permits prices
to find their own levels without production or
consumption subsidies.




ENERGY

The U.S. will increase funding for energy-related activities in
the years ahead, with emphasis on a mix of public and private
efforts and the mobilization of LDC resources.

Proposals

1. U.S. bilateral assistance program in energy must
stress technical assistance rather than resource
transfers. The U.S. will support energy lending
by multilateral institutions provided projects
are economically viable. Such lending should
accelerate LDC energy development by encouraging
private investment in energy development.

(Note: U.S. opposed to new Energy Affiliate.)

2. Greater private sector support will be sought in
the energy area.

3. The U.S. will support selected elements of the
program of action of the U.N. Conference on New
and Renewable Resources of Energy.

4. Intensified energy training programs for technicians
from developing countries will be considered.

NOTE: The foregoing proposals are elaborated upon in a set
of papers developed through the Cabinet Council on
Economic Affairs. In addition to detailed papers on
the above, there are also papers which elaborate upon
contributions already made by the U.S5. =-- to be inter-
woven as appropriate.




October 7, 1981

Q's and 2'= _for ~'2bal Negotiations Options

General Questions:

Q. Didn't the Ottawa Summit Communique commit the United
States to Global Negotiations?

A. No, the Ottawa Summit Communique commits us to some process
of addressing the problems of developing countries.

If the President were to be drawn into further
questioning on the Communique he should say:

The Ottawa Summit Communique "reaffirmed" our willingness to
explore all avenues of consultation and cooperation with developing
countries in whatever forums may be appropriate" .... using a
"mutually acceptable process" and "in circumstances offering

the prospect of meaningful progress."

We think that such a dialogue can yield the most meaningful
results if it is conducted in the specialized institutions

that have the experience and expertise to deal with international
economic issues in concrete terms.

Q. What is the purpose of the United States attending Cancun
if it is opposed to Global Negotiations?

A. The purpose of the United States' participation in the
Cancun Summit is to engage in a dialogue with the Heads of
State of developed and developing countries to seek solutions
to the problems of economic growth.

Q. You have said that the United States is committed

to encouraging the development process in LDCs yet at

the same time the United States offers the least amount
of foreign aid in relation to GNP to these countries
compared with any other industrial country attending this
conference.

A. The United States is proud of its record on international
economic development and contrary to what you've said, has
traditionally shouldered the largest worldwide responsibility

on behalf of development. For thirtv-five years. the American
peop. have 4 7 :rated a ¢ l Lstent . 1t to
alleviating global poverty. In addition to providing more than
$130 billion in grants and loans for economic assistance from
the government, the American people have been the most generous
contributors to private sources of assistance to the Third World.
Moreover, U.S. firms currently have more than $50 billion in
direct investment in developing countries. This investment not
only 1 rides substantial financial resources to the economies
but al imparts tec._10logi 11, administrative and 1 ; arial
resources that are essential to the development process. Also,



U.S. private financial institutions have been instrumental in
recycling petrodollars to the oil-importing countries at a
time when other institutions and nations were unwilling to
assume the risk of such intermediation. U.S. capital markets
and markets for imports are the most open in the world. The
U.S. absorbs approximately one-half of all the manufactured
exports of developing countries although we account for only
about one-fourth of the world's GNP. Without this enormous
outlet for their debt and merchandise, developing countries
would never have made the substantial progress that they have
achieved since World War II. Finally, the United States has
been at the forefront of establishing and improving the
international institutions that have provided very substantial,
tangible economic benefits to the developing countries. The
IMF, GATT and the multilateral development banks all have been
launched, strengthened and adapted to changing circumstances
with the financial, intellectual and political support of the
United States.

Questions for Option One

Q. Why is the U.S. opposed to Global Negotiations at the
U.N.? 1Is it afraid to discuss these issues in a forum where
it may not be able to control the results?

A. The United States believes that constructive progress

on matters of development has been made and will continue to

be made in specialized institutions such as the GATT, the IMF

and the IBRD. The UN General Assembly does not have the economic
expertise to make substantive trade and monetary decisions. The
international institutions, however, can achieve concrete results ar
provide the besgt means of spurring economic development.

Q. What alternative can the U.S. offer to Global Negotiations
which can be viewed as a good faith effort to continue the
North~-South dialogue?

A. The United States has always actively participated in
international efforts designed to encourage real economic
growth in developing countries. This will continue. With
respect to trade, next year's GATT Ministerial offers an

v

Syl call yesLe auuLc! 2

the next decade. Developing countries play a large and growing
role in international trade flows and we expect, and encourage
them, to play a major role in the preparations for the GATT
Ministerial.

At the same time the international financial institutions offer
developed and developing countries enumerable ways to explore
further how development can be encouraged on a global basis.

The United States recently has been reviewing several proposals
that we hope will be developed in these institutions which should
increase the flow of private capital to developing countries and
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thereby increase their economic growth potentials. Specifically,
we would like to suggest that an International Investment Insurance
Agency be set up in the framework of the World Bank or the
International Finance Corporation. This Agency would encourage
greatly expanded capital flows to developing countries by insuring
against expropriation.

We feel that multilateral development institutions likewise can
play an important role as catalysts in generating greater private
investment in LDCs through co-financing programs with commerical
banks. The United States actively supports a substantial increase
in the level of private co-financing activities of the World Bank
and the IFC and is anxious to discuss with developed and developing
country members of those institutions how this can best be done.

Q. You have repeatedly said that the international specialized
agencies provide the appropriate forums for discussing and solving
the problems of development. Yet all countries, and this is
expecially true for developing countries, are not even members of
these institutions. For instance, you have proposed that a GATT
Ministerial be held next year, yet nearly a third of the LDC
Cancun participants are not GATT members -- including the host
country. How can such an institution fairly represent the concerns
of all trading nations?

A. The GATT has provided the framework around which international
trade has grown from $75 billion to over $1 billion in the past

30 years. The GATT has provided great stability for the interna-
tional trading and has protected the free flow of goods and
services through numerous international economic crises during this
time. One hundred and fourteen countries, accounting for 85 percent
of world trade, are GATT members. The GATT lays down the agreed
upon rules for the fair conduct of world trade is the only body
which has the mandate to undertake multilateral trade negotiations.
I would think that all countries would want to be a part of this
system and actively engage in shaping the global trading system of
the 1980's.

Questions for Option Two

Q. We understand that the United States is willing to participate
in Global Negotiations if certain conditions are met. Yet it seems
to me that these conditions make real progress in Global Negotia-

A. We feel that if Global Negotiations are going to contribute
effectively to the development process, the great resources of the
United Nations need to be channelled. All our economies currently
are under great stress and none can afford a waste in resources.
Likewise, the international institutions which represent us

glot lly cannot afford to waste resources through a duplication of
efforts. We are simply suggesting that Global Negotiations focus
on identifying the conditions for accelerating international
economic growth and that the competence and jurisdiction of the
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specialized agencies be respected.

Q. How does this situation differ from the one of last year
when after lengthy negotiations Global Negotiations failed to
get off the ground?

A, Perhaps we expected too much from the process last year.
Perhaps the various agendas under review were too overwhelming
to manage. We are suggesting that this year we be more modest
in our expectations and planning which will allow us to expect
more meaningful results.

Questions for Option Three

Q. How does the establishment of the Cancun follow up group
affect the future of Global Negotiations?

A, The work of the follow up group should provide excellent
background for our discussions at a later date on the future
of Global Negotiations. The follow up group, because it is
small and representative, should be able to focus more quickly
on the solutions to the problems that face today's development
process.

Q. The idea behind Global Negotiations was to discuss

global economic issues -- that is, all economic issues -- in

a global setting -- that is, one that provided for the participa-
tion of all countries. The Cancun follow up group does not
represent all countries and neither do the specialized agencies
which the follow up group is to work with. Therefore, are we not
establishing a yet more complicated structure that will still not
fairly address the concerns of each country represented at the
United Nations?

A. I think we have to ask ourselves seriously if such a large
body as the U.N. General Assembly can even clearly identify, much
less solve, the economic problems we all currently face. The
Cancun participants would like to suggest to their neighbors and
trading partners worldwide that we give this follow up group a
chance to work quickly and closely to pin point the road blocks
which are stalling development in all countries. We think that
this arouo. drawina on the established expertise and resources of
r r Al

B to spur development, but also car lly

encourage the specialized agencies to do it.

Q. Why can the Cancun follow up group establish a Work Program
for the specialized agencies when the U.N. General Assembly is
denied this right?

A. To the extent that the Cancun group has a common understanding
of the problems of development, we would like to build on this
understanding rather than delay resolution of the problems of
development because of lack of consensus in the UNGA in New York.



We also believe that this smaller group is better prepared by
virtue of its size to act with the urgency that resolution of
these problems regquires.




Global Negotiations

Issue:

Should the United States participate in Global Negotiations?

Background:

Global Negotiations is the current vehicle by which the
Group of 77 (G-77) is seeking to effect its restructuring of
the international economic system. The G-77's agenda for
restructuring the system was defined in the UN General Assembly's
Program of Action on the Establishment of a New International
Economic Order (NIEO), which was adopted by the Sixth Special
Session of the UNGA in May 1974. Since 1974, the LDCs have
elaborated on the NIEO in ways that make it even more incompatible
with U.S. economic interests. Among the major elements of the
G-77 agenda on trade and payments are:

- non-reciprocal dismantling of developed countries'
tariffs and non-tariff barriers affecting LDCs;

- permanent preferential access for LDC exports to
developed country markets;

- preservation of the purchasing power of LDCs' primary
commodity exports;

- redeployment of labor-intensive industries from the
developed countries to the developing countries;

- time-bound targets for levels of development assistance,
well above levels currently provided by the United States;

- creation of additional international liquidity (SDRs)
linked to development financing;

- renegotation of LDC debt with a view to concluding
agreements on debt cancellation, moratoria or rescheduling;

- substantially increased role for developing countries in
the decisionmaking of the international financial
institutior and tt GATT.

Following the Sixth Special Session, the Group of 77 tried
to implement its agenda through the existing international
fora for North/South discussions (e.g., UNCTAD, UNIDO). They have
had limited success in these efforts because the UN fora don't
have the authority or the financial resources to implement their
recommendations on economic matters. Accordingly, the LDCs



attempted to obtain commitments to implement the agenda directly
from major developed countries in the Conference on International
Economic Cooperation (CIEC), which met in Paris between 1975 and
1977. CIEC evolved from the developed countries' desire to discuss
with OPEC the effects of o0il price increases upon the global
economy; OPEC successfully coopted the non-OPEC LDCs by insisting
that CIEC deal with a much broader range of international economic
issues. The Conference essentially ended in a stalemate.

Subsequently, the Group of 77 adopted the strategy of moving
the North/South discussions into a political forum in which the
developing countries could command a majority of votes. The UN
General Assembly was their preferred forum, and Global Negotiations
was the vehicle for getting the discussions into the General
Assembly. The LDCs' objective is to obtain developed countries'
agreement to a set of UN resolutions that can be construed as
requiring all countries to implement specific NIEO "reforms" in
the GATT, the international financial institutions and the
developed countries' respective policies. Last year, the United
States, West Germany, and the U.K. refused to accept the terms
on which the other developed countries and the Group of 77 were
prepared to launch Global Negotiations. Our concern, which in
fact is shared by most developed countries, is that Global
Negotiations as envisioned by the Group of 77 will damage the
GATT, the IMF and the IBRD by imposing upon them a degree of
outside supervision from a highly politicized body that does
not share our view of what promotes world economic growth and
efficiency.

gn'l- H r\r-l—s- B
I. Decline Further Participation in Global Negotiations
PRO: - Saying "no" now would be an honest statement of

the U.S. perception of its economic interest and
that of the global system. The most important
contribution developed countries can make in
spurring economic development is to restore
adequate economic growth domestically. A strong
international economy coupled with realistic
economic policies in developing countries is the
key to sustained growth in the Third World. Global
Negotiations provides a rhetorical mask for

1

- All previous North/South "dialogues" have failed
to achieve results and there is no reason to think
this effort will turn out any differently. 1In
fact, given the severe economic difficulties
currently faced by nearly all countries, prospects
for failure are quite high. This is especially
true since LDCs consider success to equal direct
resource transfers.



II.

-3 -

This position tracks U.S. domestic as well as
international economic policy as enunciated by
Administration officials, including the President,
during the past nine months. The U.S. would be
presenting a firm, economically sound approach

to development which offers a vivid contrast to
our past efforts in this regard.

Without U.S. participation, Global Negotiations
could not be launched effectively; this would
remove the threat to the specialized agencies
from a UNGA attempt to supervise the work of
those institutions.

There is less unity among developed countries in
their views of North-South issues than has been
the case previously. This would increase the
chances of an unacceptable outcome from Global
Negotiations.

The United States will be portrayed by developing
countries and by many developed countries (includin
several that share our concerns) as being unrespons
to the plight of the developing world.

There may be some negative impact in the short-
run on our relations with individual developing
countries (e.g., Mexico, India, . Pakistan).

A "no" on Global Negotiations would require

us to be more forthcoming on LDC issues within
the GATT, IMF and IBRD in the coming yvear if

we wished to salvage our credibility as the
leader of the global economy. This could involve
some real economic concessions that would affect
trade and financial flows.

Agree to Participate in Global Negotiations with an Agenda

Agreement which would Allow the Specialized Agencies to

Ultimately Conduct the Negotiations in Their Own Areas With-

PRO: -

We would avoid condemnation for simply refusing
to participate further in Global Negotiations.

The agenda would be set by institutions in which
the U.S. and other developed countries have much
more control.

The developing countries might intensify their
participation in the specialized institutions in
order to affect the agenda.



The Group of 77 is not likely to agree to have

the agenda set outside the central body. Universal
participation in the establishment of an integrated
agenda is fundamental to the Global Negotiations
idea.

If the venue of Global Negotiations is the UNGA,
that body can interpret broadly the agendas submitte
to it and thereby achieve essentially the same
results as if the agenda had been negotiated in

the General Assembly itself.

ITTI. Conduct Global Negotiations in the Specialized Institutions

PRO: -

IV. Proceed

This would be seen by developing countries as
less unresponsive than refusal to participate.

The negotiations would occur in the institutions
that have the expertise to deal with economic issues
at the appropriate level of detail and concreteness.

The negotiations would occur in institutions in
which the U.S. and other developed countries
have much more control.

This approach would remove the immediate danger
of UNGA intervention in these institutions'
operations.

There is a danger of UNCTADization of the specialize
institutions if participation included non-members
of the respective institutions. This would be a
particular problem for the GATT.

This approach probably would not be acceptable to th
IDCs because it would undermine their objectives

of universal participation and negotiation of

issues in an integrated fashion in an essentially
political context.

The U.S. would be portrayed as backing away from
previous acceptance of the concept of Global
Negotiations, which was implicit in our participatio
in negotiations to date.

with Preparations for Global Negotiations

PRO: -

The Administration would appear to be more
responsive to the developing countries than under
any of the previous options.



CON: -
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There would be a positive impact in the short-run
on our relations with several important LDCs
(e.g., Mexico)}.

We would have to fight repeatedly the battle of
protecting the specialized institutions, but

the issue would be clouded in each instance because
it would be intertwined with individual trade or
financial issues. Under these circumstances,

it would be very difficult to garner support

from other developed countries for a tough stand

on the specialized institutions' integrity.

There is no guarantee that ultimately we can

reach agreement with the Group of 77 on procedures
and agenda, in which case we'd be portrayed as renec
on this Administration's commitment to Global
Negotiations rather than the previous administratior
commitment.

g
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Issue:

Global Negotiations

Should the United States participate in Global Negotiations?

Background:

Global Negotiations is the current vehicle by which the
Group of 77 (G=77) is seeking to effect its restructuring of
the international economic system. The G-77's agenda for
restructuring the system was defined in the UN General Assembly's
Program of Action on the Establishment of a New International
Economic Order (NIEO), which was adopted by the Sixth Special
Session of the UNGA in May 1974. Since 1974, the LDCs have
elaborated on the NIEO in ways that make it even more incompatible
with U.S. economic interests. Among the major elements of the
G-77 agenda on trade and payments are:

non-reciprocal dismantling of developed countries'
tariffs and non-tariff barriers affecting LDCs;

permanent preferential access for LDC exports to
developed country markets;

preservation of the purchasing power of LDCs' primary
commodity exports;

redeployment of labor-intensive industries from the
developed countries to the developing countries;

time~bound targets for levels of development assistance,
well above levels currently provided by the United States:

creation of additional international liquidity (SDRs)
linked to development financing;

renegotation of LDC debt with a view to concluding
agreements on debt cancellation, moratoria or rescheduling;

substantially increased role for developing countries in
the de naking of the international financial
kit and the GATT.

Follow: 3 the S: :h Special Session, the Group of 77 tried
to implement its agenda through the existing international
fora for North/South discussions (e.g., UNCTAD, UNIDO). T! 7 have

had

tted success in these efforts because the UN fora don't

have the authority or the financial resources to implement their
recommendations on economic matters. Accordingly, the LDCs



attempted to obtain commitments to implement the agenda directly
from major developed countries in the Conference on International
Economic Cooperation (CIEC), which met in Paris between 1975 and
1977. CIEC evolved from the developed countries' desire to discuss
with OPEC the effects of o0il price increases upon the global
economy; OPEC successfully coopted the non-OPEC LDCs by insisting
that CIEC deal with a much broader range of international economic
issues. The Conference essentially ended in a stalemate.

Subsequently, the Group of 77 adopted the strategy of moving
the North/South discussions into a political forum in which the
developing countries could command a majority of votes. The UN
General Assembly was their preferred forum, and Global Negotiations
was the vehicle for getting the discussions into the General
Assembly. The LDCs' objective is to obtain developed countries'
agreement to a set of UN resolutions that can be construed as
requiring all countries to implement specific NIEO "reforms" in
the GATT, the international financial institutions and the
developed countries' respective policies. Last year, the United
States, West Germany, and the U.K. refused to accept the terms
on which the other developed countries and the Group of 77 were
prepared to launch Global Negotiations. Our concern, which in
fact is shared by most developed countries, is that Global
Negotiations as envisioned by the Group of 77 will damage the
GATT, the IMF and the IBRD by imposing upon them a degree of
outside superv15ion from a highly politicized body that does
not share our view of what promotes world economic growth and
efficiency.

OEtidns

I. Decline Further Participa*‘on in Global Negotiations

PRO: - Saying "no" now would be an honest statement of
the U.S. perception of its economic interest and
that of the global system. The most important
contribution developed countries can make in
spurring economic development is to restore
adequate economic growth demesticall A strong
international economy coupieu With reallstlc
economic policies in developlng countries is the
key to sustained growth in the Third World. Global
Negotiations provides a rhetorical mask for
de g yant: to hié 3 7
ic 11s fact.

- All previous North/South "dialogues" have failed
to achieve results and there is no reason to think
this effort will turn out any differently. 1In
fact, given the severe economic difficulties
currently faced by nearly all countries, prospects
for failure are guite high. This is especially
true since LDCs consider success to equal direct
resource transfers. »
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- This position tracks U.S. domestic as well as
international economic policy as enunciated by
Administration officials, including the President,
during the past nine months. The U.S. would be
presenting a firm, economically sound approach
to development which offers a vivid contrast to
our past efforts in this regard..

- Without U.S. participation, Global Negotiations
could not be launched effectively; this would
remove the threat to the specialized agencies
from a UNGA attempt to supervise the work of
those institutions.

- There is less unity among developed countries in
their views of North-South i1ssues than has been
the case previously. This would increase the
chances of an unacceptable outcome from Global
Negotiations.

CON: - The United States will be portrayed by developing
countries and by many developed countries (including
several that share our concerns) as being unrespo sj3ive
to the plight of the developing world.

- There may be some negative impact in the short-
run on our relations with individual developing
countries (e.g., Mexico, India,.Pakistan).

- A "no" on Global Negotiations would require

. us to be more forthcoming on LDC issues within
the GATT, IMF and IBRD in the coming year if
we wished to salvage our credibility as the
leader of the global economy. This could involve
some real economic concessions that would affect
trade and financial flows.

Agree to Participate in Global Negotiations with an Agenda
Agreement which would Allow the Specialized Agencies to
TTT deasmmdemler MmavmAirmd dha AlAa~mads mda s~ in Their own Areas With-

PRO: - We would avoid condemn: (0 <£for simply refusing
to participate further in Global Negotiations.

- The agenda would be set by institutions in which
the U.S. and other develc: 1 countries have much
more control.

- The developing countries Lght intensify their
participation in the specialized institutions in
order to affect the agenda.



The Group of 77 is not likely to agree to have

the agenda set outside the central body. Universal
participation in the establishment of an integrated
agenda is fundamental to the Global Negotiations
idea.

If the venue of Global Negotiations is the UNGA,

that body can interpret broadly .the agendas submitted
to it and thereby achieve essentially the same
results as if the agenda had been negotiated in

the General Assembly itself.

ITI. Conduct Global Negotiations in the Specialized Institutions

?RO: -

This would be seen by developing countries as
less unresponsive than refusal to participate.

The negotiations would occur in the institutions
that have the expertise to deal with economic issues
at the appropriate level of detail and concreteness.

The negotiations would occur in institutions in
which the U.S. and other developed countries
have much more control.

This approach would remove the immediate danger
of UNGA intervention in these institutions'
operations.

There is a 'danger of UNCTADization of the specialized
institutions if participation included non-members

of the respective institutions. This would be a
particular problem for the GATT.

This approach probably would not be acceptable to the
LDCs because it would undermine their objectives

of universal participation and negotiation of

issues in an integrated fashion in an essentially
political context.

The U.S. would be portrayed as backing away from
previous acceptance of the concept of Global
Negotiations, which was implicit in our participation
in negotiations to date.

IV. Proceed with Preparations for Globa tiations

PRO: -

The Administration would appear to be more
responsive to the developing countries than under
any of the previous options.
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There would be a positive impact in the short-run
on our relations with several important LDCs
(e.g., Mexico).

We would have to fight repeatedly the battle of
protecting the specialized institutions, but

the issue would be clouded in each instance because
it would be intertwined with individual trade or
financial issues. Under these circumstances,

it would be very difficult to garner support

from other developed countries for a tough stand

on the specialized institutions' integrity.

There is no guarantee that ultimately we can

reach agreement with the Group of 77 on procedures
and agenda, in which case we'd be portraye as rene
on this Administration's commitment to Global
Negotiations rather than the previous administratio:
commitment.
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