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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

May 31, 1984
Bud:

As per yo - request, attached is the
memcon on our breakfast mee Lng at » 4
Feldstein's. This represents as
detailed an account of tI proceedings
as I could muster from hastily : ibbled
notes under the table. If ything, I
erred on the side of detail, as this was
a very important session that will help
guide us through the troubled months
ahead. I hope it is useful in dealing
with this issue in London.

[

Best of luck and warm wishese.

9

Ve, /L
Roger L, >n
/7
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allied cooperation and cohesion makes things better for everyone.

Let's turn now to the summit. You've had several briefings
on these, and I won't be technical about it. The point I made at
the beginning is relevant. And that is that this summit ought to be
compared with the situation, economically, as it existed in Ottawa.

You may recall, at that summit, the President was rather
a lonely voice in pointing to the im; :tance of placing our emphasis
here and abroad on inflat! 1 and sto} .ng it; as well, on policies
that contribute to that -- such as, reducing government spending, and
rec ir the role of government in the marketplace.

But I think if you examine, yourselves, the evolution in
thinking in other summit countries since that time, you'll find that
there has been, in truth, an evolution in their thinking towarad these
same policies, focusing upon inflation and structural change --
structural change being, reducing the role of the government in the
ma i nent of the economies in both tax policy and government spending.

In short -- it's working. Statistically put, in Ottawa,
the average inflation rate in the seven summit countries was 10 percent.
The average growth rate was 1 percent. And today, the projected
inflation rate for seven countries of the summit is about 4.5 percent
for '84, with growth rates, on average, above 4 percent. So the trend
has been very good.

Apart from marking that -- what is the intention at this
summit? The central intention is this: to acknowledge that it is
wc¢ <ing, and that our a 1da must be how to sustain it, number one,
and how to spread it, numper two,

MORE
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more broadly to other countries, particularly developing countries.

So, sustaining and spreading economic recovery is the
central purpose. The requirements of sustaining and spreading
the recovery involve basically three policy areas. It involves .
continuation of an adjustment process, both in developed and developing
countries, and I'll treat that further in a minute. It involves our
continuing ability to manage the international debt situation so
as to maintain a viable international financial framework which will
facilitate growth in developing countries and, finally, to continue
to work toward freer trade.

I'm going to touch for just a moment on adjustment.
What are we talking about here? These -- Basically, adjustment
problems involve efforts to remove impediments to the marketplace.
By impediments to the marketplace, I mean an excessive role of
government by regulation, by taking too many taxes or too much in
taxes and in an aggregate sense the need for the public sector to
become smaller.

Right now, the combined total of federal, state, local
spending in the United States and Japan is averaging about 35 percent
of GNP in out two countries. However, in 'the other summit countries,
that consumption of GNP is running more than 45 percent. Now,
for the recovery to be sustained, we've all got to try harder to
get less government consumption of the GNP.

With regard to the international debt situation, the
message that we will be carrying to this summit is basically that
the five-point strategy agreed upon at Williamsburg is working
and ought to be continued. I won't dwell on them, but you recall
that the five points were basically that the debtor countries had
to continue serious efforts toward adjustment themselves -~ reducing
subsidies, reducing public spending in their discourse with the IMF
and other lenders.

We had to increase, secondly, the resources disposable
within the IMF. And we have done that. But as we resolve problems
on a country-by-country basis, thirdly, the IMF must continue to
lend, and banks -- commercial banks -- must continue to lend.

And they have.

But where there is a temporary need, before IMF
agreements can be concluded, fourthly, that there has to be enough
flexibility in our system to provide bridge loans. And we have.

But, finally, the greatest promise to be able to --
being able to overcome the debt situation is for recovery to pull
these countries forward by allowing them to expand their exports.

And, in fact, we have done that. The United States imports from
debtor -- LDCs last year increased by $9 billion. And, as a footnote,
while it's a separate issue, the United States imports from developed
countries -- our summit partners. Industrialized countries increased
last year by $11 billion. And that has a relevance in a different
context we may get to in questioning -- that is, the deficit. And
we'll talk to that,

But no ons can deny that an important factor -- the
central factor -- and the improved recovery positions of our sumwit
P tners has been the United States' increased imports of their goods,
which has accounted for a third or more of their recovery in the past
year.

Trade -- freer trade. I think the value of that is
self-evident. The problems to it have been twofold: Number one, the
tendencies in times of austerity toward protectionism. And thus
far, we have resisted that. There've been some setbacks, but on the
whole we'll be carrying the message again that we have to continue
to avoid protectionist measures, whether they be domestic content
or other sectoral protectionist problems.
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We handle these things on a case-by-case basis as --
and make judgements based upon how we see the situation in the
area. And we believe that the steps we've taken are adequate for
the moment.

MR. SIMS: Thank you very much.
Q For Kuwait to defend herself?

SENIOR ADMINISTRATION OFFICIAL: In the overall
sense what we hi @ dc e is gc ¢ Jh for the moment.

THE PRESS: Thank you.

END 3:33 P.M. EDT



NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

June 4, 1984

Don,

As you are across the street, I did
not put you down for concurrence.
would like to dacom this out to Bud
tonight if at all possible. If you
have any problems with this
evaluation, we can meet tomorrow
morning.

Y

Many thanks.

N

A
Roger W/\Robinson

I

Q,
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MEMORANDUM

NATIONAL SECURITY COUNCIL

ACTION June 21, 1984

MEMORANDUM FOR ROBERT C. MCFARLANE

A
FROM: JACQUELINE TILLMA I IGNED
CONSTANTINE C. MENGE \‘b"\/
ROGER W. ROBINSON;{\%@/
SUBJECT: President Reagan's Response to Seven Latin

American Presidents about Economic Problems

The State Department has asked us urgently to process the
attached . :ters from the President to the Presidents of
Argentina, Colombia, Mexico, Brazil, Ecuador, Peru, and
Venezuela. These Presidents wrote to President Reagan and
. the other London Summit leaders asking that the London Summit
consider the Latin American debt problem.

State has requested that these letters go as soon as possible.
NSC, Treasury, and State coordinated and concur on the letter.
Speechwriters concur as well.

RECOMMENDATION

That you sign your n 1rorandum to the President at Tab I.

g
rd

Approve d Disapprove

Attachments

Tab I Memo to the President

Tab A Letters to the Latin American Presidents
Tab IT State's memo of June 18, 1984

IIT Incoming




