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DEPARTMENT OF STATE 

BRIEFING PAPER 

IMPLICATIONS OF THE PRESIDENT'S ECONOMIC RECOVERY PROGRAM 
FOR DEVELOPING COUNTRIES 

Aspects the President is Likely to Raise 

The President may want to stress that a strong, growing, 
non-inflationary U~S. economy is the most significant contribution 
the U.S. can make towards economic development of the developing 
countries. On interest rates, he may point out that our policies 
are designed to lead to lower U.S. interest rates by reducing the 
inflation premiums that are currently embedded in them. 

Background 

For developing countries, the importance of the Economic 
Recovery Program derives from its premise that healthy 
economic development can only occur in an environment of 
strong, non-inflationary growth in the developed count~ies, 
above all in the United States. Economic policy in the individual 
developing countries is the principal determinant of their own 
economic progress. High levels of growth in developing countries 
in many cases are correlated with a progressive private sector. 
Offic~al development assistance is a relatively minor element. 

There are a number of important implications of the 
Economic Recovery Program for developing countries. 

Strong, non-inflationary growth in the United States 
will be associated with a substantial increase in 
the demand for developing countries' primary and 
manufactured exports. 

A healthy U.S. economy will defuse much of the 
current protectionist sentiment in the U.S. by 
providing employment and investment opportun
ities in expanding industries. 

Since budget restraint, evenly applied, is an 
essential feature of the Program, assistance to 
developing countries cannot be singled out for 
favored treatment. My Administration's budget 
request to the Congress is 16 per cent higher than 
the amount of funds appropriated last year. 

High interest rates do pose a particular, if tempor
ary, problem for some developing country borrowers. 
As inflation moderates in the U.S., interest rates 
will also decline. We will continue to support the 
IMF's programs which can contribute to the alleviation 
of this problem. 

July 27, 1981 
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DEPARTMENT OF STATE 

BRIEFING P~PER 

TRADE 

Aspects the President is Likely to Raise 

The President will probably try to convince the other 
Summit participants that we see trade as a global issue and 
reaffirm the Ottawa Summit declaration's commitment to "maintaining 
liberal trade policies and to the effective operation of an open 
multilateral trading system as embodied in the General Agreement on 
Tariffs and Trade." GATT is the forum in which to make progress on 
trade issues. The tremendous increase in trade from developing 
countries in the past decade -- far exceeding the growth in 
industrial country exports -- is evidence that the international 
trading system is dynamic. Full and active participation in the 
GATT by as many countries as possible can continue to achieve 
results. • 

Background 

Developing country demands in the trade area focus on market 
access, protectionism, structural adjustment, terms of trade, and 
special preferences. Their stated goal is the ultimate removal of 
all barriers to their exports by the industrial countries. In the 
area of structural adjustment they want the industrial countries to 
phase out production in noncompetitive sectors, transferring this 
production and jobs to the developing countries. In 1979, the U.S. 
market absorbed more than half of all imports of manufactures by 
OECD count~ies from the developing countries. 

The U.S. recognizes that trade plays a vital role in develop
ment. For many developing countries, exports are the prime source 
of foreign exchange needed for investment and development and 
are vital to finance imports of food and other basic necessities. 
Both imports and exports provide the developing countries with 
opportunities to diversify their economies. 

The U.S. is committed to maintain open markets and to 
strengthening the multilateral trading system as embodied in the 
GATT. We will continue to resist protectionist pressures. The 
U.S. will also facilitate economic adjustment in our economy through 
restoration of strong non-inflationary growth and by permitting 
market forces to operate. In our view, adjustment does not lend 
itself to international negotiation and planning. It is a result of 
market forces. Therefore we have resisted demands for deliberate 
redeployment of industries from developed to industrial countries. 

July 27, 1.981 
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DEPARTMENT OF STATE 

BRIEFING PAPER 

FINANCE 

Aspects Which the President is Likely to Raise 

The President is likely to emphasize the benefits of the 
existing open international trade and financial system, the crucial 
role of the private sector and how development of the developing 
countries can best be assured by their maintaining sound national 
economic policies in a sound international economy. The United 
States recognizes that a strong U.S. economy is a basic prerequisite 
to a healthy international one and is determined to pursue domestic 
policies which will ensure this. The United States, within budgetary 
constraints, will continue to provide concessional assistance to 
needy countries. 

Background 

Foreign Assistance. The developing countries, joined by the 
most generous donor countries, want increases in aid from others, 
especially the U.S. Many countries (not the U.S.) support an aid 
target of 0.7 per cent of the GNP of each donor. The average for 
OECD countries is 0.35 per cent; the U.S. provides 0.2 per cent. 
The U.S. bas, in the past, accepted general commitments to increase 
aid. U.S. aid in nominal terms will increase in coming years, but 
not enough to satisfy critics. We recognize aid is important, 
especially in the poorer countries, and we will focus our aid on 
critical developing constraints -- food production, energy and 
population. In the overall development process, however, trade, 
investment and_ capital flows play a much more significant role. 

Non-Concessional Flows. World Bank lending, foreign investment 
and private capital flows (banks, bond markets) dwarf aid in dollar 
terms. The U.S. performance in this area is good. Our capital 
markets are more open than others and U.S. banks are heavily involved 
in loans to developing countries. The U.S. has also provided more 
than 20 per cent of the World Bank's capital. The Development 
Committee of the IMF/IBRD has a task force on non-concessional flows 
chaired by a Bank of Mexico official. This group, with its technical 
expertise, is the appropriate place to discuss non-concessional flows. 

Debt. Developing countries have tried to make debt a resource 
transfer issue. We consider it strictly a financial management 
question. The external indebtedness of non-oil developing countries 
rose to $370 billion in 1981 from $97 billion in 1973. As a per 
cent of export earnings, it changed little in the same period --
from 89.3 per cent to 93.4 per cent. Developing country debt 
adjusted for inflation has not increased substantially. The IMF 
concludes there is no generalized debt crisis. Individual developing 
countries may have problems servicing their external debt. However, 
assuming sensible adjustment policies, sufficient external financing 
should be available for debt service and reasonable economic growth. 
Where rescheduling becomes necessary, it will be done in the framework 
of a multilateral creditor club. 

July 27, 1981 
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DEPARTMENT OF STATE 

BRIEFING PAPER 

FOOD AND AGRICULTURE 

Aspects the President is Likely to Raise 

The President is likely to raise the continuing strong 
leadership role of the U.S. in addressing the elements of world food 
security: Agricultural development assistance to increase developing 
country food production, food aid, and grain reserve policies. The 
President will also wish to stress that food and agriculture policies 
and programs of the developing countries themselves are more important 
than external aid. If others, as is likely, raise the proposed new 
International Wheat Agreement based on internationally-coordinated 
grain reserves, the President should respond that the U.S. would 
consider other proposals based on market-oriented national reserve 
systems. · 

Background 

The developing countries represented at Cancun will likely seek 
higher external assistance to meet emergency food needs and to 
accelerate domestic food production. The U.S. record is strong in 
each area of world food security (the assurance of adequate food 
supplies for the world's population): 

Agricultural Development Assistance and Food Aid. The U.S. 
is the largest bilateral donor of agricultural development assistance, 
contributes significant amounts through the multilateral development 
banks, and is the largest food aid donor. We will continue this 
strong commitment. Moreover, the U.S. will mobilize the expertise 
and resources of its university community and private sector to 
maximize the effectiveness of its aid. 

Increasing Developing Countries Food Production. The most 
important element of food security is increasing developing country 
food production. From 1971-80, developing country per capita food 
production increased only an average of 1 per cent per annum. U.S. 
assistance, bilateral and multilateral, is mostly directed towards 
agricultural institutions and training to develop and apply improved 
technology. The developing countries should also increase their 
investment in agriculture and provide price incentives and access to 
resources for farmers and a larger role for the private sector in 
food distribution and processing. 

Grain Reserve Policies. At the most recent International 
Wheat Council meeting, the U.S. opposed the draft proposal for a new 
agreement based upon an internationally-coordinated system. However, 
we would consider other proposals based on market-oriented national 
reserves. We believe other exporters and industrial importers 
should establish such reserves without waiting for a new International 

"-- Wheat Agreement proposal. · 

GDS 7/27/87 
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Other Related Matters. (1) The developing countries may 
condemn the use of food trade and aid as a foreign policy tool. 
(2) The U.S. has pledged 4.47 mmt to the Food Air Convention and 
$220 mm to the World Food Program. We look to OPEC to help attain 
overall food aid goals. (3) Because of domestic austerity programs, 
the U.S. was forced to decrease its share of International Fund for 
Agricultural Development (IFAD) replenishment from $229-180mm. The U.~ 
Government insists that the OPEC share of the current first replenish
ment of IFAD be at least 43 per cent. 

July 27, 1981 





DEPARTMENT OF STATE 

BRIEFING PAPER 

HUMAN AND NATURAL RESOURCES 

Aspects the President is Likely to Raise 

The President may wish to address the issues of population, 
natural resource management and human resource development. 
He may reaffirm the deep concern, as expressed in the Ottawa 
Declaration, about the implications of population growth and, 
recognizing the efforts of many developing countries to address 
the problem, encourage greater emphasis on international efforts in 
this area. He could call for recognition of environmental and 
resource management issues as a necessary and important deter-
minant of economic development in the 1980's. He may also reaffirm 
the Ottawa Declaration pledge for greater emphasis on international 
efforts to develop human resources, includi-ng technical and managerial 
capacities. · 

Background 

Pop':lation 

Historically unprecedented population growth in developing 
countries has profound implications for global peace and stability. 
There is a major linkage between population and prospects for 

'-- economic development. AID and the UN have significantly more 
requests for help than they can handle on current budgets. Additional 
funds are also needed for research in development of safer and 
better methods of contraception. 

Even allowing for continuing slowdown in the growth rate, world 
population is likely to increase from the current 4.5 billion to 
over 6 billion by the year 2000 -- a growth in only two decades 
which is almost as much as the entire world population as recently 
as 1930. Some 90 percent of this increase will occur in low-income 
countries; the proportion of industrialized countries' population in 
the world total is likely to decline from 33 perecent in 1950 to 
only 20 percent by 2000. 

While the world population situation is serious, it is not 
hopeless. Some thirty developing countries have brought birth rates 
down through concerted efforts in recent years. Further fertility 
reduction in most countries will, however, require considerably 
greater efforts in motivation and expansion of family planning 
services. Failure to intensify international and national programs, 
on an urgent basis, risks undercutting of development and security 
assistance. 

CONPIDEN"'IAI 
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Natural Resource Management 

Sustaining economic development in the 1980's will require 
nations to confront a series of natural resource management issues 
with global implications. These include particularly potential 
atmospheric and hydrospheric problems associated with acid rain, 
ozone depletion and carbon dioxide buildup; control of toxic chemicals; 
management of hazardous wastes, including nuclear; and marine oil 
pollution. The principal challenge is to control contamination in a 
manner that does not unduely retard economic growth and spreads the 
economic costs equitbly among nations. 

A second set of natural resource management issues involves: 
preventing the loss of food producing land, stemming the depletion 
of forest cover, maintaining biological diversity, and ensuring 
adquate supplies of useable water. The central challenge here is to 
ensure that short term economic development pursuits do not undercut 
the natural resource base on which economic growth depends over the 
long term. 

Both industrial and developing countries have agreed in numerous 
fora that the economic development/natural resource management 
relationsni~ deserves greater attention. The U.S. has been in the 
forefront o promoting the concept of "sustainable development." 

At Cancun, we might well be accused by developing countries of 
lacking credibility since we remain the world's largest user of 
natural resources, and the largest generator of wastes. Our response 
should continue to be that we have learned from experience that 
there is a price . to pay, and that resource degradation and environmental 
pollution exact heavy tolls on economic progress. Most important, 
the U.S. stands second to none in improving the efficiency of 
resource utilization, in controlling pollution, and in helping 
the developing countries address the environmental and natural 
resource constraints to sustainable development. 

Human Resource Development 

The U.S. should expect the LDCs to press for increased financial 
assistance, for technology transfer through increased training in 
the U.S. and closer linkages with key universities, and for greater 
assistance with the costs of local technical training -- particularly 
where the U.S. has significant economic interests. 

Training in the U.S. is expected to continue at about the 
present level of 7,000 AID-funded trainees annually. 300,000 other 
foreign students are enrolled. Collaborative linkages between the 
U.S. university community and LDC counterparts will continue, 
especially in agriculture. The U.S. must be cautious in making 
commitments on behalf of the universities. 



- 3 -

In response to any criticism over the decline in financial support 
" for basic education and for university linkages with middle-income 

countries, we can point to the role of multilateral development 
banks as the main source of capital finance and to the reimbursable 
training programs and contracted university services. If an issue of 
brain drain (immigration to the U.S. of highly educated, professionally 
trained individuals) is raised, we can point out that the students 
sponsored by AID and by their own governments almost all return, 
over 95 percent. 





DEPARTMENT OF STATE 

BRIEFING PAPER 

CARIBBEAN BASIN INITIATIVE 

Aspects the President is Likely to Raise 

The President may want to point to our Caribbean Basin 
initiative as a specific example of how regional cooperation 
can effectively deal with the problems of developing countries. 

Background 

Other countries may inquire about the status of the 
initiative. Some developing countries which are not in the 
Caribbean region may fear that our emphasis on the Caribbean 
will detract from U.S. assistance and attention to economic 
development needs in other areas. 

In response to questions about this issue at the Cancun 
Summit, we should explain: 

The Caribbean Basin initiative is the type of effort 
which can make a real impact on development, in contrast to 
sterile debates. 

~ We are developing a comprehensive and mutually rein
forcing program of trade, investment, and aid to foster bal
anced economic and social development in the Caribbean Basin. 
This initiative is not a detailed program but rather a pro
cess involving the U.S., other potential donors (both in 
Latin America and outside of the hemisphere} and potential 
recipients. Throught this process we hope to increase the 
contributions of our own system and other donor countries 
to development of this region, as well as encourage reform 
and structural adjustments within the recipient countries. 

The foreign ministers of the U.S., Canada, Mexico 
and Venezuela on July 11 in Nassau agreed to work together 
and called on other nations to join in developing an action 
plan. The four powers have begun a process of consultation 
with Basin countries and with other donors and international 
financial institutions. The four powers agreed to meet 
again at the ministerial level before and end of the year 
to review the results of the consultations. 

The four countries who met at Nassau agreed on the 
urgency of addressing the economic and social problems of 
the Caribbean. However, that does not imply that other 
countries or regions do not also have urgent needs. The 
U.S. remains committed to fostering economic and social 
development as a general principle and not exclusively 
in any particular area. 

July 27, 1981 
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INTERNATIONAL MONETARY AFFAIRS IY 

Aspects Others are Likely to Raise 
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The developing countries are continuing to press for 
negotiations in political forums to restructure the international 
monetary system. These efforts have focused on measures to expand 
official financing arrangements, including (1) the creation of 
new multilateral mechanisms to expand resource transfers to developing 
countries; (2) an easing of the conditions which the International 
Monetary Fund attaches to its temporary financing; (3) creation of 
international liquidity through substantial new SDR allocations; and 
(4) an increased LDC role in international monetary decisions linked 
to developmental criteria. They will undoubtedly press these demands 
at Cancun and seek specific commitments from industrial countries. 

Background 

Among other major industrial countries, Canada and France are --'--=----'---,,--___;_:~:...;__:,-=-.;...._-
particularly sympathetic to developing country demands. The Germans 
are also increasingly inclined to make some concessions to the 
developing countries particualrly on SDR allocations. 

\ 

~he U.S. view is that private financial markets are managing the 
burden of recycling the OPEC surplus, and financing the associated 
deficit, fairly well. In certain individual cases, where large and 
persistent deficits are perceived to reflect incorrect domestic 
policies, there have been substantial · pressures for adjustments 
of domestic monetary . and fiscal policy to reduce the deficits. 
Such adjustment pressures -- for both developing countries and 
industrial · countries -- are an indication that the international 
monetary system is functioning correctly, and giving appropriate 
signals to policy makers. 

The IMF has an important role in the recycling process, in 
promoting effective policies by borrowers and in providing needed 
balance of payments financing while those policies take effect. The 
IMF has strengthened its ability to deal with potential balance of 
payments difficulties by expanding its resources (through a 50 
percent quota increase, and arrangements to borrow from Saudi Arabia 
and other countries), and adapting its lending limits and criteria 
to current circumstance. However, the success of the IMF's efforts 
to maintain a stable monetary system depends on ensuring that the 
policy conditions associated with its financing require the economic 
adjustments needed in the borrowing countries. The U.S. therefore 
opposes efforts to weaken IMF conditionality and transform the IMF 
into a mechanism for resource transfer. Additionally, at a time 
when priority is being given to reducing inflation, we do not 
believe further liquidity creation through SOR allocation 1s necessary 
or desirable. Finally, we oppose efforts to shift the focal point 
for monetary decisions from the IMF to political bodies such as the 
United Nations. In this regard, we also are opposed to specific 
discussion of monetary issues at Cancun and will not be prepared 
to make any commitments in this area. 

July 27, 1981 
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DEPARTMENT OF STATE 

BRIEFING PAPER 

GLOBAL NEGOTIATIONS 

Aspects Others are Likely to Raise 
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Led by an agressive Algeria, a Cancun co-sponsor and one of the 
" original proponents of Global Negotiation~ (GNs) in the U.N. General 

Assembly, the developing .countries can be expected to make every 
effort to move GNs ahead at Cancun. This effort will probably receive 
the active support of most industrial countries. It is therefore 
highly unlikely that any action on our part at the Preparatory Meeting 
will keep GNs from being a major issue at the Summit. The Secretary 
should argue that Summit participants should not waste their time by 
discussing organizational issues, such as GNs, which are pending in 
other fora. To do so would detract from the unique opportunity to 
have a productive exchange of views on global economic issues. 

Background. 

The developing countries' proposal for GNs has attracted 
increasing sympathy from European countries which are more dependent 
than . the p.s. on developing countries for raw materials and markets 
and which have domestic constituencies which express concern for 
these relationships. A recent statement by the European Council 
urged that "preparations for the new round of Global Negotiations 
should be completed as soon as possible" and emphasized "the crucial 
importance of a positive impetus to be given to this effect by the 
Summit Conferences in Ottawa and Cancun." The Canadian position at 
Cancun is foreshadowed by Trudeau's actions at Ottawa where he led a 
heavily supported effort to gain U.S. endorsement of GNs. The Japanese, 
like the Europeans, are also very dependent on developing countries 
and will at least want to be seen as supportive of GNs at Cancun. 

The Ottawa declaration contains the following: "We reaffirm 
our willingness to explore all avenues of consul tat ion and coope·ration 
with developing countries in whatever forums may be appropriate. We 
are ready to participate in preparations for a mutually acceptable 
process of global negotiations in circumstances offering the prospect 
of meaningful progress." Within this context, the phrase "global 
negotiations" is used in its generic sense as evidenced by the lower 
case "g" and "n." Our joining in the declaration is not a commitment 
to GNs but rather a statement of our ongoing and general engagement 
in dialogue on global economic issues and our willingness to continue 
this dialogue in appropriate fora, in a process acceptable to all 
participants, but only when there is the prospect of meaningful 
progress. The phrase regarding appropriate fora indicates that the 
dialogue does not necessarily have to, and for us preferably 
would not, take place at the U.N. in New York. 

The Ottawa declaration, therefore, does not represent a change 
in the U.S. position on GNs. We still believe, as we told the General 
Assembly on May 5, that the issue of GNs should be deferred at least 
until the regular session of the General Assembly late this year and 
after the Cancun Summit. 

July 27, 1981 
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DEPARTMENT OF STATE 

BRIEFING PAPER 

COMMODITIES 

Aspects Others are Likely to Raise 

Some developing countries can be expected to press for addi
tional international commodity arrangements as well as otherschemes 
to improve their terms of trade in today's depressed marketplace. As 
there are few market stabilization agreements in place, however, some 
countries may shift emphasis to expanding export earnings stabiliza
tion schemes, increased developing country processing of raw materials, 
or other measures such as market development and research. 

Background 

Seven developing countries at Cancun -- Bangladesh, Brazil, Guyana, 
India, Ivory Coast, Nigeria, and Tanzania -- are heavily tlependent 
on the export of primary commodities. Most participants, regardless 
of level of development, are likely to view the consequences of low 
commodity prices as a serious problem facing the developing world. 
The U.S. should not raise commodity issues, as our ~osition may be 
more effectively presented as a response to developing country calls 
for action. 

The Integrated Program for Commodities (IPC), proposed by the 
developing countries and adopted by UNCTAD IV in 1976. at Nairobi, 
attempted to treat international commodity problems in a comprehensive 
way. At UNCTAD IV, the developed and developing countries agreed to 
discuss the buffer stocking and common fund portions of the IPC. 
Subsequent negot·iations have narrowed the list of the 18 UNCTAD 
commodities, theoretically suitable for international market stabili
zation agreements, to tin, natural rubber, cocoa, sugar, coffee, and 
perhaps, copper. Most countries have rejected a price stabilizing 
agreement for copper, in part because it is too expensive: the U.S 
has made it known that in its view market stabilization agreements 
for the remaining 12 commodities are not technically feasible. 

The U.S. Government, along with the World Bank, the IMF, and 
private analysts, believe that as OECD growth recovers in 1982, 
commodity prices and developing countries export earnings in real 
terms will also revive. The U.S. is generally opposed to arrangements 
which interfere with the workings of the market. However, we are 
willing to consider proposals for international commodity market 
stabilization arrangements on a case-by-case basis. These arrangements 
must be economically efficient, market oriented, balanced between 
producer and consumer interests, and politically desirable. Such an 
approach can further our mutual interests with Cancun participants. 
Our preferred approach is to take steps to enhance a country's 
overall foreign exchange earnings rather than the price or earnings 
of any one commodity or group of commodities. To this end, we 
encourage and support liberal trading system, and free flow of 
investment, and non-inflationary growth in the industrial and 
developing countries. 

July 27, 1979 
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Minister of Foreign Affairs 

Hans-Dietrich GENSOIER 
Minister of Foreign Affairs 

·Rashleigh Esmond JACKSCN 
Minister of Foreign Affairs 

P.V. Narasimha RAO 
Minister of External Affairs 

Sfrneon AKE 
Minister of Foreign Affairs 

Sonoda SUNAO 
Minister of Foreign Affairs 

Amb. Claude Taloot CHARI.AND 
Ambassador to Mexico 

Ling Qing 
Amb. to UN in New York 

Jean-Rene BERNARD 
Ambassador to Mexico 

Hans IAUTENSCHIAGER 
State Secretary 

Samuel R. It-EANALLY 
Ambassador to E.E.C. 

R. BHANDARI 
Sec. for Economic Relations 

Amara ESSY 
Amb. to UN in Geneva 

Nob.lo MATSUNGA 
Ambassador to Mexico 

Jorge CASTANEDA de la Rosa Jorge Eduardo NAVARRETE 
Secretary of Foreign Relations Subsec.for Economic Affairs 

Ishaya AUOO 
Minister of External Affairs 

car los P. RCMUI.O 
Minister of Foreign Affairs 

Prince Sa'ud Al FAYSAL 
Minister of Foreign Affairs 

Peter M ONYIGE 
Ambassador to Mexico 

Pablo SUAREZ 
Director-General for 
Political Affairs, 
Ministry of Foreign Affairs 

Mohcltl.rned SHASARAH 
Ambassador to Mexico 
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*Sweden Ola ULLSTEN 
Minister of Foreign Affairs 

*Tanzania Salim Ahmed SALIM 
Minister of Foreign Affairs 

United Kingdan Lord CARRimI'ON 

United States 

Venezuela 

*YU3oslavia 

Sec.of State for Forn. & Can. 
Afs. & Min. of O'seas Devel. 

Alexander M. HAIG, Jr. 
Secretary of State 

Jose Alberto ZAMBRANO Velasco 
Minister of Foreign Affairs 

Jos ip VRIDVEC 
Fed. Sec. for Foreign Affairs 

Hans BLIX 
Subsecretary of State 

P.M. RUPIA 
Amb. to UN in New York 

Norman E. O)X 
Ambassador to Mexico 

Myer RASHISH 
Under Secretary of State 

Manuel PEREZ Guerrero 
Ambassador-at-Large** 

Redzai SUROI 
Ambassador to Mexico 

I: 

*Countries which participated in the first arrl second Ministerial 
Preparatory Meetings, November 1980 arrl March 1981 in Vienna. 

**Also Chairman of the Group of 77 at the UN in New York. 
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