e
i}
=il
| -
s
N
=¥
:ti-)

HNIIH‘ ' B l‘!H|HHH|I|HMI\|\H‘U |

WMHIW‘

! PART

L COFANCERETIL.LT.OR " S MR ETITNGS

AN FPOT.T W CONCFRNTMNG
TR OGO FTIWNDUUSTR TAT.TSREID

C COITNTTR T RES




on 18 January. _ .

/6. A revised programme and revised

3 = T Rl
- o ok . d £ W :
e L 5 T
* v &
o~

17 January 1

PS
G10 MEETINGS: 17/18 JANUARY

1. There are various changes to the programme circulated under
cover of my minute of 14 January.

2. The Chancellor of the Exchequer with the Governor of the Bank

of England, Mr Littler, Miss Rutter (who replaces Mr Kerr throughout

the programme) and Mr Hall will now return to London by special
flight immediately after the Delors dinner. Transport will be re-
arranged accordingly.

3, Only the Chancellor of the Exchequer, the Governor of the Bank
of England and Mr Littler will attend the Delors dinner on
18 January.

4. The Governor of the Bank of England is dining out at 2030 on
17 January with gr Paul Volcker at 7 Cochon d'Or, 192 Avenue Jean
Jaurés, Paris 19° (telephone number if needed 607.23%.13). by ¥y

5. Mr Loehnis will not now be staying overnight on 18/19 January
but will return to London on Flight BA 315 leaving Roissy at 1930
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Social Secretary
Miss Rutter
Mr Littler
Mr Hall
Mr Loehnis
Mr Dawson (Transport Officer) - . -
Mr Reynolds (Duty Officer) =
Mr Westmacott Rt e AN e g ,' T'_.',Eic
Mr Underwood
Receptionist
SSO
Mr Stewart
Archivist
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G10 MEETINGS: 17/18 JANUARY

Outline Programme

Monday 17 January

0800

1000 - 1800 (approx)

1730

1830

1900 - 2000

: Tueéday918 Janharf

e

- 0830

1000 - 1800

2000

2330 (approx)

Bilateral Littler/Sprinkel (US) at
12 rue Weber.

Meeting of G10 Deputies at the Kleber
Centre attended by Messrs Loehnis,
Littler and Bottrill.

Chancellor of the Exchequer with
Private Secretary (Miss Rutter),
Mr Hall (Press Secretary) arrive
Roissy.

Governor of the Bank of England
arrives Roissy.

Bilateral Chancellor of the Exchequer/
Japanese Finance Minigter at

»‘HM Ambassador s Residence.

'worklng Dinner at HM Amnbassador's
-fResldenca. -

A;Bllateral Chancellor of the Exchequer/ -
M Delors at 93 rue de Rivoli. T

Chancellor accompanied by Messrs
Littler and Garside.

Meeting of G10 Finance Ministers and
Central Bank Governors at the Kleber
Centre. Lunch_at the Kleber Centre.

Dinner given by M Delors at 93 rue de
Rivoli. Chancellor of the Exchequer,
Governor of the Bank of England plus

Mr Littler to attend. :

Chancellor of the Exchequer, Governor
of the Bank of England, Miss Rutter,
Mr Littler and Mr Hall return to
London by charter flight.
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G10 MEETINGS: 17/18 JANUARY I

Transport Arrangements

17 January

1640 Two cars (one containing Mr Garside)
from Embassy to Roissy II (VIP Lounge)
to meet Flight AF 815, ETA 1730.

1700 One car on stand-by at Kleber Centre to
bring Mr Littler and other officials
from Kleber Centre to HM Ambassador's
Residence, as necessary. This car to
remain on call until 1930 in case other ¥
journeys are required to/from the Kleber
Centre. t

1730 One car with Mr Hurr from Embassy to
Roissy I to meet Fllght BA 316,
s - ETA 1830,

Two cars to brlng Chancellor of the

- ~“Exchequer, Miss Rutter (Private
- Secretary), Mr Hall (Press Secretary
%ﬁp‘thavchancqllor) and Mr Garside .

3, “ear: fbring‘Governor of the Bank
of England and Mr Hurr from Roissy I - 23
o Embaasy. . : : ks

= ;,ﬂ = {1"‘-"" i s Triel g

Ona«car to- take thﬂ Governor or the

R L R ‘Bank of England from HM Ambassador's

% ~ "~ Residence to dinner at 7 Cochon d'or, :

~a 192 Avenue Jean Jaures, Paris 19 |

{Tel 607.23.13). To return the

Governor to HM Ambassador's Residence

after dinner.

18 January gl o A

0815 One car to take Chancellor of the
Exchequer, Mr Littler and Mr Garside
from BM Ambassador's Residence to
Ministry of the Economy and Finance,
‘93 rue de Rivoli (Ministerial entrance,
-left-hand courtyard) Car to wait.

.t ....r'{ i i’
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0930 (approx)
0940

1000

1700 onwards

et S T
¥ I

2230

2245 (approx)

One car to take Chancellor of the
Exchequer, Mr Littler and Mr Garside
from 9% rue de Rivoli to Kleber
Centre.

One car to take Governor of the Bank
of England, Mr McMahon, Mr Loehnis
from HM Ambassador's Residence to
Kleber Centre.

One car to return Mr Garside from the
Kleber Centre to the Embassy.

(From 1000 until 1800, including the
lunch period, one car to be on call at
the Embassy in case it is necessary to
run messages between the Embassy and
the Kleber Centre.)

Two cars at Kleber Centre to bring
Chancellor of the Exchequer, Governor
of the Bank of England, Mr Littler,
Miss Rutter, Mr Hall to HM Ambassador's
Re31dence.

One car to be at the Kleber Centre
(with Mr Loehnis's baggage) to take

‘Hr'Loehnls from the Kleber Centre = "' :7

“to Roissy I to catch Flight BA 515,
~ETD-1930.-

Dne;car to take Chancellor of the

. Exchequer, Governor of the Bank of -
England and Mr Littler (with baggage) from

" HM Ambassador's Residence to dinner
at Ministry of the Economy and Finance,
93 rue de Rivoli (Ministerial entrance).

One car to take Miss Rutter and Mr Hall
from Embassy to Ministry of the Economy
and Finance, 93 rue de Rivoli.

Two cars to take Chancellor of the
Exchequer, Governor of the Bank of
England, Mr Littler, Miss Rutter and
Mr Hall from the Ministry of the
Economy and Finance straight to

Le Bourget Airport to catch charter
flight to London (Gatwick). Party to
be seen off by Mr Garside.
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C(F) eEE BE
Social Secretary
Miss Rutter

Mr Hall
2ESIDENCE DINHER, 17 JANUARY
1. Those now abtending the Ambassador's dianer in the

Residence at 8.30 pm this evening are:

Chancellor of the LExchequer

3

Mr McMahon (Deputy Governor, Bank of England)

Mr Littler (2nd Permanent Secretary, HI Treasury)

Mr Loehnis (Bank of England) it

HiSS'Rutté;QtAssistant Private Secretary to_the Chancellor)
Mr Hall (Press Secretary to the Chancellor)

Mr Bottrill (Assigtant Secpetarg;jﬁH'Treasury)

Mr Garside. . S

P J Hurr

17 January 1983







s i

USEFUL TELEPHONE NUMBERS

Embassy (including
HM Ambassador's Residence)

Kleber Centre

Ministry of the Economy
& Finance

Mr Garside (Financial
Counsellor)

Mr Hurr (First Secretary
Economic)

=i,

Roissy Airport i
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501.59.40
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MisE/éutter
FRANCE: UNEMPLOYMENT

1 You might wish to know that the French unemployment figures
for December, published today, show a further slight fall. On an
unadjusted basis the fall was 1.4% to 2,131,400. On a seasonally
adjusted basis the fall was 1.1% to 2,009,000. In both cases the
rise over 12 months becomes 5.8%.

2. This is the second successive month in which there has been
a slight drop in the unemployment total in France. Commenting on
the figures French Ministers have made much of the fact that a
complete quarter's seasonally adjusted figures for unemployment
have fallen for the first time since 1974. The success is
attributed to the beneficial effects of the solidarity contracts
signed between the Government and employers and to the effects of
the one hour reduction in the working week introduced in 1982.

3. You should know, however, that according to the main forecasting
institutions, including the official National Statistical Institute
(INSEE) the upward movement in the unemployment figures is likely
to be resumed from January 1983 onwards, with most forecasters
agreeing on a probable total of around 2.4 million by the middle

of this year.

17 January 1983 P J Hurr
ce: C(F)
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CONFIDENTIAL 2 ((

RECORD OF A CONVERSATION BETWEEN THE CHANCELLOR OF THE
EXECHEQUER AND THE JAPANESE MINISTER OF FINANCE
ON MONDAY 17 JANUARY 1983,IN HM AMBASSADOR'S RESIDENCE

PARIS (
' AT 7.00 P-Mm
Those Present : Chancellor of the Exchequer
Mr Littler
Mr Bottrill
Mr Garsiée - Financial Counsellor,

British Embassy Paris
Mr N Takeshita = Minister of Finance
Mr K Watanabe = Vice Minister of Finance
Mr Y Ezawa - Director of Division of
International Institutions
Mr T Asami
Mr A Iida - Assistant Vice Minister of
Finance

——— ————————— —— - —  — —————— —— ——— —— — —— —— ——— T —————— - — -

Mr Takeshita said he was delighted to have this opportunity

to meet the Chancellor. He had resigned shortly after the

Venice summit, and the Chancellor was the only Gl0 Minister
now still in office whom he had known. He was very glad
that the South East Asian countries had given a favourable
answer on the Chancellor's Interim Committee candidacy. He
very much hoped that a successful conclusion would be

reached at the Interim Committee meeting. The Chancellor

thanked Mr Takeshita for the support given by the Japanese
and for their efforts in enlisting support.

The Chancellor said he would like to look first at the world

economy. It was taking a long time to restore the world
economy's capacity for growth. Countries had to be patient
and pursue success against inflation. But there was concern
on the balance between the major economies particularly with
the US. But there were also anxieties expressed about Japane
With its continuing success against inflation, its better
growth record than the other industrialised economie§> ihe

Chancellor was anxious that as large a share as possible of

/Japanese

1
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Japanese growth came from domestic demand. The Chancellor !

was encouraged to see steps toward higher growth. But he
wondered whether Mr Takeshita considered that steps had gone

far enough. The OECD forecast showed exports growing at
twice the rate of imports and ieee third%zof growth coming
from external demand. Despite the huge;trillion Yen fiscal
stimulus the general Government deficit was forecast to fall.

. ' a . ﬁ?“h' ENIAD
Mr Watanabe said that in the Japgnese view the OECD forecast A3u¢yh

was too high. Mr Takeshita said that the Japanese Government

were now forecasting real growth in fiscal 1982 at 3.1 per
cent. That had been revised down from an initial forecast
of 5.4 per cent, of which 4.3 per cent had been envisaged
as coming from domestic demand. The forecast of 3.1 per
cent was all based on expansion of domestic demand.

. . erear .
Deteriorating aggfi'performance meant that there wiii wouud
be no stimulus from the external balance. For fiscal 1983

-

ox
the Government forecast real growth as 3.4 per cent ,

inflation.yggaggontinue to be favourable and another favourable
factor was the recent performance of the Yen. The correction |
of the Yen rate and decline in long-term interest rates would |

lead to recovery of corporate profitability and private

ARconsumption irf investment. So the recovery in domestic

3.

demand will be sustained and would act as the engine of |
growth in the economy. When last Mr Take%p%ti=h§923%gn

Finance Minister the Yen rate stood aﬁuf—&uiiaﬁirjfgfzfen-

on his '‘appointment, and had appreciaties to %—ée&&ar‘=¢gt9”YEH

whgn he resigned. This time he has been appoigzigzghen the

dollar rate was at 250 Fem;now it stood at 236—Fert. That

was very important for the Japenes economy.

The Chancellor said that in the UK he was looking forward

to modest growth of about 1% per cent on GDP. He was worried

though about the size of the prospective Budget deficit in

2P the United States. He was convinced that until the &dministration

put the Budget deficit on a convincing downward path the

2
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sk
possibility of a rise in interest rates, which would'sug}%;Fab

world recovery, could not be ruled out. He had made these points
in conversation with Secretary Reggan. Mr Takeshita said he fully

shared the Chancellor's view. The continuation of the decliniﬁér
US interest rates was very important. He thought that they would
go down further but was concerned that the deficit could jeopardise
progress.made. He thought the United States should reduce government
P expenditure and raise more revenue. - Prime Minister Nealcasone
would be making these points in discussion with President Reagan.
There was however one sensitivity in a&&é£;£§E£;;EEE'relations with
the US. Although Japanese defence expenditure would show a considerable
increase compared to other items in the new Budget,the rise was still
less than the US expected. That made the Japanese a little reticent
in their criticism of the US. The Chancellor recognlsed the problem

k X
‘but said that he placed much value on countries singing in harmony,

whatever their own particular cause of hesitation.

4, Turning to the IMF the Chancellor stressed the need for success
at the advanced Interim Committee meeting. The world needed to be
confident of cooperation between Finance Ministers. An agreement
would inevitably involve some degree of compromise but he thought it
¥ important that agreement should H%,ﬁig%?ed on the 1ncreas§h§nquotas
P as well as related matters. Th%ltwo important issues: the size of
the total increase - LDC expectations were coming down toward -
100 billion SDRs, US remained formallyqat 85 billion SDRs. The
Chancellor's own preference was for a 50 per cent increase to 92 billion
SDRs. But in the event it might not pbrove too difficult -teo ogree

on the size. Mr Takeshita said that the Japanese wanted a total of

over 100 billion SDRs. He thought compromise might be possible if
the distribution pwoblem was solved favourably. The Japanese believed
that IMF quotas should reflect the position of the member country in
the world economy and the Japanese would like to increase their share

to as close as possible to their calculated quota. Mr Watanabe

3
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had reiterated this basic position at the GlO deputies meeting.

The Chancellor said that on distributien the UK had agreed with

the Japanese starting point - that is favouring the pure Australian
* method. But it was necessary to recognise the need for sgﬁngzggf‘

preoportion element because of the attltude of India and China.gwst Sias

R cs, Vo P et REW oA,
¥ The outstanding question was the size of the é%%;ﬁigreper%&an element,

Mr--Takeshita said that from the Japanese point of view the lower the
oM orao-l -
eq%giiggg%eyteen element the better. The Chancellor said that some

. e L0 PV s
LDCs were talking of an equéxf£¥e%ert&en element of more than 50 per

5. On the GAB the Chancellor and Mr Takeshita agreed on the importance
of reaching an early agreement. ~ Mr Littler asked what the Japanese

position was on the participation of Saudi Arabia in parallel arrange-
ments. '~ Mr Watanabe said the Japanese would welcome the participation

A cuache
of Saui&-Arabla in parallel arrangements but would wish to preserve
the basic nature of GlO as an association of industrialised countries.
So they would wish to differentiate between Saudi participation on
el ds
questions of activation of the GAB and while egznmkﬁégg the Saudis en-
ocked af O. oS
the Gl0 when it mattered—a—eerpus of industrial countries.
Mr Watanabe said that the Japanese were not attracted to special rules
for the Saudis which would allow them to opt out. Thé Chancellor

did not think that the Saudis would necessarily want to be associated

with the GlO when it was discussing purely domestic business but they
would want and we would want them to be involved in discussion on
activatian. There were potential problems eg where the GAB was being
activated help was being directed at,for example, Israel or South
Africa. In such circumstances the Saudis might wish to opt out.

A right to contract out would be difficult to recognise but the
Chancellor thought that some accommodation should be possible.

Mr Takeshita said that he knew the Chancellor had been to Saudi Arabia

and valued his opinion on this. The Chancellor said that the question

of parallel arrangements might take longer to agree than the other

4
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matters, but he would like to be able to announce in Washington the

association of the Saudis with the GAB.

6. The Chancellor said he did not think that the measures being
considered constituted a new Bretton Woods, but he did not want that.

He thought that the measures would demonstrate the capacity of the
major countries to take action to boost confidence and that in itself
would be worthwhile. Mr Takeshita expressed his agreement and offered
Japanesesupport for the Chancellor's future activities. The
Chancellor said he would be particularly grateful if the Japanese

could give him information and advice on particular problems they
identified with particular countries. That could prove most helpful

in the weeks ahead.

7. The meeting closed at 8pm.

JILL RUTTER

e e e e - S S S e S S S S S (N S S S S S G G S S —— -

Distribution:

Sir Douglas Wass

Mr Littler

Mr Lavelle

Mr Bottrill

Mr Atkinson

Mr R R Garside - HM, Embassy Paris

Mr D Wright - HM.Embassy Tokyo

PS/Secretary of State for Foreign & Commonwealth Affairs:
Mr Anson - UK Del. IMF IBRD Washington
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Press Comwrunigue cf .
the Ministers and Governors of the Group of Ten

Paris, January 18, 1983

1. The Ministers and Central Bank Governors of the ten countries participating

in thgceneral Arrangements to Borrow (GAD) met in Parieg on Ja.uavy 18, 19&3

under the Chalrmanshlp of Mr. Jacques Delors, Minister ‘of Economy and Elnancc
S —

¢f France. The Manaj 1ng Ditector of the International TMonct o Fund (1

¥Mr. Jacques de Lar051e1e, took part in the meeting, which wag azlso attendgu by

Mr. ?. Leutwiler, President of the Swiss Natiomal Bank, Mr. E. van Lennep,
Secretary-Ceneral of the Organisation of Economic Co-operation sl Development

(OFCD), Mr. A. Lamfalussy, Assistant General Manager of the Bank for Internationsal
Sertlements, and Mr. F.-X. Ortoli, Vice- —President of the Commiscion of the

Eurcopean Communities.

2. The Ministers and Governors heard a report by the Chairman of their Deputies,
Mr. Lamberto Dini, on issues relating to the revision and expansion of the

GAB and the El&hth General Review of Quotas of the IMF. They also heard a report
by the Chairman of the Working Party No. 3 of the Economic Pollcy Committee of
the NECD, Mr. Christopher McMahon, on the world economic outlook.

B In addressing the world economic situation, the Ministers and Governors
welcomed recent successes in the fight against inflation and prospects for
furliier progress. _ They looked toward sound_ nunetéry and fiscal “policies 'and
5:§?opr1ate moderation in Che prowth in incomes to encourage lower interest
rates, expanding trade, hlgher “employment, and durable economic growth. These
agesirable developments must not be tﬁwhrted by trade restrlctlons or by
aisruplion ©f the intermational Fiizncial system. At the same time, it was
recognized that soundly based growth would itselt help ease current tensions.

To these ends, the Ministers and Governors affirmed their support for a reinforced
cooperation among industrialized countries on economic, financial and trade
policies. They considered that a sustainable improvement in activity in the
industrial countries in 1983 can make an important contribution to a lasting -
solution of the indebtedness problem of many developing countries and to limiting

the unemployment problem in all countries. Therefore, they noted with satisfaction

that the competent international organizations will examine whether further
steps can be taken to ensure renewed and sustained growth, and will report to
the next Ministerial councils, notably in the OECD and IMF framework.

4., Against this background, the Ministers znd Governors discussed the inter-" -
national financial situation., They noted that, while strains remained in'the;y‘
system and the foreign debt problems of a number of countries were still a.

cause for real concern, governments and monetary authorities had been cooperatlng
actively and effectively with international monetary institutions, ‘and commerc1al
banks to reinforce the stability of the system. In order to emsure the continuing
ability of the financial system to cope with existing strains and to: fac111tate
the adjustment process, they strongly supported a substfntlal 1ncrease 'of .
resources available to the Internatiomal Monetary Fund. -' :
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§ the foregoing, the Ministers and.Governors have decided,
subject to the necessary legislative approvalz that their aggregate crgdiF
commitments under the CAB should be promptly 1ncreased--fr0@ SDR 6.4 billion
to SDR 17 billion (equivalent to an increase from $7.1 billion to about

$19 billion). They welcomed the intention of Switzerland to become a full-
scale participant in the GAB and decided that necessary adjustments in the
Arrangements should be made so as to permit the partiqipation of Switzerland
at an early date. They also decided an adjustment of the participants'

shares in the Arrangements so as to reflect better their size and role in

the international economy and their ability to provide financial resources.

A list of the new credit commitments that have been agrced 1s attached, They
further agreed thet in the future the CAB would be ava:lable mnot only for
drawings by participants but also for purchases from the Fund for conditional
financing for all its members, including members that zre na GAB participants,
when the Fund was faced with an inadequacy of resources arising from an exceptiona;
Cituatiocn assucisted with requests from countries with balance of payments
problems of & -~liaracter or of aggregate size that could pose a threat to the
stability of the international monetary system.

Dis in light ©

6. The Ministers and Governors also looked forward to the conclusion of
arrangements with other countries tnat might be willing and able to provide
substantial resources to the Fund for the same purposes and on terms not
unlike those agreed under the GAB. In this regard, the Ministers and Governors
welcomed the recent contacts th=t the Chairman of the Group ‘of Ten, ‘and the
Chairman of the Interim Committee and the Managing Director of the Fund,

have had with the authorities of Saudi Arabia. They asked the Chairman of

the G-10 Deputies, in collaboration with the Managing Director of the IMF,

to resume such contacts as soon as possible. '

7. The Ministers and Governors discussed the issues related to the Eighth
General Review of Quotas. They agreed that a substantial overall increase
was called for. They also recognized the need for a meaningful adjustment
of quota share in the Fund to bring these more in line with the relative
position of member countries in the world economy.

8. The Ministers and Governors noted that substantial progress had been made
on the Quota Review issues, and were of the view that the conditions were

now present for reaching conclusions at the forthcoming meeting of the Interim
Committee on February 10-11, 1983.: They emphasized the desirability of having

new quotas in effect by the end of 1983. . .. @ i

9. The Ministers and Governors expressed .their gratitude to the French
authorities for their cordial hospitality and for the excellent meeting
arrangements.,







ATTACHMENT

L

CAB Credit Commitments for G-10 Countries and Switzerland

In millions of SDRs

Shares in per cent

United States
Gormany

Japan

France

i‘nited Kingdom
Italy

Canada
Netherlands
Belgium

Sweden

Switzerland

TOTAL

4,250.0
2,380.0
2,125.0
1,700.0
1,700.0
1,165.0

892.5

850.0
.. 595.0
.. 382.5
1,020.0

17,000.0

25.00
14.00
12.50
10.00

10.00 -

6.50
5.25
5.00

3,50

2.25 "

6.00

100.00
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CONFIDENTIAL

CHANCELLOR

SUPPLEMENTARY POINTS FOR G10 MEETING

G.A.B. jand BaSiC

Drafting of the new text was cleared by Deputieé (as far as
basic GlO arrangement is concerned - see below on Saudis). The
two main problems are:

a) Size: Argue for SDR 20 billion (including Swiss). Sprinkel
has so far refused to contemplate more than 15 billion
excluding the Swiss, which will not do. Inflation on the
1961 G.A.B. of nearly 6% billion points now to nearly
20 billion, ignoring the fact that the enlarged G.A.B.
will have to accommodate two purposes.

b) Distribution: Work on second column of Dini's proposals.
It could come near to commanding agreement as it stands.
US must not be allowed less than 26% or so. Japan at
13% is too low. UK and France at 10% are at their limit.
A1l this based on Swiss taking 6%. If Swiss or others
complain, work on Japan, US and Germany, in that order.

Welcome application to join fully. Urge earliest possible
agreemegt. (If need of temporary new agreement before Switzerland
formallj joins IMF as they apparently intend, suggest tempofary
supplemental agreement, rather than recasting existing agreement to
cater for any newcomers. This is my prejudice against a cumbrous
distortion for what should be only a temporary transiticn.)

G.A.B. = SaUdiS

Aim to define area of possibilities. Main points are:-

a) Keep them out of GlO "Industrial Country Business";
admit them to G10 "G.A.B. business" (Broadly agreed,
? save French) | .

b) Given Saudi desire for freedom to opt out, there must
be objections against full participation in G.A.B.
(Strongly held by Germans - I think rightly.)

/c)
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VUNELUBINLULAL

c¢) Go for simplest possible "parallel arrangement", which
could consist of:- .
1) Separate (but similar to G.A.B.) Saudi arrangement
with IMF
2) TUndertakings by G1O to consult (meetings as well as
telexes) with Saudis over any activation of G.A.B.,
and relative amounts, etc.

- This could be embodied in formal exchange of
letters with G10 Chairman (a Delors letter to follow
the Baumgastuco precedent!)
3) Probably then dispense with clutter of references
to parallel creditors in G.A.B. revised agreement
d) Try this basis on Saudis, in hope oi agreement in
principle by Feb 10/11.

|
i
|
i

On substance, nothing to add to main briefs.

On procedure, beware of attempts by Dini-to canvass detailed
passages for a GlO communiqué. No need - and serious disadvantages
ahead of wider Washington discussions.

World Economy

After build-up of Delors statements and unfortunate Sprinkel
press briefing, important to rein back any enthusiasm for locomotives.
(See notes for talk with Delors).

b S Gl R

J G Littler
18 January 1983
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R OF THE EXCHEQUER'S MEETING WITH M DELORS,
IS: 18 JANUARY 1983

Participants ;
UK: Chancellor = of the Exchequer . |
J G Littler Esq, . t
Second Permanent Secretary, HMT §
R R Garside Esgq, ' [
- " Financial Counsellor, British Embassy
French: M Jacques Delors, .

- Minister of the Economy and Finance

M. Michel Camdessus,
Directeur du Trésor

‘M Philippe Lagayette, | |
Directeur, Minister's Cabinet

Gennanzangement to Borrow
M Delors suggested that leav1ng a51de the -outlook
“*for the world economy, the hlghest prlorlty 1tem on the
_ agenda for the GlO meetlng later in the day was the :
- General ﬂrrangement'to Borrow (GﬁB)" On'thls the meetlng -
‘shounld ‘seek” agrEEmeﬁt‘**On thd” questlon of IMF resources,
i B meetlng sﬁoﬁid '“1atﬁan 1nforma1 and” not—yet
—— | ®*Gonclusive agreement.: It % was important not to’ offend the
- developing‘countries ﬁhlch would be attending the “
~ Interim Commlttee meetlng 1n Washlngton by adoptlng a

Vflxed publlc p051t10n in“advance.® j--u-f'-

FO I EE LR S Jo TR

=a g el
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The Chanceilor?agreed; He would like to see the

G10 meeting reach agreement on GAB because this would.Be

NN

helpful in mov1ng towards an agreement on IMF resources
at the Interim Commlttee. It would be 1mportant for the |
Gl10- to avoid press headllnes such as those which had

=" =

greeted the Kronberg meetlng, eg "Ministers fall_to agree“é

=M Delors 1dent1f1ed four main questlcns to be
resolved concernlng the GAB cce e =
a)  the amount of funds 'to be made available under the

arrangement,
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b) the size of contributions to the funds; i
¢) Swiss membership of the GAB; and
d) the relationship 9Z Saudi Arabia to the GAB.

A
Ny

Switzerland wished to bea .full member, but she was
not a member of the IMF. This would give rise to legal
and administrative difficulties because the GAB was drawn
up in a way that assumed IMF'membership for its participant$g.
It Sw1czerland were to seek membershlp of the IMF, she would
have to hold a referendum among her citizens on whether
to join this UN agency. Full membership of the GAB would
give rise to a second problem: the Swiss franc was not
acceptable under the GAB. However, Switzerland would be
a very valuable member of the GAB. M Delors proposed that
these questions be referred to the Fund. The Chancellor
commented that Switzerland's intention to join the GAB was

most welcom and he proposed that the GlO should accept it Kl
in principle. s

On the relationship between Saudi Arabia and the GAB,
M Delors said that associated status, . such as Switzerland
possessed would not be approprlate to the Saudls because
1t Obllged the. assoc1ate to; follow decls;ons of the GAB :
.Ihll.members whlle denylng,;t ;he rlghthto vote. This- . ek -

:;;;jgohtrary to Saudl Arabxa Sglntgp?}on%r uhi?h was. ..
. aequlre the rzght to- vote while. enjoy1ng'the freedom _
_ikqpt out when “the declslpns of the GAB*partlclpants ‘were =

Jnapproprlate to Saudl Arabla B c1rcumstances.

The Chancellor observed that there were a numbec of

questions surrounding the Saudl relationship with GAB.
First, the Saudi government was quite simply unfamiliar
with the way the Group of Ten operated. Secondly, the Ten
were all industrialised countries, whereas Saudi Arabia
was oil producing, developing, rich,out:not industrialised.
Saudi Arabia was willihg to heip'stabilise the world
economy and it was important not to negleot rhis positive
intention on the part of tﬁe Saudis. Tﬁe G10 should
authorise a group to go to Riyadh before the Interlm
Committee meeting to discuss. further w1th the Saudi
government its possible assoclatlon w1th ‘the GAB so that F
a decision could be taken at the Interim Committee on

/the
CONFIDENTIAL




the form of association to be offered to them. The

{ Chancellor said that Saudi Arabia should be involved in
- I GAB decision making and should accept the usual obliga- i
tions on the provision of information. To give them a
right to opt out would be more complicated. They would

certainly want it on decisions concerning Israel and

South Africa. This posed a considerable Juridical &
problem. ‘ L

Mr Littler said that at the G1l0 Deputies meeting
-on 17 January, he had the impression that agreement

on the kind of association to be offered to the Saudis
was coming closer. The range of alternatives was
narrowiné down. There was a general feeling among the
Group of Ten that it would be wrong to seek to make a
legal arrangement. It might be appropriate to combine
an arrangement for provision-of Saudi funds with an

exchange of letters of the Baumgartner type which would
express in broad terms the understandlng arrived at a7
on Saud1 rlghts and obllgatlons concernlng the GAB._
e N.Delors sald he thought the Chancellor would'notv =
_wish to return Eo Saudi. Arabia, before +the Interim. 35::5;

¢ e *m.-—‘x,-w:‘. '._'!‘ —‘v.‘,..‘_na

. \—'_‘vj 30 TERs? A = e L Z=0e - a3t ‘.\‘u'é:u J- —r -rt;:::.--- a::-
{kmmuitee.meet1ngg_becanse oI other_preoccupatlons

Tthe rlght to vote. It was 1mportant to reach a decision

on the Saudi relatlonshlp before the Interlm Committee ;
met . | . A ;

The Chancellor commented that there was amblgulty

in the Saudi p031t10n they wanted their importance:to §
the world economw to be recognised (therefore associated
;status a la Sw1tzerland was not enough) but they wanted
to be ablefto;opt out. ..

Zhmmtuad STt ST AN BOTER MR BT 1 ; O B B
o o o /M Delors

CONFIDENTIAL

$4200(22454)DD.0532198 300M 7/79 GWB LTD.GP.870



M Delors then moved on to the question of the size of E
the GABs funds. He pointed out that there was a problem {
with the US, which had firmly indicated that 15 bn dollars
(excluding the Swiss contribtuion) was the upper limit of
the fund that it could agree to. Mr Littler said that
Mr Sprinkel had insisted to him the previous day that the
US would not go beyond.l5 bn dollars. Nevertheless, f'
Mr Littler hoped very much that M Delors would make an
effort to get Mr Regan to go higher. The Chancellor e
observed thaf all G1O0 governments had spoken in terms of F
the range of 15-20 bn dollars but the Saudis wanted thHeir 5
contribtuion to be in additoin to a fund of 20 bn dollars.
The French and British should speak privately to Mr Regan.
It might be worth exploring whether the US would find it |
easier to increase its offer on the GAB if the others

accepted a measure of restraint on the size of increase of :
the IMF resources. M Delors took the view that the G10 E
should not waste its efforts on seekihg a higher figure
for the GAb if the US was opposed to it. It would be
better to reach agreement that day and g6 to Washington
with the best p0351blg prospect of announcing a decision
whlch would make“an impact on‘iurid opxnianfu“?:~f

o P & el

!L‘Ca.mdessus suggested*that one‘mgh:t ‘fprgpgéa .51:0 the “US

8 gure‘nf 18 bn dollﬁrsf_“' the’

" ¥ Delors Sald that 'the,.:. ;’_j_panese“w re T3

IHF Quota Review to agreement on the’ ﬁiB The French E
thought it better not to seek to change the order of’
countries in terms of quota size and votlng rights at the
IMF. But the Chancellor pointed out that the Japanese
would be most reluctant to go beyond the Australian {
Method III in the direction’ of equl—proportlonallty. The e
Saudls had proposed that the Quota Review ‘should be z
based 50% on equl-proportlonallty “and 50% on Method III.
Many developing countries would want more than 50% equi-
proportionality. The Japanese wanted pure Method III but
the Chancellor had gained the impression they were beginnin#
to realise this was unrealistic. He thought they would

accept some degree of equi-proportionality. M Delors

/Tejected
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_ rejected the Japanese linkage between GAB and a Quota
o Review.

Mr Littler asked whether it would not be wise to

l
|
offer the Japanese a commitment to move in later reviews 1“
towards their position. Picking up this suggestion, E‘
P
kx
£

M Camdessus said that there was a long tradition in the
IMF of slow movement in a Japanese direction and the

Interim Committee might point this out to.the Japanese
while offering them an arrangement now which was based

f
on 60% selectivity and 40% equi-proportionality, coupled ia
with a gentleman's agreement to move further in the {
direction of selectivity in the ninth review. The
Chancellor concluded that the guestion would require
further discussion in Washington.

On the question of an allocation of SDRs, the:
Chancellor observed that the Saudis, the French and the
British felt thers was now a stronger case to be made .
for an allocation. The US and West Germany would have to
be persuaded. M Delors pointed out that UNCTAD would{
meet.in_June. and .would certainly.call-for.one SDR . .. = :

: allpcatlon.ﬁ He, and-the Chancellor agreed that it nonld_r'f
‘be. necessary. fer the Interlm:Commlttee meeting in. '
Wnshlngton.to:make some commitment -to an allocatlon.‘tﬁf

*5 The . Ghancellor,reealled;thnt in Toronte.the language :on
.an. allocatlon.had been strengthened compared to nrcv1onb

S _ references byﬁthe Interlm Committee and in Washlngton

AL s D f,_lt should be. fnrther strengthened s Camdessus said he

believed developlng countrles would say to UNCTAD.that
they needed a guarantee that the allocation would be of

P e % L R

the same order as the increase in IMF quotas. It would
be appropriate for the Interim Committee to make such

a commitment in Washington. The Chancellor said that

heuhadinot thought that it would be possible to get the
US to go fhatffar in Washington. He added that another
component of this question was the desire on the part of

the smallest developing countries to have established .

2 minimum quota. This would be small. He and M Delors A

agreed that it would cost little to give an assurance F

on this and it would please many countries.

/World Fconomic
00
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World Economic Outlook

M Delors said that with the OECD ministerial meeting,
the Seven Power Economic Summit due to take place in May,
the G10 should say something about the world economy. It
would not be necessary to reach a conclusion on policies
to be followed but it would be important to show public
opinion that Gl0 governments had the will to continue the
process of "assainissement", while using- to the maximum
the margin available for manoeuvre to regenerate growth.
(To help the developing countries this involved agreement
on the GAB and IMF resources and for the industrial
countries it meant giving a push to growth.) The
Chancellor replied that the G100 meeting's most important

task was reaching agreement on the GAB and laying founda-
tions for agreement on IMF resources. Mr Regan would
leaving at 3.00 pm. M Delors said that they should discuss
the GAB first. The Chancellor agreed that there should be
dlscu531on on-the world economy but it would be wrong to
tgaké up a lot of time drafting a communlque on this

subject.  They should ‘share their views in- preparatlon-
Ior théiﬁaln meetlngs and should demonstrate ‘Their- w1sh
%c prompte ‘sustainabletand’ ¢redible growth in~“the” world
economy W1thouthhamper1ng the" achievements in“the fight
agalnst 1nrlatlon.” He w1shed to" av01d endor31ng any
6b11gat10n on 1ndlv1dniar countries to pushngrowth in a
way “which* would ‘undo “the achlevements in ‘the-fight agalnst
1nflat10n.¥ Mr- Sprlnkel's -talk“to" the press ‘the’ prev1ous
day- had been unfortunate. The’ Chanceilor'was apprehen31ve
of the locomotive theory which could’ push governments into

1mprudence.'

M Delors said that they needed a sentence to put into
the Communiqué and M Camdessus added that he believed they
could find the-elements for such a sentence in the
Chancellor's own words. Mr Littler suggested that
references should be made to the threats to the world
economy posed by high level of debt and protectionism.

/The Chancellor
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\ | The Chancellor drew attention to the importance of
the US fiscal deficit. ©Studies he had seen demonstrated i
that much of it was structural and this part of it was

growing. This was the greatest source of anxiety about
the world economy. The Chairman of the US Council of x
Economic Advisers was well aware of the prbblem but he
was less sure about the views of Mr Shuitz and Mr Regan.
The French and British should continue to put pressure
on the Americans. If the Americans put their deficit on

the right road then it would be the greatest contribution |
they could make to the world economy. It would be. the
modern equivalent of the Marshall Plan. Europeans and 1
others should point out to the Americans that countries |

in Europe and the Third World were accepting the pain of !
adjustment so it was only reasonable that the Americans
should make some sacrifice t&o, for instance by putting
up the price of petrol or by going back to 1979 living
standards.

- e« M Camdessus said that the agreement just announced
in Washington by the Jblnt Comm1381on of Congress on .
1:s.'m::ml ,.secnnry,i or 20-bn

=

: The Ehmcellor said) i:hat in 1983 the UK would
increase its total demand by 3% and would itself only

meet a fraction of this from its own production. It
would therefore be making a small contribution to
world trade. ZFrance would be in a similar position, but

Britain and France together had only a small impact, the
contribution of the US was very much needed.
M Camdessus agreed and added that it was highly desirable

that the Germans and Japanese should rely more on
domestic growth.

/Hanaging Director of the IMF f
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Managing Director of the IMF

The Chancellor and M Delors recalled that they had
agreed in. Toronto that M Larosiére should be rénewed in
the office of Managing Director of the IMF but that no
explicit agreement had been obtalned from Mr Regan. They
agreed to take this up with Mr_Regan.
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FROM: JILL RUTTER
DATE: 19 January 1983

MR LITTLER cc PS/Chief Secretary
PS/Economic Secretary
Sir DWass
Mr Lavelle
Mr Bottrill
Mr Hall
Mr Atkinson
Mr Towers

FINAL COMMUNIQUE OF THE GROUP OF TEN

I attach the final Communique issued at the end of the Group of

Ten meeting in Paris on 18 January.

IR

JILL RUTTER
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Press Communique of
the Ministers and Governors of the Group of Ten

Paris, January 18, 1983

1. The Ministers and Central Bank Governors of the ten countries participating
in the General Arrangements to Borrow (GAB) met in Paris on January 18, 1983

under the Chairmanship of Mr. Jacques Delors, Minister ‘of Economy and Finance

of France. The Managlng Director of the International Monetary Fund (IMF),

Mr. Jacques de Larosiere, took part in the meeting, which was also attended by

Mr. F. Leutwiler, President of the Swiss National Bank, Mr. E. van Lennep,
Secretary-General of the Organisation of Economic Co-operation and Development
(OECD), Mr. A. Lamfalussy, Assistant General Manager of the Bank for Internmational
Settlements, and Mr. F.-X. Ortoli, Vice-President of the Commission of the
European Communities. ' U ek SRR ‘ ‘

2. The Ministers and Governors heard a report by the Chairman of their Deputies,
Mr. Lamberto Dini, on. issues relating to the revision and expansion of the .

GAB and the Eighth General Review of Quotas of the IMF. They also heard a report
by the Chairman of the Working Party No. 3 of the Economic Policy Committee -of -
the OECD, Mr. Christopher McMahon, on the world economic outlook.

e}t In addressing the world economic situation, the Ministers and Governmors
welcomed recent successes in the fight against inflation and prospects for

further progress. They looked. toward sound monetary and fiscal policies and ;
appropriate moderation in the- growth in incomes to encourage lower 1nterest

rates, expanding trade, higher employment, and durable economic.growth. . These
desirable developments must not be thwarted by trade restrictioms or by
disruption of the international financial system. At the same time, it was
recognized that soundly based growth would itself help ease current tensionms.
To these ends, the Ministers and Governors affirmed their support for a reinforced
cooperation among industrialized countries on economic, financial and trade
policies. They considered that a sustainable improvement in activity in the
industrial countries in 1983 can make an important contribution to a lasting
solution of the indebtedness problem of many developing countries and to limiting
the unemployment problem in all countries. Therefore, they noted with satisfaction
that the competent intermational organizations will examine whether further

steps can be taken to ensure renewed and sustained growth, amnd will report to

the next Ministerial councils, notably in the OECD and IMF framework. -

4, Against this background, the Ministers and Governors discussed the inter-.
national financial situation. They noted that, while strains remained in the: ;;
system and the foreign debt problems of a number of countries were still a.
cause for real concern, governments and monetary authorities had been cooPeratlng
actively and effectively with international monetary institutions and commercial
banks to reinforce the stability of the system. In order to ensure the continuing
ability of the financial system to cope with existing strains and to facilitate
the adjustment process, they strongly supported a Substfntlal increase of
resources available to the International Monetary Fund.







5. In light of the foregorng, the Ministers and Governors have-dec1ded

. subject ‘to the necessary legislative approval, that their aggregate - “credit
. commitments under the GAB should be promptly increased--from SDR 6.4 billion

to SDR 17 billion (equivalent to an increase from $7.1 billion to about

.$19 billion). They welcomed the intention:of Switzerland to become .a full-
scale participant in the GAB and decided that necessary adjustments in the
Arrangements should be made so as to permit the participation of Switzerland
at an early date. They. also decided an adjustment of the part1c1pants

shares in the Arrangements so as to reflect better their size and role in

the 1nternat10na1 economy and their ability to provide financial resources.
A-list of the new credit commitments that have been agreed is attached. They
further agreed that in the future the GAB would be available not only for
drawings by participants but also for purchases from the Fund for conditional
financing for all its members, including members that are nct :GAB participants,
when the Fund was faced with an inadequacy of resources arising from an exceptionmal
situation associated with requests from countries with balance of payments
problems of a character or of aggregate size that could pose a threat to the
stablllty of the intermational mometary system.

" 6. The Ministers and ‘Governors also looked forward to the conclusion of
arrangements with other countries that might be willing and able to prov1de
substantial reséurces ‘to-the Fund for the same purposes and on terms not -
unlike those agreed under the GAB.. In this regard, the Ministers and Govermors

~ welcomed the recent contacts that the Chairman of the Group of Ten, ‘and ‘the

Chairman of the Interlm Committee and the Managing Director ‘of the" Fund, =~ -
have had with the authorities of Saudi Arabia. >They asked the Chairman of St
the G-10 Deputies, in collaboration with the Managing Director of the INF 7
to resume such contacts as soon as possible. L2

7. The Ministers and Governors discussed the issues related to the Eighth
General Review of Quotas. They agreed that a substantial overall increase
was called for. They also recognized the need for a meaningful adjustment
of quota share in the Fund to bring these more in line with the relative
position of member countries in the world economy.

8, The Ministers and Governors noted that substantial progress had been made
on the Quota Review issues, and were of the view that the conditions were

now present for reachlng conclusions at the forthcoming meeting of the Interim
. Committee on February 10-11, 1983. - They emphaSLZed the desrrablllty of haVLng
new quotas in effect by the end of 1983.gn ' g

9. The Mlnlsters and Governors expressed thelr gratltude to the French
authorities for their cordial hospitality and for the excellent meetlng )
arrangements,
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ATTACHMENT

GAB Credit Commitments for G-10 Countries and Switzerland

In millions of SDRs

Shares in pef cent

United States
Germany

Japan

France

United Kingdom
Italy

Canada
Netherlands
Belgium-
Sweden

Switzerland

TOTAL

4,250.0
2,380.0
2,125.0
1,700,0
1,700.0
1,105.0

"892.5
© .850.0
-.595.0
1+.382.5
1,020.0

17,000.0

25.00
14,00
12,50
10.00 ..
10200 4 37
6.50 i
5.25

5.00
3.50
2.25"
6.00

100.00







