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December 8, 1982 

eDNP:EBEN'PIAL 

ACTION 

MEMORANDUM FOR MICHAEL 0. WHEELER 

FROM: NORMAN A. BAILEY~ 

SUBJECT: IMF Funding 

Attached at Tab I is a memorandum from you to David 
Pickford transmitting the President's decision to 
approve the recommendations of the SIG-IEP on IMF 
funding (Tab II). 

RECOMMENDATION: 

That you sign the memorandum to Pickford at Tab I. 

Approve ✓ • Disapprove 

Attachments 
Tab I Memo to Pickford 
Tab II Clark Memo to President 

cc: Henry Nau 

-CQNFIDEM'I'IAb­
DECLASSIFY ON: OADR 

a:nen1ed 
,,,:1.. -.-1 , 2006 
0 '?> '.!djiot 2.. 

1 
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NATIONAL SECURITY COUNCIL 

G8NF IDE"N':PI:A:I.J -

ACTION 

MEMORANDUM FOR WILLIAM P. CLARK 

---i~ 
FROM: NORMAN A. BAILEY/ .-

November 23, 1982 

SUBJECT: Request by Secretary Regan for Presidential 
Approval of the SIG-IEP Recommendation on IMF 
Funding 

Secretary Regan has sent a memorandum to the President (Tab A) 
requesting his approval of the SIG-IEP recommendations on IMF 
funding. 

RECOMMENDATION: 

That you sign the attached decision memorandum to the President 
(Tab I). 

Approve____ Disapprove 

Attachments 
Tab I Memo to President 

Tab A Memo from Regan 

cc: Henry Nci'u 
Roger Robinson 

--e0NF I DENT l:A.L 
DECLASSIFY ON: OADR 

-CONF\DENTlAL 
..:. 1'.3. ), .0. 12 . , as amended 

' ., ·:" •''re , ,µt.11, 2006 
-~ -DA~=- oa.fi,';f)2,o,, 



THE WHITE HOUSE 
WASHINGTON 

(ATTACHMENT ONLY) 
CABINEf AFFAIRS STAFFING MEMORANDUM 

DATE: Nov. 22, 19~2.-,. . N\]MBER: 073014CA DUEBY: _______ _ 
- - ,L , JI 

SUBJECT: SIG/IEP: Review of Increase in IMF Resources 

ACTION FYI ACTION FYI 

ALL CABINET MEMBERS □ □ Baker □ □ 

Vice President □ □ 
Deaver □ □ 

State □ □ Oark (o< i '11~A"-) ~ □ 
Treasury □ □ Darman (For WH Staffing) □ ~ 
Defense □ □ Harper □ □ Attorney General □ □ 
Interior □ □ Jenkins □ □ 
Agriculture □ □ □ □ 
Commerce o· □ 

□ □ Labor □ □ · 
HHS □ □ □ □ 
HUD □ □ □ □ Transportation □ □ 
Energy □ □ □ □ 

Education D 

~ 
□ □ 

Counsellor □ 
□ □ 0MB □ 

CIA □ □ 
UN □ □ 

•••••••••••••• •••• •• ••••••••••• ••• ••••••• •••• •••••••• ••••••••••• ••• ••e••••••••••o• •• ••••• ••oeoe 

USTR □ □ 
CCCT/Gunn 
CCEA/Porter 

..................................................... , ····································-···· CCFA/Boggs 
CEA □ □ CCHR/Carleson 
CEi □ □ 
OS □ □ CCLP /Ohlmann 

□ □ CCMA/Bledsoe 
□ □ CCNRE/Boggs 

REMARKS: 

Attached is a memorandum from Secretary Regan on behalf 
I trust NSC will provide the appropriate staffing. 

RETURN TO: lc...ig L Fuller 
Assistant to the President 
for Cabinet Affairs 
456-2823 

-c=~~~ 

□ Becky Norton Dunlop 
Director, Office of 
Cabinet Affairs 
456-2800 

□ 

~ □ 

□ □ 

□ □ 

D D 
□ · □ 

□ □ 

of SIE/IEP. 
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.UNCLASSIFIED -u 

THE SECRETARY OF THE TREASURY 

WASHINGTON 20220 

December 9, 1982 

(With ~Attachments) 

MEMORANDUM FOR THE VICE PRESIDENT 
THE SECRETARY OF STATE 
THE SECRETARY OF DEFENSE 
THE SECRETARY OF AGRICULTURE 
THE SECRETARY OF COMMERCE 
THE DIRECTOR, OFFICE OF MANAGEMENT 

AND BUDGET 
CHAIRMAN, COUNCIL OF ECONOMIC ADVISORS 

VA,SSISTANT TO THE PRESIDENT FOR 
NATIONAL SECURITY AFFAIRS 

ASSISTANT TO THE PRESIDENT FOR 
POLICY DEVELOPMENT 

UNITED STATES TRADE REPRESENTATIVE 
DIRECTOR OF CENTRAL INTELLIGENCE 

SUBJECT Senior Interdepartmental Group on International 
Economic Policy (SIG-IEP) 

A meeting of the SIG-IEP is scheduled for Wednesday, 
December 15, at 2:00 p.m., in the Indian Treaty Room (Room 474, 
Old Executive Office Building). Agenda items are: (1) Report 
on G-5 Meeting, (2) Report on EC Ministerial Meeting, and (3) 
Country Debt Issues. Attendance will limited to the principal, 
plus one. 

Attached are the minutes of the SIG-IEP meeting held on 
November 29. 

Attachment 

~ __(.: I j 

/c ! ( 
Donald T. Regan 

UNCLASSIFIED 
-eoore-t Attachments) 

--·--- ----
..o.n...n. o-a/o-=tJ2o•'1... 

,/ 
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UNCLASSIFIED 
(tvith 'Secret""Attachments) 

OFFICE OF THE SECRETARY OF THE TREASURY 

WASHINGTON, D .C. 20220 

December 14, 1982 

MEMORANDUM FOR THE VICE PRESIDENT 
THE SECRETARY OF STATE 
THE SECRETARY OF DEFENSE 
THE SECRETARY OF AGRICULTURE 
THE SECRETARY OF COMMERCE 
THE DIRECTOR, OFFICE OF MANAGEMENT 

AND BUDGET 
CHAIRMAN, COUNCIL OF ECONOMIC ADVISORS 
ASSISTANT TO THE PRESIDENT FOR 

NATIONAL SECURITY AFFAIRS 
ASSISTANT TO THE PRESIDENT FOR 

POLICY DEVELOPMENT 
UNITED STATES TRADE REPRESENTATIVE 
DIRECTOR OF CENTRAL INTELLIGENCE 
CHAIRMAN, EXPORT-IMPORT BANK 

SUBJECT Senior Interdepartmental Group on International 
Economic Policy (SIG-IEP) 

Attached please find background material for the SIG-IEP 
meeting to be held on Wednesday, December 15, 2:00 p.m., in the 
Indian Treaty Room (Room 474, Old Executive Office Building). 

Agenda items are: 

1. Report on G-5 meeting; 
2. Report on EC Ministerial meeting; 
3. Country debt issue~ to include an update on key 

countries and discussion of proposals on 
Yugoslavia and Mexico; 

4. Political update on Poland; and 
5. Sale of aircraft to Ethiopia. 

In preparation for the meeting, SIG members may want to 
familiarize themselves with the reporting cable on the EC 
Ministerial (SECTO 17061). There will be no papers ~irculated on 
agenda items 1 and 2. The attached paper on U.S. agricultural 
trade initiatives is being circulated as background information 
at the request of Secretary Block. 

Papers on Yugoslavia, Mexico, Poland, and sales of aircraft 
to Ethiopia are also attached. 

Attachments 

David E. 
Executive Secretary 

~LASS.IFIED 
C.__i~ith ~re~ Attachments) 

..._,_,_ ___ W_ Y_•~--,.,,. ·•---- • ----·---

~ 6°2> f 0':f- J "ZCH '2, 



DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 

WASHINGTON, D. C. 20250 

December 3, 1982 

MEMORANDUM FOR MR. BURLEIGH LEONARD 
SENIOR STAFF MEMBER 

OFFICE OF POLICY DEVELOPMENT 
THE WHITE HOUSE 

SUBJECT: Papers for Food and Agriculture Cabinet Council--U.S. Agricultural 
Trade Initiatives 

Attached is a set of eight action proposals for consideration by 
participants in the SIG-IEP. These proposals reflect the recent GATT and 
OECD discussions and should be reviewed prior to the high-level bilateral 
discussion with the European Community December 10 in Brussels. 

The European Community persists in tactics to avoid addressing the export 
subsidy question, and this is becoming politically intolerable. American 
agriculture is up in arms over such developments as the following: 

EC wheat exports have increased nearly 5 fold during the past decade, 
using heavy export subsidies. The EC is now the world's fourth largest 

I wheat exporter. 

The EC has gone from a net importer of sugar in 1978 to the world's 
largest exporter - 5.0 million MT in 1981-82. 

The EC has moved from the world's largest importer of poultry in the 
mid-1970's to the world's largest exporter, with 35 percent of the world 
broiler market. 

The EC is now the world's largest egg exporter, shipping 67,000 tons. 
Prior to the inception of the egg CAP in 1967 the EC was the world's 
largest importer, importing 51,000 tons. 

The EC is the world's largest dairy exporter, accounting for about 60 
percent of world trade, with subsidies set at $1.9 billion in 1982. 

The EC is the world's second largest exporter of beef and veal, 
following behind only Australia. The EC has appropriated $728 million 
for beef and veal export subsidies in 1982. 

Total EC agricultural export subsidy expenditures amounted to $7.6 
billion in 1980. Using the same exchange rate for conversion, total 
export subsidies appropriated by the EC reached $8.0 billion in 1982. 

Attached are eight proposals, designed to cope with these subsidies, for 
your consideration. Backup papers are available. 



Summary of USDA Proposals 

1. Direct sale of CCC Butter Stocks 

The Commodity Credit Corporation owns 2.4 billion pounds of dairy stocks. 
The EC is the largest exporter of dairy products in the world with 40-50 
percent of the world cheese market and 60 percent of the world butter market 
-- mostly based on export subsidies. 

Proposal A: 
Proposal B: 

Proposal C: 

Proposal D: 

Unrestricted competitive sale of 25,000 tons of butter. 
Unrestricted competitive sale of butter stocks up to the 
level of the entire CCC inventory. 
Sell through an intermediary country. Example: A major 
producing country has offered to buy 100,000 tons of CCC 
butter. 
Set up a barter arrangement. Example: A U.S. export firm 
is pressing for a barter of U.S. butter for Soviet nickel 
for the U.S. national strategic stockpile. 

2. Flour Subsidy to Egypt 

Egypt is the world's largest importer of wheat flour accounting for a third 
of the world market. The Egyptian market has almost doubled in the past 
three year and the EC, with export subsidies of $80-$100 per ton, captured 
all of that growth. The U.S. no longer has any share.of the commercial 
market. 

Proposal A: 
Proposal B: 

Initiate a direct cash subsidy on flour exports. ·· 
Initiate a payment-in-kind subsidy using surplus stocks of 
wheat. 

3. Expanded Blended Credit Program 

The U.S. has large stocks of basic commodities. The blended interest 
announced on October 20 began to move these stocks into export markets. 
Extension of this program will signal the EC that we can and will compete. 
Of the $500 million first year blended credit authorization, $440 million 
has been allocated. 

Proposal: Provide the additional $500 million in direct credit 
authorized in the Agriculture Appropriation Bills. 

4. Subsidize Exports of High Value Commodites 

The U.S. accounts for only 10 percent of the global market for high-value 
food products, although it has a 40 percent share of the world's 
agricultural tonnage. The EC's high-value exports are double the U.S. 
level, based on export subsidies used to achieve high value export gains. 
The U.S. is slowly losing out in this important market. 

Proposal A: Initiate a selective export subsidy on high value products 
utilizing $75 million remaining from the Helms amendment. 

Proposal B: Initiate a selective export subsidy utilizing surplus 
stocks of CCC commodities. 



5. Increase PL 480 Funding 

The level of PL 480 funding in FY 1983 is about $1.5 billion. With 
additional funding of $1 billio~, the U.S. could likely export at least 5 
million tons of additional grain, soybean/oil/meal, and cotton during the 
year. 

Proposal: Expand PL 480 by an additional $1 billion for FY 1983. 

6. Donate CCC Stocks for Emergency Food Reserves 

The U.S. is one of the few countries with a reserve stocks program. The 
U.S. would benefit if other countries developed reserve stock programs. 
Some shift in the stockholding patterns could be achieved if the U.S. 
donated grain to certain countries. 

Proposal: Assist developing countries create an emergency food 
reserve using CCC donations from the United States. 

7: Use Economic Support Funds to Generate Agricultural Exports 

The International Affairs Budget includes Economic Support Funds used 
primarily for balance of payments support to politically important 
countries. Currently, only $1.1 billion of the authorized $2.8 billion is 
being used to purchase U.S. farm products. Recipient countries could be 
encouraged to increase their purchases from the United States, which would 
be very helpful to U.S. agricultural exports. 

Proposal: Provide State Department encouragement to recipient 
countries to increase imports of U.S. agricultural 
commodities. 

8. New LTA with the Soviets 

The u.s. made available to the USSR up to 23 million tons of wheat/corn for 
purchase during the year ending September 30, 1983. The Soviets have ·bought 
less than 3 million tons to date. The USSR has asked that we meet to discuss 
a new LTA. 

Proposal: Undertake to negotiate a new LTA with the USSR. 
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Yugoslavia 

Recent Developments 

In the Novenber 29 SIG meeting it _was agreed that we would r 
meet with a small group of Europeans to ~eview the Yugoslav 
financial situation and to seek their views on a financial 
package for Yugoslavia. 

A special five-nation (U.S., UK, France,· FRG and Italy) 
Meeting was held on December 2, 1982. They agreed that 1) 
the Hest has significant geopolitical interests in maintaining 
the stability and orientation of the present Yugoslav GovernMent; 
2) that the political fabric and econoMic situation in Yugo~lavia 
are fragile: 3) that Western decisions on how to respond must 
be maoe on an urqent basis: and 4) that such a response must 
be fraMed priMarily to restore private bank confidence and 
thus to persuade hanks to maintain -- and even increase -- present 
exposure in Yugoslavia. Also, any response must necessarily 
complement and support the IMF program, and might possibly 
attach conditions of its own. There was little sentiment for 
new financial assistance for Yugoslavia. 

Subse0uently, Secretary Regan discussed the matter with his 
G-5 colleagues. Some of the G-5 said that -rescheduling is 
preferahle to new assistance and that it is more or less expected 
by the financial world. 

On December 8, Secretary Shultz met with the Foreign 
rHnisters of France, Britain and West Gerrnanv. He er.iphas ized 
of the importance of concerted Western actions to relieve 
those problems and keep Yugoslavia out of the Soviet orbit. 
The others agreed in general, but differed in their assessments 
of the dimension of the problem and the possibility of putting 
together an a~equate financial package. 

There will be a five nation meeting in Paris on December 17, 
1982 (seven if the Austrians and Swiss attend). The main points 
we wish to make at that roeeting are that: 

new money is preferahle to debt reschenuling or a rnixen 
package. 

we need to build a process to involve all potential donors, · 
including non-OECD countries. 

a European country, possibly the ·swiss, should take the 
lead. The first task of the lead country is to obtain 
detailen data on Yugoslavia's hard currency debt. 

we attach great importance to an IMF program which will put 
the Yugoslav economy on the correct path of adjustrrlent. 

I 
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The SIG will also be asked to approve a U.S. commitment up 
to $200 million in $1.3 billion package provided: 1) there is 
agreement with the Ir!F on the prograJT1 for the third year and 
compliance with that program~ 2) that all - members are satisfied 
with the estimates of the financial gap and that the sums they 
and the U.S. provide will fill that gap. 
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I9eo 
IIIO IVQ 

All BIS-Area Banks 
Claims 420 718 
Liabilities 500 379 -Net -eo 339 

U.S. Ranks 
Claims 4 231 
Liabilities 9 429 

Net --=s -198 

Non-u.s. Banks 
Claims 416 497 
Liabilities 491 -so 

Net -=1's S37 

sourc.e 

-LIMI~BB OPPICIAL U9~ 

Banks' Position Vis-A-Vig Yugoslavia 
$ millions 

1981 
Change 

1982 
IQ 110 IIIO IVO IO 110 

155 -202 58 37 -319 -126 
-242 -2s2 529 -111 -545 - 19. 
397 ~ --471 214 226 -107 

65 66 JR -17 -105 -131 
-381 -26 143 -14 -285 127 
447 -Ios - 180 -2sft 92 -3 

89 -268 20 54 -214 5 
139 -226 386 -163 -260 -146 - -366 217 Isl -so -42 46 

IIIO 

NA 
NA 
NA 

- 54 
-109 

5S 

MA 
NA 
NA 

Position 

June 30, 1982 . 

9,244 
1,991 
7,253 

2,201 
196 

2,005 

7,043 
1,195 
5,248 

BIS Quarterly Serles (Differs In coverage fr0111 S9ffll-annual series. 
Sl billion larger than lndic.ated ln quarterly series.) 

Claims of Banks are pro~ably 

u.s. Treasury (TIC) and Federal Reserve 2502S (Differs inc.overage 
vhlc.h tndic.ates c.laims that are larger by about $0.4 billion.) 

fr0111 Country Exposure t.en~{ng Suney, . 
N.B. --Ch•no•• incorporate valuation effect of exc.hange rate changes, vhlc.h can be aub1tantlal. These 

affec.t Mainly non-u.s. banks, whiGh have slgnifiGant transa,tlona in non-dollar c.ur~enc.le9. , 

--claims lnc.lude those guaranteed by offlc.lal agenc.les of lending c.ountrles. 

LIMITRD OFFICIAL USB 
~ 1,::,),/0-::t J LOil., 

IM8 
12/7/82 



Yugoslav tnaebt•!ne11 ~o USO 
(as of J-il-12) _. ~ 

lx-J1r1 

rore!~n A11l1tance 
(and related acts> 

, " -
Agricultural Tra~e Development 

ana Assistance Act 
Loans of foreign currencies 
Lon9-Tem dollar creeits 

Total 

' 
(a1111on dollars) 

. 1'75. I 

,,.3 
13.2 

,s,.2 

NOTE: The Yugoslav's received a $60 million in CCC financing in 
November 1982 of this amount $48 million consisted of guarantees 
of loans and $20 million in a direct, interest free, loan 
from CCC. • 
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lMF/Yu90slavia 

• 
-- In January 1981, the GOY entered into~ 3-year extended 
fund facility arrangement with the IMF in an a1n0unt equivalent 
to $1,815 million (at end June 1982 SDR/DOllar rate) vhlch i• 
equal to 400 percent of Yugoslavia'• Fund quota. 

-- The 1981 arrangement, operating witi~ the context of the 
1981-1985 development program, aimed at reducing the cumulative 
current account deficit from 3.5 percent of GSP in 1980 to 
ab01Jt one percent by the end of the program period. The 1981 
current account target was to reduce the deficit to $1.B billion, 
about 2.5 percent of GSP. 

-- Developments in 1981 were fflixed. The current account 
deficit 6eclined from $2.2 billion in 1980 to $1.3 billion in 
1981. However, despite reductions in real ·dornestic demand and 
fixed investment as well as GOY adherence to 1n0netary and credit 
targets, retail prices increased by 39 percent rather than the 
planned 20-25 percent. 

~he annual plan for 1982, which was incorporated into • • 
Yugoslavia's IMF standby agreenent, projected a reduction in 
the current account deficit to $0.5 billion and in the rate of 
inflation to 15 percent. 

--- The GOY recognized they could not ~eet the inflation target 
in 1982 and subsequently adjusted the goal to 25 percent. 

I~F staff have suggested that Yugoslavia's inability to 
contain the rate of inflation is due to underestimating (and 
therefore making insufficient allowance for) inter~enterprise 
credit and the use of domestic holdings of foreign exchange to 
finance domestic transactions. This, in turn, has led to a 
change in inco~e velocity of money (GSP relative to ~I) far in 
excess of that which was set forth in the January 1982 program, 
6 percent rather than 2 percent. 

-- Despite Yugoslav .adjustment of interest rates for the first 
time (from about 6 percent to about 12 percent) in February 
1982 real interest rates continue to remain substantially 
negative. Further significant adjustments are needed. 

-- IMF staff have also questioned, whether Yugoslavia can meet 
it goal of reducing the hard currency_furrent account deficit 
to $500 million because of slower tha~planned growth in exports'-­
during the first half of 1982 (B percent rather than 12 percent) 
and lower than expected tourist receipts and workers remittances. 
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-- The COY devalued the dinar by 20 percent in October 1982 
against a basket of hard currencies. , ~ ' .. . . -~ 
-- In negotiating the third years• program the. IMF will have 
to find some way of reducing the inflationary impact of the uae 
of inter-enterprise credits and the domestic uae of 
foreign exchange. 

-- As for the rundown of private deposit•, and the lower than 
expected workers remittances, an increase in interest rates to 
re4l positive levels will help. 

~ 
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THE SECRETARY OF THE TREASURY 

WASHINGTON 20220 

December 21, 1982 

(With --Confidentiel • Attachment) 

MEMORANDUM FOR THE VICE PRESIDENT 
THE SECRETARY OF STATE 
THE SECRETARY OF DEFENSE 
THE SECRETARY OF AGRICULTURE 
THE SECRETARY OF COMMERCE 
THE DIRECTOR, OFFICE OF MANAGEMENT 

AND BUDGET 
CHAIRMAN, COUNCIL OF ECONOMIC ADVISORS 
ASSISTANT TO THE PRESIDENT FOR 

NATIONAL SECURITY AFFAIRS 
ASSISTANT TO THE PRESIDENT FOR 

POLICY DEVELOPMENT 
UNITED STATES TRADE REPRESENTATIVE 
DIRECTOR OF CENTRAL INTELLIGENCE 

SUBJECT Senior Interdepartmental Group on International 
Economic Policy (SIG-IEP) 

A meeting of the SIG-IEP is scheduled for Thursday, December 
23, at 11:00 a.m., in the Roosevelt Room. The agenda includes a 
report by Secretary Shultz on U.S./E.C. ecnonomic relations based 
on his recent European trip. Treasury will report on current 
Yugoslavian financial developments. 

Attached are the minutes of the SIG-IEP meeting held on 
December 15. 

Attachment 

he_ 
Donald T. Regan 

UNCLASSIFIED 
Coftfieential Attachments} 
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ASSISTANT TO THE PRESIDENT FOR 

POLICY DEVELOPMENT 
UNITED STATES TRADE REPRESENTATIVE 
DIRECTOR OF CENTRAL INTELLIGENCE 

SUBJECT Senior Interdepartmental Group on International 
Economic Policy (SIG-IEP) 

Attached please find background material on Yugoslav finan­
cial developments for discussion at the SIG-IEP meeting to be · 
held on Thursday, December 23, 11:00 a.m., in the Roosevelt Room. 

Agenda items are: 

1. Report on US-EC relations by Secretary Shultz; and 
2. Report on Yugoslav financial developments. 

Attachment 

~~ 
Executive Secretary 
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MEMORANDUM FOR THE VICE PRESIDENT 
THE SECRETARY OF STATE 
THE SECRETARY OF DEFENSE 
THE SECRETARY OF AGRICULTURE 
THE SECRETARY OF COMMERCE 
THE DIRECTOR, OFFICE OF MANAGEMENT 

AND BUDGET 
CHAIRMAN, COUNCIL OF ECONOMIC ADVISORS 

,/ASSISTANT TO THE PRESIDENT FOR 
• NATIONAL SECURITY AFFAIRS 

ASSISTANT TO THE PRESIDENT FOR 
POLICY DEVELOPMENT 

UNITED STATES TRADE REPRESENTATIVE 
DIRECTOR OF CENTRAL INTELLIGENCE 

SUBJECT Senior Interdepartmental Group on International 
Economic Policy {SIG-IEP) 

Attached please find background material on Yugoslav finan­
cial developments for discussion at the SIG-IEP meeting to be 
held on Thursday, December 23, 11:00 a.m., in the Roosevelt Room. 

Agenda items are: 

1. Report on US-EC relations by Secretary Shultz; and 
2. Report on Yugoslav financial developments. 

Attachment 

David E. Pickfor 
Executive Secretary 
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