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SUBJECT: IDB MEETING: ARGENTINE BILATERAL
SUMMARY. ON APRIL 14 TREASURY DEPUTY SECRETARY CARSWELL
MET WITH ARGENTINE PINANCE MINISTER MARTINEZ DE HOZ. MAJOR
TOPICS OF DISCUSSION INCLUDED U,.S. ACTIONS ON IRAN AND
APGHANISTAN, ARGENTINE GRAINSALES TO RUSSIA AND PARTICIPA-
TION IN OLYMPICS. OTHER SUBJECTS COVERED WERE POSSIBLE
CHINESE MEMBERSEIP IN THE WORLD BANK, CONGRESSIONAL a&CTION
ON THE IDB REPLENISHMENT, THE IMF SUBSTITUTION AMOUNT, &
BILATERAL TAY. TREAPY, AND THE ARGENTINE ECONOMY. OT ER
PARTICIPANTES PROM ARGENTINA INCLOUDED MESSRS. IAREZZA,
SOLDATI, BLANCO, AND ZIMMERMAN; FROM THE U.S., MESSRS,
NACHMANOFY, BUSHNELL, AND SWEENEY, - END SUMMARY

.0. 13526 25x ( )( )()
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Excise ( ) Deny (Declassify

1. MR, CARSHELL OPENED THE MEETING WITH A DISCUSSION OF
U.S. PRORLEMS WITH I'RAN AND THE RUSSIAN INTRUSION INTO
APGHANISTAN, HE STATED THAT HE HAD BEEIN DEDICATING ABQUT
ONE-THIRD OF HIS. TIM TO THESE ISSUES AND THAT PRESIDENT
CARTER BELIEVED THAT THEY WERE CLFARLY OF MAJOR IMPORT-
ANCE, CARSWELL FURTHER INDICATED THAT THE U.S. WOULD CON-
TINUE T0 EMPLOY POLITICAL AND ECONOMIC SANCTIONS AGAINST

. TRAN AND THE USSR, HE NOTED THAT THE U.S. 30VERNMENT HAD
RLOCKED MORE THAN %8 BILLION IN IRANIAN ASSETS, OF WHICH
42 BILLION WERE IN THE FEDERAL RESERVE BANX IN NEW YORK.
HE EXPRESSED APPRECTATION FOR ARGENTINA’S DECISION TO CALL
ITS AMBASSADOR TO IRAN T0 BA FOR CONSULTATIONS.

Department of State, A/GIS/IPS/SRP

Exernptions b (
Declassify after

2. MARTINEZ D® HOZ ACENOWLEDGED THAT THE AFGHANISTAN SITUA-
TION WAS VERY DIFFICULT BUT A% DID NOT BELIEVE ECONOMIC
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SANCTIONS WOULD BE EFFECTIVE. RATHER POLITICAL AND MILITARY
MEASURES WOULD PRODM E BETTER RESULTS. HE INQUIRED WHETHER
OTRE® ARAB COUNTRIES HAD WITHDRAWN FUNDS FROM AMERICAN

BSCES AS A RESULT OF U.S. SANCTIONS AGAINST IRAN.

%. MR. CARSWFLL KEPLIED TH T THE MEASURES HAD BEEN DISCUSSED
AT L¥NGTH WITH OTHER ARAB COUNTRIES ANDZZHAT TH® BOTENTIAL
PROBLEMS ANTICIPATED FOR THE U.S. HAD NOT MATERIALIZED.
ALTHOUGH THE DOLLAR HAD INITIALLY DECLINED IN YORFIGN EX~
CRANGE MARKXTS WHEN THE SANCTIONS wERE ANNOUMCED, IT SURSE-
OTUENTLY STRENGTHENED AND NO MAJOR MOVEMENTS OF FUNDS HAD
OCCTRRED, IN FACT, THBERE HAD BEEN PRACTICALLY NO CHANGE

IN THE COMPOSITION OF ARAB O¥WNED ASSETS.

4, THRNING TO AFGHANISTAN, CARSWELL INDICATED THAT THE

U.5. WOPWD NOT SEND TEAM TO THE OLYMPICS IN MOSCOW AND

IT WAS SEEKING SOLIDARITY ON THIS FROM ALL OTHERS INCLUDING
SNUTH AMERICAN COUNTRIES. HE EMPHASIZED THAT THIS wOULD 8%
PRECTSELY THE KIND OF EFFECTIVE POLITICAL GESTURE WHICH
MARTINEZ DE JOZ HAD FARLIER aLLUDED TO., EMR., BUSHNELL

ADDED THAT SUCH A JOINT EF¥ORT WOULD EXERT & MAJOR EFFECT
TN RUSSTIA WHERE THT LYADERS WOULD RAVE A& DIFFICULT TIME EX-
PLAINING A BOYCOTT T THE RUSSIAN PROPLE. CARSWELL MEN-
TIONED THAT THERE WKRE NOW REPORTS THAT THE SOVIET GOVERN=-
MENT WAS WORRTED ABOUT THIS.

5. MARTINEZ DE HOZ INQUIRED 4S TO THE POSITION OF THE
PTROPEANS ON THIS ISSUE AND WHETHER THERE WAS ANY TIME
LIMIT ¥YOR A RESPONSE TO THE OLYMPIC INVITATIONS.

€. MR, CARSWELL RESPONDED THAT THE SITVATION DIFFERED FROM
COTNTRY TO COUNTRY--FOR EYAMPLE THE DUTCH AND GERMANS HAD
INDICATED THAT THEY WOULD MNOT GO AND THE FRENCH 4PPEARED
SYMPATHRTICPM ALSO THERE WAS NOW A GROWING IMPETOUS FOR
ALTERNATIVE GAMES TO BE AELD TN A DIFFERENT COUNTRY. BUSH-
NFLL OPINED TPFAT MOST OF THE OECD COUNTRIES WOULD SOON
SUPPORT WITHDRAWAL FROM THE MOSCOW GAMES AND THE FACT THAT
T® U.,8, OLYMPIC GOMMITTEE HaD VOTED NOT TO PARTICIPATE
WOQULD AFLP, HE ADDED THAT THE DEADLINK® FORB RESPONSES TO
THR OLYMPIC INVITATIONS WAS MAY 22,

7. MARTINEZ DE HOZ7 OBSERVED THAT IT WOILD BE BETTER TO

OLD THE OLYMPIC GAMTES IN GREECE PERMANENTLY. THIS woULD

AVOID POTENTIAL POLITICATLPRCRLEMS AND BE LESS COSTLY.

PARSWRLL AGRWED THAT THE PHESENT SYSTEM WAS LAHGELTY ONECONOMTC
AMD AGATIN REQUESTRED ARGENTIN& SUPPORT IN MAKIMG THE BOY-

COTT AN FFFECTIVYE INTERNATIONAL RESPONSE TQO RUSSIAN ACTIONS

IN AFGHANISTAN.

RT
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2, MARTINEZ DT HOZ THEN OUTLINED THE ARGENTINE POSITION ON
GRATN SALES TO RUSSIA AND ISTRIBUTED A SHOR?T POSITION PAPER
ON THE ISSUE, FFR POINTED OUT THAT ARGENTINE GLOBAL TRADF
PATTERNS HAD BEGUN T0 CHANGE LONG BFFORE THE U.S. GRAIN EM-
BARGO, DUW TO ITS STRONG PREFERENCE ¥FOR U,5. TECHNOLOGY AND
FOUIPMENT, ARGENTINA HAS TRADITIONALLY INCURRED & SUBSTANT-
TAL NEGATIVE TRADE BALANCE WITH Tdf U,S. WHICH WAS O FSET BY
A POSITIVE TRADE BALANCE wWITH WESTERN EURQPE. HOWEVER, IN
RECENT YWARS THBE WESTERN EUROPEAN SHARE OF ARGAINTINE EXPNRTS
7AD DECLINED FROM 5% PERCENT TO 3% PERCENT OF #HE TOTAL HE-
CAUS® OF TH® GEC AGRICULTORAT POLICI&S WHILE THE SHARES OF
TEY LATIN AMTSRICAN FREE TRADE AREA AND £ASTERN EUROPE,
PARTICULARLY RUSSIA, HAD GAINED INCREASED IMPORTANCE. THIS
TAS NOW RECOME A NORMAL TRADE PATTERN FOR AnGENTINA AND IN
ORDER TO CONTINUR BUYING FROM THE U.S., IT MUST SELL AGRI-
COLTIRAT PRUDUCTS TO RUSSIA.

Q, MARTINFZ DE AQ7 STATED THAT THE U.S. SEEMED T0 BE PROCEED-
ING AS IF RUISSIA WERE A DEMOCRACY WHICH WAS RESPONSIVE TO

DOMESTIC PURLIC OPINION, HE OBSERVED THAT THZ SOVIET SOVERN-
MENT IS5 A DICTATORSEIP WHICH WILL NOT Bx OVERTHROWN AND ADDED

THAT PREVENTION OF THE SPREAD OF COMMUNISM %OULD REQUIRE MORE
RFFECTIVE MFASURES. HE NOTED THAT ARGENTINA AND MANY OTHRR
COUNTRIES HAD BECOME INCREASINGLY CONCRRNED OVER THE APPARENT
TACE OF U.S, RESOLV® ON THIS QUESTION &ND ITS WEAK POLICY
RESPONSES IN SWVERAL AKRFPAS. ARGCENTINA, ON THE OTHER HAND,
HAD FOTGHT COMMITMISM WITH ITS OWsx BLOON RO TdR PAST SEVEMN
YTARS,

1#, CARSWFLL POINTED GUT THAT TEE U.S. TOO HAD 4 NORMAL GRAIN
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TRADE PATTERN WITH RUSSIA BUT THAT THE RUSSTAN INVASION OF
APGAANTSTAN CANNOT BE TREATED A4S NORMAL., WERE IT TO BE I&-
NORED THIS COULD FENCOURAGE RUSSIA 70 TA%: SIMILAR ACLIONS IN
THFR MIDDLE EAST., THE PROPAGANDA EFFECTS OF U.5. INITIATIVES
OM THIS ISSUE 9AVE BEEN IMPORTANT AND -AR® NOW CLEARLY LINKED
IN TH® PUBLIC MIND., M™MOREFOVER, AMONb THE POSSIBLE ALTERNA-
TIVRES PRESIDENT CART®R FELT THAT THE OLYMPICS AND GRAIN BOY-
COTTS WOULD BE THE MOST PRODICTIVE MEASURES TO UNDuRTALE AND
TEAT THEY WONLD RE EFFECTIVE, PARTICULARLY #ITH INTERNATIONAL
SUPPORT.

11. MARTINTZ DE HOZ” RESPONSE BRGAN JRTH AN OUTLINE OF THE
ARGENTINE GRAIN MARKET SITUATION. HE NOTED THAT 2 MILLIORU
TONS OF GRAIN HAD BEEN EXPORTED TO JAPAN IN 1979 BUT SUCH EX-
PORTS WOULD DECLINF T0 ZERO THIS YEAR ©BECAUSE OF LOWER U.S.
PRICES. HE ADDED THAT THE SPANISH AND ITALIAN MATZE MARKET
MAY ALSO FALL OFF IN 19r9. FURTHERMORE, CLIMATIC CONDITIONS
FAD ATLSO REDWUCED GRAIN PRODMCTION BY & MILLION TONS.

12. MARTINRZ DE HOZ CONTINUED THAT GENERAL GOODPASTER HAD BEEN
PHORQUAGHLY BRIGFED ON WHY ARGENTINA COULD NOT ENACT ARTI-
FICIAL MEASTRES WHIC WOULD ADVERSELY AFFECT ITS MARKET-
ORIENTED POLICIES. NONEHTELESS, ARGENTINA FAD AGREED TO A
SECRET GENTLEMAN'S AGREEMENT WITH Tu® OFFICIAL RUSSIAN GRAIN
ANRNCY THAT NO ABNORMAL GROWTH IN DIRECT GRAIN TRADE wOULD
NCCTR, OF COURSE, ARGENTINA COULD NOT CONTROL INDIRECT GRAIN
SHIPMENTS BY PRIVATE FIRMS, HE POSITED THAT ®VEN SOME U.S.
AND CANADIAN GRAIN SOLD BY PRIVRTE FIRMS wOUOLD END UP IN
RUSSTA.

13, CARSWELL INQUIRE WHETHER IT WOULD BE POSSIBLE TO PUBLICIZE
THY FACT THAT THE ARGENTINT® GOVERNMENT HAD AGRWED TO SOME
RFESTRAINTS. SINCE THE PERCEPTICN IN THE U.5. WAS THAT ARGENTINA
TAD NO LIMIT ON GRAIN SALES TO THE SOVI®TS. HE INDICATED

TEAT THIS waS BEINC PUBLICIZED NRGATIVELY IN THE 0,85. PHESS

AND ARGENTINA WAS BY NG PORTRAYFED AS PRO-RUSSIAN. IF THIS

WAS 4 MISCONCEPTION, EFFORTS SHOULD BE MADE TO CORRECT THAT
TMPRESSTION,

14, MARTINREZ DE HOZ REPLIED TdAl ARk WAS CONUERNED ABOODT THE
SITUATION RUT WONDERED ¥HETHER PUBLICIZING THE 1984 UNDER-
STANDING WOULp PRODUCY THE DESIRED RESULTS OR SIMPLY EXACER-
RATYE TH® SITUATION, HJE AGREED TO CONTINUE TO THINK ABOUT
PNSSIRLE ATLTERNATIVES AND REMAIN OPRN TO ANY SUGGESTIONS THE
U.S. MISHT AAVE, (IN A SUBSEGUENT CONVEISATION BTLANCO IN-
TORMED MACHMANOFF THAT MARTINEZ D& 407 HAD INSTRUCTED ARGEN-
TINA NEGOTIATORS TO RESIST STRONG SOVI®T PRESSUIRES TQ AGREE

TN SPRCIFIC LEVETS ¥OR CASF YEaRS, HE ALSO TINDICATED THAT
ADCENTTING WAS NWGNTIATING A FIVE TEAR AGRREMENT ON GRAIN SALES
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15, IN RESPONSE TO A QUESTION ON WHAT THE U.S. wILL DO IF THE
AFCEANISTAN STTUATION CONTINOES, CARSWNLL STATED THAT U.S.
ACTIONES HAD BEEN TAK N FOR TWO REASONS~—MORAL OUTRAGE AND THE
POTENTIATL FOR DESTABITIZATION IN THE MIDDLE EAST. IF THE
QUSSTANS WRRE TO SUBJUGATE AFGHANISTAN ThERE IS A DAMNGER THAT
THRIR NEXT TARGFTT WOULD BY IN THE MIDDLE EaST aND THIS WOULD
FE® DISASTROUS ¥OR ALL OF US.

14, MABRTINEZ DE HOZ SAID THAT ONE OF THE PROBLEMS TEE U.5.
PACES IN ASKING OTHER COUNTRIES TO 6O ALONG IS THAT IT HAS

LOST SOME CREDITIBIL TY AS A RESULT O¥ ITS ACTIONS WITH RE~
GARD TO THE SHAR OF IRAN, NICARAGUA, AND EL SALVADOR., HFE

ADDED TRAT THERE SEEMED TO BE A LACK OF RESOLVE IN U.S.
POLICYMAKING AND SPE OLATED THAT IF THE U.S. HAD TAKEN STRONGER
POSYTIONS ON THESE ISSTES, PRESENT PROBLEMS MAY JAVYE BEEN
AVOIDRD,

RrT
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17. CARSWELL POINTED OOT TEAT THE U.S. WAS TRYING TO DRAW A
PIRM TINE WITH THE SOVIETS AND THAT THE PBRESIDENT INTENDS TO
MA¥YY OUR ACTTONS STICK. BUSHNELL CONTINUED fHAT SET ACKS

TOR TAR USSR ON TH& CLYMPICS AND FOOD I KORTS RECAUSE OF WIDE
INTERNATIONAL SUPPORT WOULD INZVITAKLY WEALKKN THOSE RUSSIAN
PALICYMAKERS WHO HAD INSTIGATED THE AFGHANISTAN INVASION,

12, MARTINRZ DE W07 THZN RAISED THE® POSSIBILITY OF C INESE
MTMRERSHIP IN THE WORLD BANK AND Td* IMF, HE INDICATED THAT
IF THIS MATERIALIZES, A TWENTY-FIRST S®AT SHOULD 8E CREATED
IN THE"BOARD OF GOVERNORS. THIS WOULD BE PRYXFERASLE TO CON-
TINTING WITH THE PRESENT STRUCTURE UNDER WHICH LATIN AMERICA
CONLD LOSE ONE OF ITS SEATS3;

19, CARSWELL RESPONDED THAT IT HAS LEEN OUR TIEW THAT THE
WORLD BANK AND IMF SHOULD MOVFE SLOWLY ON THE QUESTION OF
CEINESE MEMBERSHIP AND RESOLVE THE VARIOUS PRDOLEMS, IN-
CLUDING DISTRIBUTICN OF SEATS, PRIOR TO ANY, DECISION. WE
WILL SUPPORT™ PRC MEMBRRSHIP, HOWEVER, WHEN THE DECISION IS
TAREN,

27, MARTINEZ DE BOZ BEXPRESSED HIS CONCERN R4GARDING THE FIFTH
REPLTNISHMENT OF THE IDB, PE OBSFRVED THAT Y7L LATIN COUN-
TRIES WERE WORRIED AND THAT IF THE U.S. CONGRESS DID NOT
APPROVE 0.5, CONTRIBUTIONS, IT WOULL EAERT a 9IGHLY NEGATIVE
TMPACT ON U.,S. RETAT ONS ¥ T4 TATIN AMERICA.

21 . CARSWRLL REPLIED THAT THE ADMINISTRATION HAD BEEN PRESS—
ING FARD FNR PASSAGE OF TER LEGISLATION aND WOULD CONTINUE
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22. MARTING®Z DR WOZ STATED THAT A NEW PRESIDENT TO CHAIR THF
NEXYT WORLD BANK~-IMF MEETING WOULD SOCON HaVk TO BE RLECTED AND

TNDICATED THAT THS NRUGTAYAN CANDIDATH RAD ARGENTINA’S ENDORSF-

MYNT, FB7T EXPRESSED THE HOPE THE 0.S5. wGILD eLSO PROVIDE ITS
SUPPORT, CARSWRLYT INDICATED THE U.S. WOULD GIVE CONSIDERA- -
TION TO URUOGUAYTAN CANDIDACY., MARTINFZ DR HOZ ALSO OBSERVED
TAAT A CONSENSTS WAS DWVELOPING THAT BRAZIT AS CHAIAMAN OF THE
IDB ASSEMBLY SHNULYL ALS0 BE CHAIRMAN OF THE COMMITTEE OF THE
ROARTY, CARSWTELL TNDICATED THAT THE U.S. WOULD LIXE AxSENTINA
mh SIGN THR MTN SUBSIDIES CODE AND TQO WINALIZY® NEGOTIATIONS
WITH THT 0,5. ON A SILATERAL TAX TRHATY. ON Tk LATTER HE
NOTED TRPST TH® TWO COUNTRIXNS WEZRE CLOSE TO AN AGREEMENT AND
TOPED THAT A4 TREATY ON0LD BE YWORKED OUT OVER THE NEXT Fiw
MONTHS, MARTINEZ DE HO7 PROMISED TO yOLLO¥ UP ON BOTH THASE
TESUES [N BUINDS AIRES,

2%3. CARSWRILL RATSED THE NEXD FOR PROGrESS IN THE INTERNATIONAL
MONETARY ARRFA AND INOUIRYED #AETHRR ARGENTINA SOPPORTED THE IMy¥
SUBSTITUTION ACCOUNT. HE SATD THAT THIS ARCHANISHM, WHILE NOT
A PAMACRA, WOUTD RW A STWP FORWARD TO AFRLP INSUKE A MORE
PLEXTRLE WORLD MOMETARY SYSTAEM AND T=2aT Tuk U.S. WOULD
NPAOTIAT® IN GOOD FAITA TC R2RING IT TO FROITION, HOWEVEPR,
SINC® THIS WOULD BENRFIT ATL COUNTRIES, THE U.S, WAS NOT PRE-
PARED TO MAXE CONCESSIONS ON OTHER ISSUES TO OBTAIN THE

SUPPCRT OF DIVELOPING COUNTHIES, MaRTINEZ DT HOZ ACKNCwTEDGRD.

THE® NTED FOR PROGRESS ON THIS IS5ST™s BJT FYLT THAT NEGOTIATIONS
EONLD By LINKED TO COMMNDITY, TRADZE, anND ENTFRGY PROBLEMS.

24, MARTINREZ D® HOZ CLOSED #ITH & (MORT NESCRIPTION OF ARGEN-
PINAS PROGR®WSS ON RENUCING INFLATION whIUn HAD DECLINsF FI0M
AN ANNTIATIZED LEVETL OF 185 PERCENT S5IX MOMTHS A0 TO 46 PER-
FENT IN THT MOST RARCEMT ™MONTH. HE ADDED THAT THE AAGENTINE
GOVERNMENT TAD PURSUED 4 STEADY BECONOMIL POLICY COUHESE SINCE
1375 AND ALPHOUGH BOTH HE AND PxISIueNT ¢IDxTe WOULD LEAVE
OFFICY IN MARCH 1021, THE ARMED FORCES WOILD CONTINUE TO
IMPLEMENT THE SAMEY xCONOMIC PROGRAM BIYCOMHD THAT TIME., TRHIS
WITLL IMSTRY THAT wHEN DEMOCHACY I R«=sTOREL, IT WILL 3E
SOPPORTED BRY A STRONMG SCONOMY,
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