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- The Outlook

Rapid and sustained OECD recovery is critical to the process
and access to industrial country markets must be maintained in the
t = of increasing protectionist pressures. The U.S. expansion
has already had a dramatic effect on Latin American sales to us and
in general, we can expect widespread LDC export gains this year and
next. On the other hand, interest rates have risen and although
the extent and duration of these increases is uncertain, it is
likely that average interest rates paid by LDC borrowers wil be
higher this year and next than in 1983. Nevertheless, comp: d to
the crisis period of 1980-82, world economic and debtor country
performance is much better. This su jests that the general
principles of our debt strategy remain realistic.

We are now entering another phase in which various nations
are at different distances along the road to adjustment. 1In
Latin America, for example, Mexico is the most advanced and
Argentina and Bolivia the furthest back. The London Summit
Communique recognized this new reality by endorsing the concept
of multiyear rescheduling for countries such as Mexico that
have made the best adjustment, look as if they will continue to
follow sensible policies but continue to have very heavy debt
service obligations. We are in the process of working out with
other governments how this approach might be applied in the
Paris Club for government and guaranteed private credits and
the relationship of government rescheduling to private bank
rescheduling.

Another important next step is increasing the awareness that,
as countries strive to cope with their debt burdens, they need to
re-examine their policies towards direct ! reign investment. Such
investments provide not only needed capital and technology, but also
stabilize capital flows and improve the management of external debt.
The major debtors need to become less dependent on credit.

In this evolving situation we must be alert to new problems
and seek to adapt the application of our basic strategy to new
pr¢ lems as they arise. But whatever changes that prove to be
necessary should be made in a manner which strenghtens the inter-
nat: 1al capital market.
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OFFICE OF THE SECRETARY OF THE TREASURY
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\,_./ WASHINGTON, D.C. 20220

APR 2 _ 1984

MEMORANDUM FOR CRAIG L. FULLER
ASSISTANT TO THE PRESIDENT
. FOR CABINET AFFAIRS

Subject: Welcdming Address by President Reagan
to the World Bank/International Monetary
Fund Joint Annual Meetings.

The World Bank and the International Monetary Fund
will hold their Joint Annual Meetings in Washington again
this year, from September 24 to 27. The President has made
a brief welcoming address to this gathering in 17 of the 22
years that the Meetings have been held in Washington.

We recommend that President Reagan again address the
opening session of the Meetings on Monday, September 24, at
approximately 10:15 a.m.

The Fund and the Bank are the free world's principal
international financial institutions, and these Annual
Meetings are attended by finance ministers, central bank
governors and representatives of the international financial
community from over 140 countries. There is always extensive
media coverage. Last year's statement by President Reagan
was very well received. Another apprearance before this
prestigious group would provide a further opportunity to
reaffirm the United States' leadership role in, and continuing
commitment to, international economic cooperation.

Should the suggested time conflict with the President's
schedule, another mutually satisfactory time could be arranged.

‘ b
David L. Chew
Executive Assistant
to the Secretary
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MEMORANDUM
NATIONAL SECURI1T CC NC

—FOR-ESHERET ATTACHMENTS

MEMORANDUM FOR DONALD GREGG
FROM: ROBERT M. KIMMITT%

JBJECT: Background Materials on International Debt

Consistent with your recent conversation with Roger -
Robinson, the attached package represents a selective
overview of recent efforts in this area. Roger believes
that the Vice President may find the contingency strategy
paper for the London Summit of particular interest as it
deals specifically with the issue of an interest rate cap
and remains relevant. Roger has also offered to brief the
Vice President and field any potential questions he may

hax Naturally, we would expec these internal NSC
doc its to be closely held and returned to Roger
sul lent to their review.

At{ chments

-FoP—SEERET ATTACHM™MTS

VL vegiT &Rl CL



e T T T RT TN, TR

LRI

5

NATIONAL SECURITY COUNCIL

July 10, 1964

MEMO FOR PAUL THOMPSON

Paul,

We have received a request from Don
Gregg for recent memos that provide an
overview of the debt crisis and

sf cifically an interest rate cap and
the present state of play concerning
the issue of financial conditionality
versus national security. The Vice
President has been involved and
interested in this issue. We want to
follow established procedures to be
able to provide this selective package
to Don ASAP. I will be in touch for
your guidance on this question. Many
thanks.

Roger Robinson

M ATTACHMENTS
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SIGNED

ACTION

MEMORANDUM FOR ROBERT M. KIMMITT

<
FROM: ROGER W. ROBIN{ 1 ™~

SUBJECT: Briefing Materials for the Vic President

Don Gregg and I discussed providing some background materials
on international debt. Don has been direct s engaged in our
recent efforts to identify an appropriate process to deal
with special requests for foreign assistance and is a firm
su} orter of our recommendations to date. In discussing

this procedure with Paul Thompson, he recommended that we

use our established format to transmit these internal -
documents.,

RECOMMENDATION:

That you approve the transmittal of these internal memos to
Don Gregg with the understanding that they are closely held
and returned to me after their review and that you sign the
memo to Gregg at Tab I.

Approve !& Disapprove
Attachment
Tab I Memo to Don Gregg with attachments

UNCLASSIFIED with
—LRR—SEERET- ATTACH

w02 fir/2012
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MEMORANDUM
NATIONAL SECURITY COUNCIL

August 21, 1984
{
UNCLASSIFIED
with . CRET ATTACHMENT

Il o TION

— v

MEMORANDUM FOR ROBERT C. MC RLA]

FROM: DAVID G. WIGG%}@
ROGER W. ROBINSO
SUBJECT: International Debt Update

Attached per your request is the latest update (Tab
the international debt situation.

Attachment
Tab I International Debt Update

cc: Menges
Sigur
Sommer
Cobb '
Wettering

UNCLASSIFIED

with ATTACHMENT
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OFFICE OF THE SECRETARY OF THE TREASURY
WASHINGTON, D.C. 20220

September 4, 1984

UNCLASSIFIED
ATTACHMENTS)
MEMORANDUM FOR OVP - MR. G, PHILIP HI
STATE - MR. CHARLES HILI
DEFENSE - COL. JOHN STANF(
AGRICULTURE - MR. RAYMOND LET!
COMMERCE - MRS. HELEN ROBBI]
OMB - MR. ALTON G. KE}
CIA - MR, THOMAS B. C(
USTR - MR. DENNIS WHITI
NSC - MR. ROBERT KIMMI
OPD - MR. LEHMAN LI
CEA - MR. WILLIAM A. ?
FED - MR. EDWIN M. TRI
AID = MR. MARK L. EDEI
EXIMBANK - MR. WILLIAM H. DRAPER, III
Subject Interagency Group on International Economic

Policy (IG-IEP)

on Thursday,
Main Treasury L1 be

wasw L wamwTImisg e

1. Argentina
2. Mexico
3. Venezuela

Attached are discussion papers on Mexico and Venezuela.
The paper on Argentina was distributed prior to the August 21
meeting.

( Qﬂuufﬁ\

Christopher Hicks
Executive Secretary and
Executive Assistant to the Secretary

UNCLASSIFIED
(co

ATTACHMENTS)

udan 02 [izf24
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MEMORANDUM FOR OVP -
STATE -
DEFENSE -
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COMMERCE -
OMB -
CIA -
USTR -
NSC -
OPD -
CEA -
FED -
AID -
EXIMBANK -
Subject Interagency Group on
Policy (IG-IEP)

MR. G. PRILIP HUGHES
MR. CHARLES HILL

COL. R. J. AFFOURTIT
MR. RAYMOND LETT

MRS. HELEN ROBBINS

MR. ALTON G. KEEL

MR. THOMAS B. CORMACK
MR. DENNIS WHITFIELD
MR. ROBERT KIMMITT

MR. LEHMAN LI

MR. WILLIAM A. NISKANEN
MR. EDWIN M. TRUMAN

MR. MARK L. EDELMAN

MR. WILLIAM H. DRAPER, III

International Economic

Attached is a paper from Assistant Secretary Mulford which
provides an update on international debt issues.

S

Christbpher Hicks
Executive Secretary and
Executive Assistant to the Secretary

UNCLASSIFIED

(With Copfidermtfal Attachment)
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(SEE 875 OF 44 SEP)
(HREREWITH RERUN 827 OF 15 SEP FOR TREASURY PER YOUR REQUEST)

CARTAGENA CONSENSUS COUKTRIES ISSUE COMBUKIGQUE ON DEBT _

PY150448 BUENOS RIRES NOTICIARS ARGENTINARS IR SPAKISH 8021 GNT4S SEP
34 '

(EXCERPTS) MAR DEL PLATRs 14 SEP (NR) -- THE 14 COUNTRIES DF THE
CONSENSUS OF CARTAGENA TODAY STATED THAT "R DIRECT POLITICAL
DIRLOGUE® WITH THE INDUSTRIALIZED COUNTRIES "IS NECESSARY:® AND
THAT IT “SHOULD BE HELD DURING THE FIRST HALF OF 1985.° '

IN R JOINT DECLRRATION ERTITLED THE MAR DEL PLATA CONMUNIQUE,
NHICH WAS READ BY ARGENTINKE FOREIGN MINISTER DANTE CAPUTO AT THE
CLOSIKG OF THE 2-DAY MEETING HEREs THE 44 COUNTRIES RATIFIED THE
YALIDITY GF THE CONSENSUS OF CARTAGENR AND EXPRESSED °"COKCERN OVER
JHE LOSS OF THE SENSE OF URGENCY AXORG THE INDUSTRIALIZED COUNTRIES®

_T0_SOLVE THE FOREIGN DEBT PROBLEN. '

THE TEXT OF THE DECLARATION READS RS FOLLOWS:

*THE FOREIGK AND ECONOKY MINISTERS OF THE SIGNRTORY COUNTRIES OF
THE CONSENSUS OF CARTRGENAR MET IN MAR DEL PLRTA ON 13 AND 14
SEPTENBER 1984:

"1, THeY RGREED THAT ALTHOUGH R SEYERE DESTABILIZATION OF THE
INTERNATIGNAL FINANCIAL SYSTEM HAS BEEN PREVENTED SO FARs THE
PROFOUND FOREIGN DEBT CRISIS PREVRILS.

*THEY EXPRESSED CONCERN GVER THE LOSS OF THE SENSE OF URGENCY
ANONG THE INDUSTRILZIED COUNTRIES REGARDING THE CONSENSUS OF
CART..__... RESJLL, audl,

"IN VIER OF THESE EVENTSs WHICH MUST BE LOOKED RT FROK R BROARD
POLITICAL STANDPOINTs THEY RATIFIED THE INPLEMENTATION OF THE
COKSENSUS OF CARTAGENARs REITERATED THEIR SOLIDARITY COKCERKING THE
LATIN ANERICAR FOREIGN DEBT PROBLENs AND REAFFIRMED THEIR
DETERNIRATION TC CONTINUE THE CONSULTATIONS RS OFTEN RS THEY MAY BE
NECESSARYs WITHIN THE FRAMEWORK OF THE CONSULTATION AND FOLLOK-UP

" MECHRNISNS.® ' .




o

-+ "2, THEY NOTED THAT THE RISE IN INTEREST RATES THAT OCCURRED SOON
AFTER THE CARTAGENA MEETING ENDED AGGRAYRTED THE NEGARTIVE )
CONSEQUENCES OF THEIR ALRERDY EXCESSIVELY HIGH LEVEL.. ALTHOUGH o
THERE HAYE BEEN KO MORE INCRERSES SINCE JUNEs THE STRBILIZATIOR OF .
FHOSE RATES OF INTEREST RT THE PRESENT LEVELs WHICH SURPASSES
{1STORICAL LEVELSs HINDERS ‘THE IMPLEMENTATION OF ECONOMIC PROJECTS
IND KEEPS RALIVE FOREIGN AKD DONESTIC INDEBTEDNESS PROBLEMS THAT MAKE
INPOSSIBLE THE RDEQURTE MANARGEMENT OF THE REGIONS DEYELOPMENT
POLICIES. THIS POINTS UP THE URGERT NEED FOR THE IRTERRATIONAL
COKNUNITYs THE GOVERNMENTS OF THE IKDUSTRIRLIZED COURTRIES

" ESPECIARLLYs TO TAXKE ACTION IN ORDER TO BRING THE REﬂL IKTEREST RATES

.DOKR T0 RERSONHBLE LEVELS.

*3, THEY STATED THAT THE ECONOMIC RECOVERY IS STILL CENTERED IN
SONE DEVELOPED COUNTRIES AND THAT RESTRICTIVE MERSURES ARE STILL
BEING INPOSED IN TRADE AND FINANCIAL SECTORSs ARDYVERSELY RFFECTING
THE DEVELOPHMENT. PROSPECTS OF HOST COUNTRIES IN THE INTERNATIONAL

CONNURITY.

*4. THEY OBSERVED WITH INTEREST THAT DURIRG R RECENT KEGOTIARTION
OYER THE RESTRUCTURING OF R DEBT» SOME OF THE PRINCIPLES ON MATTERS
OF TERNSs COSTSs AND CONDITIONS ANKOUNCED BY THE CONSENSUS OF
CARTRGERA WERE PRONMOTED. -

+ "HOWEYERs THEY RSSERTED THRT IT IS VERY INPORTANT TO CONTIKUE THE
SEARCH FOR PERMANENT SOLUTIONS BY DISCUSSING THE BRORDER ASPECTS OF
THE FOREIGN DEBT PROBLEM TO FULLY SRTISFY THE OBJECTIVES ESTRBLISHED
BY THE CONSENSUS OF CARTARGERR ARKD TO COKPLY KITH THE SBCRIFICES
BEING MRDE BY THE DEBTOR COURTRIES. . !

: *s. THE? ﬂSSERTED THRT: EXCEPT FOR SPECIBL DECISIONS:
PROTECTIOHRIST TERDENCIES AND OTHER RESTRICTIVE MERSURES HRYE
IRTENSIFIED.” THIS IS INCRERSING THE ARDYERSE EFFECTS THART THESE
ACTIONS EXERT OVER FOREIGN CURRENCY INCOME FROM EXPORTSs THE RBILITY

. TO IMPORTs THE POSSIBILITY FOR SERVICING THE FOREIGK DEBTs RND THE
PROSPECTS G- THE DEVELOPMENT PROGRANS OF THE COUNTRIES OF THE AREA.
THEY ALSO KOTED THAT THE SHORT-TERN COHHERCTBL CREDITS HRYE NG, p;;J
RESUHED AT THE RDEQUATE LEVELS. . . :

'6. THEY REITERATED THEIR CONCERR OVER THE FACT THAT THE
RDJUSTMENT EFFORTS MADE BY ONE SIDE HAVE NOT MATCHED THOSE MARDE BY
THE OTHER SIDE. THIS IS V"7 COMPATIBLE WITH THE FARCT THAT BOTH
DEBTORS AND CREDITORS SHARE THE RESPONSIBILITY IN THE SEARCH FOR
SOLUTIONS TO THE DEBT PROBLEN. . '




**7. _THEY REAFFIRMED THE VALIDITY OF DIALOGUE RS R FACTOR FOR
UNDERSTANDING. OR THE SPECIFIC ISSUE OF INDEBTEDNESSs THEY RSSERTED
THRT A DIRECT POLITICAL DIALOGUE IS NECESSRRY TO FULLY UNDERSTAND
THE PROBLEM SO THRE PARTIES INYOLYED CAN REACH AN AGREEMENT.-
THEREFGREs THE USE OF DIALOGUE TO PREYENT MORE SERIOUS SITURTIONS
NITH HARNFUL EFFECTS FOR THE ENTIRE INTERNATIONAL COHHUNITV CANNOT
BE POSTPONED. .

"8. TAKING INTO ACCOUNT THE PREVAILING SERIOUS SITURTION THAT -
KRS BEEN DESCRIBEDs AND CONSIDERING PARAGRAPH 23 OF THE CONSENSUS
OF CARTRGENRs THEY .CONSIDERED IT INPERRTIVE TO INYITE THE
GOYERNMENTS OF THE INDUSTRIALIZED KATIONS TO 8 DIRECT POLITICAL
DIALOGUEs WHICH SHOULD BE HELD DURING THE FIRST HALF OF 13835, :
FOLLOWING THE NECESSARRY CONSULTATIONS MADE IN DUE COURSE RITH THE
GOYERNKENTS OF THOSE COUNTRIES.

*9, THEY REPORTED THE AGREEMENT RCHIEVED BY THEIR COUNTRIES
REGARDING THE FORTHCONING MEETINGS SCHEDULED AT REGIONAL AND WORLD
LEVELS., THE IKITIRTIVES AGREED UPONs RS AN EXPRESSION OF THE
CONSENSUS OF CRRTAGENRs WILL BE SUBMITTED IN ALL RPPROPRIRTE FORUNS.

*40, THE NEXT MEETING OF THE CONSULTATION AND FOLLOW-UP
NECHANISN WILL BE HELD IN THE DOMINICAN REPUBLICs DURIKG THE FIRST
QUARTER OF 1985, OR WHENEYER SOME SPECIAL EVENT DEMARNDS.®
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