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;::,urnrnary 

I. There are four main themes for this XCSS: 
\\\h, ,..__ 

c~ . (a) Trade 

_, 

~\~ . ·u S . . . . h th·' OECD -- Stress .. pr1or1t1es 1n t e run-up ~o e 
Ministe~ial, .. Versailles Summit and GATT ministerial. 

(b) East/West 

Overcpme resi.stance to OECD work in this general area. 

Engage our OECD partners on rhe Polish situation and 
U.S. sanctions. 

'(c) Energy Security 

Informally raise shared-OECD interests, including 
supply and demand of primary energy_ resources. 

(dJ North/South.Dialogue 

-~·we face a damage limitation exercise, expl~ining the 
U.S. stand ori·Global N~gotiations, post-Cancun~ 

0 m 
~ 0 

~ !;: 
C, ~-I a -::.._"-! iii 

rA rl~ 
... ~~~ 

(1) Ose the XCSS as a forum to broaden· the d1scuss1on on ~- ~, 

II. Our main objectives .aie to: 

trade a?d other_ issues a~dressed at ~ey Biscayn~. We.~ant ·t? · , 
report co our·OECD partne=s .on.Key Biscayne and·expla1n_ our 
i~t~rests in· managing shareJ OECD _trade prdblems. We also ~ant· .. 
to comment on the latest draft·of the OECp trade-stu~y and 
provide guidanbe to the Secre~ariat on the future cif the OECD's 
work on positive adju~tment policie~-

(2) (Restricted.seisions) Share with our OECD·partners the 
.· .. U.S. assessmept of the Polish situ·ation,· to .help maintain•·. -,. : . .· 

~·: ;•·~•·;;..;-✓•:• .;•.~·- ·'fnbmenfurr( 'f r·orr(~ HA1'0 J.Mfrii·i:;•fe t·f~l\'~ _v.:·, '•t,i:-;;: •. :.~,. •.", ,;/, .. ,;,~, , ,-t-::,· ::.: . ·-. ~;.. ";'/:~";:.-,a');:,,:.;•.,~•;-•-~·•·t•'-~·-·~"= ~•\""', ,:...,;..,.., 

C 

(3) ·_. (Corridors and restricted sessions) Lobby for He.lga 
Ste~g, our·preferred candidate to succeed van Lenn~p. 

III. Potential Problems 

On East/West, there is consid~rable reluctance among 
neutral countries in OECD to sustain a work program on 
East-West economic problems.. Van Lennep has expressed interest 
in revitalizing this wo~k program and we should follow his lead 
at the XCSS. 

The work on positive adjustment policies has received mixed 
support.from-the OECD mernb~rs. It may be difficult to achieve 
a cor:i,serws on continuation of this wo:rk beyond next ·Ju_ly. 

IV. Other Considirations 
. . 

-Many of the key ·issues will•be discussed in restricted· 
sessions, i.e., other members of your delegation will not be 
admitted .. There may be some· bruised egos unless a role can be 
found for Messrs MacDonald and Waldmann. 



.. 

RH Intro 

-- I am going to ask Ray Waldmann to address this 

agenda-item, but first will you permit me to go somewhat 

far afield and make a few remarks on the wider issue of 

adjustmnet, particularly as it affects international 

flows of goods, services and capital. 

-- Somewhat later in this meeting, we will discuss 

the Secretariat's Study of Trade in the 80s, a study 

commissioned by Ministers last year. We will also have 

an opportunity to hear about the Organization's work 

on International Investment, in particular the national 

incentives and disincentives which may influence investment 

flows. 

-- These three items - Positive Admustrnent, Trade 

Policy in the 80s and International Investment - are not 
. ... 

unrelated. In fact, taken together they suggest a provo­

cative theme _which we may wish to develop for considera­

tion at this Spring's Ministerial. We have long past 

the day when trade barriers, particularly tariffs, were 

primary sources of revenue for governments. Trade barriers 

are, in effect, a means to insulate a domestic activity 

from international competition. Put another way, trade 

barriers mask the adjustment process which would otherwise 

be required of domestic industries, or other activities. 

3 



DEPARTMENT OF STATE 

BRIEFING PAPER 

EXECUTIVE COM.~ITTEE IN S~ECIAL SESSION. 
January 21-22, 1982 

SCOPE PAPER 

SETTING 

The OECD/XCSS meeting, taking place .against the backdrop of 
continuing recession and €he recent military-crackdown in.· 
Poland, provides a significant opportunity for communication 
and coordination between the U.S. and its OECD partrters. 
Discussion at the XCSS will btoaderi the forum for trade-and 
other issues- ad~ressed ~t K~y Biscayne. ~twill provide a· 
useful step in.the key sequence of meetings to help manage 
shared OECD problems this··year: _the US-EC Ministerial in 
Washington next month, bilateral talks with Japan, the OECD 
Ministeri13-l this_ spring, the Versailles Summit, a·nd the GATT 
Ministerial. 

The situation in Poland requires close coordinatiori and 
consultation_among _the Western countries involvedj We want to 
demonstrate to the Soviets and to ~he Jaruzeliki regime llnkage 
between the existing v.iolation _of the Helsinki accprds and · ·_ 
normal East"-Wes.t· economic -i·nterchange ·and develop·ment·. The EC. 

·Foreign Ministers recently issued a strong ·condemnation of-the 
military crackdown in Polana.- NATO Ministers agt~ed bn-a 
common position·and also.decid~d to brief the-.non-NATO allies 
on their January 11 com.,mnique_. The OECD/XCSS provides yet 
another forum (with a wider membership) to address this issue • 

.. ~;;;·•~:~:;·•ri:~~:,:.:.,..,:,";)..:/~~~-:-_OE~I? ~-~coriomy _~is ~>stJll .-.-in .. r_ecessi.on, :---~Jt.?.c:ru_gp'.· ·~.p~_~,-~-fQ.l:.S:l't<_~·:i''-'~f,,',;.<~-:-~,:·~~~),·.-
- -- may Have been-reached and a modest recovery (two .. percent -_ · 

increase i~ non-US OECD growth) is foreseen £or 1982. · Some 
Europe~n leaders, notably Chancellor Schmidt, continue to worry 
about the effects of the current recessio•n. on the industrial 
democracies. Unemployment in Europe is expected to rise over 
the next eighteen months to.about 10 perceni of the labor 
force. This bleak situition, partly iesponsible f6r the 
deteriorating international trade environment, points up the 
need for closer consultation and cooperation in coming months 
if we· are to avoid a new era· of protectionism. · 

U.S. OBJECTIVES 

There are four main themes for this XCSS: 

(a), Trade -- this· is an important opportunity to emphasize 
US priorities in the run-up to the Versailles Economic·.summit 
and the GATT Ministerial, specifically: 

DECLASSIFIED . 
- CONF 

GDS 0 
ENTIAL 

15/88 
BY 

NLRR b1--0f I 'liS1Pf ~ 
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need to avoid protectionism; 

improvement of the export credit arrangement;. 

definition of the trade agenda for the 19BO's; and 

the need for positive adjustment• 

(b) East/West -- We want to overcome resistance t'o OECD 
work on East/West issues. And, we want to engag~ our OECD· 
partners, especially·non-mem~ers of NATO, on the situation in 
Poland. Specifically; we aim to: 

cpnvey our assessnent of Poland's current 
economic/political s ·ituationi 

discuss of recent US measures against Poland and the 
USSR; 

{c) Energy Security -,- The XCSS proviC:1es an opportunity 
.to help ~hape the discussioQs for the.IEA and.OECD Ministerials. 

(d) No~th/South Dialogue -- We face a ·aamage limita~ion 
exercise·which tak~s into account discussions in the January 
12-13 OECD North/South group, including continuing concern · 
about US stand on Global Negotiations, post-Cancun. 

. . 

5 

An elaboration of the· above obj·ectives, key~d to individual · 

J~~ .. r· --:.:,_.~;~-.~.'=W:. 11~1~,"-~ ~~J!l-$..f~...,'~~ 8.+it9..~i;;•~:·-i. ·-::Vci·~~'~:~:;~_ ~: .. -:;;, ,;-'· ::.~1,/·:.:::z, ·~.',l;.-;,,.~.~~-;t,;· ~-.:: ,._. •.t:1,;·•~-::. ~~:::~, !J;~;.-j,•;':/.~~1 ·;s•:. __ ·; ... - •_1 ,.ti~~-i 

Reoort o~ the Work on·Po~itive Adj~stment Poiic{es (PAP) 
. . 

· As the Pres~nt phase of th~ organization's work on PAP-
winds~~at needs guidance . on the disposition of • 
the ~2' s r:e;vorVand the direction and institutional . 
locus bf the future work program ~ithin the organization. 'This 
item is expected to be controversial since several OECD 
countries, including France, would like to see this troublesome 
exercise td go away. W~ seek to: 

-- gain acceptance that the PAP work be absorbed by each 
part of the OECD a~cording ·to.its specialization; and, most 
importantly,· 

-~ plant_ the idea at the G-6 dinner that the PAP 
"political statemerit," to be made at the 1982 Ministerial, 
will both sound an alarm about the current threat to the 
maintenance of open international trade and in~estment 

-N'l'IAL 
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.. 
' --.i:_-~_:-..:. 

.. 
systems, and call for an--expanison of tntern~tional talks, 
possibly in the GATT, on these issues. 

The.Trade Study 

Followin~ the recent Royaumont restricted meeting- on the 
"trade study" mandated by the 1981 OECD Ministerial, delegates 
will be asked to com.i-nent on.the Secretariat's latest draft. 

Our objectives· are to: 

-- shape the stuay so that it is·acceptable to us and our 
major trading partners, as a basis for a common approach to 
the GATT Ministerial; ~nd 

discuss infernally with tbe Secret~riat and key trading 
partners ·follow~up to the-study, including practical work 
programs and p6ssibl~ organizational a~rangemen~i. 

North/South Dialogue 

Discussions on the proposed Gl6bal Negotiitions will ~esume 
in January in_the -U.N. OECD members.~ill w~nt t6 ~iscuss the 
·state -of play o-n th is i ssu·e, part·icularly in ligh·t of the ·· 
January 12-13 OECD North/South Group-meeting. 

, Our ge~~ral-objective in t6e OECD is to seek support for 
the priorities and five principles fo~ positive actiori 
announced by President Re~gan at the Cancun Summit. If time 
permits, we should point out the need ·to consi~e~ fur~her 

1:i•;;.;,::r~,'«;,,~s-~l;)iSt:.c;!..I?,.tJye:-..~-~<;.R~~>1pt,~.-P:~-,.tt~~.~e-~-.-:r.::~~~J~n~-.<-~-~r~_tP.~:.•+.I!l~Prt;~,S~;:;.f?.~.:.~!i:·~ .. i;~~ .. ~:';~ .. ~:..;r,::\,: 
econorn1c interdependence. Food and agr 1culture, ·.:.._trade, · · · - __ · 

.. 

\ 

investment .and economic assistance are functional· issues we may 
want to stress in~his year's OECD Ministerial. Wit~ respect 
to Global Negotiations, we should re-a-ffirm U.S. willingness to 
engage in a new preparatory process on the basis of-the -four 
understandings expresse~ by the President. ai Cancu~. 

Reoort on the Work of the Committee on International Investment 
and r1ultinational Enterorises (CIME) (r.estricted session) 

We want XCSS endorse·rnent of the expanded _CIME and Trade 
Committee work program adopted as a result of our initiative at 
·the Octob·er XCSS.· At; 'that time, we asked that the OECD accord 
ongoing work on investment incentives and disincentives higher 
priority. We should ~sk for a report on work ac~omplished at· 
the next XCSS • 

CONFI~NTIAL 
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Distortions to Trade through Financing (restricted session) 

Chairman Paye requested this item, possibly to deflect 
attention ·fiom the export credit arrangement. We have three 
main objectives: 

-- reiterate our opposition to export financing practices 
which dist~rt market forces; 

-- stress the importance of further improvements in the 
Arrangement.on Guidelines for Export Credits, aimed at reducing 
the subsidy elementr and 

-- prevent others (possibly the French) frcim turning 
attent~on away from the Arrangement or .linking it with other 
trade questions. 

East-West.Economi~ Relaiions (restricted sessi6n) 

Th~ U.S. had first asked for this discusiion, simply·to 
update work done on our 1976 East-West initiative. However, 
the Polish situation has intervened and: v~n Lennep hopes to 
have a -~ub-tantive excharig~ of views on the political/ 

· economic aspects of that sitciation~ · 

• At the Bureau dinner (January 21) and Heads of Delegation 
lunch (January 22), we should: 

-- discuss, for the benefit ~f non-NATO countries, U.S. 
~~-t; ,• .. :,:.:,v•;._.~,ine~ial:l;r~~-s .. X!i.,~.l},- :re.~P .. ~.P-~_.};i:.-?.?.lPJl~- an_q __ ~h_e ___ UfSR;_, . . . . . _ .. 

' • "}I,,- ,.,.., ••• :.'••.-'•: -• .:-" • w., ~~ ...... , ....... P ... ~ ..... ., .. .:i:;•:,'"',· ., __ (/'J••:"_~-~·r.\•"•'~·toA,.•~.-~;4:•~.:.•: ... ;.!.._., .{":.t!-~<::--:-~~..,_._~~1M";""•/;~~_;~-.~1,;":";r~.,•;;,.;.·.t:~:.._: '-';,-..,.:_-.._!li,,~i":;;-<: 

-- repo~t on action taken at the_Januaty 14 creditors 
meeting; 

-- seek support for energizing OECD's work.on the main 
issues in economic and trade relations ~ith the cen~rally­
planned economies (such as East European-debt, subsidized­
credits East European role in GATT and other. international 
economic organizations); and 

--. discuss how th~ XCSS might handle East-West issues in 
the future. 

Other business 

Discuss possible agenda items for. future XCSS meetings, 
including: 

CONFkENTIAL 



Update on OECD i~vestment wor~; 

East-West economic issues; an·a 

. . . 
... ";'I(\~~-. J:· :"'. :,.- ::;~-~ ...... •::~;,::t-"".:':~k-; ........ · ..... / : .. ·.,. __ .1· 
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U.S. OBJECTI°VE 

DEPARTMENT OF STATE 

BRIEFING PAPER 

ELECTION OF THE CHAIRMAN 

To support the re-election of Jean-Claude Paye as XCSS 
Chairman. 

ESSENTIAL FACTORS 

The OECD Secretariat has informed us that the election of 
the XCSS Chairman for 1982 is to be proforma. The Secretariat 
knows of no candidates other than the present chairman, 
Jean-Claude Paye. 

TALKING POINTS 

-- THE U.S. SUPPORTS THE RE-ELECTION OF JEAN-CLAUDE PAYE AS 

XCSS CHAIRMAN. 

10 
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DEPARTMENT OF STATE 

BRIEFING PAF>ER 

OECD EXECUTIVE COMMITTEE IN SPECIAL SESSION 
January 21-22., 1981 

PLENA~Y . ,AGENQA, 

1. Election of the Chairman 

2. Adoption of the Agenda 

3. Report on the Work on Positive Adjustment Policies 

4. The Trade Study 

5. North/South Dialogue 

6. Other Business 

'. :•··· 
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U.S. OBJECTIVES 

OEPARTME;NT OF STATE 

BRIEFING PAPER 

Positive Adjustment Policies 

As a result of a decision by the 1979 OECD Ministerial, a 
Special Group of the Economic Policy Committee (EPC) on 
Positive Adjustment Policies (PAP) was formed to manage · a two 
year investigation of structural adjustment issues. We seek to 
wind-up this work in a satisfactory fashion. To do this we 
need: • 

-- To affirm that the Special Group will go out of 
existence in June 1982, and that no other Special Group will 
replace it; 

-- To gain acceptance that the PAP work be absorbed by each 
part of the OECD according to its specialization, with the 
Council -empowering the xcss · to coordinate the efforts of the 
specialized committees in pursuing a work program on PAP and 
requiring a periodic review of PAP activities by the XCSS; and 

-- To plant the idea, at the G-6 Dinner, that the PAP 
"political statement" to be made at the 1982 Ministerial will 
both sound an alarm about the current threat to the maintenance 
of a free and open trade and investment systems, and call for 
an expansion of international talks, possible in the GATT, on 
these i'ssues. 

ESSENTIAL FACTORS 

~.;,:.; ~'.-:)_•·-::,::;~~~.-;.::n{.;.-.',ThE:f:.ma:naate-· -'of~··: the:--.PAP··· Spec ia:l> Gi:-0up; ~:itl~·-e·xp ir:e .:.f:n~ -~µne ,:,,ii:: ::.,·.· 

1982. This will mark the completion of the second phase of the 
PAP work. We favor allowing the mandate to expire at that 
time. So far, most delegations share our view. 

There has been preliminary discussion .within OECD on the 
possible locus for future work on this subject. The Special 
Group has performed some excellent analyses of the problems of 
implementing policies -designed to promote efficiency in highly 
political sectors. However, efforts at getting this work 
released to the public have met with strenuous objections from 
other member states and, in certain instances, from ourselves. 

Van Lennep and most delegations believe a PAP coordination 
and control role should be assigned to one committee, 
preferably the EPC. EPC Chairman, Murray Weidenbaum, does not · 
want it in the EPC -- he thinks scarce Secretariat resources 

CONF ENTIAL 
GDS 01 18/88 
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could be better applied to other endeavors. While the Industry 
Committee might be a logical choice, that Committee is viewed 
as weak and ineffective. The Trade Committee already has a 
full menu of work, notibly the Trade.in the 1980's Study. All 
the other committees are too narrow in focus. 

Given_ these problems, plus the original goal of PAP, which 
was to develop an analytical framework for future analyses 
conducted· by all the OECD's committees, we do not favor 
continuing PAP work by any Special Group or charging any one 
committee with taking the lead on PAP issues. The Council 
should empower the XCSS to provide leadership, as needed.· Each 
committee should use the lessons learned from PAP when 
investigating structural issues. The macroeconomic 
implications could be studied by the EPC's Working Party One. 

The OECD Secretariat hopes to produce an "opus" on the PAP 
experience, entitled·the Final PAP Report. Whether the 
Secretariat ever publishes such a document is not of critical 
concern.to us. What is important is the substance of the 
"political statement" on positive adjustment that will be made 
by the 1982 OECD Ministerial. The U.S. is now drafting a 
proposed political statement which will: 

13 

-- Sound the alarm that structural adjustment issues have/· 
proven very difficult to deal with, and that fai~ure to solve ✓ 
these problems will threaten the maintenance of our free and 
open trade and investment systems; -and · 0 ✓ 

-- Call for an expan.sion ;f international negot~ations, notf · 
just among OECD countries, on all forms of trade and investmen · 
issues. 

t•: :.r;~~.;;:.,·.~:-i-..-·;:;-H:*:iW-~-h,~y~·z.;-~ v.~,_1 ~ h.~~e;:r ~~;!-'~};._9jQ 9-·., _a.:,. t:i:r .§}f~:· 9.F~,t-: Rti;~ h;i,P,•:P9J ! tAP.P-.tf?~.-: _¢,.,·.~:'i°"'J•t=• .• ·:4~ 
statement so as to make it as forthcoming ·as possible. Some · · · 
OECD members are trying to solve pressing domestic problems 
through various adjustment schemes that have an adverse effect 
on the international trade and investment systems. Our goal is 
not to lose the ground gained through the 1978 Ministerial's 
PAP political statement -- the Positive Adjustment General 
Orientations. We aim to avoid regression and, perhaps, even 
expand upon that base. We hope to circulate our draft 
political statement to G-6 capitals in late January. 

CONF"i.pENT I AL 
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TALKING POINTS 

-- We would like to reconfirm what was agreed upon at the 

November 1981 PAP meeting: the Special Group's mandate will be 

allowed to expire in June 1982. 

-- This does not mean that the organization's work on 

positive adjustment should end~ rather, we favor charging all 

committees of the organization with incorporating a 

consideration of positive adjustment into their work programs. 

-- Moreover, w_e ask that the Council empower the XCSS to 

coordinate the efforts of the various committees in pursuing an 

active PAP work program. 

{For your use at G-6 Dinner only:) 

~; j sch.:: s W: e: :: n::n:: r::: :::::gt: :m: :::/: n: ::::::::lb:: 5 

:: :::: • ) _,·' 

in turn, can seriously distort trade and investment patterns. 

IY 

-- We realize the difficulty we have had in dealing with / 

politically sensitive issues such as textiles, telecommunica- / 
_-.;,·, · ,: !· ~ i· t:.:-....;·: • 4< 1 ·,(,' :-"' "- .: :·: :'I( f•:::~ ...... • \, ,=:. ,. ··t.:s. '-.· • · -:.,,_~·;•-•· •'· .> ,;,~- ·~-:.'.·. ~-'7 ••" -;~ : • .-J. :-:r .,:,·::,, .• ,- ,,~ :-t..:-• ... ,.:. ,. ·.· .... - ;•;,'.-.,~-.; ~ :Y-~- :-.,,,. ~,'L;i.,j · · :..,,.,:. ·t--

l tions, and ~overnment support for pro~i~ing in-dustrial · / 

( 
\ 

I 
activities, in PAP discussions. / 

-- We think the PAP political statement that will be made 

the_ 982 Ministerial is an excellent opportunity to sound a 

alarm about the growth of these and other sophisticated 

economic distortions. The political statement should also 

recommend ways to deal with these problems. 

-- We will prepare a first draft of the PAP political 

statement in .order to stimulate discussion. In late Ja~uary we 

hope to circulate it to you for your comments and suggestions. 
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DEPARTMENT OF' STATE 

BRIEFING PAPER 

Report on the OECD Trade Study 

US.OBJECTIVES 

To shape the Trade Study in a way that will 
make it acceptable .to us, and to our major OECD 
trading partners, as a basis for a common approach 
to the GATT Ministerial. 

ESSENTIAL FACTORS 

Secretar:y General Van Lennep's draft study, 
"Issues to be Addressed in the Trade Field in the 1980's", 
was discussed in a restricted meeting at Royaumont in 

·December, and will be distributed at this XCSS meeting 
for review by delegations and by the OECD Committees. 
The final study will be submitted to the OECD Ministerial 
meeting in May. 

US representatives (Under Secretary Rashish, 
Ambassador MacDonald}offered comments on.the paper at 
Royaumont, drawing on the scope paper attached at Tab A. 

In presenting the draft to the XCSS, the Secretary 
General is expected to invite general comments, and 
subsequently to focus discussion on the following topics: 

. . . . . . . . -- The inter-relation between trade and adjustment . 
, . .,, . · - . - -.. . ·' ·· . · . · . ··' · b, d ' l . ' ff . t· • • · . . . 
· ·;; ''·'1-' :i:•,->,,.~.-.!;:,,;,:-~:fi: ::_:,-,,.;:-,,t'.!-.,(.7~,~•~Jr1..:,',.~:PJ.;O ~~E?-::':az:i · ,-~a_c..;;_o-;;~cpnomi9..:J::~9- :tc. 3,es .. cl. • _.:.-~-es .• J;.ng>'c;• :$;;. ::-.r,;~-;,.t.)";.; :_.,:•t., 

inflation, unemployment, interest rates; real 

~ 

wages and productivity (paragraphs 28-43 and 
52 of the Study). 

The view that the dividing line between trade . • 
P?lici~s and_m~ny dornesticall~~orient7d micr/i~ / 
economic policies have become increasingly /V 
b!utted, and the question as to wbe~re ·. 
systematic attention needs to be paid to 
potential distorting effects on trade of such 
policies. (paragraph 46-58 of the Study}. 

Trade in relations with the developing 
countries, including ways of. encouraging their 
development through trade policies and of 
convincing them of the benefits of the market 
system as well as ways of bringing them into 
the system (paragraphs 74-76 of the -Study}. 
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The Royaumont meeting did not come to definite 
conclusions·on any of these · issues. A summary 
of the Royaumont discussions,· prepared by our 
OECD Mission and based on conversations with the 
OECD Secretariat, is attached at Tab B. 

TALKING POINTS 

-- We welcome the Secretary General's draft. The 
Secretary General's draft of the .Trade in the B0's Study 
focuses attention on major trade issues, and will serve 
as a source of ideas to be drawn on in preparing for 
the GATT Ministerial. We encourage members to take an 
active part in committee work on the paper. 

If there is a substantive discussion of the draft, 
the Delegation can make. the following points: 

-- While we support the idea of increased coordination 
between trade and general. economic policies, the discussion 
of the inter-ielatibnship of these policies is unsatisfactory. 
The links that the paper suggests exist between the interna­
tional monetary environment .and trade developments are not 
necessarily causal or injurious. 

-- Trade relations with developing countries should 
be . given additional emphasis in the Study. It could 
identify some specific areas in which common interests of 
developing and developed countries provide a basis for 
negotiations. For example, the paper might discuss 

. . . prospect~ for achieving a reduction in LDC trade and 
-\~--';-"~,~~;~·~::,,;..;~ :,:i," ~-,;.~•(iriv·estment• .... ba-rri;er-s--:·iri-"-.·exchange·Yfor~imp:boved·' '.a_cces·~C,•t(f ,-; ,"r/!-_;;~,-,,,. ·. -

DC markets. 

( 
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SUBJECT : USG SCOPE PAPER ON SECRETARY GEl!ERAL VAt{ LEUU[P'S 
DRArT NOTE 011 TRADE ISSUES FOR THE t98GS 

1. TR~DE POLICY SHH COl1MITTH APnovro THE FOLL_O\/ING 

GUIDAWCE (TPSC 31·173 REV. ll FOR. DISCUSSICtl Al t£SAYE DE 
ROYAUnOHl, DECEMBER 12·211. ADCITIONAL ERl[flHG MATERIALS 
\/Ill EE HAtlD CARRIEO __ BY AtlBASSAOOR HACOOIIALD. 

2, BEGtll TEXT: TITLE: SCOPE PArER QUOTE ISSUES 10 BE 
~ooars~ED tH THE TRADE FIELD IH TH[ l980'S [HD CUOTE. 
A. IM RESPOUEE TO THE OECD COUUCIL OF MINISTERS ' REQUEST 
10 O[V(LOP A PROGP.At\ or STUOY 1/ITHIH THE OR~AlllZAllON ON 
TRADE IN THE !Ste•~. SECRETARY GENERAL VAN LE~NEP HAS PRE· 
PARED A DRAFT HOT[ SETTIHG OUT THE M£1H FEATURES or lHE 
ECONOMIC, SlRUCTURAt AIIO INSTITUllOMAL SETTING IH 1/HICH TH[ 

TRADIHG SYSTEM VILL BE OPERATIIIG Ill THE 1sao·s. 

9 JlD 

ClAHI.IJ . . 
lltC£·0Il 

or· I C·B7 
ICAE·DD 

UJ dlULe ltltGHAM 
SlAH 331519 

.£ , u. s. OBJECl IVES 

_ THE U.S. OBJECT"lVE AT THE ROYP.UtlDIIT tl[Elll!C SHOULO B( 10 
arc tu' TO SH~PE TH[ M[HU OF s·uBJ[CTS ALOIIG t lll[S OF IIIHR· 
EST 10 THE U.S. THE GOI.L HER[ IS TO DEFEUD U.S. llllE~EST'S 
\/HILE L ISTEtllUG TO THE OBJECTIVES AIIO PRIORITIES or OTHERS 
VITH A-VIE\/ TO EUILOING A COlltlOI/ UUUkSTAtlDII/G OF THE 

ISSUES , Ill OTHER \/OROS, THE ROYAU MOUT HEETIIIG IS HOJ 
LIKELY TO LEAD TO A GROUI' B cc:1srn::;u: OH SOLUTIOtlS TO OUR 
TaADE PROBLEMS, BUT HAY AT L[AST fC?oE A COHl:IO!I U!IDER-
STAIWIHG or I/HAT THE Rl(.Hl OU[STIOtl~ ARE. THUS, THE 
SECRETARIAT'S DRAFT IIOTE IS 1101 ltH£ t:OED TO PROVIDE UNI· 
FltD AIJSI/I RS, BUT TO STll!ULATE THOU(.HT AIID OISCUSSIOI/ BY 
CECO ll!MB[RS. THE U. S, IIOULD L IH 10 HIGHL tGHT OUR PRIOR· 
ITY ltlT[~ESl tN IUVESTMrtlT, AG~ICUL TUR[ AIJD TRADE 111 
S[RVICES. (SEE FURTHER 01scus:;10N Iii AHl!EX, PP. 111, 11, 
12 RESPECTIVELY.) 

VAIi LEII UEP KAS SUGGESlEO lH Al THE ROYAUtlOtlT MEETING BE 
DIVIOEO INTO THREE SESSIOII$, THE FIRZT DCALltlG 111TH OUOTE 
TRADE, G[I/ERAL ECOllOMIC POL ICl[S AIIO STRUCTURAL CMAIIGE EIID 
OUOTE, THE ~ECOND 111TH OUOTE·IIEII AIIO OLD OUESTIO:ts FOR 
TRADE POLICIES El/0 OUOTE, AUD TH THIRD VITH QUOTE THE 
PROCESS OF ttlTERIIATIOIIAt COOPERATIO:! OH TRADE ISSUES 
mo· QUOTE . 

A. TRACE, GENERAL ECOIIOMIC POLICIES AUD STRUCTURAL 
CHAii GE 

IH TIIE FIRST SESSIOII, THE U.S. DELECATIOtl 11AY 1/ISH TO 

EXPLORE APPROACHES 10 »ORTH-SOUTH TRADE ISSUES, FOR EX· 
Ar.PL[, Pl<RllCIPl\lllS COULO o,i;cuss po;;1e1 E IBAtlt·OH~ 
BETIIEEII THE ACCEPTAUC[ or OBLIGATIONS lBlllDIUG or RAHS, 
ELIMffirrnni Of ARBITRARY LIC[IJStHGl BY ADVANCED LDCS AND 
REOUCTIDII OF OISCRIHIUAllOIJ AGAIHST THEM (E.G., SELECTIV! 
SAF[CUARD , J BT O[VHOPEO COUIHRIES, THE flR~T SE SSIOlrlS 
A[SO EXPECl(b to INCLUDE A DISCUSSION or THE POSSIBILITIES 
or CLOSER INTER UAl IOIIAL COOROl:tAT 1011 or D0tl£ST IC ECOIIOlllC 
POLICIES, (SPECIALLY POl lCIES HAVIHC A SIGIIIF ICAIH Jl1PACT 
ON EXCHAIJGE RATES. II[ AGRE[ THAT OO~EST IC POL I CYtlAr.tRS 
SHOULD TAKE INTO ACCOUNT THE INTERIIATIONAL IMPLICATIOIIS OF 

19 

THEIR ACTIONS, 6UT DOUBT THAT THE DEGREE or COORDINATION 
B. THE PURPOSE OF TH IS Er.[RC I.SE IS TO IDENTIFY TME tlO:iT, . . , ., . • . . . ... :...111[. .0[~1>. SJIIDV.··.SUGG(S.T.S,.n •FEAS.tBlt'.•· _,I: ·J:.;,-:,·.:~ .!-~/•,t\.C::.; > · ·<•• .. ,·· ;"'I:•'!-··, 

• , • ,. • • •• • , • , • • , • • •. - -.. . ·' : · . .. '! . • .• --,- 11 · :\"' ":;- . . ~ ;•~f..:,~ ... , ~ .. -. , ·., .... . ~ ... • • 
~:-.• ~: •-> ;.!~~J;' ·~illBOlj'HlllT"IUTUR! TllAllf-~Atro :rR11ot··R£LAl{lf•1~surs·roR·a RE-' -~ ' 

,. PORT TO OECO t11NISTERS BY MAY l9a2. IT IS EXPECTED THAT.OH U.S. PARTICIPANTS MAY 1/ISH 10 STATE OUR SUPPORT FOR POSI· 

( 

SOME or TH[S[ ISSUES I/ORK Vilt COIITIHUE IH ANTI.CIPATIOU OF 
TK£ ,ATT IIIHIHERIAl.; OTHERS I/Ill REM:\111 01{ THE O[CD AGENDA 

FDR YEARS TO COME , 

C. YAN LEIUIEP IIAS PRODUCED A DRAFT NOTE: CUCH ISSUES TO 
BE AOOR[SS[O 111 Tl!E lRAOE FIELD IN THE l9SO'S mo OUOTE 
FOR OIS CUSSIOtl I.T lHE R[STRICHD OECD HHTIUG TO BE HHD 
AT A6HYE or ROYPUMOIIT, DECEMBER ·!8·20. SPECIF IC u. s. 
COMMENTS ON THIS DRAFT ARE ATTACHED IN AN AHIIEX TO THIS 

P~PER. 

O. lHl PURPO•E OF TK[ ROYAUMOtll HEE Tl UC ' i; TO OBHIH f I RST 
REACTIOUS TO THE l[CKETARIAT'S DRArT NOTE, SPECIFICALLY: 

Ill GUIOAIIC( ON IIHETHtR TH[ RANG[ 0~ ISSUES AUD OUESTIONS 
COVERS AD[OUATELY THE MAJOR PROStEtlS THAT CAM SC FORESEEN 
FCR TKE l!tO'S; AMO 

(2) SUBSTAHTIV[ DISCUSSION or SOIi[ Of THt MORE IMPORTANT 
I SSUEl, 

I -· 

TIVE P.OJU SlM[IIT POL rein . THIS \/ORK IS HOlEO IN PARAS. 
34 - 36 Of THE SECRETARIAT DRAFT 1101[ . AS THE SECRETARIAT 
POINTS OUT, 00Hl5TIC MH,URE5 ARE OFTEN COt1PlE11£11TED BY ·• 
OR A SUBSTITUlE roR -- TRADE NtASURES. THE DIVIDING LIHE 
6ETIIEEH TRADE POLICIES 1.110 MOST OTHER ECOIIOMIC POLICIES 
HAS er COME I NCR[ AS I NGL y BL URREO. THE COIIS[OUEHCE HAS BEEN 
A LOSS OF TRANSPARENCY. THE U. S, 1/0ULO LIKE 10 SEE THE 
\IORK or THE CECO ' S P0,1TIVE AOJUSTM!tH GROUP PUBL !SHED ~110 
\/ANTS THE O[CD TO COUlfHU[ THIS ACTIVITY FOLLOVIHG THE 

EXPIRATION or THE GROUP'S HAIIDATE IH JULl 1982. \IE VOULO 
1/ELCONE DISCUSSION OF TH IS MATTER AT THE ROYAUr,OtlT tlUT· 
ING. 

B. tlEII AIID OLD OUESTIOHS 

THIS ECLECTIC SESSIOII, 1/HICH COVERS SECllOHS IV·YI OF THE 
ORAFl NOTE, IS DESCRIBED BY ~AH LrnHEP AS RELATING TO 
PRACTICES, COUNTRIES AIID ACTIVITIES THAT HAY NOT BE 
ADEOUATELY COVERED BY EXISTIUG TRADE RULES, · SPECIFIC 
COMr.tHTS OIJ THESE SECllOtlS ARE PROVID£D Ill TH£ AHIIEX 10 

THIS PAP(R AHO Ill THE BRIEflttG BOOK~ FOR THE HEETl~G. 

SUBJECTS lll<ltll DESERVE SPfCIAL "HEUTIOU AR[ JNVE$TMENT PER-

DECi.ASSiflED 

NLRR0\2rt)fl 7'-~qtJ · 

sv CeJ f;~r ~t. ~"~vr:-t(/1~ It> 

L ~L "U"SE""· """"""' .,, "' """""'"M 
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TRAOIUG :iYSTEM. 

C. THE.PROC[SS OF IHTERUATICNAL COCPERATIOU ON TRADE 
ISSUES 

THE THIRD SESSIOU Vlll BE USED TO DRAV CONCLUSIOIIS FROM 
THE EARLIER DISCUSSIONS Al/0 TO SUGG(ST DIRECTIONS FOR 

FUTURE \/ORK. THE RELEVANT ~ECTIOtl OF THE DECO DRAFT IJOTE 
(SECTION VII) COIITAINS OllE ~~t;GESTIOll THAT IS PARTICULARLY 

HOU6LESOt1E. Ill PARA. 101, THE IIOTE SUGG(STS COIISID(RA-• 
TIOH BE GIVEN TO AllOWING CUOTE REPRESEUTATJYES OF COUSU• 

HER GROUPS, OFFICIALS IN_ CHAP.GE OF IIATIONAL COMPETITION 
POLICY, OFFICIALS OF lttTERNATIOHAL ORGAHIZATIONS EttD QUOTE 
TO INITIATE ACTICll UUOER TH( CCU~ULTATIOM OR DISPUT[ 
SETTLEMENT PROVISIO:!:i OF INTERll~TIDI/AL !RAO[ AGREEMENTS. 
V[ £ELIEVE TH(R( ARE SOUflO REASOIIS FOR VESTIIIG THE RESPOII­
SIEIL ITY FOR RESORTIUG 10 SUCH PROCEDURES IN GOVERIIMENTS. 
HO\l[VER, II!: RECOGNIZE THE O(SIHBIL ITY OF GEHERALLY FIND• 
l~G 1/AYS TO INCREASE COtlSUMEP. IN~UT Ill TRADE MATTERS END 

TEXT. 

3. BEGIN TEXT OF AllNEX: TITLE: ANALYSIS or QUOTE ISSUE$ 
TO EE ADDRESSED IN THE TRADE FIELD IN THE !98D'S END 
QUOTE. 

A. INTRODUCTION 

8. Al THE JUNE 1981 OEC~r.lUISTERIAL, SECRE• 
TlRY GE«ERAL URN LEUU(P \/AS IU~ITED TO DEVELOP A PROGRAM 
OF STUDY ON 11AJOR TRADE ISSUES TO SE ADDRESSED IH THE 
198SS. THIS INITIATIVE \/AS DESIGNED 10 IDENTIFY THE-110ST 
111f'ORIANT TRADE ANO TRADE-RELATED ISSUES FOR A REPORT 10 
OECO MINISTERS BY HAY 1982. THE SECRETARIAT HAS PF.[PAR[O 
A llHFT NOTE tOENTlrYlllG sor.E OF THESE ISSUES. TKE-
ROYAUMONT HEETIHG PROVIDES AH INITIAL FORUl1 FOR l~FCRMAL 
DISCUSSION PRIOR TO THE UOIC'S fOR~AL DISTRIBUTION TO lHE 
COUNCIL AHO OTHER SPECIALIZED OECO COHMITTEES. 

C. MAJOR THEMES IN THE PAPER 

D. \/!Ill[ THERE IS 110 CEHTRAL FOCUS Ill TH[ PAPER, ii oors 

STATE 332~19 

THAT CHANGES Ill THE 11/TEP.IIATIOI/Al 1101/EIARY SYSTEM (IN· 
CtUDIIIG GROWTH or THE SYSTEl1 A, t. 1/i!Ot[ AIID GP.01/TH or 
IHTEP.IIATIOUAL INOEBHOll[SSl AIIO THE MOVE 10 MORE FLEXIBLE 

·EXCHlHGE RATE~ ALL HAV[ SIGNIFICAttT [FFECT~ OH TRADE. BE­
YOND CDORDIJIATIOII OF TRADE AIID tlOUETARY POLICIES Al THE 
NAT IC?/Al LEVEL, A r.EY OUE°STIOII THAT IS ASKED IS IIHETHER 
lttTE~IIATIOUAL COOPERATIOlt COULD (OR SHOULD) £E SIREttCTHEU· 
[D TO AVOID UllOULY RIGIO OR VOLATILE [XCHi,11G[ RATES, AIIO 
THUS EASE THE PRODLEttS roR TRI.DE t.UD ll!DUSTRIAL POLICY \/HEIi 
EXCHANGE RATES GET OUT OF L ltlE 111TH TREIIDS IN UIID[RLYIIIG 
C011PETITIVE STREIIGTH. 

111 STREIIC.THElllllG THE 11Ul TI LATERAL PROCESS • THE $ECOlt0 
THEME WHICH kPPEP.RS THROUGHOUT THE PAPER 1: THAT $EVERAL 
RECENT DEVELOrHEUJ; HAV[ UUDER~IG[D lH[ STRE~GTH OF lHE 
MULTILATERAL PROCESS. THESE DEVELCPMENTS IIICLVOE (I) 

TH[ IHCREASED PARTICIPAllOtl or THE lllCS IN THE tRAOINC 
SYSTEM AIID THEIR RELUCTAIICE 10 ACCEPT AOOITIOIIAL RESPCIISI· 
BILITIES ALOIIG 1/ITH TH( ernErtTS or THAT PIIRTICIPATIO!I AHO, 
(2) AN II/CREASED TREIIO TO\lt.RO BILATERAL OR TRILATERAL 

DISPUTE RESOLUTIOII VHICH FALLS OUTSIDE THE MULTILATERAL 
PROCES~. THE PAPER COUTEHDS THAT \IE MUST FIIID WAYS TO 
STREHGTHEH THE SYSTE~, IF THERE IS SUFFICIENT POLITICA} 
Vlll TD DO ~C. 

~) NEED TO ADORES~ TR~OE PR06LEtlS OUTSIDE MAIIUFACTURIWG -
· AGRIC'Jl TURAL, COMMODITY AHO SERVICES TRADE A~[ COMTIIIVALlY 

11Eli11DN[O AS THREE AliEAS \JHERE ADDITIONAL \/ORK COULD BE 
OOIIE •TO PROVIDE EXPAIIO[D INTERIIATIOll~l TRADE DISCIPLINE. 
TttERE ARE VARYING HISTORICAL ANO PRACTICAL REASOIIS \/HY CATT 
RULES FOR THESE SECTORS ARE IIOT AS 1/ELL·OEFlllED AS FOR 
TRADE IN M&.IIUf AC TURES. HOIIEVER, THE PAPER SUGGESTS THAT IN 
THE 1sao·s ADDITIO~AL_OISCIPLIW[ IN THESE :i[CtORS MUST BE 
GIVEN CAREFUL COIISIO(RATION. 

14) CDUIHERVAILING PO\IERS - THE COllCEPT OF QUOTE COUtfl[R• 
VAil iNG POIIH~ HID QUOTE APPHRS tlUMEROUS T.IMES Ill THE 
PAPER. THIS CONCEPT IS USED IN SUGGESTING THAT LDCS AHO 
OTHER POTENTIALLY AFFECTED PLAYERS SHOULD BC IUCLUO[O IH 
BILATERAL DISPUTE :iETTLE11ENT COIISUL TAT I OHS. 11 IS ALSO 
11ENTIOU[O IN THE SUGGESTION THAT CDIISUM[RS, AHO OTHER NON-

• KIGHllGHT CHANGES IN THE IHTER~ATIONAL TRADING s_ysTEM,AK_D:; . , • _ ~.- .... ~.G~VERWt1~H_T:JN_!I.T,1~_; .,s~~~~o BL~BL.~_-?O}'JRTJHt~T{.,l_~~•J:;'.::(•.t;-:;•:.'f,-.· 
:,.,.;,:r,,.,·t,-.:-;;.:: ':.;~,".:;. T~[..l\;Ef-9;} . .0. '.JlE~£.l.0f,.,Ef.t.EC.T;1_·V£::1\E.SPOHSH·,Ul4)flOSE 0CIIMG£S·, •-~,-~ • ..,.:,~. -~•~ ·.: 1'Uf£-"SETitlt1£Ht 11ECHAHI SH~ 10· BALAllCE" THE HEAVY EMPHASIS ON 
- -~--- ... THE 110ST SIGlllFICAIIT CHAIIG[S \IHICll Al!E ADDRESSED INCLUDE: BUSINE~S, LABOR AllD BUREAUCRATIC INPUTS IN THE PROCESS. 

( 

THE I NCR[AS I NG I NTEROEPEtlO[HCE OF HACRO[CONOMI C AND - TH IS APPROACH TO OUOTE COUNTERVA I LI llG PO\IE R mo QUOTE 1/0UL D 
TRADE POLIClES; THE CHANGING llATUR[ or BUSINESS ACTIVITIES Ll111T NATIONAL GDVERtlM[HTS' CONTROL OVER THEIR DISPUTE 
VITH THE GRO\ITH OF 11ULTIHATIOUAL ENTE~PRISES; 1HE IHCREAS- SETTLEMENT COIISULTATIOUS. TH£ INSTITUTIONAL IMPLICATIONS 
EO VOlUl1£ OF TRADE '111TH THl~O COUNTRIES AIID TIit INCREASED OF PROVIOIUc; COi/SUMERS At-ID OTHER AFrECTEO PARTIES 111TH 
NUMBER OF ACTORS IN THE TRAOIJ:G ~YSTEM (PARTICULARLY-THE COUNTERVAILING PO\IERS AR[ llOT Otscuss~o. 
NEl/l.Y lHOUSTRIALIZEO COUHTP.l[S ANO SEVERll NOH·l1ARK£T -
[COIIOMY COUNTRIES); THE INCREASED VOLU11E OF TRADE IH SEIi· 
VICES AHD THE HEED TO ERIKG :ERVICES, AGRIF 'RADE AHO· 
COMMODITY TRAOE MORE FULLY UIIO[R THE Dl~CIPLIN[ OF THE 
GAIT; AHO, FIi/ALLY, IHCREASII/G CIRCUHVEIITIDN OF THE MULTI· 
LATERAL PROCESS "THROUGH 61LATERALISM AIID . COUIHERTRAOE -
ARRANGEMENTS. 

E. 1/ITHIH TH( CONTEXT or THESE·CHAtlGIIIG PATTERNS IN 
TRADE, THE PAPER OUTL IUES i. HUMBER OF KEY THE11ES: 

fl) NEED FOR A CLOSER LlllK BET\IHU MICRO· ANO MACROECOllOtllC 
POLICIES· THROUGHOUT THE TEXT Tfft~E IS A RECURRING SUGGES-
TIOH THAT lRAOE AIIO IGOUSTRIAl POLICIES CAN HO 10HGER BE 
DEVELOPED IN ISOLATION FROr. 11CIIETARY AHO EXCHAIIG[-RATf 
PDtlCIEt. TKC PAPER COH!Ei.OS THAT /.Tli:MPTS 10 ADDRESS THE 
Tl/Iii PROBLHIS or .MICH ltlFLUIOII AIIO RISING UIIEMPLOYMENT 

F. U.S. COIICCRKS llllH THE PAPER 

G. IN GENERAL, THE PAPER IS A cor.PREHEMSIVE, RELAllVELY 
UNBIASED COMPILATION OF 1:SUES t.UD DUESTIOIIS WHICH FACE us 
IK THIS DECADE. THE EVENNESS OF TREATMENT OF VIRTUALLY 
All 1s:;uES IN TH[ PAPER IS PERCEIV[O TO B[ A 1/EAKilESS BY 
HANY 1/liO HAVE READ 11. HOIIC:VER, IT SHOULD BE UOTCO TH~t IT 
IS NOT THE SECRETARIAT'S HANDAi( TO PRIORITIZE IS~UES, 
RATHER ITS HAIIDATE IS TO IDENTIFY THE TRADE fRDBLEHS 1/HICH 
MUST BE AODRE~SEO AHO ASSIST MEMBER~ IN APPROACHING THOSE 
fROBLEttS. 

H. tHERE ARE SEVER'-l ASPECTS or HIE PAPER IIHICH V[ VIEi/ 
VITH COIICERII. A LIST OF U.S. SUGGESTIONS FOR IHPROVIHG THE 
PAPER FOLL 01/S. 

\iill BE iHt _host IMPORtAUf tulGLt FACTOR IN TH[ [VOLUIION \ _ Ill MONETARY/TRADE llnKIIGES !l'ARAS. 37-141 ·.lllitlE V[ 

or tH.E ~RLD thiilN~ mm IH TH: ism. IT rsr ff{T E.D D\_F I cTAl THEUISE or II/CREASED COORDlllATION B[TIIE[H TRAD[ 
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A~D G[N[RAL [COIIOMIC POL ICl[S, lHE Dlscus:.1011 OF _THE 11/TER• 

RUATIOIISHIP OF 111[S[ POllCIE:. IS ur;~ATISFACTORY. THE -·-· 
llH~S THAT THE PAPER SUGG[STS D.ISl B[l\/EEU TH[ IHTE,R· 
HATIOHAL llOll[TARY [IIVIROllli[IIT AIIO TRl\0[ O(V[l0Pl1[11WARE 

~OT NCC[SSARILY CAUSAL OR IHJURIOUS, AS THE PAPER INOICAl[S. 
YE OISAGRH 111TH m1£ or THE Bil~IC SUGGESTIOIIS HAD( i110 
CEN[RALLY FEEL THAT IT IS IIOT PtRTICUL~RLY USHUL TO PLIRSUE 
THIS COIITROV[RSIAL ISSUE IH THIS PAFER. 

Ul PROOUCllVIT~ AUD REAL \/AGES ~ARAS. 31·331 • THIS 
SECllOH IS UIICL[AR BUT S[[liS TO IHPLY THAT COUNTRIES :.HOULD 
ADOPT sor,[ XIIID OF f-N IIICOMES POL ICY FOR tlAIIA~l~G \JAG( 
RATES. 

(3) IIIV(SltiEHT FEfiFORt\AHCt P.EOUlilEfi[IITS (PARA. 62l ·TH[ · 
DISCUSSION or TRACE-RELATED IIIV[STMEIIT ,~:.UES IN TH[ PAPER 
IS NOT SUFFICIENTLY BALAHC[D. THE OUESTIOIIS Ill THE SECllON 
TCIIO TO EMPHASIZE TH[ POTENTIAL 6EllUITS OF IIIV[SH1ENT ltl· 
C[liTIVES 1/ITHOUT ADDRESSING THE COSTS. II[ BELIEVE THAT 
THE OU[STICIIS SHOULD SE REVISED TO DETERMIHE TO \/HAT 
EXTENT ~11D UIIDER 1/oAT CIRCUliSTAUCES INVESTliEHT IIICEHTIVES 
AND PERFORMAUCE REQUIREMENTS CC~TRl6UT( TO TRADE AIIO 

INVESTMENT DISTORTIONS AHO LE:S EFFICIENT INDUSTRIES. lit 
COlll.0 ALSO SUGGEST lHE AD!>ITION OF A OUESTION SUCH AS QUOT£ 
TO \/HAT OilEHT DO IMVESTMEIIT IIIC[IITIVES AIIO PtRFORHAllCE 
R[OUIREH[NTS P-O~E DIFFICULT![~ FOR TH[ GilOIITH or 1/0RLO 
TRADE ANO THE FUTUR[ OF THE OPEN TRADING ~YSTEM CHO OUOT[, 

(!) ~GRICULTUR[ AUD THE IJITERNATIONAl TRAOIIIG .SYSTEM: MUCH 
REI\AIHS TO BE OOIIE IH EXTEIIDIIIG THE COVERAGE Of INTER-
IIATIOUAL TRAD[ RULES TO /IGRICUL TURAL TRADE. Al THOUGH THIS 

~i IS LIKELY TO BE All AREA OF PARTICUL.AR srn~ITJVITY 10 TH[ EC 
_<-"'_.: . AT THE MONEIIT, THIS llffORt\AL MEETIHG SHOULD E[ UStO TO TAKE r SOUIIOltlGS 011 THE PROSPECTS FOR IMPROVING COVERAGE or AG~I-
\ CULTURE BY THE CATT OR THE CODES • 

. -'.:- _,· ~) AGRICULTURAL COliHODllY STkBILIZATIOH {PARAS. 77· 

I 821 - LA!IGUAGE· Ill TH[ TEXT IIIOICAl[S A PO:ilTIVE ATTITUDE a. TOWARD ADDITIONAL COMMODITY STA~ILIZATION AT A TINE \/HEN 

STAH 332~13 

181 COUIITERVAll lllG POV(RS (PPRAS . 93-971 • f1N EXPP.IIOEO ROL[ 
FOR 1H1r.o PARTIES ICOUliTRIE:; OR IIIDIVi.; !JALS) Ill THE DISPUH 
SEJTLEHEIIT FROC[SS . VOULO . SIGNIFICAIITLY COMPLICATE TH[ GATT 

PROCESS AUD Ill OUR VIEi/ 1/0ULO B[ A SERIOUS MISTAKE. 1~ TH[ 
CASE OF COIISUMER IIIPUT, THE U.S. I\LR[~OY TA~ES COIISUtlE« 
IIHERfSVi IIJTO ACCOUIIT AS A IIORML P~~T OF OUR POL ICYMAKIUG 
rROCESS At/0 6ELIEV[S COliSUl1ER IIIPUT IS IMPORTAIIT , HOll[VER, 
\IE HEL OECISIOllS Oil HOii TO ll1CORPOHT£ COIISUMER Vl[I/S 
SHOULD er A NATIONAL O(T[RMIIIATION. 

(S) TRAD[ It: SERVICES• GIV[II STROIIG U.~. SUPPORT FOit OlS· 
CUS:ilOllS Oil SERVICES, \IE 1/0ULD LIKE TO ~[( MORE EMPH/J.SIS 
PLA.C[O ON ~[RVIC(S Ill THE PAPER. mo i::r,rx. HAIG 

I 
\IE ARE 1/IDELY STATING THE VIEi/ lHAT ADOITIOIIAl PRICE· 
RELATED CONIIOOITY AGRCEMElllS 1/0ULO N[ ITHER BE HElPFUL NOR 
DESIRABLE. \IIIILE \IE AR[ IIOT Ill FAVOR Of PRICE STABll IZA• 

.· TIOH AGHEHEHTS, 1/E VOULO llOT O?POSE AGR£Et\[HTS DESIGNED . • , 

'f. , TO PROMOTE INFORMATION ~X_CHAIIC_E. _AUD .. BtSEl\RCK. All,ll,,P,E-V£~9-tc,. ,.~,;,'-'·", .' . .:,,.'.,:~'-,"1:,_.;:._::.;;,:]~--~'-',) ~;;:,;<--f·'~-.. ·~, .- ,·:·1•·:";:t}~-, ; ~·.•,:_~.~,.:, ~*··1; •'. ~ ~-·; ••~• 11l111:·tici-i'VJTY,:·•:·~,:-.'-' ,·.• •;••·t#.:.,.. ... ,,:;. ··•·,.,_.._ }: •:.~ • . .•. ,. ' . , • ._ ... "'·· . . . . . 

;: 

i • t 
(J 
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j 
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16) AGRICULTURAl "txroRT SUBSIDIES !PARAS. 78, Ill) • 
COVERAGE ~~DER CATT - THE DISCUSSION OF HOii TO IMFROVE THE 
OUDTE IHTE~PEHETRATION [HD QUOT( OF HATIOWAL AMO INTER· 
HATIOMAL AGRICULTURAL MARKETS SUGGESTS THAT ONE POSSIBLE 
SOLUTION MIGHT BE THE LIMITATION or EXPORT SUBSIDIES 111TH 
EVIOEHT TRADE DISTORTING HFECTS. IT IS OUR VIEi/ THAT 
SUCH EXPORT ~UBSIOIES AR£ ALREADY COVER(O UNDER THE GATT. · 
H01/£VER, II( ruLLY SUPPORT THE OEJECTIVE or FURlHER 
STREIIGTHENIIJC THE MEANS TO L IHiT SUCH SUB:ilDIES. 

01 HIGH lECHNOLO~Y TRACE • THE PAPER IS NOTABLY LACXJNG IN 
AN~ REFER[IICE TO TRADE IN HIGH TfCHHOLOGY GDOOS ANO SER· 
VICES [XCEPT AS IT RELAlES TO STRUClURAL AOJUSTHEHTI. 
BECAUSE COUJITRIES NOii RECOGUIZE THE IHPORTAIICE OF HIGH 
TECHIIOLOGY TO GRO\ITH, THEY TEIID TO rOLLOII SPECIAL POL ICl[S, 
SUCH AS TAX IIICEHTIVES, TO STIMULATE THIS CRO\lltt, THESE 
POLICIES HAVE (ilVEU RISE TOPROBLEMS IN HIGH TECHnOLOGY 
TRADE. THE U.S. HAS SUGGESTED Oll IIUMEROU~ OCCASIOIIS THAT 
THIS ITEII 8£ CONSIDERED OH ANY AG£11DA OF lRAO[ ISSUES rDR 

0 THE 1!8CS. II[ STROIIGLY URGE THAT IT BE lllCLUDED IN THE 
PAPfR, 

LIMITED ~ICIAL USE 

JI 
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TO S[CSTATE 1/ASHOC IHMEDIATE 7003 
lllFO AHcllBASSY BRUSSELS 

USM[SSION GENEVA ~ 

--:_0 NF 1/, N T I Al SECTION Dl OFj{; PARIS 3SS87 J 
USOECD ~--"" 

BRUSSELS PLEASE PASS USEC 

DEPARTHENT FOR E-UtlDER SECRETARY RASHISH 
EB AND EUR/RP[ 

USTR FOR AMBASSADOR HACOOHALO 

E.O. 12065: _GOS 12/23/87 (AMBASSADOR A. KATZ) OR-ti 

TAGS: ECON, ETRD, OECD' . 

SUBJECT: SECRETARY GEtlERAL VAN LENNEP'S RESTRICTED 

MEETIHG AT ROYAUMOIIT - SECRETARIAT NOTES 

OH MEETING 

R[F: STATE 332519 

0"-""-- \ COllF~TIAL (ENTIRE TEXT) 
: .-.·_··._- ·· ". 
\. .. __ , . 2. SIJMMARY: TO ASSIST UNDER SECRETARY RASH I SH AND 

~ AMBASSADOR MACDONALD IN THEIR REPORT 011 THE ROYAUMONT 
MEETING (AT 1/HICH NO tllSSIOH OFFICERS \/ERE NOT PRESENT!, 
MISSION OBTAINED THIS REPORT FROM SECRET.ARIAT NOTE­

TAKERS. HIGHLIGHTS, AS DESCRIBED BY THEM, I/ERE IA) 

OISCUSSIOI/ OIi HACRO-ECOIIOHIC/EXCHANGE RATE/TRAOE LINK­

AGES 111TH GENERAL CONCLUSION THAT THESE ARE IMPORTANT 

IHTER·RELATIONSHIPS, THAT SECRETARIAT PAPER \IENT TOO 

FAR IN ITS IMPLIED SUGGESTIONS ON COORDINATION, 

PARIS 389&7 DI OF 04 231730! 

4.· THE PRINCIPAL SOURCES OF THESE NOTES ARE DEPUTY 

S[CRETARY GEHERAL HYERSON ANO NOTETAKER SERGE DEVOS, 

DEPUTY TRADE DIRECTOR. BOTH FELT THAT HEETING I/AS 

VERY USEFUL AND GENERALLY·VINDICATED HIE GEI/ERP.l 

OUTLINE OF THE SECRETARIAT PAPER AHO ITS MA!N CONTENT. 

THE FOLLO\IING IS FROM DEVOS' NOTE• AS REPORTED TO 

US: 

-- lAJ TRADE AND GENERAL ECONOHIC POLICIES 

S. THE DEBATE ON MACRO-ECONOHIC POLICIES ST~RiEO 

111TH PARTICIPAHTS DIVIDED REGARDING TRADE EFFECTS. 

THE "EXTREME" POSITION TAKEN BY HAHY I/AS THAT DOMESTIC 

POLIC.IES HUST STANO ON THEIR 01/N I/EIGHT AHO ARE .IIOT 

O(PENOENT Oil EXTERNAL_ RELATIONS . STILL, IT \/AS • 
AGREED THAT THE EXTERNAL - EFFECTS MUST BE TAKEN INTO 

COIIS!Otr.ATION 111 DOMESTIC POL ICY FORMULATIC"S. 

·I/ASS (U.K. AtlD REPRESENTING THE EPCt \/AS PARTICULARLY 

INSISTENT ON THIS POINT AS \/AS JOLLES (S\IISSI. 
PAYE !FRENCH) POIIHED OUT THE IMPORTANCE OF SOlV)NG 

UNEMPLOYMENT PROBLEMS AS IMPORTANT ASPECT ~OA 
CONSIDERATION. 

6. All AGREED THE ISSUES I/ERE COMPLEX AND tlOTED 
THAT LONG ANO SHORT TERH EFFECTS CAN BE DIFFERENT. 

IH THIS REGARD, THE RECENT IIP·3 OISCIJSSION ON JAPANESE 

POLICl[S I/AS CITED AS A PARTICULARLY PERTIIIENT CASE 
IN POINT • . THE JAPANESE OECISION TO . REDUCE PRIME 

INTEREST RATES- I/AS ACCEPTED AS A REASONABLE STEP 
TO REFLATE THE ECONOMY, THUS EVEIITUALLY INCREASING 

DEMAIIO ANO IMPORTS. THE SHORT TERM EFFECT 1/0ULD BE 
TO DEPRESS THE VALUE OF THE YEN AIID CONTRIBUTE FURTHER 

TO JAPAN'S TRADE SURPLUS. IT \/AS SUGGESTED THAT 

IF TRADE REPRESENTATIVES HAD BEE~ PRESENT, THEY 
1/DULD HAVE BEEN LESS ACQUIESCENT IN THE JAPANESE MOVE. 

TELEGRAM 
2952 EURSISS 

7, IN THE DISCUSSION ON EXCHANGE RATES, CONSIDERABLE 
ATTENTION I/AS GIVEN TO THE SUGGESTION IN THE SECRETARIAT 

PAPER ,ARA ~4) THAT NOT ENOUGH ATTEHTIOI/ JS PAID TO 

THE EXTERIIAL EFFECTS ON MONETARY AIIO EXCHAIIGE RATE 

:~ -~;-.;.: T_~AJ 1H!S. ,IIO~L_D_ .B~ __ D(Ff ~CUL,T. T~_.Af~l~_YE !_Y~.N _!f; AD_-,.. .,, , •• - ., .,., • ..._';.,. · •••. ~. ·:. :, -~...,._, .... ·;, ··:i ... ,,.f, .. , •. ··~ •:·-.,,, ,, •·71; ;·· : __ ._, .,- .. ·. ~-:!:f'-·, . ~-v,~AB'l'E; ·eut·"TIIAT 11AC1!H 1'01: 1-CY--tlAKE:llS"OUGllt' TO"i'AY .. "-"-:"..- .~ ••• '_.!"', .. ....... ,. ~ - • 'tty,! -1-€ I!': ••4 •. : -- ";, ~- "'· ..... ,-- .• , :• . ..._ •..• • ·' .- . 

HTENTIOll TO TRADE IMPLICATIO~S OF THEIR ACTIONS; g (;l'" f/ f » (\ 
(B) EXCHANGE OF VI EIIS 011 KEY CURRENT TRADE ISSUES -$ !'!,_,;; j_j ;i ., · 
CTEXilLES, STEEL, AGRICULTURE) AND "PROBLEM OF JAPAN" c~ ~ ~ 

I/HICK UNDERLINED THE COMPLEXITY AND DIFFICULTY or .. ,o/}:?;,!.r-":;i2. ,: 
TRADE RELATIONS \/HILE NOT PROVIDING FOR -.g-.;_:~-y{tf f,'if;I 
OPTIMISM ON THE FUTURE; (Cl EXTENSIVE DISCUSSION · tu tLJ.:w · .. 
ON MICRO-ECONOMIC ASPECTS (STRUCTURAL ADJUSTMENT, · . l;f . fJP 
SUBSIDIES, TRADE-RELATED lllVESTMEUT QUESTIONS , 

RESTRICTIVE BUSINESS PRACTICES) MlO THEIR DIRECT {)Y. 
EFFECTS ON TRADE, 1/ITHOUT CONCLUSIONS BUT Wl1H USEFUL 

SUGGESTIONS OH MODIFICATIONS IN THE SECRETARIAT PAPER; 

ID) ON THE QUESTIDH OF TRADE 111TH THIRD COUNTRIES, 
FOCUS PRINCIPALLY ON LDCS 1/ITHAGREEMENT THAT \IE 
MUST BE READY TO OFFER THEM SOMETHING IT GATT . 

tllNISTERfAL AND SUGGESTION JHAT FURTHER 1XCHANGES 

OF VIEWS AMONG INDUSTRIALIZED COUNTRIES IS.ESSENTIAL, 

AND (E) A PROPOSAL THAT POSSIBILITIES FOR CL.OSER 

CDORDINATIOH AMDUG OECO, GATT AHD IIIF BE INVESTIGATED, 

STARTING PERHAPS WITH A MEETING AMONG HEADS OF THESE 
INTERNATIONAL ORGANIZATIONS. 

3. REVISED SECRETARIAT PAPER Will BE FURTHER RE· 

VIEi/ED AT THE JANUARY 21~22 XCSS MEETING AND THEN 

DISTRIBUTED TO All INVOLVED OECO COMMITTEES FOR 

FURTHER COMMENTARY AND ACTION. ENO SUMMARY. 

CONF~NnAL 
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CO ro E N T I AL SECTION 02 OF 04 PARIS 38987 

POLICIES AllD THE "QUESTION OF IIHETHER INTERNATIOllAL 
COOPERATION COULD BE STREHGTHEttED SO AS TO AVOID 
UNDqLY RIGID OR VOLATILE [XCHAtlG[ RATES.• BOTH 
JOI.LES AIID OENMAtt (EC) EXPRESSED CONCERN OVER RECENT 

. EXCHANGE RATE VOLATILITIES, SAYING THAT EFFORTS 
NEED TO BE MADE TO COHTROL UllOER OR OVERSHOOTING. PAYE 
FELT THAT COUNTRIES CANNOT BE EXPECTED TO RESOLVE 
TRADE ISSUES UNLESS APPROPRIATE STEPS ARE ALSO TAKEN 
IN DOMESTIC POLICIES - E.G., INTEREST RATES. 
8. BOTH RAS.HI SH AN[l MACOONAL O OUTLINED U.S. MARKET 
EMPHASIS IN DOMESTIC fOLICIES ANO THEIR EFFECT ON 
PRODUCTIVITY, INVESTMENT", ETC. TO MAKE THE 
U.S. MORE COMPETITIVE INTERNATIONALLY. JOHNSTONE 
(CANADIAN) EMPHASIZED THE tlEEO FOR DOMESTIC POLICIES 

EFFECTIVELY TO oEDUCE IUFlATIOtl, INCREASE EtlPLOYMENT, 
ETC. DENMAN ANO STEEL WRG) COMMENTED THAT IF 
NOTH t_NG IS OOIIE ABOUT JAPAN, NOHE OF THESE PROBLEMS 
CAH BE LICKED. THEY NOTED THAT IN THE TRADE FIELD 
\IE HAVE A SET OF INTERNATIONAL RULES ANO CONVENTIONS 
BUT NOTHING COMPARABLE IN OTHER AEAS. 

-- (B) TRADE ANO STRUCTURAL CHANGE 

9. DEBATE \/AS LESS FOCUSSED ON THIS SUBJECT. 
GENERALLY IT \/AS AGREED THAT A OISTINCTION BETWEEN 
DECLINING AND PROMISING l~OUSTRIES CANNOT CLEARLY 
BE MADE. SIMILARLY, ON GOVERNMENT INTERVENTION, 
IT IIAS AGREED THAT 110 CLEAR CUT JUDGMENTS CAN BE 

PARIS 38987 02 OF 94 231732Z 
MAJOR CURRENT TRACE ISSUES 

12. DENMAN RA[SED QUESTIONS OH STEEL AHO TEXTILE 
POLICIES AS \/Ell AS PROBLEtlS OF ACCESS TO THE JAPAUESE 
MARKET AS KEY" CURRENT ISSUES \IHICH \IE SHOULD HANDLE 
IN A IIAY TO AVOID CREATING BIG PROBLEMS. \IE SHOULD 
GO ON llllH AN MFA IN SOME FORM. ON AGRICULTURE, 
DENMAN EtlPHASIZED THAT THE FUNDAMENTAL PRINCIPLE OF 
THE CAP \/ILL REMAIN UNCHANGED, THOUGH MODIFICATIONS 
ARE POSSIBLE. 
13. DISCUSSION FOLLOIIED ON QUESTIONS OF AGRICULTURAL 
ANO STEEL SUBSIDIES AND "FAIR SHARE OF THE MARKET". 
JAPAH DEFENDED ITS POSITION ON THE ACCESS QUESTION. 
THE U.S. SAID TIIAT SAFEBUAROS SHOULD BE ADDEO TO 
THE MAIN PROBLEM AREAS. OTHERS SAID THIS \/AS MAINLY 
A GAll QUEST I ON. (NOTE: SECRET-AR I AT NOTES 
\/ERE JUMBLED AHO INCOMPLETE AT THIS POINT OF THE 

·DISCUSSIONS.) 

--El TRADE RELATED INVESTMENT ISSUES AND RESTRIC· 
TIVE BUSINESS PRACTICES. 

14 . HACDOHALD .SAID THE SECRETARIAT PAPER GAVE THE 
IMPRESSIOll THAT THE MULTINATIONALS ARE GUILTY UNLESS 
PROVEN INNOCENT ANO HE THEREFORE HAD STRONG RESERVA­
TIOIIS ON THESE POINTS IN THE PAPER. ALSO, ON THE 
QUESTIOH RAISED IN THE PAPER ON THE EXTENT TO 1/HICH 
!~VESTMENT PERFORMANCE REQUIREMENTS ARE IN ANSI/ER 
TO RESTRICTIVE BUSINESS PRACTICES, MACDONALD FELT 
TH IS IIAS PUREl Y A CAIIAD I All POI NT 1/H I CH \IE ARE PRE­
PARED TO EXAMINE OBJECTIVELY BUT NOT ONE 1/HICH 
DRIVES THE LDCS I/HO HAVE OIFFERE~T REASOHS; THEREFORE, 
THE PAPER SHOULD BE CHANGED. 

I IHJUIVI I l~U J3 
TELEGRAM 

EUR519S 

IIAOE A PRIORI ON IIHElHER THESE ARE GOOD OR BAO. RASHISH . ·· ·, _ · ~ - . . . .. · . , , • · 
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( 

INTERVENE TO ACCELERATE THE ADJUSTMENT PROCESS BUT 
THE U.S. IS LOOKING MORE TO MACRO-POLICIES TO 
ACHIEVE THIS EFFECT. HE ADDED THAT SERVICE INDUSTRIES 
IIUST BE PART OF THIS GEIIERAL PICTURE. 

1~ DENMAN, OBSERVING ON THE CONSIDERABLE GOVERNMENT 
SUPPORT FOR R AND D "ELSEIIHERE", FELT THAT 
PROTECTIVE MEASURES FOR INDUSTRIES IN DIFFICULTY \/ERE 
All RIGHT FOR 0 SHORT PERIODS" SUCH AS FIVE YEARR . OTHERS 
\/ERE DOUBTFUL ON THIS POINT. 

--(C) · TRADE IN SERVICES 

11. OH TRADE IN SERVICES, NEARLY ALL--EXCEPTiNG 
RASHISH AND MACOOUALD--SAI~ IT \/AS TOO EARLY TO 
GO TO THE GATT MINISTERIAL. OENtlAN SAID 11.E ARE NOT 
YET READY TO LAUNCH NEIi NEGOTIATJONS IN THIS AREA. 
STEEG SAID THERE IS SLOII BUT SURE PROGRESS IN THE 
TRADE COMMITTEE BUT \IE ARE NOT READY FDR THE GATT. 
JOLLES ANO COLLIANDER muEOENI AGREED. JOHNSTONE 
SAID CANADA IIAS STILL EXAMINING THE QUESTION AND 
IS NOT YET IN POSITION TO SAY IIHETHER .SERVICES 
SHOULD BE ON THE G~TT AGENDA. THE JAPANESE WERE 
SILENT. 

CONF I D~T I AL 
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-- (F) TRADE 111TH THIRD COUNTRIES 

JS. PARTICIPANTS AGREED THAT \IE HAVE TO BE READY 
AT THE GATT MINISTERIAL 111TH SOMETHING FOR THE DE­
VELOPING COUNTRIES. JOLLES URGED THAT OECD COUNTRIES 
DEVELOP A PROCESS FOR EXCHANGING VIEIIS AND IDEAS 
IN THIS REGARD. ~OTE: NO DECISION IIAS MADE 
ON PROCEDURE BUT DEVOS NOTED THAT NO OBJECTIONS \/[RE 
RAISED.) GRADUATION I/AS MUCH DISCUSSED BUT NO 
CONSENSUS REACHED ON \/HAT SHOULD BE DONE. 
16. ON THE LDCS, PAST!CIPANTS GEUERALL Y AGREED: 
~) IT IS DIFFICULT TO BRING THEM FULLY INTO THE 

GATT SYSTEM, Olff OF THE PROBL~MS BE ING THAT 1/E 
SET A BAD EXAMPLE BY NOT FULLY APPLYING THE RULES 
TO OURSELVES; ml EMPHASIS SHOULD BE ON BRINGING THEM 
MORE INTO THE COIISUL TATIVE PROCESS; ANO (C) II[ NEED 
TO HAVE A BETTER FIX ON I/HAT LDCS \/ANT AND 1/HETHER 
THIS IS COMPATIBLE 111TH THE SYSTEM \IE HAVE 
OE VEL OPED. 
17. OH EAST/I/EST ECONOMIC RELATIOtlS, THERE I/AS 
GENERAL AGREEMEIIT THAT NOT MUCH CAN SE DONE UNDER 
PRESENT CIRCUMSTANCES. 

·· (G) THE PROCESS OF INTERNATIONAL COOPERATION ON 
TRADE ISSUES 

18. DENMAN AND PAYE I/ERE PESSIMISTIC ABOUT OUR 
ABILITY TO HANDLE \/ELL THE PROBLEMS OF THE 1980S. 

sso-00. 

IMF CLOSER TOGETHER IN THE COllSUL TAT I VE PROCESS. IT 
\/AS SUGGESTED THAT, AS A FIRST STEP, THE HEADS OF 
THESE THREE BODIES t!EET lO SEE \/HAT MIGHT EE DDtlE. 
BEYOND THAT, ·SUGGESTIONS I/ERE NON-SPECIFIC, 111TH 
SOME THdUGHT OF A ~OHBINED MEETING 111TH EACH 
BRIHGING PART OF ITS COIISTITUENCY 111TH IT. TIMING 
I/AS ALSO LEFT INDEFINITE, THOUGH SOME SUGGESTED 
IT 1/0ULD BE HOST USEFUL IF SUCH A HEETIIIG IOR 
MEETINGS) \/ERE HELD BEFORE THE NEXT CECO MIIIISTERIAL. 
t1EtlT I ON IIAS 11AOE OF THE DI FF I CUL TY OF 
EXCLUDING UNCTAD. MIYAZAKI (JAPAN) P.PPEARED TO TAKE 
LEAST KltlDLY TO THIS IDEA, SUGGESTING SEVERAL TIMES 
THAT MORE ATTENTIOtl SHOULD BE GIVEN TO IMPROVING 

/ 
IN THE OECD - E.G., MACRO-ECONOMIC 111TH TRADE PEOPLE· 

· I/AS NOT THE 1/AY TO GO. 

THE FUtlCTIONING OF O[CD IN INTER-DISCIPLINARY 
DISCUSSIONS. STEEG SAID THAT "COMBINED MEETINGS" 

22. THE SEVERAL REFERENCES TO "COUNTERVAILING 
POI/ER" IN THE SECRETARIAT PAPER ~ERE SEVERELY 
CRITICIZED AND THE SECRETARIAT SAID IT \/OUL6 MAKE 
APPROPRIATE MODIFICATIONS. 
-- (H) SECRETARIAT CONCLUSIONS: 
23, MARRIS ~ECRETARIAT) GAVE THE FOLLO\/ING SUMMARY 
OF THE MAIN ISSUES: 

IA) NEIi I/ORK 

EXPORT PROMOTION IN A GENERAL SENSE, 
I.E., BEYOtlD EXPORT CREDITS 

SUBSIDIES (DISTINCTION BETIIEEN SUBSlblES 

I IH.,Ultl I l'iU 

TELEGRAM :JY 
2955 EURS191 

, THEY FELT THAT DEFENSIVE_MEASURES_I/OUL·O NEED.TD__BE _ • . ,· . -· • . . . . . :-.... · . · .· . ..•.. · ... · .··• · , - • 
r~:---~.:.J;r~~ ~TAKE~,,oJt-!,,. c(JlJNrR-'(is-•10 iU .. R:Vi1VE .-i>oHESTfe· ·•,pf{SSuREs: ~-.>1-";•:-• tr.~~ ,'" .. .:,; ... !~lll .. 1.(~~.~.u.:.-.. --~~·; ··=~~~~~~-· . ..'- ---~"-'~~ ;~..r. . :,,\:.:"'$,.~,,~.,:.·•~~--~ ~~- -;;:-~) ~}~.~~Jt_~·:".~ :~~~--·.-.-~! 1•~"• ".: ?-.-

C: 

OTHERS I/ERE SOMEIIHAT MORE OPTIMISTIC ON RESOLVING 
DOMESTIC PROBLEMS AND MAINTAINING THE FREE TRADE 
PR I NC IPLL 

1S. TEE SE (AUSTRAL IA) SAID 1/E SHOULD LOOK 
AT EXISTING INTERNATIONAL RULES AND SEE TO I/HAT 
EXTENT \IE CAN IMPROVE OR MAKE BETTER US[ OF THEM. 
OTHER PARTICIPANTS FELT 11£ CANNOT GO MUCH FARTHER 
IN RULE-MAKING ANO SHOULD LOOK MORE TOI/ARDS IMPROVING 
CONSULTATIVE MECHANISMS. JOLLES CAUTIONED THAT \IE 
SHOULD NOT MAKEPROGRESS IN RESOLVING TRADE PROBLEMS 
DEPENDENT ON PROGRESS IN COORDINATING OTHER POLICIES 
(MACRO·ECOIIOl1IC, MOHETARY, ETC.). 

20. Ill DISCUSSltlG THE ROLE OF THE CECO IN THE 
CONSUL TAT I VE PROCESS, RASHJSH HL T ITS ·sTRENGH 
LIES IN IT BEING A BODY 1/HICH DE-ALS 111TH ;LL ASPECTS 
OF MACRO, MICRO AND TRADE MATTERS; ITS 1/EAKNESS 
IS THAT IT HAS FORCE PRIMARILY IN MORAL SUASION. 
MACDONALD ADDED THAT THERE l1AY ALSO BE STRENGTH IN 
NOT FORCING COMMITMENTS ON THE CONSULTATIVE PROCESS 
BUT NOTED THAT IN SciME AREAS, SUCH AS Mtl['S 
AND EXPORT CRE~ITS, COH~ITMENTS HAVE BEEN MADE. 

21. IN LOOKING AT.OTHER INTERNATIONAL INSTITUTIONS, 
SEVERAL PARTICIPANTS IDENMAN, STEEG) SUGGESTED THAT 

CON(~ENT I AL 
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DEPARTMENT OF STATE 

BRIEFING PAPER. 

NORTH/SOUTH ISSUES: STATUS OF GLOBAL NEGOTIATIONS 

U.S. OBJECTIVES 

-- Seek support for the prioritie~ and five principles 
for positive action outlined by President Reagan at the 
Cancun Summit: (1) Opening markets, (2) tailoring develop­
ment strategi~s, e.g. the CBI, (3) ·guiding assistance~ 
especially toward food and energy production, (4) improv­
ing the climate for private_ capital flows, and (5) creating 
a political atmosphere for practical soluti•on-s. 

-- With respect to Global Negotiations (GNs), reaffirm 
US willingness to engage in a new preparatory process on the 
pasis of the four understandings expressed by the President 
at.Cancun: (1) Practical orientation toward specific deyelop­
ment potential or obsta6l~s, (2) respect for the competence, 
functions_and p6wers of the specialized· agencies, (3) orienta­
tion toward mutually benef_icial growth and development, and · 
(4) an atmosph~re of cooperitive spirit. 

-- Reaffirm our position that the beginning of GNs is· 
subject to prior mutual agreement on procedures, agenda, and 
time-frame. 

ESSENTIAL FACTORS 

The Cancun Summit demonstrat~d widespread concern 
about certain global problems, e.g. food, energy, and 
protectionism and proved that world leaders can discuss 
such problems in an atmosphere.of cooperative spirit free : 

. . . .-, of )AUt_ua+ recr:imination. _ Since Cancun,. progr~ss has been. _ · _· 
~~- .... ~,":-_":°,--?::maa·e:·~1n· ;tHe''i:t:·t'ade'';,are·a'•.-rti<''th'fi--1£'6rm'1>'0fS'.planning\ ·for;:the-·.•GATT.:·.:~:..-.r-,-,;~-(:<·'< ...... :~;.f':..:../.,,.,f~,; ... t· 

C 

ministerial. · O:therwise, there has been little new movement · 
toward the practical solution ·of.global· problems~ _arid 
disproportionate· attention has_ focused on yet one more 
attempt by the developing countries (G-77) to launch GNs 
in the UN General Assembly. 

The UNGA.was adjourned December 18 without acting on 
a draft resolution to launch GNs in 1982. Although the 
G-77 spokesman blamed th_e US for intransigence, the Group 
itself could not agree on a united response to US-proposed 
amendments to a compromise draft attributed to UNGA 
President Xittani of Iraq. Kittani ·asked Ambassador Naik of 
Pakistan to continue informal consultations in the new 
year. It is not likely that these will have preceded very 
far by the time of the XCSS meeting, and the status of GNs 
may still· be uncertain.· 

LIMITED USE 
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At the meeting, other delegations ~ill probably ask 
the US representative to explain the US position on GNs. 
They may· trot out stock arguments in favor of. GNs in an 
attempt to get the US to go along with amendments offered 
by the EC as. a compromise b~tween the G-77 and the US. 

TEE US DESIRES TO PRESERVE THE COOPERATIVE SPIRIT 

OF CANCUN AND WOULD. LIKE TO SEE MORE PR,OGRESS TOWARD THE 

PRACTICAL SOLUTION OF GLOBAL PROBLEMS. PLANNING FOR THE 

GATT MINISTERIAL IS A PosiTIVE ~XAMPLE. 

-- WE ARE DISAPPOINTED THAT THE ISSUE OF GLOBAL 

NEGOTiiTIONS CONTINUES ~O BE APPROACHEri I~ A.WAY THAT IS 

UNLIKELY TO LEAD TO PRACTICAL SOLUTIONS. 

-- THE US IS WILLING TO ENTER IN A NEW PREPARATORY 

~ROCESS ON GLOBAL NEGOTIATIONS PROVIDED THE~E IS 

ACCEPTAN~E OF THE FOUR UNDERSTANDINGS PRESIDENr RE~GAN 

EXPRES~ED AT CANCUN, INCLUDING, RESPECT. FOR THE COMJ?ETE~~CE, 

FUNCTIOlrn, AND POWERS OF THE SPECIALIZED AG-ENCIES. 

-- WE HAVE INSIS'rED SINCE DECE1:-1BER 1979 THAT THE . . 

:~·---, ..... ~·,,.)'.'.~::"~~,::BEGINNING-, OF -:G~OBAL, .NEGOT•IAT.I_ON s. ~'i rs~ .S_U.BJEC.T:::.~O ,-iiU.TU~L~ .,,,·~\~;'.'('.':S:~--;<:,;~ .. _: 

AGREEMEN 1r ON PROCEDURES, AG.t:::NDA, · AND TIME-FRAME. ~SSUMING 

AGREEMEN'l' IS REACHED, THE. US WOULD THEN JOIN °IN '.i'HE . . 

LAUNCHING· OF GLOBAL NEGOTIATIONS.· 

-- WE GAVE CONSIDERATION AT THE HIGI·IES·r LEVEL TO THE 

DRAFT RESOLUTION ATTRJBUTED TO UNGA PRESIDENT KITTANI. 

CONSISTENT WITH THE_ fOUR UNDERSTANDINGS, PRESIDENT· 'REAGAN 

DECIDED THAT. CER'rAIN CHANGES HAD TO BE MADE IN PARTICULAR 

TO PROT-ECT THE SPECIALIZED AGENCIES AND THAT THE WO.RD· 

LIMITED Q!:FICIAL USE -
. . \ 
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"PRELIM:I:NARY" WAS ·NECESSARY TO ENSURE THAT THE PROPOSED 

CONFERENCE WOULD REACH AGREEMENT ON PROCEDURES AND AGENDA 

BEFORE THE BEGINNING OF GLOBAL NEGOTIATIONS. 

( IF ASKED) WE REVIEWED THE AMENDMENTS OFFERED_ IN 

DECEMBER BY THE EC BUT FOUND THAT THEY DID NOT MEET OUR 

CONCERNS. . THEY DO NOT PROTECT WITH SUFFICI.ENT CLARITY THE · · 

COMPETENCE, FUNCTIONS, AND POWERS OF THE SPECIALIZED -

AGENCIES, AND THEY DO -NOT ENSURE THAT AGREEMENT WILL BE 

REACHED ON THE PROCEDURES ·AND AGENDA BEFORE THE BEGINNING OF 

GLOBAL NEGOTIATIONS. 

IF OTHER COUNTRIES ARE SERIOUS ABOUT GLOBAL 

NEGOTIATIONS, . WE WOULD URGE THEM TO GIVE THE SAME HIGH­

LEVEL CONS.IDERATION TO THE.US-PROPOSED - AMENDMENTS AS WE DID . . . 

· To THE KITTANI DRAFT. 

.. ...... .,. 

January 13, 1982 

LIMITED ·o'-gFIClAL USE_ 
\ 
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US OBJECTIVES 

DEPARTMENT OF STATE 

BRIEFING PAPER 

Executive Committee in Special Session 
January 21-22, 1982 

Other Business 

To expand the XCSS agenda to include items of prime 
concern to the United States. 

ESSENTIAL FACTORS 

~9 j 

l 
I 
I 

! 

' I 
l 

The XCSS was originally established to deal with the inter­
relationship among monetary, trade and investment issues. The 
xcss, in ·other words, is supposed to have a broad overlook of 
international economic relations. 

i 

Recently, we have had success in steering the XCSS agenda 
away from exclusive focus ori North/South issues. to include 
items of concern to the US and other OECD members, such as 
international investment issues, positive adjustment and trade 
in the 1980's. 

We want to build on these efforts and maintain current 
momentum. 

i 
I 
I 
I 
i 

l 
I 

11 
I 

i 

; . . . ·1 ~ ......... _.-:_ ·-.:.:..~.... . .... :--r.-.•' •; .... ·>i.""-: •·. i-•~'";.- ;)• ··,,;, tk"':~; · ... """ ...,. .... 
....... .,.~~;.~ ... "\;.·• •-~--~·0T1• .. ¥' :•·"•'· .. :-• ... • • ,._.,".,r~~ 

CONFI ENTIAL 
GOS 01 15/82 

DECLAssw,eo 
NLRR rnoz:§tt- -rtm" r· 

BY__Qj__NARADATE •i/211 j;, 

• 



, 
( 

CONF}-OENTIAL ;z 2 - . 

TALKING POINTS 

WE WOULD LIKE TO EXPAND THE XCSS AGENDA TO INCLUDE 

ISSUES OF PRIME CONCERN TO THE OECD MEMBERS. WE HOPE 

INVESTMENT MATTTERS WILL APPEAR ON THE AGENDA FOR THE NEXT 

xcss. 

AT FUTURE XCSS MEETINGS IT WOULD BE USEFUL TO EXPLORE 

WAYS TO REVITALIZE THE OECD'S WORK PROGRAM IN THE FIELD OF 

EAST-WEST ECONOMIC RELA·rIONS. 

3D 
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Executive Committee in Special Session 
January 21-22, 1982 

OTHER BUSINESS 

Drafted:EUR/RPE/OECD:CBillo:cg 
l/14/82:x20326 (2724A) 

Clearances: EUR/RPE:TERussell 
E:MCasse 
EB/EWT:WBeachner 
Commerce:SBilinski 
Treasury:SBrown 
EA/EP:WPiez 
S/P:DLuft 

' 
,ri-~ .... ~ ... , ... .. '■ :-.- ~ .... ..,, ... .. . .:.·J.:-<' ; • ■ ... :· · ·•: "'- ' 



U.S. OBJECTIVES 

DEFARTMENT OF STATE 

BRIEFING PAPER 

OECD WORK ON INVESTMENT 

To gain XCSS endorsement of an expanded work program on 
investment issues. 

ESSENTIAL FACTORS 

1. Background. Last October, we proposed in the XCSS 
an expanded OECD effort on investment issues. Subsequently, 
in the Committee on International Investment and Multi­
national Enterprises (CIME), we suggested a work program 
which called for priority attention to the problem of 
performance requirements imposed 'by OECD members and by non­
members, together with_ a continuation of OECD efforts on the 
use of investment incentives and a strengthening of the 
national treatment principle. We also initiated a discussion 
on the performance requirements issue in the Trade Committee. 
The Trade Committee in November and the CIME in December in 
general supported the U.S. initiative although some concerns 
were expressed which are detailed below. 

2. Overall U.S. Objectives on Performance Requirements. 
Our goal is an increase in the international discipline and 
restraint over interventionist government actions which can 
distort international investment and trade flows and influence 
business decisions. Within the OECD, this could take· the form 
of a strengthened OECD Trade Pledge or an extension of the 
1976 OECD Declaration and related Council Decisions on Invest-

. ment. _Future action could also include s~eking consideration 
'h!•-'t"•·,..,..::- ~f-~--,of-:·.trade,-::irelated.~per.formance·;~-equi:rements:r:,at.;the~-:GAT-T/-·"'~-~~~J,~.,-•:·;•.-.:-.•~·:-~,, 

Ministerial in the fall, but we would not include discussion 
of that in the present XCSS. 

3. OECD Work Program on Incentives/Disincentives and 
Performance Requirements. The CIME's work program on 
incentives/disincentives includes a survey of performance 
requ_irements, an analysis of their impact on trade and 
investment flows, and of their relationship to existing OECD 
and GATT instruments. A few key non-OECD countries would be 
included in the·survey. The CIME would also seek the views 
of the Business and- Industry Advisory Committee (BIAC) and 
the Trade Union Advisory Committee (TUAC). Follo~ing the 
initial CIME survey, the Trade Committee would initiate 
a work program on trade-related performance requirements. 

4. Other OECD Work on Investment. There has, ii 
general, been_less disagreement within the OECD regarding 
future work on national treatment. The CIME in December 
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approved a work program involving: 1) an up_dating of the 
Committee's 1978 Report on National Treatment; 2) further 
efforts for transparency and· clarification, 3) assessment of the 
relative importance of exceptions to national treatment, 
and 4) examination of ways and means to extend the principle. 
In addition to this work program, we seek a reaffirmation of 
the commitment of all OECD governments to the national 
treatment principle and concrete agreement to reduce national 
treatment exceptions over time. 

The CIME also has an ongoing effort on· guidelines relating 
to multinational enterprises. The Nordics and a few 
other delegations place relatively greater emphasis on 
this aspect than we do. -If the question arises, U.S. delegates 
should indicate that we favor a work program balanced between 
the guidelines and the. other investment issues. 

5.. Goals for this XCSS Meeting. The CIME and Trade 
Committee chairmen are expected to report to the XCSS 
on the results of their respective meetings on these issues. 
XCSS endorsement is needed as the issue involves several 
committees. We should use this opportunity to reiterate the 
urgency and importance of the work program of the CIME and 
Trade Committees. While the majority generaily supported the 
U.S. initiative, several concerns were raised in earlier 
meetings and the U.S. delegate may need to address them at 
the XCSS if other delegations restate them. The concerns 
were: 1) that the proposed work program would overload the 
Secretariat; .2) that the work would duplicate similar work 
being done under IBRD auspices; and 3) that non-OECD countries 
should not be included in the performance requirements survey . 

33 

. In addition, the Canadians have .. argued that the OECD work . 
~1·~1":\"'!:i:'.:.:;:,;. _,.-.r~:fiou:ta:•.:i'i'ictttde:;, an';exa:mitiai.'i-0i:i--.-~·f·:1MNE ... pr~·ct:i'ces·,:'which~(:·'-',6a:t1se<!',<~'..r.',· •. ~~:-"•:~,-••:,·i...iz~ .. ~ 

governments to impose performance requirements. (We have 
taken the position that this question could be included 
conceptually as part of the broad performance requirements 
issue, but that the Secretariat should not be asked to do 
any original research on this ques~ion.) 

6. Future Consideration by the XCSS. We will likely 
want to include investment issues on the agenda of the 
Spring OECD Ministerial but should leave our options open 
now on this question. If investment is discussed at the 
Ministerial, w~ might also want to include the subject on 
the agenda of the next XCSS. In any case, we should 
encourage the XCSS to continue to monitor developments. 
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TALKING POINTS 

THE INVESTMENT AND TRADE COMMITTEE CHAIRMEN AND 

THEIR COMMITTEES ARE TO BE COMMENDED FOR THEIR LEADERSHIP 

AND EFFORT IN MOVING THE OECD FORWARD ON THESE IMPORTANT 

TRADE AND INVESTMENT ISSUES. 

-- WE SHOULD BUILD ON PAST EFFORTS, ESPEC~ALLY THE 

1976 INVESTMENT DECLARATION AND ASSOCIATED DECISIONS, TO 

EXPAND AND STRENGTHEN OUR COUNTRIES' COMMITMENTS TO FREE 

CAPITAL FLOWS. WE SHOULD PINPOINT THE DISTORTING EFFECTS 

OF PERFORMANCE REQUIREMENTS AND DEVELOP WORKABLE PROPOSALS 

FOR ADDRESSING THIS PROBLEM IN A MULTILATERAL FRAMEWORK. WE 

SUPPORT THE ADOPTION BY THE COMMITTEES OF THE WORK PROGRAM 

ON INVESTMENT INCENTIVES AND DISINCENTIVES, WITH PARTICULAR 

EMPHASIS ON PERFORMANCE REQUIREMENTS. WE ALSO SUPPORT THE 

DECISION TO INCLUDE BOTH OECD MEMBERS AND NON-MEMBERS . IN 

THE STUDY. 

':~1 _• -.~'!:-:'.•,: ~~:,~;1 ~,;;.;..,_.._:·.~:::r-... ,~•.,~~,P~~P. >.lu,,~9, .T~l\ .O~·H..E;K;.,q.Q~}:1.','r.;!E~,-<}JffLµg~~~'f; ,-:\~;./ ~:;~. -: .. . ..- ~\~,~::'! ' . ~ . . . . . . . . . .. . . . 

THE INDUSTRY COMMITTEE, DEVELOPMENT ASSISTANCE COM1:1ITTEE, 

AND THE CAPITAL MOVEMENTS COMMITTEE, CONTINUE REVIEWING 

WORK IN THEIR AREAS WHICH COULD CONTRIBUTE TO IMPROVED 

INVESTMENT FLOWS. 

--THE OECD -WORK ON INVESTMENT INCENTIVES AND DISINCEN­

TIVES, COMBINED WITH THAT BEING DONE BY THE WORLD BANK, WILL 

ESTABLISH A FOUNDATION FOR AN EXPANDED COMMITMENT TO AN 

OPEN INVESTMENT CLIMATE IN BOTH THE DEVELOPED AND DEVELOPING 

COUNTRIES .. THE GLOBAL ALLOCATION AND USE OF RESOURCES MUST 
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BE MADE AS EFFICIENT AS POSSIBLE AND NOT BE DISTORTED BY THE 

USE OF INCENTIVES AND DISINCENTI\7ES·OR OTHER SIMILAR 

NATIONAL PRACTICES. 

-- ON THE NATIONAL TREATMENT PRINCIPLE, THE U.S. IS 

CONCERNED THAT A FEW MEMBER COUNTRIES MAY NO LONGER SHARE 

THE CIME'S ORIGINAL COMMITMENT TO STRENGTHENING OF THE 

PRINCIPLE. WE SHOULD WORK TOGETHER AND SUPPORT AN IMPROVED 

'NOTIFICATION PROCESS AND CONSULTATIVE MECHANISM AND WE 

SHOULD-CONCENTRATE MORE ON IMPROVING THE CONDITIONS OF 

ACCESS AND 0\7ERALL TREATMENT OF SERVICES INDUSTRIES. 

-- THE OECD WORK PROGRAM ON NATIONAL TREATMENT WILL 

REFINE AND EXTEND PREVIOUS EFFORTS. WE SHOULD ALL REEXAMINE 

$Yf~: OUR NATIONAL PRACTICES WHICH MAY BE EXCEPTIONS TO NATIONAL 
-..:,,,~"" 

TREATMENT, AND WE SHOULD ACCELERATE MOVEMENT TOWARD ELIMINATING 

OR REDUCING THESE EXISTING EXCEPTIONS. 

ISSUES CLOSELY. 

TALKING POINTS FOR CONTINGENCY USE 

(If other dels raise concerns that these initiatives 

could detract from work on the guidelines, U.S. del should 

respond along the following lines:) WE FAVOR A WORK PROGRAM 

THAT IS BALANCED BETWEEN INCENTIVES AND DISINCENTIVES, 

NATIONAL TREATMENT, AND THE GUIDELINES, AND WE FEEL THIS 

SHOULD BE REFLECTED IN THE ALLOCATION OF SECRETARIAT 

RESOURCES. 
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-- (If raised, regarding duplication of work between 

IBRD and OECD.) WE DON'T BELIEVE THERE IS SIGNIFICANT 

DUPLICATION. THE IBRD STUDY WILL NOT BE AVAILABLE UNTIL 

1983 AT THE EARLIEST, WILL NOT FOCUS ON THE PARTICULAR 

IMPACT ON THE OECD COUNTRIES, AND WILL BE LIMITED TO A VERY 

FEW SECTORS AND A FEW COUNTRIES. 

-- (If raised, regarding practices of MNEs which cause 

countries to impose performance requirements.) WE DO NOT 

OBJECT CONCEPTUALLY TO INCLUSION OF THIS QUESTION IN THE 

OECD ·sTUDY. WE THINK THAT .THE OECD SECRETARIAT SHOULD DRAW 

ON EXISTING INFORMATION IN DEALING .WITH THIS QUESTION AND 

SHOULD NOT BE ASKED TO UNDERTAKE AN EXTENSIVE .RESEARCH 

EFFORT ON IT. IN GENERAL, WE THINK THAT THESE PRACTICES ARE 

MAINLY AIMED AT INFLUENCING TRADE FLOWS AND ARE NOT PRIMARILY 

RESPONSES TO PRACTICES OF MNEs. 

-- (If raised, regarding excessive workload for the 

. ., . . Secretariat.) · WE RECOGNIZE THAT THE WORK PROGRAM WILL 
>-~ :,.,.~j •!'" ~ ./' l···l'-"": · .. :._. · .. . • . _;. • ·. ~ · / . · -; ... ._ --=~-:.· ..... ,; •.; ·:· ·-:-:·•.i"t -~~ ·r· ...... ~·,:•~- 1 : . ~.: i 1

-- ~ : ; ~; : . -.- ::~·-;- ~ ·:;:.: - .. ~ .. !•·~\·:"""I:-·~ ··:: ·,. : .. --. ..... :. :~ •>~ ._,: ·.".- ... ::~•:~•;.-.. ~ ;:, tt .. :::., -; ... ·"' , .... • ·!" •• t ::.~¼>-,_· 

REQUIRE A CERTAIN AMOUNT OF SECRETARIAT RESOURCES. WE 

BELIEVE, HOWEVER, THAT INVESTMENT ISSUES FULLY DESERVE 

HIGH PRIORITY OECD CONSIDERATION AND THAT THE WORK 

PROGRAM ADOPTED BY THE CIME WILL NOT IMPOSE AN UNDUE BURDEN. 

(If raised, regarding inclusion of non-OECD members 

in the study of investment incentives and disincentives.) 

WE BELIEVE THE USE OF INVESTMENT INCENTIVES AND DISINCENTIVES 

IS A GLOBAL PROBLEM. OUTSIDE THE OECD, THE LDCS, A..~D 

PARTICULARLY THE NICS, HAVE SUCH EXTENSIVE ECONOMIC RELA'.TIONS 
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WITH THE OECD COUNTRIES THAT WE FEEL THEIR INCLUSION IN THE 

FUTURE WORK PROGRAM TO BE NECESSARY FOR _A MEANINGFUL 

ASSESSMENT OF THE PROBLEM. IN ADDITJ:ON, CERTAIN OF THESE 

COUNTRIES IMPOSE PERFORMANCE REQUIREMENTS EXTENSIVELY AS 

A MATTER .OF POLICY. 
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U. S . OBJECT.IVES 

BRIEFING PAPER 

EAST-WEST ISSUES 

To engage in a substantive exchange of views on the 
situation in Poland as well as on US measures imposed against 
Poland and the USSR. 

To share information and judgments about the situation 
in Poland and Eastern Europe. 

-- To overcome the reluctance (opposition) of a number of 
OECD member countries to support actively work on economic 
relations with CMEA countries in the OECD. 

ESSENTIAL FACTORS 

The work of the 0ECD on East/West economic questions has 
fallen short of our expectations, although the Secretariat has 
prepared some excellent papers on the economic situation in the 
Eastern European countries and phenomena such as countertrade. 
We have been disappointed with member State participation in 
and the quality of discussions of East-West economic issues in 
the Trade· Committee's East-West Working Party, founded a~ our 
initiative in 1976. Many members have been unwilling to 
participate actively in these discussions because of their 
"political content." It is important that we do not discuss 
this issue in East-West political terms; therefore the stress .. 

~";;' ··: ---~~;,. on,-- economic, .int-e.rdependence··,-between····OECD. ··and :CMEA ~ --.,, .t.·;.,~.•-~·""··;".;•~.-:: .... "t~--'-·,'-~:,.0:--:..:.:,, ... . .- •l•·~•:1, 
. ' . 

During meetings last fall with senior Department officials 
(Rashish and Eagleburqer), 0ECD Secretary General van Lennep 
suggested that he would take the initiative in trying to 
revitalize East-West work in the 0ECD, but would need strong 
U.S. support. 

At ~he January 22 working lunch, Secretary General van 
Lennep will briefly review the work of the organization on this 
subject and raise some of the issues bearing on economic and 
trade relations with centrally planned economies. In 
particular, van Lennep is expected to dwell on the debt 
situation of the Eastern European countries and its 
implications, and on the extent to which the centrally planned 
economies should be encouraged to play a more active role in 
the international trading system. · 

We should endorse van Lennep's interest in energizing the 
OECD's work on East-West economic relations and seek · support 
for putting East-West issues on the agenda for the next XCSS. 
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The exchange of views on East-West at the January 22 lunch 
will also give us an opportunity to discuss our concerns over 
the situation in Poland and to review developments since the 
January 11. NATO Ministerial. ( See separate briefing paper on 
Poland). 
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TALKING POINTS 

OUR FRIENDS AND ALLIES ARE ASKED TO AGREE NOT TO TAKE 

ANY STEPS THAT WOULD UNDERCUT THE ACTIONS TAKEN BY THE US 

GOVERNMENT AGAINST POLAND OR THE USSR. 

WE HAVE ASKED OUR ALLIES TO TAKE. PARALLEL MEASURES 

APPROPRIATE TO THEIR CIRCUMSTANCES. 

POLITICAL AND ECONOMIC SANCTIONS SHOULD BE REVERS­

IBLE; MAXIMIZING THE SCOPE FOR REDUCING SANCTIONS IN CASE OF 

BETTER PERFORMANCE ON· HUMAN RIGHTS BY •rHE JARUZELSKI REGIME. 

INCREASED REPRESSION IN POLAND, OR GREATER SOVIET 

INVOLVEMENT WILL LEAD TO FURTHER US AND WESTERN STEPS. 

THE WEST SHOULD BE READY TO CONSIDER ADDITIONAL AID 

FOR POLAND IF MARTIAL LAW IS LIFTED, CIVIL LIBERTIES RESTORED, 
.t:/-
~- _'.' A~D GENUINE NEGOTIATIONS BEGUN AMONG THE GOVERNMENT, CHURCH AND '\.:....~. 

SOLIDARITY. 

-- THE INCREASINGLY DIM ECONOMIC PROSPECTS AND MOUNTING 

DEBT BURDENS· OF. EAST. EUROPE-AN:·.COUNTRIES; AND, THE ,USSR·.AND· .... THE:-·.· _: .. ·•~. ;.,:-,:,,,. 

IMPLICATIONS THESE HAVE FOR OECD MEMBERS WARRANT CONTINUED 

ATTENTION TO CMEA ECONOMIC QUESTIONS BY THE OECD. 

-- WE WELCOME THE SECRETARY-GENERAL'S EFFORTS TO ENERGIZE 

OECD WORK ON THE STRICTLY ECONOMIC ASPECTS OF OECD 

INTERDEPENDENCE WI·TH EASTERN EUROPE AND THE SOVIET UNION. 

THE SECRETARIAT.HAS PRODUCED SOME FIRST RATE STUDIES ON 

ISSUES SUCH AS COUNTERTRADE, ECONOMIC REFORMS AND CURRENT 

ECONOMIC CONDITIONS IN THE EAS~. HOWEVER, STRONGER SUPPORT AND 

MORE ACTIVE PARTICIPATION BY MEMBER GOVERNMENTS IS NEEDED. WE 

ARE PREPARED TO LEND OUR SUPPORT AND PROPOSE THAT THE XCSS 

DISCUSS Tr~SE ISSUES ON A MORE REGULAR BASIS. 

CONFI~NTIAL 
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Distortions to Trade through Financing 

US Objectives 

1. To reiterate our opposition to export financing 
practices which distort market forces. 

2. To stress the importance of further improvements in 
the Arrangement on Guidelines for Export Credits, aimed 
at reducing the subsidy element. 

3. To prevent others (possibly the French) from 
turning attention away from the Arrangement or linking 
it with other trade questions. 

Essent·ial Factors 

Yi 

The US has long opposed export financing practices 
which, through interest rate subsidization, distort market 
forces in international trade. We believe financing should 

"'£-~:, ····~;,, .. v.5·i;; • be~~neu-t;r:ali:ae.o'.'.:as·~·-.a: ·_;comp.e:t._it,i:v:e~/..,f.q.CtO.t;;.•:· :'~in:c-~.:~:-1.97~,r" we_i: h:ay:.~",':;:,: ,. i:· "•:::r,1.'"., 
sought revisions that would bring the Arrangement on Guidelines 
for Officially Supported Export Credits (the Arrangement) 
more closely into line with current financial market conditions •. 

Our objective is t6 establish an international regime 
under which export credits bear interest rates and maturities 
reflecting market conditions. Interest rates should 
be no lower than the.cost of borrowing to governments in the 
currency concerned. In practice, there has been significant 
opposition to such a differentiated rate system, especially 
from France. 

At their October meeting, participants in the Arrangement 
agieed to increase minimum interest rates to 10-11 1/4 
percent, depending on the relative wealth of the bo~rower, 
and to tighten the provisions on mixed credits. Countries 
with low market interest rates were allowed to charge their 
mar~et interest rates or 9.25 percent, whichever is higher. 
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~- Earlier, the US had agreed with the main partners of Airbus 
Industrie, (UK, FRG and France) to set minimum interest rates 
on large commercial aircraft at 12%. (Aircraft, nuclear power 
plants and ships are not covered by th~ Airangement.} 

The US is also interested in othei imp~ovements in the 
multilateral-guidelines on export credits. There are several 
problems that need to be addressed: 

guidelines for sectors not covered by the Arrangement, 
especially nuclear power and general aviation aircraft; 

curtailment of the use of mixed creaits (tied aid 
credits) to gain a commercial advantage; and 

extension of the discipline of the guidelines to 
countries not members of the OECD. 

TALKING POINTS 

THE US REMAINS COMMITTED TO THE REDUCTION AND EVENTUAL 

ELIMINATION OF OFFICIAL EXPORT CREDIT SUBSIDIES. 

,::11 LAST OCTOBER, WE WERE ABLE TO MAKE A SIGNIFICANT 

.:._; BREAKTHROUGH TOWARD THIS OBJECTIVE BY RAISING THE MINIMUM 

EXPORT CREDIT INTEREST RATE FOR MOST CURRENCIES TO 10 PERCENT. 

THIS WAS A LAUDABLE FIRST STEP. HOWEVER, INTEREST RATES ON 

ARE SIGNIFICANTLY HIGHER THAN 10 PERCENT. 

THEREFORE, WE NEED TO CONTINUE THE WORK BEGUN LAST 

OCTOBER. WE EXPECT FURTHER MOVEMENT TOWARD MARKET INTEREST 

RATES AT THE MEETINGS OF THE PARTICIPANTS IN MARCH AND MAY. 

MINIMUM EXPORT CREDIT RATES SHOULD TAKE BETTER ACCOUNT OF THE. 

VARYING LEVELS OF- INTEREST RATES IN DIFFERENT CURRENCIES. 

WE WILL BE EXPLORING OTHER AREAS WHERE INTERNATIONAL 

EXPORT CREDIT PRACTICES CAN BE IMPROVED. INDUSTRIAL EXPORT 
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SECTORS NOT NOW COVERED BY THE ARRANGEMENT -- SUCH. AS NUCLEAR 

POWER AND AIRCRAFT -- MIGHT BE INCLUDED UNDER ITS DISCIPLINE OR 

PREFERABLY AN EVEN STRONGER,DISCIPLINE. 

MIXED .CREDITS SHOULD ALSO BE SUBJECTED TO STILL 

GREATER DISCIPLINE. 

Y:3 
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Overview 

DEPARTMENT OF STATE 

BRIEFING PAPER 

MACROECONOMIC OUTLOOK-OECD AREA 

In most-non-US OECD economies, the struggle to beat back 
inflation and adjust to the second major oil shock continues 
to receive top priority. However, the length and depth of the 
recession threaten to undermine further the. consensus on 
continued anti-inflationary policies, which has already been 
deserted by France. The recession is also increasing protectionist 
pressures and exacerbating trade tensions, especially around 
the US, the EC, and Japan. 

Non-US OECD inflation is declining, but improvement is 
slow . . The average inflation rate in these OECD countries 
peaked in 1980 at 11.4 percent but eased to about 10.5 percent 
in 1981. · Among the large OECD countries inflation rates now 
range from about 5 percent in Germany and Japan, to about 19 
percent for Italy. Inflation in the non-US OECD area should 
continue to decrease this year, probably falling to about 9 
percent. While inflation appears to be following the same 
pattern of decline as in the period following the first OPEC 
price shock, unemployment is still rising and could reach an 
average of 7.8 percent this year (up from 7.2 percent in 
_1981). However, high interest rates throughout the OECD have eased 

1 ·modestl, reflectin continued weakenin of rivate credit 
demands, a sharp decline in US rates, and the recent deva uations 
of the French Franc and Italian Lira within the European 
Monetary System. With stable dollar prices for oil, the 1982 
non-US OECD current account deficit should fall again (perhaps 

. t9 around $30 billion) . . Under .this key assump_t;i.on, . moderat_e_ . , ... 
,:--··:·f ·-:.•,-::r-ecovery·<i: s:.:±n:' ·pros f3ect~-- ·f ·or~·l9 8"2 ·t· -·>·bvef a•l-1- ~·:· 'rion.Z:us•:. 'OECn'· :·gtbw-th~-·:: :t"; :.~•·.-,- _:,-.'. 

should reach 2 percent (up from .75 percent last year). 
The expected second-half 1982 upswing in the US should · 
also help strengthen the recovery in the remainder of the OECD. 

Individual Countries 

Among the larger European economies, Germany's restictive 
monetary and budget policies have been spurred by its fear cf 
inflation (6.0 percent in 1981 was high by German standards) 
and its efforts to defend the DM in the face of large current 
account deficits ($16 billion irr ~980 and $8.5 billion in 1981). 
Recession has hit this stalwart economy fairly hard. Real output 
declined by more than 0. 5 percent in 1981 and lates:t. indications 
are that growth this year will be between 1 and 1.5 percent, 
significantly less than previously anticipated. Unemployment 

\ January 8, 
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could r~ach 6 percent (or 1.6 million workers) in 1982, up from 3.8 
percent ·in 1980. However, inflation is easing considerably and should 
help bolster an export-led·recovery in the second-half of 1982. The 
Socialist government in France is determined to expand the economy as 
rapidly as possible while relying on incomes policy to ease the in­
flationary effects of expansion. The government is banking on higher 
minimum wages and transfer payments to stimulate consumption and 
increased state interventionism to stimulate employment. Real GNP 
stagnated in the first hal~ of 1981, but recovery began in the third 
quarter and should continue into 1982 with growth reaching 2½ to 3 
percent. Inflation, already a major problem at about 14½ percent in 
1981, will probably be aggravated by government ·policies. In the U.K., 
there is no wavering in the government's determination to hold to its 
policies of reducing the rate of inflation by strict control over money 
supply growth and of restoring the conditions for faster real growth . 
through reduced government involvement ~n the economy. However, real 
output is in its second consecutive year of decline while unemployment 
has now risen to well over 10 percent. As a result, Thatcher is coming 
under increasing attack from all sides, particularly within her own 
party. Con·siderable progress was made against inflation last year (12 
percent compared to 18 percent in 1981) and should continue into 1982. 
The third quarter ·of 1980 brought the first positive real growth in two 
years, and the recovery should continue into 1982. Unemployment will 

-continue to rise, but at a declining rate. The Italian economic slump 
seems to be deepening.Third quarter 1981 output dropped 1.6 percent 
following a second quarter decline of 1.2 percent. ·Meanwhile, anti­

.'.inf lation policies have been les·s effective than elsewhere with prices 
,•: increasing by about 20 percent in both 1980 and 1981. ~he projected 

economic picture remains g~oomy with higher unemployment rates and a 
large current account deficit expected in 1982. Major problems include· 
large government deficits, widespread indexing and weakened foreign 
trade competitiveness • 

• '., ...... -~· ., • .. ...... ~::. . ··• •• ·.~ -~ .. --:. • • -·- · .... ~. •' ..... ·:·. \ .... ~· ......... --i·-· ~ ......... •' ...... ~ ••• ' ..... •t4-".· • .... : : .... ; ... ,.• .... ·::;.~ *;>-' ... ~J 
~~~•-"'"'-~~~-.-/,.•:i','5i:ip~n-.~!5::tttt:Eriilr-6£·i'.'ra te-~·-'1e1:r•:-2~·"·s~;p~?2:eH-e";:;f;{>:'·i·91 Ei1'·~;-a'· "~ii1;~id·\-. ~- ;,--. - ~~· •,;,?_~ ~· ·:· 1 

contin~e to moderate this.year. The external sector is expected to 
pave the way to stronger growth in 1982 (at about 4 percent) as witnessed 
by a projected current account surplus near $18 billion. Much of this 
surplus will be due to Japan's enormous (perhaps $18 billion) bilater_al 
trade surplus with the US, and the EC ($10 billion). After performing 
better than expected durin the first half of 1981, the Canadian 
economy switched gears in the third quarter real output fell by 4.i. 
percent). Unemployment, already a problem at 7.5 percent in 1980, 
reached 8.3 percent in October 1981. Meanwhile inflation,worsened 
last year (up to around 12 percent) and little relief is in sight~ 

In the·smaller OECD economies, reduced growth in major trading 
partners has hit exports and weakened economic performance (real 
output rose by about .8 percent last year, down from 2 percent in 
1980). Some export-led improvement can be expected in 1982, but 
overall growth will still be low (less than 2 percent). Countries 
especially affected by worsening performance include Austria, 
3elgium, Luxembourg, the Netherlands, and Sweden. Inflation in the 
smaller OECD countries· should average about 12.0 percent this year, 
down f_rqm 14.0 percent in 1981. 

Attachment: As stated 
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TABLE NO. 1 

West Germani 

Real Growth, GNP Change in CPI Current Account Unemployment Rate 
{Bil us ~) 

79 BO Bl 82 80 Bl 82 79 80 81 82 · 79 80 Bl 82 

Actual 4.5 1.8 5.5 -5.5 -16.4 3.8 3.8 

Treas (Jan) -0.6 0.9 6.0 5. 2 . -9.0 2.0 N .A. N.A. 

OECD (Dec) -1.0 1.3 5.8 4.3 -8.5 1.8 5.0 6.0 

Official (Oct) -1.0 1.0-2.0 N.A. N.A. N.A. N.A. N.A. N.A. 

DRI (Dec) -1.0 1.4 5.9 4.5 N.A. N.A. 5.5 6.8 

WEFA (Dec) -1.1 0.7 5.8 5.6 -8.1 --:4. 2 . 4. 7 6.2 

Notes to Tables: .- . 
{ 

DRI is Data Resources Inc. (Lexingt~1, Massachusetts} 
WEFA is Wharton Econometric Forecasting Associates (Philadelphia, Pennsylvania} 

' 

N.A. - Not Available 
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Real Growth, GNP 

79 80 81 82 

Actual 3.2 1. 3 

Treas (Jan) 0.3 2.7 

OECD (Dec) 0.5 2.5 

Official (Oct) 0.5 3.3 

DRI (Dec) 0.1 2.8 

WEFA (Dec) 0.7 1.5 

-~:, Change in CPI 
:j,', ---
.r ~. 
~ :' ' 

80 81 

13;6 

14.5 

13.5 

13.4 

13.5 

13.5 

82 

15 .·5 

13.8 

12 .·9 

14.5 

15.0 

Current Account 
(Bil US $) 

Unemployment Rate 

79 80 81 82 79 80 81 82 

1.2 -7.8 5.9 6.3 

-7.3 -10.8 N.A. N.A. 

-6.5 -6.8 7.5 8.5 

N.A. N.A. N.A. N.A. 

N.A. N.A . 7.6 8.4 

-3.1 -2.3 7.5 8.2 



Real Growth, 

79 80 81 

l\ctual 1.1 -1.4 

Treas (Jan) -3.0 

0 :eco (Dec) -2.0 

official (Nov) -2.0 

oRI (Dec) -3.0 

WEFA (Dec) -2.1 

GNP 

82 

1.0 

0.3 

1.0 

1. 5· 

1.2 

.1 • ..__ 

'.11• 
-►:' . . _:'f TABLE NO. 3 

l,., . d 
~ .. Unite Kingdom ...... 
Z~t 
..-; ,!ti. 

'.t Change in CPI 
~~ - --s 
.:..1,. 

7$ 80 81 82 

18.0 

11.9 10.0 

11.0 10.3 

10.0 N.A. 

11.8 9.9 

11.1 10.5 

CONFIDENT~~ 

Current Account 
(Bi.l us $) 

79 80 81 82 

-1.8 7.7 

12.0 4.9 

14.5 2.3 

6.0 .N.A. 

N.A. N.A. 

5.7 -0,. 8 

Unemplo:r:merit 

. 79 80 81 

4.9 6.3 

N.A. 

10.5 

N.A. 

9.8 

10.6 

Rate 

82 

N.A. 

12.0 

N.A. 

11.1 

11.8 

_,C 

CT) 



Real Growth, 

79 80 81 

Actual 5.0 4.0 

Treas (Jan) -1.0 

OECD (Dec) o.o 

Official (Sept) o.o 

DRI (Dec) 0.3 

WEFA (Dec) 0.0 

GNP 

82 

0.8 

1.0 

1.0 

l.'4 

2.7 

~;., 
-.?;'' 

ii.a 
,,t::r 
•i-; 
•· .,:. 

Italy 

80 81 

21.2 

18.7 

19. 3 

19-20 

20.4 

19.1 

Current Account 
(Bil us $) 

82 79 80 81 82 

5.2 -9.8 

17.0 -8.8 -4.4 

16.0 -9.5 -5.0 

17-17.5 -9.7 -7.5 

19.4 N.A. N.A. 

16.9 -13.6 -11.5 

Unem;eloyment 

79 BO 81 

7.7 7.6 

N.A. 

8.3 

N.A. 

8.3 

8.0 

Rate 

82 

N.A. 

9.0 

N.A. 

8.8 

8.4 

......c 
_D 



Real Growth, 

79 80 81 

Actual 5.9 4.0 

Treas (Jan) 3.4 

OECD (Dec) 3.8 

Official (Nov) 4.7 

DRI (Dec) 3.5 

WEFA (Dec) 4.2 

GNP 

82 

4.0 

3.8 

N.A. 

4.5 

4.0 

TABLE NO. 5 

Japan 

) Change 

\ 
in CPI 

.;t 

79 80 81 82 

....... -~· 
~t. 
f · ., ... 

8.0 

4.9 4.0 

4.8 4. 5 

5.0 N.A. 

4.8 2.6 

5.2 4. 4 

1
' -CONFIOENHAI:-

Current Account Unem:eloirnent Rate 
(Bil us $) 

79 80 81 82 79 80 81 82 

-8.8 -10.7 2.1 2.0 

5.5 18.0 N.A. N.A. 

5.5 17.0 2.3 2.3 

6.5 7.6 N.A. N.A. 

6.5 18.8 2.3 2.3 

6.4 9.6 2.2 2.2 



TABLE NO. 6 

Canada 

Real Growth, GNP -- Change in CPI ,, 
i~ 

Current Account 
(Bil us $) 

Unemployment Rate 

79 80 81 82 79 80 81 82 79 80 81 82 79 80 81 82 

~! 
~= 

Actual 2.9 0.0' 9:; 1 10. 2 
'r 

-4.3 -1.6 7.4 7.5 

Treas (Jan) 2.4 0.0 12.5 11.2 -6.2 -7.7 N.A. N.A. 

OECD (Dec) 3.0 1.0 11.5 11.5 -7.5 -10.8 7.5 8.3 

DRI (Dec) 2.8 0.6 12.4 10.7 -7.9 -9.6 7.6 8.5 

WEFA (Dec) 2.8 1. 3. 12.5 12.4 -4.7 -4.6 7.3 7.2 
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ANNEX 

U. S. ECONOMIC OUTLOOK 

The ~ecession in the U.S. is continuing into 1982, but 
there are signs that downward momentum J.s diminishing. 
Following a sharp drop in the fourth quarter of 1981 (estimated 
at about 5½ percent), real GNP is expected to decline much 
more moderately in the current quarter· and then stabilize, 
setting the stage for a fairly vigorous expans.ion in the 
second half of the year (at about 5 percent). The unemployment 
rate -- now at 8.9 percent (as of December, 1981) -- could 
reach 9 ercent or even sli htly higher before it turns 
downward during the second ha f oft e year. Meanw i e, the 
inflatjon picture is showing significant improvement. 
Increases in consumer and wholesale prices have subsided 
quite markedly in the past year. They should moderate even 
further in 1982, with consumer prices perhaps down to 7-7.5 
percent (almost half of 1980 rate of 13.5 percent). Wage 
rates and the GNP deflater have not performed as satisfactorily, 
but are expected to show substantial improvement during the 
course of 1982. 

Interest rates are now well below their 1981 peaks. 
Short-term rates are already about 4 percentage points below 
what they were just several months ago. This pattern of 
overall decline in interest rates should continue at least 
for the first half of the year and help bolster the anti·cipated 
recovery. One uncertainty in the interest rate picture is 
the possible effects of large Federal deficits. Actions to 
reduce these prospective deficits through further cuts in 
non-defense._ expendi tu.res_ .and .measures. t9.:, .. e;xpand·- revenues. :.are·: ~ 
now being considered. · · 

CONFID 



U.S. OBJECTIVES 

BRIEFING PAPER 

·LIMITE~CiAL. USE_ .... 
ENERGY-IMPLICATIONS OF CURRENT 

SUPPLY/DEMAND OUTLOOK 

-- To encourage the build-up of oil security stocks 
during th~s favorable market period. 

-- To encourage further deregulation of national 
energy markets (e.g., natural gas price decontrol) which 
might be more difficult politically undir ·tight ~arket · 
conditions. 

-- To prevent the renewal of any pressure from some of 
our European. allies_ for a ·formal· sub-trigger crisis mechanism 

.~nd/or highly interventionist stock management policies 
during an oil suppli ciisis. 

ESSENTIAL FACTORS 

The facts show a decline in IEA oil co_nsumption of 8% 
betwe~n 1979 and 1980, and we expect another 5-7% decline· 
between 1980 and· 1981. Although much of this decline is 

·attributable to long-term structural e:ha·nge·, -- a sign if ican t 
portion· may be due to cyclical, and iherefore reversible, 
·factors such as weather and· econo~ic activity. 

If the present slow ener~y growth environment continues 
over the longer term, ·rEA nations' net oil _imports can , 
be expe~ted to fall to 21 million barrels per day in 1985 
and to 1 8.:.1 9 mb/d in 1990. Throughout the decade, tota_l 

S3.1 

: ... - .. ;· .... ~ne.~_gy µse 1?ay __ 9~ow ~t __ on~y ·a 0.5-:-_1_.0_% a~nual __ rate •. In this :· _. 
~·- ,-ir:).,-•. --,:: ....... ··e'n\1'ir·onmetit•·,· ·Ya ·key··"e'riergy '::tss'iie•~wi tf·'"b'e:,, theV""r··a:te'· at•'_.\\Jh"fch.,::~~'.'"1'·.",-.t;:",-···:-~_;.-•• ~;.;;,;-'.·::~:-:i 

industrial economies switch from oil to such ·conventional. 
al ternat-iyes as coal, nuclear- power, and natural gas. 

If investment in more efficient plant and in non-oil 
energy sources is delayed by a·~ombination of complacency, 
high interest·rates, and poor economic ~rowth, developed 
country oil consumption could be higher than anticipated 
~ith subs~antial upward- pric~ pressure in the second 
half of .the 1980 1 s. -Demand ·pressur~ would be aggravated 
by fairly rapid increas~s ·in OPEC and ·in other developing 
countries. 

-----------. - -- . ·- --
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-- We believe that larqe stocks and the free play of 
market forces offer the mo-st effective_ protection-against 
supply interruptions. In the U.S~ the decrease in commercial 
stocks is being parti~lly offset by SPR purchases, including 
a long term contract.with Mexico. Since the Reagan admini­
stration took office, the o~s. has more than doubled the 
amount of oil in th~ Strategic Petroleum Reserve, which is 
presently ai a level of one-quarter of a billion barrels of 
oil. We are continuing to fill it_at a rate of 300,000 
barrels per day. At the same time, we -rema•in cornmi tted to a 
multilateral approach to oil emergencies -- as set out in 
the International Energy Program rather than a unilateral 
approach. 

,,. a r : "• 
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January 21-22, 1982 

POLAND 

U.S. OBJECTIVES 

-- Our objectives with regard to Poland are two-fold. 
First and foremost we seek to reduce repression. This could be 
achieved by ending martial law, releasing the detainees and 
restoring a dialogue with the Church and Solidarity. The 
second is to avoid turning a defeat for the East into a defeat 
for the West. To this end, we must take concerted action with 
a view·to improving the situation in Poland. 

ESSENTIAL FACTORS 

The Polish economy is in a shambles. In 1981, national 
income dropped 15%, the third straight yeai of decline; coal 
production slumped to its lowest level since 1974; production 

(.~ of meat declined 25%; dairy production declined 8%; the supply 
of consumer goods was down 10%; exports dropped 14% and 1982 
interest payments on Poland's debt to the West will amount to 
$605 million. There is no justification for these appalling 
statistics. Poland can and should be a prosperous and 
productive country. Western nations must encourage a return to 

'., .... ·.:· :.· ....... .., ,,:~ ·.:.:,-.r.~!P.t~ .. :A~9,,_.;.,_:;.1~.\i~).;_,~n~-}~f PJ~ t: J-n-:P.Q1~-9~- '-~ .• ~FOJ;lC>~ip _ ;r eco.:v.~.JY,, ·:-.-":·: ·: '.;::•, .... · 
· , · · Thus ou·r actions must be aimed toward decreasing repression in 

( 
\ 

Poland and toward a readiness to assist in rebuilding the 
economy when the repression is lifted. -

TALKING.POINTS 

-- THE SPECIFIC STEPS THE U.S. IS TAKING NOW ARE AIMED AT 

THE LIFTING OF MARTIAL LAW, RELEASE OF POLITICAL PRISONERS AND 

A RESUMPTION OF THE PROCESS OF NEGOTIATIONS. THEY ARE 

REVERSIBLE, MAXIMIZING THE SCOPE FOR COMPROMISE AMONG ALL 

PARTIES IN POLAND. 

ON DEBT, WE HAVE AGREED WITH OTHER CREDITORS NOT TO 

INVOKE THE "EXCEPTIONAL CIRCUMSTANCES" CLAUSE AT THIS TIME. WE 

CONN-QENTIAL 
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DO NOT WISH TO PUSH POLAND INTO A DEFAULT WHICH WILL DESTROY 

WHAT REMAINS OF ITS ECONOMY. 

-- THE U.S. HAS TAKEN NO ACTION TO INFLUENCE PRIVATE 

BANKERS IN REGARD TO POLISH DEBTS. 

-- ON HIGH TECHNOLOGY LICENSES, THE U.S. HAS ASKED COCOM. 

PARTICIPANTS TO AGREE NOT TO SEEK EXCEPTIONS FOR SHIPMENTS TO 

POLAND. 

---.ON EXPORTS OF ENERGY ITEMS TO THE USSR, THE U.S. HAS 

SUSPENDED ISSUANCE OF LICENSES TO PUT PRESSURE ON THE SOVIET 

UlHON TO CEASE ITS INTERVENTION IN POLAND. 

--IN ALL THE ECONOMIC SANCTIONS WE HAVE INITIATED, OUR 
f .. 

t INTENT IS NOT TO DAMAGE FURTHER THE POLISH ECONOMY OR TO DO 

LONG-TERM DAMAGE TO THE SOVIET ECONOMY. OUR INTENT IS TO GET 

THE POLISH MILITARY GOVERNMENT TO STOP REPRESSIVE ACTIONS AND 

TO ENCOURAGE. T-HE USSR·-TO CEASE. ITS:, INTERVENTION. ,IN POLISH;.: ... ·;.;••,,.~ :·-~·-'•;i.,J'.'.•.-:··:.a,·,.: · 

AFFAIRS. 

-- WE ARE CON'I'INUING OUR HUMANITARIAN ASSISTANCE TO POLAND 

AND CONSIDERING INCREASING IT. WE ARE ENCOURAGING OTHERS TO DO 

LIKEWISE. 

-- TO BE EFFECTIVE, WE NEED THE ACTIVE SUPPORT AND 

ASSISTANCE OF OUR ALLIES. CONCERTED ACTION WILL HAVE THE 

GREATEST CHANCE OF TURNING THE SITUATION IN POLAND AROUND. 

-- IN THIS CONNECTION, WE ARE COUNTING ON ALLIES AND 

FRIENDS.NOT TO UNDERCUT ACTIONS ALREADY TAKEN BY THE U.S. IN 
. 

REPLY TO THE REPRESSION IN POLAND. 

CONFIDEN\,IAL 
' 
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BRIEFING PAPER 

International Trade Problems 

U.S. O'BJECTIVES 

To share with OECD members our concerns about 
the deteriorating international trade environment, 
and our view that close cooperation is essential in 
the ~oming months if we are to avoid a new era of 
protectionism. 

ESSENTIAL FACTORS 

/ 

Trade tensions, aggravated by the current 
recessions in the United States and Europe, pose a 
serious threat to maintenance of an open international 
trading system. 

TALKING POINTS 

All trading nations ~ust resist protectionist 
pressures, particularly now, when economic 
conditions ate difficult. 

~si· -- The economic measures taken by the Reagan 
Administration will revitalize the U.S. economy, 

51-

. . which will in turn benefit .our trading partners. - .·. 
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-- We are profoundly concerned by impediments to 
free trade, whether tariffs or other barriers to 
fair market access, expo~t financing practices 
or internal subsidies an·d other measures which 
permit unfair competition. 

-- We all have an interest in drawing developing 
countries further into the international trading 
sys~em, and helping them stimulate their economies 
through trade and private investment. 

-- There is a need for a continuing consultation 
between and among trading countries. The recent 
quadripartite discussions in Florida, the bilateral 
US-EC and US-Japan consultations, the US-EC 
Ministerial-Level discussions next month, the OECD 
Ministerial and the G,ATT Ministerial are all part of 
this process·. 
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