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5: The U.S. and the G8
Robert Fauver

Hello, my name is Bob Fauver. I am here to-
day to talk to you about the economic sum-
mit process for the G8 Online. I might briefly
describe some of my experience and back-
ground if I could at the start, and then I'll turn
to both the U.S. perspective and history of the
economic summit process, and a brief discus-
sion of what some of the issues we will be
focusing this year at the Sea Island Summit
chaired by the United States.

I spent about 32 years working for the
United States government before I got true
religion and joined the private sector about
three years ago. I started my own consulting
firm, Fauver and Associates, which is an eco-
nomic political consulting firm focused
mainly on Asia, largely on Japan and Taiwan.
Prior to that, when I was working for the tax
payers, I spent about 20 years at the Treasury
Department in International Finance. Start-
ing with the economic summit process back
in the first summit at Rambouillet, I did a lot
of negotiations on financial services includ-
ing the U.S-Canadian Free Trade Agreement,
in the financial services sector, which was the
first time that there was a bilateral negotia-
tion of financial services. That set the stage
for including financial services in the Uruguay
Round of the General Agreement on Tariffs
and Trade (GATT) and the World Trade Or-
ganization (WTO). After about 20 years at
treasury, I was fortunate enough to be asked
by former Secretary James Baker to move to
the State Department with him and under-
take a focus on Asian economics. I served as
the deputy assistant secretary for East Asia and
then the undersecretary of state for economic
affairs during the first Bush administration.

At the end of the Bush administration, I
searched around for some kind of a job; as a
career employee it’s very hard to go through

the transition between administrations, espe-
cially at a senior level. But for some reason the
Clinton administration wanted to have an ex-
perienced hand working on the economic sum-
mit process. So I joined the White House staff
at the National Security Council (NSC) and the
National Economic Council (NEC), and served
simultaneously as President Bill Clinton's
sherpa for the first two economic summits and
then on the staffs of the NSC and the NEC.
Once the Clinton administration realized that
the job was too interesting and too good for a
career civil servant, they asked if I wouldn’t like
to find something new to do. So I moved out
to the National Intelligence Council and they
replaced me with a political appointee.

It’s interesting to note that over the long 30
years or so of economic summits, there has only
been one career person who held the job. That
was for a brief two year period when I held it.
Every other time, the sherpa for the United
States has been a political appointee, with
greater or lesser degrees of ties to the president.
I moved onto the National Intelligence Coun-
cil, where for about four years I performed fun-
damental economic research and analysis. The
National Intelligence Council is an advisory
group that provides analysis but no policy de-
cisions, a major change for me after about 25
years in the policy field. I then returned to the
State Department toward the end of my career,
when Deputy Secretary Strobe Talbert wanted
somebody to be the co-ordinator for the U.S.
government on India and Pakistan, following
both of their experiments with exploding nu-
clear weapons. So, after a career of pushing free
trade and trade liberalization and financial
market liberalization, I was tasked with the
problem of defining and creating a set of eco-
nomic sanctions against both India and Paki-
stan. Much as that was against my basic train
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of experience and thought and beliefs, I felt
strongly, as did my government at the time,
about the negative effects of breaking the Non-
proliferation Treaty and the spread of nuclear
weapons. So it was a challenging and interest-
ing experience. I retired from the government
in the summer of the year 2000 and started
my own firm.

That’s enough background on me. Let me
turn to what you really want to hear about,
which is some of the history of the United States
on the economic summit process, and a bit
about what they are going to be doing this year.

It is important to remember the history of
the summit process and how it started. Back
in the late 1960s, the world was still in a fixed
exchange rate mode. The dollar was consid-
ered to be grossly overvalued. Yet nobody from
the major industrialized countries was willing
to revalue their own currencies upward. It was
virtually impossible, given the fixed exchange
rate system, for the U.S. to devalue. The solu-
tion should have come from other countries:
the British, the Germans, the French, the Japa-
nese, revaluing their currencies. Sometime in
1968, the Treasury Department decided it
would be useful to have a group of quiet meet-
ings among finance deputies. This led to the
creation of what was called the G5 Library
Group, which was the predecessor of the eco-
nomic summit process. For about four years,
this G5 Library Group met in secret. They met
about four or five times a year, to try to figure
out a way to change the exchange rate system
that would allow the dollar to have a more
appropriate value. At the same time, they were
trying to find a way that would focus on the
rules of the International Monetary Fund and
their view of fixed exchange rates.

The Library Group played a major role in
the August 15, 1971, decision by the United
States to abandon the gold system. This led to
the process of moving toward more flexible
exchange rates and, eventually, floating ex-
change rates. The decision by the United States
to abandon gold and to move toward a differ-
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ent value for the dollar led to a long process of
negotiations among the major countries on
how to revise the articles of agreement of the
International Monetary Fund (IMF). After
strong negotiations and a long set of time, de-
tailed work, we came up with a process that
changed the Articles of Agreement of the IME
The finance ministers decided that it would be
very useful to have a meeting of the heads of
state of the five countries, to give their politi-
cal support to the endorsement of changing
the rules of agreement of the IME So, what
underlay the first economic summit meeting
was coming together to agree to proposed
changes in the articles of agreement of the IMF
that would allow more flexible exchange rate
systems to be put in place and allow essen-
tially a floating of the dollar. Since the United
States was at the core of forming and postulat-
ing the idea of the G5 Library Group, it is not
hard to imagine that we were also very strong
original, initial supporters of the beginning of
the economic summit process.

It met the first time in Rambouillet in France.
It was largely the G5, although the Italians and
the Canadians were connected with the first
meeting in associated status manner. Then the
European Community (EC) came along (it was
the EC in those days). Because of their author-
ity on trade matters, they were eventually in-
cluded in the summit process, so that if there
were discussions about trade issues the repre-
sentation of the European members would be
handled by the EC.

It's important not to forget that the historic
underpinning of what is now the G8 economic
summit process was, as Clinton said, “It’s the
economy, stupid.” The first series of meetings
focused entirely on world economic issues,
largely bilateral issues and regional issues
among the industrial countries. So, the origi-
nal focus, original purpose — the original
mandate if you will — of the group was to fo-
cus on international economic systemic issues
and the macro monetary and fiscal policies
among the participating countries.
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There was, in the early process (the first year
or two), a strong debate inside the United
States government over what the role of other
issues might be in the economic summit. You
would not be surprised to hear that my State
Department took a very strong view that eco-
nomics should not be the sole focus of discus-
sions at the economic summit: since we had a
rare chance for the leaders to be together, their
agenda should include political issues, secu-
rity issues, regional kinds of foreign policy is-
sues in addition to the economic issues.
Despite some of the hard work by sherpas in
the early days, in trying to craft the agenda and
script the process, it was very clear that leaders
decided by themselves what they wanted to
talk about. One thinks that one is able to con-
trol what the process will be like, but once the
leaders get inside the room by themselves, they
have a strong tendency to be politicians and
to talk about either what's on their mind at
the moment or things that have been bother-
ing them over time, and they want to share
their ideas with the only peer group these lead-
ers really have.

It is also important to remember the world
of the 1970s, because it was quite different then
what we see today. Many of you would not be
aware of the fact that in the early 1970s, when
the economic summit process started, inter-
national travel was still a relatively rare thing.
The Boeing 707 was the plane of choice in
1973. It was the only major plane that flew
internationally. So taking an international trip
took a lot more time and effort. Leaders didn't
meet on a regular basis in a variety of foras as
they do today. The economic summit was a
unique chance for them to be together and
share some time together talking and getting
to know each other.

Trans-Atlantic telephone calls were not eas-
ily arranged. Often in 1973, people had to
book calls in advance. You did not pick up your
cellphone and dial Europe. You didn’t pick up
your cellphone and dial Japan. It was a long,
complicated process. Connections were bad.
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It wasn’t easy to carry on international con-
versations. So the leaders in 1973 or 1974 did
not have the exchanges on a daily or weekly
basis that they do today. One of the major roles
of the economic summit process was to bring
the leaders together and let them take a read
of each other — take a measure of each other
and build a rapport and an ability to discuss
things. Then, if an emergency or a crisis came
up, they knew their counterpart on the other
side of the table. One of the original true val-
ues of the summit process was to pull together
the leaders for an informal time together, an
informal conversation.

It is interesting to look at the summit proc-
ess and watch how it’s evolved over time. World
events, of course, have always shaped discus-
sions. The role of economic issues has waxed
and waned over time. Some years, economics
is a critical part of the summit process; other
years economics plays a very minor role. It is
easy to look back and recognize that in the
1970s the oil crises and the global recession
played a major role in the economic summit
process. During the middle 1980s, in the
Reagan era, economic reform, market econom-
ics, the changing belief of the role of govern-
ments played a major part of the discussions.
There were fascinating debates among the rest
of the G7 with Margaret Thatcher and Ronald
Reagan on what the role of government and
the role of regulations ought to be. This was a
unique chance at that time for the leaders of
the world to debate and to discuss what the
role of government was. You would not be
surprised to come to the conclusion and to
recognize the fact that they did not reach agree-
ment, but they had interesting and unique
opportunities to share their views and try to
convert each other to their different perspec-
tives on the role of government.

During the late 1980s and '90s, development
issues played a more important role. The fo-
cus on the debt crisis of the less developed
countries (LDCs) raised them first to the sur-
face, then to the top of the agenda. When it
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was Canada’s turn to host a summit in the 1981
at Montebello, there was a focus on debt for-
giveness for the poorest of the poor. This
started a process of focusing on debt relief and
debt restructuring. The late 1990s saw the Asian
financial crisis take centrestage in the economic
discussions. The Uruguay Round was a major
focus of discussions in the 1980s and '90s, as
the leaders every year, for four straight years,
promised to bring to the conclusion the Uru-
guay Round that year. Then the next year they
would meet again and they would re-promise
to bring the Uruguay Round to a conclusion
that year. Then they would meet again. So, the
role depends in part on what the issue of the
day is on the economic side. But it also de-
pends on whether they are able to successfully
negotiate some conclusions.

Political issues have also changed over time.
They have risen in essence from the beginning
and played a more and more important role.
Even membership has been decided and dic-
tated by political events. In the late 1980s, there
was talk about the break-up of the Soviet Un-
ion; by 1990 there was the beginning evidence
of the break-up and the freeing of Eastern Eu-
rope, and the role of Russia in the freed,
changed Soviet Union became a concern
among the G7. They felt it was important to
send a political signal to both the Russian peo-
ple and the Russian authorities. At the Lon-
don Summit they began to invite the Russians
to come as an occasional participant for some
topics, first as a third-day member — that is,
they added another half day of discussions and
invited the Russians for a third day. Over sev-
eral years, the Russian role became more and
more inclusive, so that today they are virtually
a full-fledged member of what is now called
the G7/8.

Last year we saw a shift again in political
emphasis. Obviously post-September 11 there
was a focus on the role of terrorism and the
spread of terrorism and how the G7/8 coun-
tries could work together to fight the rise of
global terrorism.
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It is interesting to note that the view of the
United States on the summit process changes
according to who is president. There has been a
widely different view of the value and role of
the economic summit meetings. In the early
days, President Jimmy Carter, who was known
for his focus on detail and minutiae, was heav-
ily involved on the drafting process himself. He
liked to take pen and pencil in hand and work
on the economic communiqué drafts. President
Reagan loved people. It's very clear he enjoyed
the economic summit process for the informal
exchanges with other leaders. He often used his
ability to use folktales as part of a way to sell
his positions and his approaches to policies. He
often told jokes. He and Prime Minister
Thatcher had a marvellous set of exchanges go-
ing during the economic summit process.

President Clinton was concerned about the
economic summit his first one in Tokyo be-
cause it was his first chance to meet world lead-
ers. As the new boy on the block, he had not
had the opportunity to go around and meet
most of the leaders. So the 1993 Tokyo Sum-
mit was his first opportunity to be on stage.
He quickly fell in love with the process. He is
an outgoing person who enjoys working and
negotiating with people. I happened to be the
sherpa for the Tokyo Summit. The president
turned to me at the first coffee break and said,
“Bob, this is just like the national governors’
convention. This is going to be fun work!” For
those of you who don’t know the national
governors’ convention, Clinton was chair of it
for a number of years. It is a chance for the
Republican and Democratic governors around
the country to get together and share ideas and
experiences. So, he saw the economic summit
as his peer group as a leader and a place where
he could work issues. He often brought new
issues to the table himself. He often thought
up new ideas for the economic summit proc-
ess. He was truly a hands-on President for the
economic summits.

On the other hand, we've had two Bush
presidents who were less than enthralled with
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the summit process. The first President Bush
did not really enjoy meetings that focused on
details and minutiae. The constant turning
back to the Uruguay Round trade issues con-
tinually bothered him. He could not figure out
how to solve the problem and get it off the
agenda. He didn't enjoy the informal conver-
sation. The current President Bush also does
not seem to enjoy detailed negotiations. He
prefers one-on-one meetings in an informal
setting to large group meetings where people
are working off an essentially scripted text. So,
the focus of the United States by the president
on the summit process is quickly translated to
the sherpa, who then implements, or tries to
implement, the existing president’s views, and
that tilts and changes the perspective that the
U.S. administration places on the economic
summit process.

This year, we will see a new focus on the
summit. As host, President Bush must, by defi-
nition, become involved with the summit
process, more so than he was last year. What
we've seen to date is that this will be a small
part of his presidential election campaign. One
must remember that whenever there’s a presi-
dential election campaign going on, every
event the president undertakes has some rami-
fications for the election campaign, and will
be seen both by American reporters and vot-
ers as part of an ongoing process in his re-elec-
tion campaign. I think security will play a high
role on the economic agenda as proposed by
the United States. I think that there will be a
focus on Iraqg, on Afghanistan and on the Mid-
dle East problems of terrorism. It seems to be
that the themes for the economic summit this
year will be security, prosperity and freedom.
Now, one must always have caution, because
things change and, until the meetings actually
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take place and the final communiqué is re-
leased, there is always room for change. These
topics and their focus may change over time.
Freedom is going to focus on encouraging
democracy in the Middle East and other coun-
tries not experiencing democracy. Prosperity
is going to focus on re-energizing the global
trade talks, while prodding, poking amd urg-
ing our G7/8 partners to strengthen their eco-
nomic situations. From what we have seen in
the finance ministry run-up to the economic
summit, there is liable also to be a focus on
exchange rates and the exchange rate system
of non-participating countries. On the secu-
rity side there will be a discussion focused on
how to control the spread and transfer of nu-
clear, chemical and biological weapons. In the
aftermath of Libya abandoning its programs
for nuclear weapons, chemical weapons and
biological weapons, we have new evidence of
the spread of technology coming out of the
Asian continent. The triumvirate of Pakistan,
China and North Korea has played a major role
in the unfortunate spread of nuclear technol-
ogy and biological and chemical warfare tech-
nology to any country willing to pay. So, I
suspect there will be a stronger than anticipated
focus on the spread of weapons of mass de-
struction at this year’s summit. But that is the
U.S. agenda, and one always needs to keep in
the back of one’s mind that each of the other
participants comes with their own agenda
ideas and with their own priorities. It should
be a very interesting debate this year. The lead-
ers will be sealed off on Sea Island. They will
be essentially away from the press and the
pomp and circumstance of other summits. I
expect it will be a very informal, relaxed at-
mosphere, and one could at least hope that
they will have good economic discussions.e
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