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THE WHITE HOUSE 

WASHINGTON 

August 1, 1988 

Dear Dwayne: 

The President has asked me to write you concerning your memorandum 
to him dated July 11, 1988. That memorandum suggested that the 
United States should review its position opposing Soviet member­
ship in the International Monetary Fund (IMF). 

There have been a number of recent Soviet statements concerning 
economic restructuring. This process of restructuring, 
perestroika, is in an infant stage. The Soviet economy does not 
come close to operating on market principles. Until it does, and 
there is no indication that this will occur anytime soon, the 
Soviets cannot fulfill commitments to the Fund that all members 
must make. Failure to meet these commitments could undermine the 
IMF at a time when it is vitally needed in managing the Western 
financial system. 

In addition, the United States has made it clear that any possi­
bility of movement on improved economic relations with the Soviet 
Union depends on progress on human rights issues. The Soviets 
still have far to go on this front. 

For the reasons outlined above, the President and all of his 
principal advisors continue to believe that the U.S. should not 
open up even the possibility of Soviet membership in the IMF. 

Mr. Dwayne Andreas 
Chairman 
Archer-Daniels-Midland Company 
P.O. Box 470 
Decatur, Illinois 76252 

Sincerely, 

Colin L. Powell 

-
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.. MEMORANDUM TO THE PRESIDENT JULY lL 1988 

I AM PASSING THIS INFORMATION ON TO YOU BELIEVING IT MIGHT NOT HAVE 

REACHED YOU THROUGH CHANNELS AND IT MIGHT BE IMPORTANT, 

IN A RECENT CONVERSATION I HAD WITH PRIME MINISTER RISHKOV THE SUBJECT 

TURNED TO THE INTEREST OF THE BUSINESS COMMUNITY OF BOTH SIDES IN 

WORKING OUT A SCHEME TO CUT A SUBSTANTIAL AMOUNT OFF OF EACH OF OUR 

DEFENSE BUDGETS, I RAISED THE QUE ST I ON OF HOW TO VER I FY RECIPROCAL 

CUTS, 

IN THIS CONTEXT RISHKOV SAID HE WOULD LIKE TO JOIN THE INTERNATIONAL 

MONETARY FUND, HE SAIDJ "IT WOULD ACCOMPLISH TWO THINGS FOR ME", 

I PARAPHRASE HIM AS FOLLOWS: 

l, "I UNDERSTAND THEY WOULD SEND IN A TEAM TO HELP 

REORGANIZE OUR FINANCIAL STRUCTURE, THAT WOULD BRING 

IT OUT INTO THE LIGHT OF DAY IN KEEPING WITH GLASNOST, 

IT WOULD ALSO HELP US TO REACH CONVERTIBILITY SOONER 

RATHER THAN LATER, 

2, "IF I HAD A CONTRACT WITH IMFJ AGREEING TO CERTAIN 

BEHAVIORJ IT WOULD STRENGTHEN MY HAND VISAVIS THE 

.DOCTRINAIRE PARTY PEOPLE, 

PARTY PEOPLE HAVE GREAT RESPECT FOR THE SANCTITY OF 

INTERNATIONAL CONTRACTS," 

I HAVE HAD THE IMPRESSION FROM SEVERAL U,S, ADMINISTRATIONS THAT IT 

WOULD BE IN THE INTEREST OF THE UNITED STATES TO HAVE THE SOVIETS 

ENTER THE IMF, IT SEEMS TO ME THAT THE CHANGES THEY WOULD MAKE TO 

ACHIEVE ELIGIBILITY WOULD BE CLEARLY IN OUR INTEREST, 

I WOULD LIKE TO SUGGEST THAT YOU HAVE THE FEDERAL RESERVE STUDY THE 

MATTER AS THERE MAY BE TOO MUCH PREJUDICE IN OTHER BRANCHES OF 

GOVERNMENT TO GET AN HONEST OPINION, 
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OFFICE OF THE UNITED ST A TES 
TRADE REPRESENTATIVE 

EXECUTIVE OFFICE OF THE PRESIDENT f '\ &A_~ 

WASHINGTON C--~~ vv~ -
2050 6 ---cT - ~ - -1- ,Vi! . \jV\i 

__.. l 

July 14, 1988 

,::Ze-~ :::-----

UNCLASSIFIED MEMORANDUM WITH CONFIDENTIAL ATTACHMENT 

TO: Richard Goldberg 

FROM: 

:Allyn Moore 
~phen Danzansky 
Peter McPherson 
Gene McAllister 
Gene Lawson 
William Maroni 

W. Douglas NewkirkWn,J 
Assistant USTR for GATT Affairs 

SUBJECT: Meeting of the TPRG Informal Group on Tuesday, July 19, 
at 2:00 pm, Room 203, at USTR 

Ambassador Smith has asked me to circulate this Memorandum of 
Conversation concerning the subject of Tuesday's meeting. 

ATTACHMENT 



RONALD W. REAGAN LIBRARY 

THIS FORM MARKS THE FILE LOCATION OF ITEM NUMBER __ lf-1--__ LISTED ON THE 

WITHDRAW AL SHEET AT THE FRONT OF THIS FOLDER. 



Soviet Trade With West 
Fell 4.6% in 9 Months 
As Moscow Cut Imports 

, Reuttrs 
: 1 MOSCOW -The Soviet Union's trade \'01-
1 wnc with the-West fell by 4.6 percent in the fint 

nine months of last year as Moscow cut back its 
· ' purchases of Western goods, Tass said Friday. 
, The agency said that trade with Western . 
; countries from January to September of 1987 
I totaled 20.7 billion rubles ($34.6 billion), down 

I billion" rubles from the rirst nine months <i 
i 1986. 
i Foreign analysts said the Soviet Union ap- -
4 parcntly was cutting back imports of Western 
,,. goods because of reduced revenues from the 

raw materials it ·exports, especially oil 
i Tass also reported that oil output was 624 
~ million metric tons (686.4 million short tons) 
4 for the year, 7 million tons more than the 
~ official output ~ct. 
, The figures indicated that the Soviet Union 
I was running a merchandise trade deficit with 
~ West of about 300 million rubles for the 
rune mon1ba, which analysts said showed an 
improvement. 

They noted that for all of 1986, the deficit 
with the West was 2.TI billion rubles. 

Tass said the Soviet Union imported 10.5 
billion rubles of goods over the rune months, 
while exports totaled 10.2 billion rubles. Ex­
ports had grown by about 550 million rubles 
over the same period a year earlier, it said. 

Analysts said imports had been depressed by 
greater pressure to use Soviet technology in­
stead of importing it from the West. as well as 
the recent reorganization of the Soviet trade 
administration to adjust to changes under the 
Soviet leader, Mikhail S. Gorbachev. 

The Soviet Union has recently abolished its 
Ministry of Foreign Trade and a related state 
commiuce, and created a new Ministry of For­
eign Economic Relations to take their place. 

"The whole trade apparatus is being reorp­
nized, and it's havini an effect," a foreign 
analyst said. "No one tn the West is willing to 
sign contracts." 

Tass said on Jan. 23 that the volume of Soviet 
trade with all countries had decreased by about 
2.2 percent in all of last year. 

West Germany remained the Soviet Union's 
biggest trading partner in the West in the nine 
months. But Tass said trade with Bonn from 
January to September was 3.7 billion rubles, 
down by 600 million rubles from a year earlier. 

, Soviet imports from West Germany amolJ!1t• 
f ed to about 2 billion rubles over the rune 
~ months, Tass said. 

Finland was the second largest trading part­
ner, followed by Italy, France and Japan. 

' · ' 
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U.~. &$ea si~riJ on Memben'iaip 
For.Moscow in Economic G1'0upa 

. ' . . . 
r/ ..... J _.., .: .. 

ly,-CLYP~ H. FARNSWORlB 
........... y .. ,,_. 

... 
W'ASIIJNG'tON, Jan. 19- Pn!iildent 

Reagan has opened the door t:o SOYtet 
membe~p in the World Bank, the in­
rernatlonal Monetary Fund and the 
General Agreement on Tariffs and 
Trade, provided that Moscow makes 
good Oil its talk ot~economlc reforms, 
accordlitg to a policy document the 
White House Is . expected to release 
wlthln.,days. 

The new position contrasts with the 
President's strongly stated , opposition 
last year. . 

Moscow has ~ressed interest In 
joining a.ll three orP131za~s.. · ·· . 
~ P,Olicy ~IJMl!ll takes -note of 

Soviet ai.atements about ~mlc re­
forms along lines emphasizing free 
mark,~ and· say~:· ~ .u·nlted .States . 

. could -consider e.ndoriing Soviet par­
licfpatfon In the organizations provided 
the.poHcy statements were "translated 
bUo~ltiv acUOJI.!;. A ~Y- of the 
document was obtained-~y. 

beina Pllblitlbed under the P.,;,ldent's 

1be ~ wouileeeM.to~aitt . , 
furtheF Improvement tn untted States­

"Soviet relations aJnce the President's 
-meetfna ~Uh Mikhail & Gorbachev, the 
Sov~ leeder, tn Wufdnaton early last 
month. The two leaders sljp,ed an arms 
control agreement at that meeting. 
Notlna that Treasury Secretary 

James A. Baker 3d spoke last March of 
the Aclmiallfration'a "unqualified and 
uncon;ditloaal" opposition to\ Soviet 
member•J• dlele IMtltutJom. aev­
eral CCJl!NfVadws were bfahly-crttlcal._ 1 
of Ute new ltanCe today. - --- -

RogerW. llob6nson Jr., former sen­
ior· director for 1 lntemaij~al ,~ ­
AOmfc.affaJl'5_at the Na~ Seeiarl&y 

1 ec...nct1. ta4d. "When &metacr, 1nto 1 thae oqanjzatlou 11 predicated 
_.Iy baa J~l of. market-or!• .I 
ented nfmnli. k leaves out c:rWcal 1 
human rfpts anct· security dlmen• 
lkln.s.'' 

'HB NBW. YOIU( .TIJIBS. 

JANUARY• i• -- ,{ ~ .,. 

Some analyl&J MJd ollUllion of the 
1 di~~ COUid be die preluide- to . 

a reque■t bf .,_. A.lmltradfln to 
seek a temporary ~al 
waiver of the l}an on mbst-fawred- , 
hatlon thtatnM!hL ' 1· ) ~ ~ ' · ' 

During Mr. Gorbachev's visit, !J>el 
G. Agant>eaYan, a top economi • ad­
viser to the Soviet leader. , said politi­
cal reasons were at the root of trade 
agree~ts. "Now that polftiCal rela• 
Uons are Improving, ~ rela•. 
lions will lmprov. e in theh•t:tlnfe," he •. 

1 

added. , I•. , .~ 
Amang the Communf:St embers of .• 

. the· wor Bank. the rnonewy fund 
and G~ t'r · are · Poland, Hungary, j 

· .R Jnct ~ Olma la a 
m~ :J~i,rld Bank afld 
&tie 1.14-f.'_ .• and= GA TT observer 
■tab& It tor run mem• 
benlllii . 



NATIONAL SECURITY COUNCIL 

TO: 

FROM: 

Jan 20, 1988 

Roman Popaduik 
·Marlil'\ Fitawatoc 1) o"' ~ ~ ,J,t./l­
Peter Rodman 
Steve Danzansky V 
Eric Melby 

Fritz Errnarth 

FYI 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

NATIONAL SECURITY COUNCIL 

PERINA 

VMS MAIL user ERMARTH 
(ERMARTH@VAXC@MRGATE) 

FYI 

20-Jan-1988 12:14 EST 

RUDY, SOMEBODY AT LEAST GOT THE RIGHT LINE. I THINK OUR 
GUYS PLANTED THIS LAST NIGHT. GET IT AROUND THE STAFF, 
WILL ~OU? 

<ORIG> REUTER 

<TEXT>23 
UU YDB 
201708 ~RG,DIP,TRD :AM-SOVIET-AMERICAN 
U.S. Rl:MAINS OPPOSED TO SOVIET MEMBERSHIP IN IMF, GATT 

' WASHINGTON, JAN 20, REUTER - THE UNITED STATES SOULD NOT 
CHANGE ITS POLICY OF EXCLUDING THE SOVIET UNION FROM MAJOR 
INTERNATIONAL FINANCIAL AND TRADE INSTITUTIONS, ACCORDING TO A 
REPORT BY THE NATIONAL SECURITY COUNCIL ISSUED ON WEDNESDAY. 

SINCE SOVIET LEADER MIKHAIL GORBACHEV CAME TO POWER NEARLY 
THREE YEARS AGO, MOSCOW HAS SHOWN INTEREST IN JOINING THE 
INTERNATIONAL MONETARY FUND (IMF) AND THE GENERAL AGREEMENT ON 
TARIFFS AND TRADE (GATT). 

GORBACHEV HAS MADE "PERESTROIKA", OR RESTRUCTURING THE 
ECONOMY TO MAKE IT MORE EFFICIENT, AND "GLASNOST", OR OPENNESS, 
CENTRAL THEMES OF HIS RULE. 

BUT THE ANNUAL NATIONAL SECURITY REPORT SAID: "WHILE WE 
NOTE RECENT POLICY STATEMENTS REGARDING 'RECONSTRUCTION' AND 
ECONOMIC REFORM, THE SOVIET ECONOMIC SYSTEM REMAINS AT THIS 
POINT FUNDAMENTALLY INCOMPATIBLE WITH PARTICIPATION IN FREE 
WORLD INSTITUTIONS. 

"POLICY STATEMENTS MUST BE TRANSLATED INTO POSITIVE ACTIONS 
BEFORE SUCH PARTICIPATION CAN BE CONSIDERED," ADDED THE REPORT 
BY THE NATIONAL SECURITY COUNCIL STAFF AT THE WHITE HOUSE TO 
PRESIDENT REAGAN. 

WASHINGTON HAS OPPOSED ANY SUGGESTION THAT THE SOVIET UNION 
BE ALLOWED INTO INTERNATIONAL ECONOMIC BODIES, AND THE REPORT 
SHOWED NO CHANGE IN THE U.S. ATTITUDE, CONTRARY TO PRESS 
REPORTS PUBLISHED ON WEDNESDAY. 

IT ALSO URGED A TIGHTER APPLICATION OF THE POLICY OF 
DENYING TO MOSCOW HIGH TECHNOLOGY THAT MIGHT HAVE MILITARY 
USES. 
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