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THE WHITE HOUSE DANL At | A Y

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.

Sincerely,

4

Colin L. Powell

Mr. Dwayne Andreas

Chairman
Archer-Daniels-Midland Company
P.O. Box 470

Decatur, Illinois 76252
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MEMORANDUM TO THE PRESIDENT JuLy 11, 1988

[ 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 | 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
DEFeENSE BupGeTs. | RAISED THE QUESTION OF HOW TO VERIFY RECIPROCAL
cuts,

IN THIS CONTEXT RISHKOV SAID HE WOULD LIKE TO JOIN THE INTERNATIONAL
MONETARY FUND. HE sAID, “IT wWOULD ACCOMPLISH TWO THINGS FOR ME”,

[ PARAPHRASE HIM AS FOLLOWS:

L “l 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.

Y. "IF I HAD A CONTRACT WITH IMF, AGREEING TO CERTAIN
BEHAVIOR, IT WOULD STRENGTHEN MY HAND VISAVIS THE
DOCTRINAIRE PARTY PEOPLE.

PARTY PEOPLE HAVE GREAT RESPECT FOR THE SANCTITY OF
INTERNATIONAL CONTRACTS.”

| 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 [MF. IT SEEMS TO ME THAT THE CHANGES THEY WOULD MAKE TO
ACHIEVE ELIGIBILITY WOULD BE CLEARLY IN OUR INTEREST.

[ 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 STATES
TRADE REPRESENTATIVE _
EXECUTIVE OFFICE OF THE PRESIDENT Q~\JV\
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July 14, 1988

UNCLASSIFIED MEMORANDUM WITH CONFIDENTIAL ATTACHMENT

TO: Richard Goldberg
Allen Moore
phen Danzansky
Peter McPherson
Gene McAllister
Gene Lawson
William Maroni

FROM: W. Douglas NewkirkWM
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
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Soviet Trade With West
Fell 4.6% in 9 Months
As Moscow Cut Imports

Reuters
’ MOSCOW — The Soviet Union’s trade vol-
ume with the West fell by 4.6 t in the first
nine montl;s' o“f, last year as - ag mu
p\ucham ‘estern goods, Tass sai

said that trade with Western
countrm from January to September of 1987
totaled 20.7 billion rubles ($34.6 billion), down
1 billion rubles from the first nine months of
1986.

Foreign analysts said the Soviet Union ap-

dz cutting back imports of Western

of reduced re\mua mL!rom the
raw matenals it cxports especially

Tass also reported that oil output was 624
million metric tons (686.4 million short tons)
for the year, 7 tmlhon tons more than the
official output

The figures mdlcated that the Soviet Union
was a merchandise trade deficit with
the West of about 300 million rubles for the
nine momlu, which analysts said showed an
improvement.

noted that for all of 1986, the deficit
with the West was 2.72 billion rubles.

Tass said the Soviet Union imported 10.5
billion rubles of goods over the nine months,
while exports totaled 10.2 billion rubles. Ex-
ports had grown by about 550 million rubles
overthesamegen 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
committee, and created a new Ministry of For-
exggrﬁcmoh:lnc l:Ra:llcmmn:p to take l;l:r place.

e whole t apparatus is being reorga-
nized, and it's having an effect,” a foreign
analyst said. “No one in 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 amount-
ed to about 2 billion rubles over the nine
months, Tass said.

Finland was the second largest trading part-

- | ner, followed by Italy, France and Japan.
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;THE NEW YORK TIMES,

U.S. Eases Stand on Membershlp

F or Moscow in Economic Groupc

WASHINGTON, Jan. 19 — President
Reagan has opened the door to Soviet
membership in the World Bank, the In-
ternational Monetary Fund and the
General Agreement on Tariffs and
Trade, provided that Moscow makes
good on-its talk of economic reforms;
according to a policy document the
White House is. expected to release
withindays.

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

Moscow has expressed interest in
joining all three organizations..

The policy docament takes note of
Soviet statements about economic re-
forms along lines emphasizing free
markets and says the United States
could consider endorsing Soviet par-
ticipation in the organizations provided
the policy statements were “translated
into_positive_action.” A copy of the
document was obtained today.

‘Incompatible’ at Present

Until this “positive action,” the docu-
ment adds. the Soviet system remains

ly CI.YDE H. FAINSWORTH
Special 16 The New York Times

‘s‘:.

being pyblished under the PszMt's
name,

The ¢hanges would\seein to mark a°

further improvement in United States-

‘Soviet relations since the President’s

meeting with Mikhail & Gorbachev, the
Soviet leader, in Washington early last
month. The two leaders signed an arms
control agreement at that meeting.
Noting that Treasury Secretary
James A. Baker 3d spoke last March of
the Administration’s ‘“unqualified and
unconditional” opposition to Soviet

membership in these institutions, sev-

JANUARY, 2, 1968

agreements. “Now that political rela-
tions are improving, eml:’e‘rel&
tions will lmprove in their-time,” he

......,,.ﬁ,.. B |
member botz ‘World Bank and
GATT observer
for full mem-

CMI-“-FQM




NATIONAL SECURITY COUNCIL

Jan 20, 1988

TO: Roman Popaduik . o{
MertinFitawater Do A er
Peter Rodman - S "
Steve Danzansky L
Eric Melby

FROM: Fritz Ermarth

FYI
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NATIONAL SECURITY COUNCIL

20-Jan-1988 12:14 EST

MEMORANDUM FOR:

PERINA
FROM: VMS MAIL user ERMARTH
(ERMARTH@VAXCE@MRGATE)
SUBJECT: FY1

RUDY, SOMEBODY AT LEAST GOT THE RIGHT LINE. I THINK OUR
GUYS PLANTED THIS LAST NIGHT. GET IT AROUND THE STAFF,
WILL ¥O0U?

<ORIG> REUTER

<TEXT>23

UU YDB

201708 QRG,DIP,TRD :AM-SOVIET-AMERICAN

u.S. 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.



Sources say that Co’fnmerce ‘Stat
lower reaches of the National Se-

ous wording in the NSC's annual

Hotise issued a clarification: ''The
asury Department and the admin-
,lst ition remain opposed to Sovret
‘membership.” 817
T other words, it won't happen to- |

ning foreign policy, more or less. Jack
Kemp, among others, was not much
placated.

-Such things don’t gain currency

ports for no reason. The Russians
want membership in the IMF and for -
manths now have been lobbying their -
American contacts for help. They
haye a very good reason: They badly
need money.
 Admission to the IMF coupled
4t with participation in the World Bank,
s Qmewhat equivalent to getting an
improved credit rating. It implies that
if things don't go well for the Soviet
empire, the IMF and World Bank will
< be on hand to help. iy -
" ‘Things are not going well right
" now. The Comecon bloc, which is in
P ;;"_.‘: fact an integrated economic system
: Q run from Moscow, has racked up $127
+ billion in hard-currency debt. The
~‘amount goes much higher if you in-
" clude short-term and interbank debts
- of the Soviet external banks and East
. European borrowers. The three Come-
“/"con countries that already belong to
# the IMF-Poland, Hungary and Ro-
- mania—no longer are viable taps into
Western credit markets for the So-
viets. Elsewhere in the Soviet empire,

Council are to blame for am-,

xem:rt suggesting that Ronald Reagan -

.about to open the doors of the In-
ternational Monetary Fund to Mikhail
Gofbachev. Yesterday, the White

and pop in and out of government re-

served us well even,

 those policies. The post-war era is coming *

o an end and uncertainty is beginning to

“infiltrate what seemed only yesterday to
“be solid principles. ¥t « s
¢ One of the most critical challenges to
leadership is to read. the signs that an-
nounce the status quo has outlived its time.

act hap-_|. Established habits of thought always tend

ivof a process that' we already have.
. 'seen at work..The Soviets would offer

orrow and the President still is run- - small political concessions to Western

governments. in. return for still more
. financing. As new Soviet missiles are
“"deployed there will be future counter-
“parts of the redundant SS-20s to be
bargalned away. There will be new
_ plays on the credulous hope that the
" Russians will some day pack away
their centuries-old_imperialist habits
and settle’ down to quiet domesticity.
- And to the extent that Western banks,
“investors and ‘corporations become
~more deeply engaged as lenders, the .
~Russians will have new allies in the‘
West with a financial stake in helping
promote such dreams. ==
If anyone needs reminding, Rus-!
sian imperialism is a dangerous and
hateful thing. Its blind nationalism"
finds justification in behavior as petty
as Raisa Gorbachev s insults to her
Washington hosts and as monstrous
as the maiming of Afghan children.
Other than lip service to a withdrawal
from Afghanistan, there is no evi-
~dence of any intent to renounce rlmpe-
rialism. ¥ & BN AR
Further bankrolling of this huge
and unproductive system can only
damage .- the _world ‘ economy. - The
North American, West European and
East Asian economies generate a
large economic surplus, and there is

" fighting the empire’s wars.

_;‘"economic ireform.”.

. Cambodians or whoever—forget it.
" Western banks should have learn

by now the risks of lending large
sums to people who are éssentially un-, -
bankable. How, for example, would _
the IMF go about setting up an adjust-
ment program for the Soviet Union?
Would it require the Soviets to cut
back on the already paltry supply of

Afghanistan, Angola, Nicaragua and
i " #Vietnam are at war and economically
{ .- busted. Cuba is kept afloat by Soviet
‘ },subsidies repaid by Cuban soldiers

‘The empire's chances for becom-
ing better able to pay debts are de
minimus. ‘Even the Russian people,
bound to the Kremlin by a powerful
;; nationalism, find little inspiration in
As for the
“morale_of . Poles, Latvians. Uzbeks, |

~ justification for sharing with less for-,
tunate peoples to bring about a betterl
“and more’ peaceful world. But. if we'
have learned anything in the postwar
era, it has been: that payoffs to. ag»
gressive regimes do not bring peace.
_ They only make the world poorer and
“-create an appetite ﬂfor bigger pa
offs. "RIBIEINER

- to prevail over the candid recognition of -
{*emerging realities. What is involved is not -

ihey confront ﬂf“' %
‘ture that subverts the raisons d'etre of '

ces. [
" Ger: |
- futu
f toa |
ﬂon:
Lone. |

}\

a failure of intelligence—or even a weak- X

-ness of will—but a deficiency of imagina-
tion, that rarest of faculties in any leader-
ship. It is rare because it is not usually
very important. But it becomes crucial at
precisely those moments when its absence

. is most critical-moments that represent

turning' points in the evolution of policy. At
such moments innovation, not coping, is
the order of the day. % . -
Changing and Not Changlng :

Its absence is most evident today in the
case of our relations with West Germany,

'|""the linchpin of NATO. The INF agreement

. has removed from German soil a major
"deterrent against Soviet aggression—nu-

‘#| ' clear missiles capable of reaching the So-

‘viet Union itself. True, those missiles had

i'._ been put in place only a few years ago, in
" an effort to persuade the Soviets to dis-
“mantle their medium-range missiles tar-

geted at Western Europe—an effort at per-
suasion which, to everyone’s astonishment
‘and the dismay of some, has been suc-
cessful. So, in a sense, nothing has
changed. After all, the probability of a

~ German government permitting those mis-

siles to be launched, therewith ensuring
the nuclear annihilation of the German na-
tion, was always closer to zero than
NATO's generals would admit.

-Yet, in a sense, ‘everything has

" changed. For the Soviet Union now seems

to have come to the conclusion that nu-
clear intimidation will not work against
Western Europe, and that a radical re-
structuring of the nuclear threshold is to
its advantage. As a result, the INF agree-

ment opens the door to negotiations over .
‘. the.
,"weapons now dotted around Germany. '

-ishort-range battlefield “‘nuclear’

‘24 The German government finds itself in
‘a quandary on this issue. There is no doubt

i that the German people are very uneasy

"about these weapons, especially if they are

it 'to be used as NATO doctrine prescribes,

1n case of a successfu! conventional attack

D

oo at
'fu

super
, gettin
Wi
“turn? |
socanof |
mit it
might
for in
troops
Germ:
clear : |
many. |
Germa |
whilel l

Wha
reachec
foreign
nate its

This
man go'

“ 1 ‘governn

Way ba
hope—u
_~viet agg
a Soviet
the Ger
overheac
of those
ians is ¢
5 But n
~_such sce
- commit |
- Germany
~ expected
% the sake ¢
~.Union ac
SUS, itw

. IMF membership f [or'the Sovi ts is

3 ‘erously by . the_So-called "pragma-
! tists" of the’ Reagan administration.
It is a new claim:on the incomes and .
‘savings earned by hard-working free |
- peoples. It's nice to know.that the’
Reagan White House has no present
plans to bestow this unearned reward.

It could avoid future scares by paying

‘not a small thing to be proffered gén- 1

closer attention to what people are
writing into its reports

Stanfo‘r: B

.goes on trial at Stanford University today.
Most predict it will lose. # %7

A Faculty Senate debate is to bring to a
head a bitter dispute over Stanford's West-
ern Culture course—this university's ver-
sion of the Great Bool\s pmgr\m The

Westarn (T4 -

R |

<The_ intellectual herltage of the West.

dropped.
discretio
straint b
women, |
Moreove!
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