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con;

- Experience to date indicates that the U.S. cannot obt:’
strong assurance of its conditions through negotiations on agenda
and procedures in New York. There is little doubt that the
central issue of the specialized institutions' integrity w: 1
have to be refought repeatedly on virtually every individual
trade and financial 1issue.

- The Cancun preparatory process illustrates that ont
U.S. conditions are enunciated and ac¢ »ted, they inevitably
will be eroded over time, either ‘' tentionally or ° r ove sight.

- Agreement to a post-Cancun effort to pursue Global
Negotiations will be construed as a f£ii1 : commitment by this
Administration to GNs. A subsequent decision to back out of
Global Negotiations then would be portrayed as this Administration
1 1eging on one of its "commitments" rather than reversing the
previous Administration's policy.

- A decision in the Spring of 1982 that our conditions for
GNs could not &' met might set off a negative r¢ :tion ong
the Group of 77 that would damage our efforts to obtain
participation by the LDCs in the preparation for the GATT
Ministerial in late 1982.

- In a formal sense, thes conditions could be easily met.
Except for a "clean slate" on draft texts, the conditions
specified are largely identical to those of the previous
Administration.












I. The framework for the United States overall approach to
development issues at Cancun should be that long term, non-
inflationary growth der 1ds upon (a) adoption of appropriate
¢ estic y .icies by developing countries; (b) mobilization ¢
internal (private sector) resources which constitute the vast
majority of production; and (c) recognition that external resources
‘generated via trade, investment and capital flows are more
important than official development assistance for most countries.
11. The basis for this framework is that external resources play
a comp! nentary role in promoting economic growth and development.
For example:
-- Gross Domestic Investment accounts for about 25% of

0oil importing LDCs Gross Domestic Product while external

capital flows were approximately 3.9% of GDP (1980),

implying a contribution of only roughly.15% of total

investment;

-- 1In 1980 exports ($52.0 billion), net private loans

($36.9 billion) and net direct investment ($8.6 billion)

combined to provide all LDCs with external resource of

$97.5 billion, compared to total official development

assistance of $21.7 billion.

-- Private medium and long-term commercial loans to oil

in 1970 to $27.5 billion in 1980, increasing from 37%
to 50% of total net capital flows; ODA's share of total

net capital flows declined from 34% to 29%.



















Seeking a re rgetic ‘T wentation ¢“ Woi1 "1 T ak

graduation policy and act lerate movement of borrow
from soft to hard loan World Bank windows to allow
greater concentration of the Bank's resources on the

countries most in need.

-8







Investment

Increased investment in developing )untries, in response
to market forces and commercial incentives, can greatly he. »
those countries' economic growth. It is essential to creace
an overall economic and political environment conducive to

yth domestic and foreign investors. Conversely, an excessive
tax burden, unnecessary regulation, d uncertainty as to host
government behavior can stifle a pot tially productive invest-
n 1t climate, particularly for foreign sources of capital.

Therefore, a major element of the U.S. approach to encouragii
development on a market-oriented basis, one aimed at augmentii
the flow of private resources, is to encourage a wide variety of
possibilities for improving the investment environment in LDCs.

-

-

Tha 1M1.S. Record

The United States has in the past been a major provider of
priv e investment « »ital to developing countries:

o In the period 1976-78, U.S. investors supplied 47 percent
of the $9.6 billion of OECD country direct investment in
LDCs. This co jares with 13 percent from the United

Kingdom, 11 percent from Japan, 9 percent from West Germany,

4 percent from Canada, and 3 percent from France.

o At the end of 1976, the stock of U.S. direct investment
in developing countries was $43.1 billion, or 50 percent
of the OECD total; this compared to 13 percent for the
United Kingdom, 6 -percent for Japan, 7 percent for West
Germany, 4 percent for Canada, and 6 perc 1t for France.
By 1980, U.S. direct investment in LDCs had risen to
$56.2 billion, about one-fourth of total U.S. direct
investment abroad.

0 U.S. banks intermediate a large share of commercial bank
financing to LDCs, accounting for 40 percent of out-
standing claims on LDCs at the end of 1980 from the BIS
reporting area.

-_ . . - e

investors and reduce perceptions of risk to those investors. There
are several avenues for improving the investment climate incli Lng:


















ATTACH A
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COMMODITIES, TRADE XND INDUSTRIALIZATION

The United States is committ | to an open world trading
system which will provide all countries an opportunity »
strengthen and diversify.tﬁéir ( momies. Trade can provide a
strong engine for growth both in developed and developing counffies.
Increased exports lead to an increase in productﬁon,\employment
and development. They likewise lead to a greater integration
and influence in the world trading system.

The United States recognizes the important contribution -
made by trade in spurring econc .c activity in many developing
countries and we provide the largest market for imports from
these nations. Export earnings often provide the primary source
of funding for development. They are al > vitally important for
fi incing imports of food and other bésic necessities. The
United States is committed to continue efforts designed to ensure
that developing countries are more fully integrated in the
international trading system and are able to derive incre¢ sed
benefits from it.

¥ are committed to a strengthened multilateral trading
system as embodied in the GATT. 1In that regard, the United
States is ready to work closely with its developed'anq‘develéping
country trading partners to.prepare for a GATT Ministerial in 1982..
_ 5 Ministerial will lay the groundwork for greater libe: lization,
;;rength, and discipline in the international trading system.

One important focus of the Ministerial' efforts will be the

increased participation of developing countries in the GATT







system on the basis of growing benefits and responsibilities.
Aci”’ participation in the GATT will give developiﬁg countrit¢
the best means to influence.the evolution and management of the
international trading system.

Commodities account for more than half the export earnings
of those developing countries which do not export petroleum.
The United States recognizes the important role that commodities
play in the economic development of many countries, and cooperates
with producers and consumeés in a good number of commodity )
organizations. The key to revitalized commodity markets, however,
is a healthy international economy and as we restore growth

worldwide over the next several years we can expe . commodity

export earnings to increase substantially.



















Con:

The developing country bloc is skeptical about the
GATT's responsiveness to LDC trade concerns.

The nature of the proposed trade initiatives does not
lend itself to quantifying the Iditional resources
that the LDCs will earn as a result of strengthening
the GATT.
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Future Approaches

Technology has a role to play in aiding developing
countries to meet their food needs and much of our aid will be
directed to providing the technological wherewithal. However, -*
it is clear that technology super-imposed on an economic
structure which does not allow the market to allocate resources
will fail to achieve the goal of greater self-suffi¢ 7 and
furthermore, could be destabilizing and harmful to the

rvelopment process. We intend, therefore, to emphasize the
absolute necessity for market-oriented policies and the
creation of the infrastructure to permit markets and entre-
preneurship to lead the way.

Within this context, our agricultural assistance programs’
will continue to aim at increasing food production and produc-
tive rural employment. Those programs will be desig 1 to
provide a catalyst to move the rural and agricultural sectors
of dev loping countries toward the p:*vate money economy and
to provide incentives for private inaitiative under fre market
conditions. The result will be rising agricultural productivity,
self-sustaining capacity for research and innovation, and
stimulation of employment-creating entrepreneurship in rural
areas.

To accomplish these objectives:

- Food and agricultural product on must be
profitable. We would therefore encourage
LDC economic policies which: (1) reduce
or eliminate subsidies to food consumers;
and (2) provide adeguate and stable price
incentives to the agricultur: sector to
increase production.

-~ New emphasis will be placed on innovative
joint research and development activities
undertaken through U.S. and LDC institutions.

-- Grea?er emphasis will be give to rural
credit, improved storage and dietvrihytion

- The U. . should insist that recipient countries
ad0p§ a market-oriented agriculture policy, which
permits prices to find their own levels without
production or consumption subsidies.
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progr , U.S. policy phasizes the following:
new fuelwood/reforestation programs, especially
research and development; an evaluation network
to help determine the most attractive and
economically viable applications of the new
technoYdgies; and consultative group meetings
to foster increased international cooperation.

Training -- Plans for intensified energy train:
prvyram for technicians from developing countr:
are being examined.
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VI.
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Your advisers seem to differ on both: (a)

the political

guestions as to the effects one or another of these
options would have at home and ' road; and (b) the
nractical onest+icsne gs to whether or not one or another
UL Linese OpuiCus would best advance your international

development program.

PARTICIPANTS

Secretary Haig
Seci1 :ary Regan
Edwin Meese III
Ambassador Brock
Ambassador Kirkpatrick
James A. Baker III
Michael K. Deaver
Richard V. Allen
Martin Anderson
Richard G. Darman
Craig L. Fuller
David R. Gergen

PRESS PTAN (White House photo only)

SEQUENCE

Mike Deaver has been coordinating the preparation for the
Cancun Summit. Once the ¢group is assembled, Mike should

be called upon to lead-off the discussion.

would then be as follows:

The seqguence

3:00 2aver Introduction
3:05 Regan Summary of program being developed
: in Cabinet Council (for information
only)
3:15 Haic Inzroduction of "Glcbal Negotiations"
Issue
NEXT STEPS
Your reactions and guicdance will ¢ rve as &a rasis for
] 1
cr Dreraratorv _consulteations
>

further staff work -- and

with foreign governmen r tTo Cancun.





































































