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VENICE ECONCMIC SUMMIT

The Chancellor has read Sir Robert Armstrong's minute of 27 April,
but not the Italians’ thematic paper. He has one comment: 1in
Sir Robert Armstrong's paragraph 5, the Chancellor would especially
stress the objective of opening up the Japanese markets to goods
and services from abroad. It is also very important to get them

not to subsidise (directly or indirectly) exports.
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FROM CONFERENCE SECTION
VENICE ECONOMIC SUMMIT

1. OUR TELNO 165 AND TELECONS REFER .TRAVEL ARRANGEMENTS.

2. PLEASE INFORM THE ITALIANS THAT BECAUSE THE PRIME MINISTER HAS
OTHER ENGAGEMENTS SHE WILL NOT BE ABLE TO ARRIVE IN VENICE

UNTIL 1935 HOURS ON 8 JUNE SHE WILL PROCEED- DIRECT FROM THE
AIRCRAFT TO THE DINNER AND WILL FULLY UNDERSTAND IF PROTOCOL
COURTESIES ARE NOT ACCORDED BECAUSE OF HER LATE ARRIVAL. THE
PRIME MINISTER WILL NOT BE ABLE TO STAY FOR THE LUNCH ON 9 JUNE.
3. TIMINGS AND PASSENGER LISTS (NOT IN PROTOCOL ORDER) FOR ALL
MINISTERIAL AIRCRAFT ARE AS FOLLOWS (DETAILS FOR THOSE MEMBERS
OF THE PARTY WHO WILL TRAVEL IN ADVANCE BY COMMERCIAL MEANS WILL
FOLLOW) :

8 JUNE

RAF VC20 TASK NO ASCOT 1155. ETA 1615 HOURS.

SECRETARY OF STATE

MR GALSWORTHY

MR CULSHAW

MISS WILLIAMS

MRS MANSFIELD

HE AMBASSADOR PRICE

1
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SIR ROBERT ARMSTRONG
SIR GEOFFREY LITTLER
SIR JOHN FRETWELL

MR BRAITHWAITE

MR SLATER

MR RICHARDSON

MR MEYER

MR PRICE

DET CONS STICKLAND
MR DUGDALE

MISS FRIER

DET SGT KINGSTON

MR GAIR

MR ARCHER

MR COYSH

S/SGT BUCKERFIELD
SGT WELLAND

CPL HILLMAN

L/CPL KING

L/CPL WATERWORTH

8 JUNE CONTINUED

RAF HS 125 TASK NO ASCOT 1558. ETA 1935 HOURS
PRIME MINISTER

MR POWELL

MR INGRAM

MISS BOWERS

MRS DIBBLIN

DET SUPT BUTLER

9 JUNE

RAF HS 125 TASK NO ASCOT 1572. ETA 1235 HOURS
CHANCELLOR

MR ALLAN

MR CULPIN

9 JUNE CONTINUED

RAF HS 125 TASK NO ASCOT 1558. ETD 1300 HOURS
PRIME MINISTER

et
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AND PASSENGERS AS OUTWARD SECTGR

9 JUNE CONTINUED )

RAF HS 125 TASK NO ASCOT 1572. STANDBY 1930 HOURS

CHANCELLOR

AND PASSENGERS AS OUTWARD SECTOR

10 JUNE

RAF VC10 TASK NO ASCOT 1155. ETD 1755 HOURS

SECRETARY OF STATE

AND PASSENGERS AS OUTWARD SECTOR

MINUS DET SGT KINGSTON

AND MINUS POSSIBLY SIR JOHN FRETWELL AND MR PRICE

PLUS DET INSP CARTHEW -

4. GRATEFUL IF YOU WOULD CHECK TO WHAT EXTENT SECRETARY OF STATE
WILL BE INVOLVED IN COURTESIES ON ARRIVAL. IF POSSIBLE, WE WOULD
LIKE TO BUILD A BI-LATERAL INTO HIS PROGRAMME BEFORE RECEPTION.

HOWE

OCMIAN 6530
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MUMRO'S LETTER OF 14 " MAY. VISIT CF FANFANI

IME MINISTER'S LETTER DELIVERED TO FANFANI'S DIPLOMATIC
S1ERO, THE ITALIAN SHERPA, ALSO PRESENT, BY

HAS NOW WRITTEN TO THE PRIME MINISTER ACC

HE CANMOT SEE HIM AND SUGGESTING INSTEAD THAT SIR ROB

ONG SHOULD CALL ON HIM IN ROME ON THE AFTERNGON OF 2 JUNE

FOLLWOING HIS BILATERAL TALKS WITH RUGEIERD ALREADY ARRANG

FOR THAT DAY.
DETAIL

2. N AMBASSADOR'S ABSENCE FROM ROME (1IN GENCA FOR OPENING OF
THE BRITISH WEEK THERE) | THIS AFTERNOON DELIVERED THE PRIME
MIMISTER'S LETTER TO SOLAR! BOZz!. HE WAS UNHAPPY AND WORRIED
ABOUT THE WAY THE |TALIAN PRESS WOULD TREAT FANFAM! ONCE THE
NEWS OF CANCELLATION OF H!S VISIT TO LONDON CAME OUT. HE
FLOATED THE ALTERNATIVE IDEA OF A CALL ON YOU. | SAID
(TELECON WILLIAMS/PRIVATE OFFICE) THAT YCOU DID NOT INTEND TO
SET FOOT IN THE RCO BETWEEN NOW AND 11 JUNE AND THAT TH!S WAS
THEREFORE NOT PRACT!CABLE. RUGGIERO THEN UNEXPECTEDLY. WALKED

e e e T ST A oy £ 5 - vnrme et v o
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X INTO THE ROOM.  HE SUGGESTED A VISIT BY ANDREOTTI TO YOU:
GAIN | WAS DISCOURAGING. WE THEN TALKED ABOUT THE POSSIBILITY
%ESTED IN THE PRIME MINISTER'S LETTER OF A VISIT TO ROME
BY SIR R ARMSTRONG. RUGGIERO SA!D THAT HE WAS ALREADY
EXPECTING SIR R ARMSTRONG IN ROME FOR BILATERAL TALKS ON THE
MORNING OF 2 JUNE. IT WAS LEFT THAT SOLAR! BOZZ! WOULD PRESS
THIS ALTERNATIVE ON FANFANI,

2. HALF-AN-HOUR LATER SOLAR! BOZZ! RANG TO SAY THAT FANFAN|
HAD ALREADY WRITTEN TO THE PRIME MINISTER IN REPLY TO HER LETTER
SAY!NG THAT HE ACCEPTED THAT SHE COULD NOT SEE HIM BEFORE

VENICE AND PROPOSING THAT SIR R ARMSTRONG SHOULD CALL ON HIM IN

ROME ON THE AFTERNCON OF 2 JUNE. FULL TEXT AWAITED.

L, IN MAKING PUBLIC TH!S CHANGE OF PLAN THE !TALIANS WILL WANT
TO EMPHASISE SIR R ARMSTRONG'S POSITION AS SECRETARY TO THE
CAEINET, AS WELL AS THE PRIME MINISTER'S PERSONAL REPRESENTATIVE
AS THE BRITISH SHERPA, | ASSUME THAT NC PUBLIC STATEMENT WILL
BE MADE UNTIL !TS TERMS HAVE BEEN AGREED WITH THE |TALIANS.

BRIDGES
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OF 2814307 MAY 37

YOUR TELNO 169t VENICE ECOMOMIC SuMMiT

1/ b HAVE WRITTEN TO RUGGIERO TO INFORM HIM OF THE TRAVEL
ARRANGEMENTS IN TUR. WE HAVE ALSO INFORMED PUR| PURINI, THE
SUMMIT COORDINATOR IN VENICE. THE ITALIANS WILL CONSIDER WHAT
PROTOCOL ARRANGEMENTS ARE APPROPRIATE IN THESE CIRCUMSTANCES AND
COME BACK TO US LATER.

BRIDGES
YYYX
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TO PRIORITY MONTEVIDEO

TELNO 119

OF 291200Z MAY 87

INFO ROUTINE WASHINGTON, ROME

INFO SAVING UKREP BRUSSELS, PARIS, BONN, TOKYO, OTTAWA

YOUR TELNO 143 VENICE SUMMIT: LETTER FROM CARTAGENA GROUP

1. ENGLISH TRANSLATION OF 24 MAY VERSION FOLLOWS. MINOR
STYLISTIC AMENDMENTS REFERRED TO IN TUR NOT YET PASSED ON BY
URUGUAYAN EMBASSY. BEGINS:

MONTEVIDEO, 24 MAY 1987

DEAR PRIME MINISTER,

I AM WRITING TO YOU ONCE AGAIN ON THE OCCASION OF A NEW SUMMIT OF
THE SEVEN MAJOR INDUSTRIALISED COUNTRIES, IN OUR CAPACITY AS THE
ACTING SECRETARIAT OF THE CARTAGENA CONSENSUS, ON BEHALF OF THE
PRESIDENTS OF ARGENTINA, BRAZIL, COLOMBIA, CHILE, ECUADOR, THE
DOMINICAN REPUBLIC, BOLIVIA, MEXICO, PERU AND VENEZUELA, TO
INFORM YOU OF THE VIEWS OF OUR GOVERNMENTS ON RECENT EVENTS
AFFECTING THE INTERNATIONAL ECONOMY, NOT ONLY BECAUSE SUCH EVENTS
HAVE A PROFOUND EFFECT ON EACH AND ALL OF THE LATIN AMERICAN AND
CARIBBEAN ECONOMIES, BUT ALSO BECAUSE WE ARE AWARE THAT IF THE
ATTAINED THE LEVELS NEEDED TO SUSTAIN INVESTMENT AND A REASONABLE
GROWTH RATE. ON THE CONTRARY, THE MASSIVE TRANSFER OF FINANCIAL

1
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RESOURCES ABROAD HAS CONTINUED, WHICH, IN RESPECT OF INTEREST
ALONE, SOMETIMES AMOUNTS TO MORE THAN 5 PER CENT OF THE GROSS
NATIONAL PRODUCT. THIS PHENOMENON CANNOT BE SUSTAINED AND MUST
BE REVERSED AS SOON AS POSSIBLE. IT HAS ALREADY COMPELLED SOME
COUNTRIES TO ADOPT MEASURES INTENDED TO LIMIT AMOUNTS
TRANSFERRED.

SECONDLY, WE MUST INSIST ON THE FACT THAT NOT ONLY THE CAUSES,
BUT ALSO THE CONSEQUENCES OF THE EXTERNAL DEBT PROBLEM CONCERN US
ALL. THE PARALYSED GROWTH AND, ABOVE ALL, THE STEEP FALL IN
IMPORTS FORCED ON THE DEBTOR COUNTRIES ARE NOW A SIGNIFICANT
OBSTACLE TO THE ECONOMIC EXPANSION OF THE WORLD AND, ESPECIALLY,
OF THE INDUSTRIALISED COUNTRIES.

INNOVATIVE SOLUTIONS ARE THEREFORE REQUIRED WHICH PLACE AT THE
CENTRE OF NEGOTIATIONS ON ALL CASES ACHIEVEMENT OF MINIMUM GROWTH
RATES IN PER CAPITA INCOME AND ARE PROTECTED FROM THE CONSTANT
MOVEMENTS IN INTEREST RATES AND SUDDEN FLUCTUATIONS IN THE TERMS
OF TRADE. AS FAR AS SOLVING THE DEBT PROBLEM IS CONCERNED, ONLY
A CLIMATE OF REASONABLE SECURITY AND LONG-TERM STABILITY WILL
FURNISH THE CONDITIONS FOR CONTINUING OUR ADJUSTMENT PROGRAMMES,
ENSURING GREATER INVESTMENT AND ACHIEVING ACCEPTABLE GROWTH
TARGETS.

THE MAGNITUDE OF THE PROBLEM IS SUCH THAT EVEN INCREASED
FINANCIAL FUNDING WILL BE INSUFFICIENT TO SOLVE THE DEBT PROBLEM.
PARALLEL AND COORDINATED ACTION IS NEEDED TO ENSURE OUR CAPACITY
FOR REPAYMENT, WHICH MUST NECESSARILY INCLUDE ADJUSTING
DEBT-SERVICING TO THE DEBTOR COUNTRY'S REAL CAPACITY FOR PAYMENT,
EFFECTIVE REDUCTIONS IN NOMINAL INTEREST RATES TO ALIGN THEM WITH
REAL HISTORICAL LEVELS, SEPARATION OF CURRENT AND FUTURE DEBT,
ELIMINATION OR STILL FURTHER LIMITATION OF BANKING INTERMEDIATION
MARGINS, A FRESH INFLUX OF CAPITAL TO REVERSE THE TRANSFER OF
RESOURCES, LONG-TERM RESCHEDULING OF DEBT PERIODS AND A RESOLUTE
UNDERTAKING TO LIBERALISE AND EXPAND TRADE.

2
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IN THIS CONNECTION, A MULTILATERAL NEGOTIATION PROCESS WITHIN
GATT WAS BEGUN IN 1986, IN URUGUAY, TO HALT AND REVERSE GROWING
PROTECTIONIST TRENDS AND CREATE, FOR THE CONTINUED EXPANSION OF
WORLD TRADE, A MORE TRANSPARENT SYSTEM OF INTERNATIONAL TRADE
THAN THE PRESENT ONE, ONE WHICH IS PREDICTABLE, FAVOURABLE TO
GROWTH AND OFFERS DEVELOPING COUNTRIES OPPORTUNITIES TO IMPROVE
THEIR PARTICIPATION IN SUCH TRADE. HOWEVER, THE ATMOSPHERE THAT
PREVAILED AT THE PUNTA DEL ESTE MEETING DOES NOT SEEM TO HAVE
PREVENTED THE RESURGENCE OF MEASURES WHICH ARE HAMPERING TRADE,
AND THE URUGUAY ROUND WILL HAVE TO BEGIN UNDER CONDITIONS WHICH
ARE NOT AT ALL PROMISING, WITHOUT THERE EVEN HAVING BEEN AGREED
ANY EFFECTIVE SYSTEM FOR PRESERVING THE STATUS QUO AND
DISMANTLING TRADE BARRIERS.

ALL THESE EVENTS ARE EXTREMELY WORRYING, AS THEY ARE CHALLENGING

AND OPENLY JEOPARDISING THE SUCCESS OF THE REFINANCING AGREEMENTS
WHICH HAVE BEEN NEGOTIATED AND ARE POSING A THREAT TO OUR EFFORTS
TO ADJUST AND DEVELOP.

THE DEBT PROBLEM, THOUGH CERTAINLY A FUNDAMENTAL ONE, IS ONLY ONE
OF THE CHALLENGES FACING OUR COUNTRIES IF WE ARE TO DEVELOP AND
MODERNISE. WE ARE FULLY AWARE OF THESE CHALLENGES AND WE ARE IN
NO WAY SHIRKING OUR OWN RESPONSIBILITIES. HOWEVER, THE PROBLEM
IS NOT ONLY OUR RESPONSIBILITY, NOR CAN IT BE REDUCED TO ITS
FINANCIAL ASPECT. IT ALSO FUNDAMENTALLY INFLUENCES OUR ACTIVE
RELATIONSHIP TO WORLD ECONOMIC GROWTH TO WHICH WE WISH TO
CONTRIBUTE FOR THE BENEFIT OF ALL. AND IT IS ALSO AN INESCAPABLE
EXAMPLE OF THE IMBALANCES THAT ARE CHARACTERISTIC OF THE WORLD
RECESSIVE TRENDS WHICH HAVE AFFECTED MOST OF OUR COUNTRIES IN THE
PRESENT DECADE ARE NOT REVERSED, THEY WILL BECOME A
STUMBLING-BLOCK FOR THE ORGANISED AND STABLE EXPANSION OF THE
WORLD ECONOMY.

WE HAVE BEEN DEEPLY CONCERNED, LATELY, THAT MANY OF THE EXTERNAL
FACTORS WHICH HAVE HINDERED THE SUSTAINED GROWTH OF THE REGION IN
PAST YEARS STILL EXIST AND, IN SOME CASES, ARE GETTING WORSE.

3
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FIRSTLY, CONTRARY TO INITIAL PREDICTIONS, THE GROWTH RATE
PREDICTED FOR MOST OF THE OECD COUNTRIES WAS NOT CONFIRMED.
SECONDLY, AFTER A PROMISING FALL, INTEREST RATES ARE NOW SHOWING
A WORRYING TENDENCY TO INCREASE, AFTER HAVING REMAINED, IN REAL
TERMS, WAY ABOVE HISTORICAL LEVELS. IN THE CASE OF THE
DEVELOPING COUNTRIES, THIS SITUATION HAS BEEN WORSENED BY A FALL
UNPRECEDENTED IN THE POST-WAR PERIOD IN PRICES OF BASIC PRODUCTS,
WHICH ARE STILL THEIR PRINCIPAL SOURCE OF FOREIGN CURRENCY,
BECAUSE OF THE RESURGENCE OF PROTECTIONIST MEASURES IN THE
INDUSTRIALISED COUNTRIES AND THE SCARCITY OF FRESH EXTERNAL
FINANCING WHICH, ACCORDING TO SOME INDICATORS, WILL BECOME EVEN
SCARCER IN THE NEAR FUTURE.

MOREOVER, SOME COUNTRIES HAVE BEEN FACED WITH ADDITIONAL PROBLEMS
AS A RESULT OF THE DAMAGE CAUSED BY NATURAL DISASTERS, WHICH HAVE
MADE THEIR ECONOMIC SITUATION EVEN WORSE AND REDUCED THEIR
ABILITY TO PAY.

DESPITE THESE ADVERSE EXTERNAL AND DOMESTIC SITUATIONS, WE HAVE
GONE TO GREAT LENGTHS TO ADAPT OUR RESPECTIVE ECONOMIES TO
PREVAILING AND FORESEEABLE CIRCUMSTANCES. WE HAVE MADE
MONUMENTAL EFFORTS IN RECENT YEARS IN TERMS OF CONTRACTION OF
LIVING STANDARDS AND ALTERATION OF MANUFACTURING STRUCTURES TO
PREVENT THE INTERNATIONAL FINANCIAL SYSTEM FROM BREAKING DOWN,
WHICH WOULD HAVE BEEN DETRIMENTAL TO EVERYBODY.

UNFORTUNATELY, THESE PROFOUND ADJUSTMENTS WERE INSUFFICIENT TO
COMBAT THE ADVERSE PRESSURES EXERTED BY THE INTERNATIONAL
SITUATION ON OUR ECONOMIES. THE SOCIAL COST OF THOSE ADJUSTMENTS
HAS BEEN SO GREAT THAT IT IS EVEN THREATENING TO REVERSE THE
RECENT TREND TOWARDS PLURALISTIC AND DEMOCRATIC SOCIETIES.

IT SHOULD BE REMEMBERED THAT IN 1986 OVER HALF THE COUNTRIES HAD
NEGATIVE PER CAPITA GROWTH RATES AGAIN - FOR THE FIFTH
CONSECUTIVE YEAR, IN SOME CASES - AND THAT IN MOST OF THE OTHERS
THE RECOVERY WAS SLOW AND, ABOVE ALL, FRAGILE. IN THESE
CIRCUMSTANCES, IT CANNOT BE MAINTAINED THAT THE FAVOURABLE
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PERFORMANCE OF SOME COUNTRIES CONSTITUTES OR GUARANTEES A
SUSTAINED REVERSAL OF THE RECESSIVE TRENDS OF PREVIOUS YEARS. IT
IS HIGHLY PROBABLE THAT LATIN AMERICA WILL ENTER THE NEXT DECADE
WITH LIVING STANDARDS SIMILAR TO OR LOWER THAN THOSE THAT IT HAD
IN THE 80'S.

ONE OF THE MAIN OBSTACLES TO THE IMPROVED ECONOMIC PERFORMANCE OF
LATIN AMERICAN COUNTRIES IS, WE MUST AGAIN INSIST, THE DEBT
PROBLEM. AS RECENT EVENTS SHOW, NOT ONLY IS THIS PROBLEM NOT
BEING SOLVED, IT IS TENDING TO GET WORSE, IN SPITE OF THE
CONSIDERABLE PROGRESS MADE IN RECOGNISING JOINT RESPONSIBILITY
FOR CREATING AND SOLVING THE DEBT PROBLEM AND THE NEED TO TACKLE
IT WITH POLICIES OF GROWTH AND POSITIVE, NOT RECESSIVE,
ADJUSTMENT. SEEN FROM OUR POINT OF VIEW, THE PREVAILING
CONDITIONS IN THE WORLD ECONOMY ALREADY MENTIONED HAVE MEANT ONE
THING: FOR THE VAST MAJORITY OF LATIN AMERICAN COUNTRIES IT IS
SIMPLY IMPOSSIBLE TO HAVE GROWTH, INVEST AND SERVICE THEIR HUGE
EXTERNAL DEBT AT THE SAME TIME.

RECENT INITIATIVES TO PROMOTE A GREATER FLOW OF PUBLIC AND
PRIVATE FUNDS HAVE NOT BEEN CONVERTED INTO REALITY OR HAVE NOT
ECONOMY AND WHICH PREVENT RESUMPTION OF SUSTAINED GROWTH AT A
MORE SATISFACTORY RATE FOR EVERYBODY, FOR BOTH INDUSTRIALISED AND
DEVELOPING COUNTRIES.

IF ANY LESSON CAN BE DRAWN FROM THE EVENTS OF RECENT YEARS, IT IS
THE DECISIVE ROLE PLAYED BY COORDINATION OF POLICIES SUCH AS
THOSE PURSUED BY YOUR COUNTRIES IN REDUCING ECONOMIC IMBALANCES
BETWEEN NATIONS. THIS EXPERIENCE URGENTLY NEEDS TO BE EXTENDED
TO OTHER SUBJECTS AND NEW SPEAKERS.

IT IS IN THIS SPIRIT, TAKING AN OVERALL VIEW OF THE DEBT PROBLEM
AND THE SURROUNDING INTERNATIONAL ECONOMIC ENVIRONMENT, THAT WE
CONSIDER THAT AN IN-DEPTH DEBATE IS REQUIRED, BOTH IN THE
MULTILATERAL FORUMS IN WHICH WE PARTICIPATE AND IN DIRECT
RELATIONS WITH FRIENDLY COUNTRIES SUCH AS YOURS, IN ORDER TO
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COMPREHENSIVELY STUDY MEASURES AFFECTING US ALL AND SEEK NEW
INITIATIVES TO HELP SOLVE THE PROBLEMS STATED.

JULIO MARIA SANGUINETTI
PRESIDENT OF THE ORIENTAL
REPUBLIC OF URUGUAY

ENDS

HOWE
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AND TO DESKBY 1910007 PARIS

PARIS FOR MOUNTFIELD

YOUR TELNO 269 TO PARIS: YUGOSLAVIA: PARIS CLUB -

1. IN OUR VIEW, THERE IS LITTLE SCOPE FOR REQUIRING A
'FURTHER LETTER FROM THE YUGOSLAVS. RIKANOVIC WAS

RELUCTANT TO WRITE A LETTER AT ALL (BELGRADE TELNO 90)

AND DID SO WITH EVIDENT ILL -GRACE, THE TONE OF H1S TELEX
OF 16 MAY TO TRICHET 1S BAD TEMPERED AND SELF JUSTIFICATORY.
IN VIEW OF THIS, AND OF THE LINE TAKEN BY TRAJKOVIC HERE

AND LONCAR IN LONDON (BELGRADE TELNOS 88 AND 92) IT SEEMS
UNLIKELY THAT THE YUGOSLAVS WOULD AGREE TO WRITE A LETTER
OFFERING MORE SPECIFIC COMMITMENTS, HOWEVER HARD

THEY ARE PRESSED ON 20 MAY.

2. IN THESE CIRCUMSTANCES IT SEEMS PREFERABLE TO AGREE TO
PROCEED ON THE BASi3 OF WHAT THE YUGOSLAVS HAVE ALREADY
PROYIDED IN ORDER TQ PREVENT THE AGREEMENT REACHED WITH GREAT
DIFFICULTY ON 30/31 MARCH FROM FALLING APART: AND AT THE

SAME TIME TO DELIVER A FIRM MESSAGE ABOUT FUTURE PERFORMANCE,
TH1S MESSAGE COULD BE IN TWO STAGES. AT THE MEETING ON

20 MAY WE AND OTHER MAJOR CREDITORS COULD MAKE IT CLEAR THAT
WE REMAINED DEEPLY CONCERNED ABOUT YUGOSLAV ECONOMIC
PERFORMANCE IN 1986, THAT WE WERE NOT CONVINCED THAT ANY
APPARENT IMPROVEMENT TH!S YEAR WAS SUSTAINABLE AND THAT WE
HAD RESERVATIONS ABOUT THE WAY [N WHICH THE YUGOSLAVS
APPROACHED IMPLEMENTATION OF THE SECOND PHASE OF THE MYRA.
THE CREDITORS COULD THEN, IN THE REPLY FROM TRICHET TO
RIKANOVIC, SPECIFY THE ADDITIONAL MEASURES WE REQUIRED THE
YUGOSLAVS TO TAKE, ANMD INDICATE THAT FAILURE TO MEET THESE
WOULD MEAN THAT THE CREDITORS WOULD NOT PROCEED WITH PHASE

3 OF -THE MYRA. AS SUGGESTED IN MOUNTFIELD'S MINUTE OF

1 MAY, THE MEASURES COULD BE DRAWN FROM THE IMF MANAGING
DIRECTOR'S SUMMING UP ON 2C APRIL.

3. THE TOUGHNESS WITH WHICH THIS MESSAGE CAN BE PUT ACROSS
DEPENDS ON THE POS!ITION TAKEN BY OTHER CREDITORS.

w00D
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TO IMMEDIATE FCO
TELHO 208
OF 1938007 MAY 37

MY TELNO 2303: VISIT OF FANFAN|

1. TEXT OF FAMFANI'S LETTER TO THE PRIME MINISTER, DATED
18 MAY , IS AS FOLLOWS:

BEGINS: DEAR MADAM PRIME MINISTER AND DEAR FRIEND,

! WELL UNDERSTAND THE COMMITMENTS FOLLOWING THE
BEGINNING OF THE ELECTION CAMPAIGN IN BRITAIN WHICH HAVE FoRAED
YOU 70 Py’ OFF THE MEETING WE WERE Th HAVE AT I LONDON TO
THAT WHICH WE SHALL HAVE DURING THE AFTERMAOY NF A JUNE
IN VENICE, A FEW HOURS BEFORE THE BEGINKING OF NuUR woay AT
THE SUMMIT,

FOR THAT REASON | WELCOME YOUR KIND OFFER T2 SEND SR ROSEST
ARMSTRONG TG RCME 1N ORDER TD INFORM ME OF YOUR VIE4S AN TuE
PROBLEMS WHICH WILL BE DISCUSSED AT THE SyuMM(T.

SECAUSE OF COMMITMENTS WHICH | ALREADY NOW HAVE |9 3o

PARIS, BRUSSELS, WASHINGTON AND OTTAWA | WwOULD BE ATLF To

SEE SIR ROBERT ARMSTRONG DURING THE AFTERNOON OF 2  JuNE.

AT THAT MEETING THERE WOULD ALSO RE PRESENT My DEPSANAL
REPRESENTATIVE TO THE VENICE SUMMIT, AMBASSADOR 2ENATA RUBGIERN,
WITH RENEWED BEST WISHES FOR THE ELECTIONS, T0 THE HAPPY
QUTCOME OF WHICH YOU ARE DEVOTING SUCH EFFOPTS. | SEND yoy My
WARME ST WISHES,

(SIGNED) AMINTQRE FANFAN|
ENDS,
2. GRIGINAL FOLLOWS 5Y BAG,

BRIDGES
RFHPAaN 022%.
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VENICE SUMMIT (9)’ N4 O}g M Q\.N w

Some points on which the ggancellor might like an immediate note v
Sir R.Armstrong will be reporting to the Prime Minister shortly. “SU’
it
2. G7 Deputies discussed the idea of a pre-Summit meeting of \¥ be
G7 (Ministers and Deputies only). The conclusion to which most\§}/
were tending (Tietmeyer and I having taken the lead towards it) \ly

was that:

- there should be a meeting at all only if there was some \ﬁf>

\
special need; and \gﬁbﬁ

- any such meeting should be low-profile and in the form of ‘;1
lunch on Monday 8 June at earliest, in Venice (or perhaps
at a place just on the mainland and nearer the airport). (;\
T The arguments used in favour of this conclusion were: first N\

convenience - Stoltenberg does not want to have to leave Germany\p&r W)‘
on the Sunday and I joined the Chancellor with this; and secondly

a feeling that the lower-profile, more casual arrangement would

run less risk of giving excuses to the Commission to complain. Vf’
(We know that Delors is contemplating making an issue at Venice

the Commission being excluded from G7 - there is something to be

Y
said for avoiding offering him any extra pegs!). V)

W

4. In very brief talk among G5 Deputies (we had no meet1ngé§;ﬁ>
&

happened to be together while waiting for transport on the las
Wi o

\JP\U': W
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day) we found common ground in believing that there ought not to
be a special reason for meeting: if a currency crisis, we would
need the central bankers too; the report we are preparing is not
such as to require Ministers to meet on it, we hope; there will

be no new round of projections worthy of a surveillance meeting.

55 It seemed that Goria is the one who might want to insist -
purely for personal and domestic political gain. Sarcinelli's
temporary replacement, Paolo Ranuzzi, urged us all to consult our
Ministers between now and our next meeting in just over two weeks
(following the OECD Ministerial). He was clearly hoping for some
support for a meeting from Ministers. I shall remind you later
that it might be worth consolidating views with colleagues at the

OECD Ministerial.

6 Incidentally, the Chancellor might be interested to know
the position of Sarcinelli. The new Fanfani non-Government has a
number of Ministerial places occupied by 'civil servants' in place
of members of parties not joined in the coalition. It is assumed
that these will disappear when a valid government is formed after
the election (although this may take until August). Sarcinelli
has been assured that he can return to the Treasury and meanwhile
two juniors (Ranuzzi and Pasque) are temporarily standing in for

different parts of his work.

T Finally, on the agenda for Venice, the economic side is
trankly in some disarray - there are obvious uncertainties about

what will be the market situation (and even more about what could
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be done at the Summit to help); there are strong feelings of
pessimism about world economic prospects, US interest rates, debt,
etc (again with no positive agreement in sight); and there are no
prospects of U.S., or probably Japan, delivering new action, as

distinct from restatement of intentions.

8. For the U.K., with what is generally recognised as the most
healthy of individual national positions, I do not at present see
clearly what we shall want on the macro-economic front. Elsewhere
it is easier, with a good line building up on agriculture, with
wide support for pressing Japan on more open markets, and with our
Sub-Saharan debt initiative a theme which I think we can promote

above less satisfactory rivals.

9, On present prospects, although this is obviously subject to

last-minute events, there are no likely non-economic excitements

et
(Geoffrey Littler)

on the Summit agenda.
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kﬁ”hL‘ rom: Sir G.Littler

Date: 4 May 1987
MR ALEX AL C\N"\ QL'-/
W '4_ t\ﬂ\/ﬁ‘ Mr Caéssgg
(//ijAL( Mr Peretz
¢ Mr Relly 4%/
EX&!ANGE MARKETS w\ }\. k VL@G A t
Msa Um , [ pUlly ‘”W
I am in Brussels fo e Monetary Committee on May. I thought

it might be helpful for me to record one or two points which came

-

up in the margins of last week's Summit preparation meeting.

25 Mulford was very pessimistic indeed about holding the
dollar. He was bitter about Japan and Germany (although”pleased
with reports of the Reagan-Nakasone meeting which h evidently

gone as he had hoped). He said that the U. s.’paﬁ used all bu)f///\‘zy o~

$600 million of what they had committed 1n tﬁe Washington G

this could easily be exhausted in a couple of days; unlegs there

/

was some fresh and constructive development elsewhere he/did n
see how the U.S. could go on g;ﬁing support.
3% Tietmeyer separate;y/ttld me (I think he must have told
Mulford and Gyohten algoﬁrthat the Bundesbank last week considere
action to reduce shoft—term interest rates slightly. The proposal
was moved by Poehl; resisted by Schlesinger (whom Tietmey
angrily descriﬂéd as pursuing a policy of benign neglect), a
rejected eyéhtually by a small majority. He thinks/hopes that
idea wilyfbe reconsidered, and that perhaps an early Japanese
move —/éven a further British move - might help.

4. / Some Baker/Stoltenberg telephoning is expected early this

week I will see what more I can get from Tietmeyer in Brussels.



FROM: A C S ALLAN
DATE: 5 May 1987

SIR G LITTLER cc Sir P Middleton
. Mr Cassell
Mr Peretz
Mr Kelly

EXCHANGE MARKETS

The Chancellor was grateful for your minute of 4 May. He felt the
Reagan-Nakasone talks in the event proved to be disastrous - not
Reagan's fault - but the US are very foolish if they cease giving
support to the dollar. They are clearly on the brink of getting
interest rate cuts in both Germany and Japan (not to mention the
UK), and have scope for an interest rate hike of % per cent
themselves. To precipitate the collapse of the Louvre accord
because of some arbitrary ration of intervention being exhausted
would be grossly irresponsible: it would be bad for the US as well
as everyone else, and would deal a death-blow to the credibility of
international co-operation (which at present is still at least half

believed).

2 He would be grateful if you could communicate these views to
Mulford. 1If need be, the Chancellor will phone or write to Baker
himself (we are already fixing up a bilateral at the OECD meeting

e

/

A C S ALLAN

1N, Paris) .
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FROM: A C S ALLAN
DATE: 5 May 1987

SIR G LITTLER cc Sir P Middleton
Mr H P Evans

VENICE SUMMIT

"‘i’M 4 » )
P

The Chancellor was grateful for your minute of 4 May. On action by

the UK, (your paragraph 8), he feels we may need to knock heads

together, and be seen to be doing so.

a meeting if we possibly can. Quite apart from anything else,

205 On the G7, he feels that in the circumstances we want to avoid

it is

clear that it would achieve nothing, which would be very bad in

|
|
| market terms. Goria's keenness for one, given his behaviour after
:
|
|

the last one, needs to be firmly dismissed.

_//
A C S ALLAN
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From: Sir G.Littler
Date: 7 May 1987
MR ALEX ALLAN
c.c. Sir P.Middleton
Mr Cassell
Mr Peretz
Mr Huw Evans
Mr Kelly
VENICE SUMMIT G7, etc

This is a response to your two minutes of 5 May, on the Venice
& t -

% T | e
0 % gN SR Rl v
‘\ Yol

(A Ly e DY
20 I had a short talk with Mplford late yesterday. I put the
o

Summit and on Exchange Markets.

Chancellor's views on interesfxrates among Germany, Japan and US,
urged that we keep up the battle, and mentioned the possibility of
a bilateral Chancellor/Baker talk in Paris next Tuesday. (I also
mentioned as another possible subject for that our proposals for
debt for the poorest). Mulford took note: he did not reject the
idea of a small upward move in the US, but thought that moves by

Germany and Japan 'in a concerted way' would be a condition.

3 Mulford also raised with me the question of a G7 meeting
immediately before the Summit. He said that, in the light of his
report of what I and Tietmeyer had said among deputies last week,
Baker was now against a G7 meeting, unless it later emerged that
there was good reason for holding one (and I added - and Mulford
agreed - confident expectation by us of a helpful public outcome).
We agreed that we would both give this message firmly to the
Italians. I spoke accordingly to Ranuzzi this afternoon: he said

Goria might try to talk with the Chancellor and others in Paris.

/ A

s
./ (Geoffrey Littler)
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I take pleasure in sending you, herewith enclosed, the text of
a message, addressed to you, from Ambassador Renato Ruggiero containing
the revised thematic paper due to be discussed during the Stra-Venezia

fourth preparatory meeting of the Venice Economic Summit.

W SE

Bruno Bottai

encl.

Sir Robert Armstrong, GCB, CVO
Secretary of the Cabinet
Cabinet Office

LONDON Swi



From: Ambassador Renato Ruggiero

To:

Sir Robert Armstrong, GCB, CVO

Rome, 7th May, 1987

TEXT OF THE MESSAGE

' LEAR COLLEAGUE,

FLEASE FIND HERE ATTACHED CGFY OF THE REVISED TEXT
GF THE THEMATIC PAPER. THIS COPY REFLACES THE ONE
WHICH WAS DISTRIBUTED ON THE 2ND OF MAY, BEFORE THE
OFENING OF THE LAST MEETING IhM FORTC CERVC.

I. INTRGDUCTION .

1. SINCE THE TOKYO SUMMIT, ECCNOMIC PERFORMANCE IN
THE SEVEN COUNTRIES HAS SHOWN SOME IMPROVEMENTS
NOTWITHSTANDING THE PERSISTENCE OF LARGE DGMESTIC
AND EXTERNAL IMBALANCES.

AVERAGE INFLATION RATES AND INFLATION DIFFERENTIALS
HAVE COME DOWN. GROWTH IS CONTINUING INTO ITS

FIFTH CONSECUTIVE YEAR, ALBEIT AT SLIGHTLY LOWER
RATES. INTEREST RATES HAVE GENERALLY DECLINED.
EXCHANGE &ATE CHANGES HAVE OCCURRED AMGNG LEADING
CURRENCIES WHICH OVER TIME WILL CONTRIBUTE TO A
MORE SUSTAINABLE PATTERN OF CURRENT ACCOUNT
POSITIONS AND HAVE BROUGHT CURRENCIES WITHIN

RANGES BROADLY CONSISTENT WITH ECONGMIC FUNDAMENT
ALS. IN VOLUME TERMS THE ADJUSTMENT OF TRADE FLOWS
IS UNDERWAY ALTHOUGH IN NOMINAL TERMS THE IMBALAN
CES REMAIN UNACCEPTABLY LARGE.

SOME PROGRESS CAN BE SEEN ALSO IN THE SITUATION

OF THE DEVELOPING WORLD ALTHOUGH THE PICTURE IS
MIXED BETWEEN NON-OIL LDCS, OIL-PRODUCING COUNTRIES
AND THE PGCOREST COUNTRIES. IN MIDDLE-INCOME NON-
OIL LDCS THERE HAS BEEN SUBSTANTIAL EXTERNAL
ADJUSTMENT COUPLED WITH ACCELERATING GROWTH. DEBT



SERVICE RAYTIOS, WHICH WORSENED IN 1986, ARE
TENDING TO MGVE LCWER AND NEW FINANCING NEEDS
HAVE BEEN REDUCED. SINCE TOKYO THERE IS A ETRONG=
ER CONSENSUS AMGNG THE SUMMIT COUNTRIES ON THE
NEED FOR CLOSE AND CONTINUING CCORDINATION CF
ECONOMIC POLICY WITH A VIEW TG ENSURING CONSISTENCY
OF DOMESTIC POLICIES AND THEIR INTERNATIGNAL
COMPATIBILITY, AND ULTIMATELY ACHIEVING GREATER

" CONVERGENCE CF POSITIVE ECONOMIC PERFORMANCE. IN
THE CONTEXT OF THE GRCUP OF SEVEN MEETINGS AT
'LE LOUVRE"' AND IN WASHINGTON THE COMMITMENT TOC
POLICY COORDINATIGN HAS BEEN INTENSIFIED. THERE
IS A CONSENSUS THAT A MORE STABLE EXCHANGE RATE
ENVIRCNMENT, GIVEN THE POLICY COMMITMENTS MADE,
IS HIGHLY IMPORTANT FOR THE PROMOTION OF GLOBAL
GROWTH AND THE REDUCTIGCN GF EXISTING IMBALANCES,
IN RECOGNITION OF THE FACT THAT FURTHER SHIFTS
IN EXCHANGE RELATIONSHIPS COULD PROVE CCUNTER -
PRCDUCTIVE TO OUR EFFCRTS TO INCREASE GROWTH AND
FACILITATE ADJUSTMENT IMN THE SUMMIT COUNTRIES
AND IN THE WORLD ECONOMY.

THE CREDIBILITY OF THIS STRATEGY REQUIRES SWIFT
INMFLEMENTATIGN OF THE POLICY COMMITHMENTS BY THE
CCUNTRIES CGNCERNED.

2. THIS YEAR, ACCORDING TO RECENT FORECASTS BY
INTERNATIONAL ORGANIZATIONS, DOMESTIC DEMAND 1IN
THE SUMMIT CGCUNTRIES AS A WHOLE IS EXPECTED TO
SLOW TO BELOW THREE PERCENT AND OUTPUT IS
EXPECTED TO GROW NO FASTER THAN IN 1986.

THIS OUTLOOK REFLECTS THE FACT THAT THE NECESSARY
PROCESSES OF ADJUSTMENT TO CHANGES IN OIL PRICES
AND EXCHANGE RATES WERE NOT FULLY OFFSET BY POLICY
ACTIONS. THE EXPECTED SLOWDOWN OF DOMESTIC ACTIV-
ITY IN THE INDUSTRIAL WORLD WILL, HOWEVER, LOWER
THE PROSPECTS FOR DEVELOPING COUNTRIES TO GROW,
FIND THE MARKETS THEY NEED AND SERVICE THEIR
FOREIGN DEBT.

5 THE CURRENT SITUATION OF THE WORLD ECONOMY IS
THUS CHARACTERIZED BY BOTH POSITIVE AND NEGATIVE
FACTORS. THE LATTER INCLUDE:

= CONTINUING LARGE DISEQUILIBRIA IN CURRENT
PAYMENTS AND ASSOCIATE) NET FOREIGN POSITIONS
BETWEEN THE MAJOR COUNTRIES WHICH REPRESENT A

SERIOUS THREAT TO THE STABILITY OF THE INTER-
NATIONAL MONETARY SYSTEM)

- PERSISTENTLY HIGH UNEMPLOYMENT, PARTICULARLY IN
EURGCPE) ’

- LARGE PUBLIC SECTOR DEFICITS IN THE US, ITALY
AND SOME OTHER COUNTRIES)

- HIGH REAL INTEREST RATES)

- T0O0 LITTLE DONE TO REDUCE TRADE RESTRICTIONS,
AND INCREASING PROTECTIONISM)



. - THE PERSISTENCE GF HIGH LEVELS OF DEBT FOR MANY

DEVELOPING COUNT-RLIES)

- THE CONTINUING WEAKNESS OF MANY COMMODITY
MARKETS WITH THE PROSPECT GF SLOW OR, IN SOME
CASES,NO GRCWTH IN EXPORT EARNINGS CF PRIMARY
PRODUCING COUNTRIES.

II. BASIC TASKS AND POLICY ACTIONS BY THE SUMMIT CONTRIES

4. POLICY COORDINATION FOR SUSTAINED GROWTH AND
EXTERNAL ADJUSTMENT A
T
4.1 SUMMIT COUNTRIES SHOULD REAFFIRM THAT THE
CORRECTION OF WORLD PAYMENTS IMBALANCES IS KEY
MEDIUM-TERM PRIORITY AND THAT CONTINUING, BAUANCED
AND SUSTAINED NON-INFLATIONARY GROWTH WORLDWIDE
IS ESSENTIAL IF THE PROCESS OF INTERNATIONAL
ADJUSTMENT IS TO BE MORE EFFECTIVE. SUCH DEVELOP-
MENTS WOULD ALSO CONTRIBUTE IMPORTANTLY TO THE
REDUCTION OF UNEMPLOYMENT IN OUR COUNTRIES, THE
IMPROVEMENT OF THE LDCS' SITUATION AND THE
ALLEVIATION OF WORLD TRADE TENSIONS.

4.2 SUMMIT COUNTRIES -SHOULD STRESS THEIR DETERMINATION
TO PLAY A CENTRAL ROLE IN A COOPERATIVE EFFORT TO
SUSTAIN ESCONOMIC ACTIVITY WORLDWIDE. THE CORRECT-

ION OF PAYMENTS IMBALANCES WILL BE A LOGNG AND
DIFFICULT PROCESS. EXCHANGE RATE CHANGES ALONE

WILL NGT

SOLVE THE PROBTEM. SUMMIT COUNTRIES SHOULD COMMIT
THEMSELVES TO FOLLOW POLICIES AIMED AT ACHIEVING

THE NEEDED DIFFERENTIALS IN DOMESTIC DEMAND.

SURPLUS COUNTRIES SHOULD DESIGN THE POLICY TO

STRENGTHEN DOMESTIC DEMAND AND OPEN THEIR MARKETS,
WHILE DEFICIT COUNTRIES SHCULD FOCUS ON REDUCING
THEIR FISCAL DEFICITS AND IMFROVING COMPETITIVEW
NESS. IN RECOGNITIGN OF THE FACT THAT THE PURSUIT
OF WORLDWIDE GROWTH MUST BE A COLLECTIVE
ENDEAVOR, THE SUMMIT COUNTRIES SHGULD CALL
aN OTHER INDUSTRIAL COUNTRIES TO PARTICIPATE IN
THIS EFFORT. SUMMIT COUNTRIES SHOULDL ALSO CALL GN
NEWLY INDUSTRIALIZED CCUNTRIES WITH LARGE EXTERNAL
SURPLUSES TO ASSUME GREATER RESPONSIBILITY FOR
PRESERVING AN OPEN WORLD TRADING SYSTEM BY
REDUCING TRADE BARREERS AND PURSUING POLICIES
THAT ALLOW THEIR CURRENCIES TO REFLECT MORE FULLY
UNDERLYING FUNDAMENTALS.

s = o LaWC
"IT COUNTRIES, BUDGETARY DISCIPLINE
REMAINS A _MEDIUM-TERM OBJECTIVE AND THE
REDUCTION XISTING PUBLIC SECTOR IMBALANCES
A NECESSITY FOR A NUMBER OF THEM. TAX REFORM AND
GTHER SUPPLY POLICIES CAN PROVIDE INCENTIVES TO
STIMULATE GROWTH AND INVESTMENTS AND IMPROVE
EFFICIENCY IN RESOURCE USE. IN ADDITION THOSE
SUMMIT COUNTRIES WHICH HAVE MADE SIGNIFICANT
PROGRESS IN FISCAL CONSOLIDATION AND HAVE LARGE
EXTERNAL SURPLUSES SHOULD REAFFIRM THEIR COMMIT-
MENT TO FOLLOW FISCAL AND MONETARY POLICIES

4.3 AMONG_TH



DESIGNED TO STRENGTHEN DOMESTIC DEMAND AND REDUCE
EXTERNAL SURPLUSES, WITHIN A FRAMEWGRK OF MEDIUM-
TERM FISCAL OBJECTIVES.

SUMMIT CGUNTRIES SHOULD ALSO IMPROVE THE COORDI-
NATICN OF THEIR MONETARY POLICIES TO SUPPORT NON-
INFLATIONARY GROWTH AND FGSTER STABILITY 0Ff
EXCHANGE RATES.

L.4L  SUMMIT COUNTRIES SHOULD AGREE ON THE NEED TO
SUPPORT THEIR MACROECONGMIC STRATEGY WITH EREE CTAIVIE
STRUCTURAL POLICIES TO SUSTAIN PROGRESS TOWARDS
NON-INFLATIONARY GROWTH AND EMPLOYMENT CREATION
WHICH HAS BEEN INSUFFICIENT, NOTABLY IN EURGFE,

TO MATCH THE INCREASE IN THE SIAE OF THE LABOR
FORCE. SUMMIT COUNTRIES SHOULD STRESS THE NEED TO:
- PROMOTE COMPETITION IN ORDER TO SPEED UP
INDUSTRIAL ADJUSTHENT)

- REDUCE MAJOR IMBALANCES BETWEEN AGRICULTURAL
SUPFLY AND DEMAND AND GRADUALLY ADAPT AGRICULTURE

TO MARKET CONDITIGNS)

- PROMOTE JGCB CREATING INVESTHMENT.,

- IMPRGVE THE FUNCTIGNING GF LABOR MARKETS THRGUGH
GREATER MOBILITY AND ADAPTABILITY)

- PROMGOTE THE FURTHER GPENING CF INTERNAL MARKETSJ
- ENCGURAGE THE ELIMINATION OF CAFITAL MARKET
IMPERFECTIONS AND RESTRICTIONS IN GRDER TG

IMPROVE THE FUNCTIONING OF INTERNATIONAL FINANCIAL
MARKETS. ; :

4.5 THE COOPERATIVE MANAGEMENT OF ECONOMIC POLICIES
BY THE SUMMIT COUNTRIES SHOULD BE SEEN IN THE
CONTEXT OF THE TOKYG AGREEMENT ON POLICY_ COORDI-
NATION AND MULTILATERAL SURVEILLANCE. SUMMIT
COUNTRIES MIGHT WANT TO STRESS THAT THEY NOW
CONSIDER IMPROVED POLICY COORDINATION AS AN
ONGOING PROCESS AND THEY FULLY ACCEPT THE
DISCIPLINE THAT IT INVOLVES. RECOGNIEING THAT
DOMESTIC POLICIES HAVE IMPCRTANT INTERNATIONAL
REPERCUSSIONS WHICH IN TURN EXERT A FEED-BACK
EFFECT ON DOMESTIC PERFORMANCE, SUMMIT COUNTRIES
SHOULD REAFFIRM THAT THE FOCUS FOR COORDINATION
SHOULD BE THE COMPATIBILITY GF POLICIES DESIGNED
TO ATTAIN MGRE BALANCED EXTERNAL POSITIONS AND
STRONGER NON-INFLATIONARY GRCWTH OVER THE

MEDIUM TERM,

IN THE PRESENT SITUATION, SUMMIT CCUNTRIES SHOULD
REEMPHASIZE THEIR COMMITMENT TO STRENGTHEN THE
PROCESS OF POLICY CGORDINATION. IB THIS CONNECTION
THEY SHOULD:

- WELCOME THE REPORT BY THE FINANCEMINISTERS ON
THE PROGRESS MADE TODATE IN IMPLEMENTING POLICY
COGRDLINATION AND IN IMPROVING THE FUNCTIONING

GF THE INTERNATIGNAL MONETARY SYSTEM AND

ENDORSE THE CONCLUSIONS STHEY HAVE REACHED)

- INVITE FINANCE MINISTERS AND CENTRAL BANK .
GGVERNGRS TO REFINE PROCEDURES FOR CARRYING OUT



MULTILATERAL SURVEILLANCE OF OBJECTIVES AND
PROJECTIONS, USING THE AGREED INDICATORS AND THE
TECHNICAL ASSISTENCE OF THE IMF MANAGING DIRECTOR,
AND FOR THE ADOPTION OF REMEDIAL MEASURES, AS
APPROPRIATE, WHEN THERE ARE SIGNIFICANTDEVIATIONS
FRCM THE INTENDED PCLICY COURSE)

- WELCOME THE WORK DONE BY THE IMF TO ANALYZE

AND REFINE THE INSTRUMENTS FOR EFFECTIVE SURVEIL-

LANCE, FOCUSING ATTENTICN ON INCONSISTENCIES IN
NATIONAL POLICIES AMONG THE LARGER COUNTRIES.

S. STRENGTHENING fHE OPEN MULTILATERAL TRADING SYSTEM

5.1 SUMMIT COUNTRIES SHOULD NOTE WITH GRAVE CONCERN
THE RISING PROTECTIONIST PRESSURES WHITCH HAVE
BECOME AN IMMEDIATE THREAT TO THE WORLD ECONOMY
AND SHOULD REAFFIRM THEIR DETERMINATION TO HALT
PROTECTIONISM AND DISMANTLE PROTECTIONIST MEASURES.
FOR THIS PURPOSE, THEY SHCULD STRESS THE IMPORTANT
ROLE THE URUGUAY ROUND CAN PLAY IN MAINTAINING
AND STRENGTHENING THE MULTILATERAL TRADING
SYSTEM. TO THIS END IT IS ESSENTIAL TG MAINTAIN
THE INTEGRITY OF THE GATT SYSTEM BY FORGING NEW
RULES AND DISCIPLINES TO GOVERN THE GREATLY
EXPANDING AND INCREASINGLY COMPLEX WGRLD TRADING
SYSTEM, DEVELOPING MORE EFFECTIVE PRINCIPLES AND .
MECHANISHM FOR ENFORCEMENT OF THESE RULES, AND
ACHIEVING INCREASED LIBERALIZATION OF TRADE FOR
THE BENEFIT OF ALL COUNTRIES.

5.2 RECOGNIZING THE INTERRELATIONSHIP BETHWEEN GROWTH,
TRADE AND DEVELOPMENT, SUMMIT COUNTRIES SHOULD
UNDERLINE THE IMPORTANCE OF A SUPPORTIVE -
INTERNATIONAL ENVIRONMENT, NCTABLY OF AN IMPROVED
FUNCTICNING CF THE INTERNATIONAL MCNETARY SYSTEN,
SUSTAINED GROWTH, CONTROL CF THE DEBT BURDEN AND

THE REDUCTION OF EXTERNAL IMBALANCES. SUMMIT .
COUNTRIES SHOULD UNDERLINE THAT IN VOLUME TERMS

THE ADJUSTMENT OF TRADE FLOWS IS UNDERWAY, ALTHO=9

UGH IN NOMINAL TERMS THE IMBALANCES REMAIN LARGE,
FRICTIONS ARISING OUT OF THESE IMBALANCES SHOULD

BE REDUCED THROUGH THE EXPANSIGN OF TRADE WITH
COGPERATIVE POLICY EFFORTS BOTH BY SURPLUS AND

DEFICIT COUNTRIES, INCLUDING MEASURES TO OPEN

MARKETS AND STIMULATE ECONOMIES, AS WELL AS TO
INCREASE COMPETITIVENESS. PROTECTIONIST ACTIONS

WILL EXACERBATE THESE IMBALANCES AND INCREASE THE RISK
OF FURTHER EXCHANGE RATE VOLATILITY.

5.3 SUMMIT COUNTRIES SHOULD ALSO STRESS THAT " THE
CBJECTIVE OF FURTHER TRADE LIBERALIZATION REQUI-
RES A STRONG EFFGRT BY INDUSTRIAL AND DEVELOPING
COUNTRIES ALIKE TG PROMCTE EFFECTIVE STRUCTURAL
ADJUSTEMENT.



5.4 SUMMIT COUNTRIES SHOULD ENDORSE FULLY THE
CGMMITMENT TC ADGCPT APPROPRIATE PGLICIES AND
CONCRETE MEASURES IN COMPLIANCSE WITH THE PRIN-
CIPLES OF STAND-STILL AND ROLLBACK WHICH HAVE
BEEN REAFFIRMED IN THE MINISTERIAL DECLARATION

ON THE URUGUAY ROUND. PROTECTIONIST PRESSURES
MUST BE VIGOUROSLY RESISTENT AND OVERCOME. .
SUMMIT CCUNTRIES LOOK FORWARD FAVOURABLY TO THE
INCLUSIGN GF TRADE IN SERVICES UNDER MULTILATE-
RAL DISCIPLINE AND TG ITS EXPANSION TO NEW AREAS
SUCH AS THOSE OF INVESTMENTS AND INTELLECTUAL
PROPERTY. WITHIN THE FRAMEWORK OF A CPAPREHENSIVE
OUTCOME OF THE NEGOTIATIONS, THIS EXTENSION OF
THE MULTILATERAL TRADING SYSTEM WILL ALSO BE
BENEFICIAL TG LDCS IN FCSTERING GROGWTH, ENHANCING
CAPITAL FLOWS AND TECHNOLOGY TRANSFERS.

5.5 BASING THEMSELVES ON THE MINISTERIAL DECLARATION
ON THE URUGUAY ROUND ADOPTED IN PUNTA DEL ESTE,

THE SUMMIT COUNTRIES SHCULL CALL ON ALL CONTRACT-

ING PARTIES OF THE GATT TO NEGOTIATE COMPRNSENSI-
VELY, EXPEDITIOUSLY AND IN GOOD FAITH, WITH A

VIEW TO ENSURING MUTUAL ADVANTAGES AND INCREASED
BENEFITS TO ALL, IN ACCORDANCE WITH THE PRINCIPLES

OF THE GATT. IN ORDER TO ADVANCE THE NEGOTIATING
FROCESS ACROSS THE BOARD, CANADA, JAPAN, THE

UNITED STATES AND THE EUROPEAN COGMMUNITY SHOULD

TABLE A WIDE RANGE OF SUBSTANTIVE PROPOSALS IN
GENEVA OVER THE COMING MONTHS. PROGRESS IN THE
URUGUAY ROUND WILL BE KEPT UNDER CLOSE POLITICAL
REVIEW. IN THIS CONTEXT, THE SUMMIT COUNTRIES -
SHOULD BEAR IN MIND THAT MINISTERS STATED AT

PUNTA DEL ESTE THAT THE LAUNCHING, THE CONDUCT

AND THE IMFLEMENTATION OF THE NEGOTIATIONS SHOQULD
BE TREATED AS PARTS OF A SINGLE UNDERTAKINGJS BUT
THAT AGREEMENT REACHED AT AN EARLY STAGE MIGHT

BE IMPLEMENTED ON A PROVISIONAL OR DEFINITIVE
BASIS BY AGREEMENT PRIOR TO THE FORMAL CONCLUSION
OF THE NEGOTIATIONS.

THE SUMMIT COUNTRIES SHOULD RECOGNIZE THAT A STRG*,
NG, CREDIBLE, WORKING GATT IS ESSENTIAL TO THE
WELL-BEING OF ALL TRADING COUNTRIES. THEY CONSI-
DER THAT IT WOULD BE USEFUL TO HAVE, AS AFPROPRIA-
TE, IN THE CGCURSE OF THE NEGOTIATIONS, A MEETING
OF THE TRADE NEGOTIATING COMMITTEE AT THE
MINISTERIAL LEVEL.

3.6 = S5/172
THE FOLLOWING PARAGRAPHS WILL BE REVIEWED IN THE

LIGHT OF THE OUTCOME OF THE OECD MINISTERIAL
REETING (MAY, 12 - 13).
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6. DEVELCPING CCUNTRIES AND INTERNATIONAL DLEBT PROBLEMS
(FRENPH PRGPOSAL)

6.1 THE SITUATION -OF HEAVILY INDEBTED COUNTRIES IS CONE

OF THE MAIN OBSTACLES TG A BALANCED WORLD ECONOMIC

AND SOCIAL DEVELGPMENT AND A THREAT' TO FOLITICAL
STABILITY IN SOME COUNTRIES WHICH HAVE RECENTLY
ESTABLISHED DEMOCRATIC REGIMES. SUMMIT CCUNTRIES

SHCULD SALUTE- THE CGCURAGEGUS EFFORTS OF THESE

COUNTRIES TO ACHIEVE ECONOMIC GRGWTH AND STABILITY

AND SHOULD REINFORCE THE ONGOING STRATEGY BASED

UPON THE FOLLOWING FRINCIPLES:

- ENCOURAGING DEBTOGR CCUNTRIES TO CARRY 0UT THEIR
STRUCTURAL REFCRMS IN THE FRAMEWCRK OF DEMOCRACY) ,(ﬂ*ﬁg‘
~ ENCOURAGING THE BANKS AND FINANCIAL MARKETS _T0O } a(
PLAY THEIR ROLE, SHARING THE BURDEN EQUITABLY.

- FROVIDING SUFFICIENT RESOURCES TO THE INTERNATIO-

NAL FINANCIAL INSTITUTIONS)

-ALLEVIATING THE DEBY PROBLEM GF THE POOREST CGUNT-

RIES BY AN INCREASE OF GDA , AN ENHANCED RESCHE- ’

DULING FRGGRAM ANG EN EFFORT TG STABILIZE THE
EXPGRT EARNINGS OF MONOPRGDUCERS‘._B

6.2 SUMMIT COUNTRIES SHOULD RECOGNIZE THE INCREASING
DIVERSITY IN THE ECONOMIC SITUATIONS OF DEVELOPING
COUNTRIES. FOR THE MAJOR MIDDLE-INCOME DEBTORS,
SUMMIT COUNTRIES SHOULD REAFFIRM THAT THEY SUPPORT
AND SEE NO ACCEPTABLE ALTERNATIVE TO THE PRESENT
GROWTH- ORIENTED STRATEGY LAUNCHED FOLLOWING THE

US INITIATIVE OF OCTORER 1985S.THAT STRATEGY CALLS
FGR A COOPERATIVE APPROACH BY ALL PARTIES CONCERNED
IN AN EFFORT TO STRENGTHEN DEBTORS' GROWTH PROSPECTS
AS ESSENTIAL TO RESOLVING THEIR DEBT PROBLEMS.

THREE ELEMENTS ARE NEEDED TO -THIS END: THE ADOPT-
ION OF COMPREHENSIVE MACROECONOMIC AND STRUCTURAL

REFORMS BY DEBTOR NATIONS) THE ENHANCEMENT OF LEND- /)
ING BY INTERNATIONAL FINANCIAL INSTITUTIONS) AND Qs s 1 &L
LNGREASED—COMNEREIAL—BANK—L-ANDENGIN SUPPORT OF AP ReTH!
DEBTOR_REFORMS~ SUMMIT COUNTRIES SHOULD REAFFIRM L

THEIR COMMITMENT TO FOSTER THE SUPPORTIVE WORLD M;L/L(/m
ECONOMIC ENVIRONMENT OF SUSTAINED GROWTH AND EXPAN- le €
DING TRADE, WHICH IS AN ESSENTIAL' REQUIREMENT OF Lalan

THE STRATEGY.

6.3 THE DEBT STRATEGY HAS PROVED TO BE A FLEXIBLE AND
EFFECTIVE FRAMEWORK FOR A NUMBER OF AGGREEMENTS

WHICH THROUGH A COMBINATION OF ADJUSTMENTS MEASUR-
ES, DEBT RESCHEDULINGS AND PROVISION OF NEW MONEY
HAVE ALUTOWED SOME RESUMPTION OF GROWTH AND CORRECT-
ION OF IMBALANCES, DESPITE UNFAVORABLE DEVELOPMEN-

TS IN EXPORT EARNINGS.



6.4 SUMMIT COUNTRIES SHOULD STRESS THAT PROGRESS IN
RESTORING CREDIT WORTHINESS HAS ALREADY BEEN SIG-
NIFICANT AND POLITICALLY COURAGEOUS IN SOME COUN-
TRIES BUT THERE IS STILL, IN SOME IMPORTANT CASES,

A LACK OF ADEQUATE POLICIES OF STRUCTURE ADJUSTME-
NTS AND GROWTH DESIGHED TO ENCOURAGE THE EFFICIENT
USE OF DOMESTIC SAVINGS AND THE REPATRIATION OF
FLIGHT CAPITAL.

6.5 THERE~ES—ANEEDTORESTORE~A=MGRE-TIMELY ANDEFFE=
CTIVE MOBILIZATION OF—AEND-ING—BY—CONMHERCIAL—BANKS S

WHI CH CONTLNUES—T-0weB-Ee bl Sl FFle bl ENFor==T T H-E5—C-ONT-E—
XJep=SUMMIT COUNTRIES SHOULD SUPPORT EFFORTS BY
COMMERCIAL BANKS AND DEBTOR COUNTRIES TO DEVELOP

A MENU OF ALTERNATIVE NEGOTIATIMG PROCEDURES AND
FINANCING TECHNIQUES FROM WHICH BANKS WITH DEBT
EXPCSURES CAN CHOOSE IN FROVIDING CONTINUING

SUPPORT TO DEBTOR COUNTRIES.

6.6 SUMMIT COUNTRIES SHOULD STRONGLY SUPPORT THE
ACTIVITIES OF INTERNATIONAL FINANCIAL INSTITUTIONS,
INCLUDING REGIONAL DEVELOFPMENT BANKS. SUPPORT
SHOULD BE MADE AVAIULABLE ON A SELECTIVE BASIS -AND
IN CONNECTION WITH PROGRAMS OF STRUCTURAL ADJUST-
MENT AND ECONOMIC POLICY EEFORM BY BORROWERE.

IN PARTICULAR, SUMMIT COUNTRIES SHOULD:

- SUPPORT THE CENTRAL ROLE OF THE IMF THROUGH ITS
ADVICE AND FINANCING AND ENCOURAGY CLOSER COO0-
PERATION BETWEEN THE IMF AND -THE IBRD, EXPECIALLY
IN THEIR STRUCTURAL ADJUSTMENT LOANS AND FACILITY)
- SUPPORT THE EXPANDED ROLE OF THE IBRD IN THE

DEBT STRATEGY.,

- NOTE WITH SATISFACTION THE CONTRIBUTION MADE BY
"THE REPLENISHMENT OF IDA VIII)

- SUPPORT A GENERAL CAPITAL INCREASE OF THE IBRD
WHEN JUSTIFIED BY INCREASED DEMAND FOR QUALITY LENDING.

6.7 SUMMIT COUNTRIES SHOULD ENCOURAGE MEASURES AIMED
AT PROMOTING NON-DEBT-CREATING CAPITAL FLOWS,
ESPECIALLY DIRECT INVESTEMENT. THEY SHOULD RECOGNIZE
THE IMPORTANCE OF THE NECESSARY FLEXIBILITY ON

THE PART OF EXPERT CREDIT AGENCIES IN FROMPTLY
RESUMING GR INCREASING COVER FOR COUNTRIES THAT

ARE IMPLEMENTING CMPREHENSIVE ADJUSTEMENT PRCGRAMS.

6.8 SUMMIT COUNTRIES SHOULD RECOGNIZE THAT THE PROBLE-
MS CF SOME OF THE POOREST COUNTRIES GSRGG%*EE*
ﬂGﬂGﬂ&&&&Gﬁﬂ&s PRIMARILY IN SUB-SAHARAN AFRICA,

ARE OF A DIFFERENT CHARACTER AND NEED SPECIAL TREA-
TMENT. THESE COUNTRIES ARE CHARATERIZED BY SUCH

__ FEATURES AS ACUTE POVERTY, VERY LIMITED RESOUR-
CEgl\bNMANAGEEBLE DEBT BURDENS AND—HEANN-—RELTANCE
ON_—SINGEE-COMMODIT-IES . FURTHER, THE DEBT OF THESE

[ §



COUNTRIES IS OWED FOR THE MOST PART TO GOVERNMENTS
OF INDUSTRIALIZED COUNTRIES THEMSELVES OR TO
INTERNATIONAL FINANCIAL INSTITUTIONS.

NOTING THE VARIOUS PROFOSALS MADE IN DIFFERENT FO-
RA SUCH AS THE IMF, THE IBRD AND THE PARIS CLUB

TO DEAL WITH THE PROBLEMS OF SUCH COUNTRIES, SUHM-
MIT COUNTRIES SHOULD URGE A SPEEDY CONCLUSION OF
AGREEMENTS ON APPROPRIATE MEASURES. IN THIS CONNE-
CTION, THEY WELCOME THE AGREEMENT RECENTLY REACHED
IN THE FARIS CLUB ON LONGER REPAYMENT AND GRACE
PERIODS FOR SOME OF THOSE COUNTRIES THAT ARE UN-
DERTAKING ADJUSTMENT EFFORTS. i

III. OTHER ISSUES

1. TERRORISM (PROPOSED TEXT BY THE GROUP OF EXPERTS)

SUMMIT COUNTRIES SHOULD REAFFIRM THEIR CONDEMNA-
TION OF INTERNATIONAL TERRORISHM, IN ALL ITS FORMS,
OF ITS ACCOMPLICES AND OF THOSE, INCLUDING GOVERN-
MENTS, WHO SPONSOR OR SUPPORT IT: THEY ARE RESOLVED
TO FURTHER INTENSIFY THEIR JOINT EFFORTS TO COMBAT
INTERNATIONAL TERRORISM (FURTHER APPROPRIATE OPEN-
ING TO TAKE INTO CONSIDERATION THE PQLITICAL CIR-
CUMSTANCES OF THE MOMENT).

THEY SHOULD RECALL THAT IN THE TOKYO STATEMENT ON
INTERNATIONAL TERRORISM THEY AGREED TO MAKE THE
1973 BONN DECWLARATION MORE EFFECTIVE IN DEALING
WITH ALL FORMS OF TERRORISM AFFECTING CIVIL AVIA-
TION. TO THIS END, IN CASES WHERE A COUNTRY REFUS-
ES EXTRADITION OR PROSECUTION OF THOSE WHQO HAVE
COMMITTED OFFENCES DESCRIBED IN THE MONTREAL CON-
VENTION FOR THE SUPPRESSION OF UNLAWFUL ACTS AGAI-
NST THE SAFETY OF CIVIt AVIATION AND/OR DOES NOT
RETURN THE AIRCRAFT INVOLVED, THEY SHOULD BE JOIN-
TUY RESOLVED THAT -THEIR GOVERNMENTS SHALL TAKE IM-
MEDIATE ACTION TO CEASE ALL FLIGHTS TO THAT COUN-
TRY.

AT THE SAME TIME, THEIR GOVERNMENTS SHOULD INITIA-
TE ACTION TO HALT ALL INCOMING FLIGHTS FROM THAT
COUNTRY OR FROM ANY COUNTRY BY THE AIRLINES OF THE
COUNTRY CONCERNED.

THEY SHOULD INTEND AL'SO TO EXTEND THE BONN DECLA-
RATION IN DUE TIME TO COVER ANY FUTURE REVELANT
AMENDMENT TO THE ABOVE CONVENTION OR ANY OTHER
AVIATION CONVENTIONS RELATING TO THE EXTRADITION
OR FROSECUTION OF THE OFFENDERS.

THEY SHOULD URGE OTHER GOVERNMENTS TO JOIN IN

THIS COMMITMENT. '

»

2. ENVIRONMENT
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FURTHER TO THEIR PREVIOUS COMMITMENT TO PRESERVE
A HEALTHY ENVIRONMENT AND TO PASS IT ON TO FUTURE
GENERATIONS, SUMMIT COUNTRIES SHOULD WELCOME THE
REPORT BY THE ENVIRONMENT EXPERTS ON THE IMPROVE-
MENT AND HARMONIZATION OF TECHNIQUES AND PRACTICES
OF ENVIRONMENTAL MEASUREMENT. ACCORDINGL'Y, THEY
SHOULD ENCOURAGE THE UNITED NATIONS ENVIRONMENT
PROGRAM (UNEP) TO INSTITUTE A FORUM FOR INFORMATI-
ON EXCHANGE AND CONSULTATION IN COOPERATION WITH
THE INTERNATIONAL ORGANIZATION FOR STANDARDIZAT-
ION (ISO) AND THE INTERNATIONAL COUNCIL .0F SCIEN-
TIFIC UNION (ICSU), ASSISTED BY OTHER INTERNATIO-
NAL ORGAMIZATIONS AND INTERESTED COUNTRIES, SO THAT
CONTINUING PROGRESS IN THIS IMPORTANT FIELD CAN BE
INSURED.

THE PRIORITY ENVIRONMENTAL PROBLEMS IDENTIFIED BY
THE ENVIRONMENT EXPERTS IN THEIR REPORT SHOULD RE-
CEIVE FULL ATTENTION.

IN THE TUIGHT OF THE REPORT OF THE WORLD COMMISSION

FOR ENVIRONMENTAL‘DEVELOPMENT (WCED), SUMMIT CcoOuNn-
TRIES SHOULD CONTINUE THEIR ONGOING INTERNATIONAL
EFFORTS ON GLOBAL ISSUES, SUCH AS STRATOSPHERIC
OZONE DEPLETION, CLIMMTE CHANGE, ENDANGERED SPE-
CIES, HAZARDOUS SUBSTANCES, AIR AND WATER POLLUTI-
ON. THEY SHOULD ‘TAKE INTO ACCOUNT SPARING USE OF
RESOURCES IN LAND UTILIZATION, PARTICULARLY FOR A-
GRICULTURAL AND FORESTRY PURPOSES TO COMBAT SOIt

. EROSION AND DEGRADATION, DESTRUCTION OF TROFICAL
RAIN FOREST, DESERTIFICATION, NEW FCREST DAMAGES.
SUMMIT COUNTRIES SHOULD ALSO EXAMINE FURTHER POSSI-
BBEBLLLLE ENVIRONMENTAL ISSUES SUCH AS STRINGENT ENVIRON-
MENTAL STANDARDS AS AN INCENTIVE FOR INNOVATION AND
FOR THE DEVELOPMENT OF CLEAN, COAST-EFFECTIVE AND
LOW-RESOQOURCE TECHNOLOGY AS WELL AS PROMOTION OF
INTERNATIONAL TRADE IN LOW=-POLLUTING PRODUCTS, 1OwW-
POLLUTING INDUSTRIAL PLANTS AND OTHER ENVIRONMEN-
TAL' PROTECTION TECHNOLOGIES.

3. EDUCATION (TEXT BASED ON THE JAPANESE PROPOSAL)

SUMMIT COUNTRIES SHOULD WELCOME THE POSITIVE CON-
TRIBUTION MADE BY THE CONFERENCE OF HIGH LEVEL
EXPERTS ON THE FUTURE ROLE OF EDUCATION IN OQUR SO-
CIETY, HELD IN KYOTO IN JANUARY 1987.
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L. AIDS

ON THE BASIS OF THE CONCERN THEY HAVE ALREADY
SHOWN IN THE PAST FOR HEALTH PROBLEMS (LONDON
CHAIRMAN'S ORAL STATEMENT ON CANCER AND BONN CHAIR-
MAN'S ORAL STATEMENT ON DRUGS), SUMMIT COUNTRIES
SHOULD REAFFIRM THAT AIDS IS AN INTERNATIONAL PRO-
BLEM AND AT THE MOMENT ONE OF THE BIGGEST POTENN-
TIAL HEALTH PROBLEMS IN THE WORT.D.

(UK PROPOSAL) NATIONAL EFFORTS MAY NEED TO BE IN-
TENSIFIED AND MADE MORE EFFECTIVE BY INTERNATIONAL
COOPERATION AND CONCERTED CAMFAIGNS BASED ON SHA-
RED PRINCIPLES TO PREVENT AIDS FROM SPREADING
FURTHER.

IN THIS CONNECTION SUMMIT COUNTRIES SHOULD AGREE
THAT :

- INTERNATIONAL COOPERATION WILL' NOT BE IMPROVED

BY DUPLICATION OF EFFORT. PRIORITY WIlLL HAVE TO BE
GIVEN TO STRENGTHENING EXISTING ORGANIZATIONS BY

GIVING THEM FULL POLITICAL SUPPORT AND BY PROVID-
ING THEM WITH THE NECESSARY FINANCIAL, PERSONNEL
ADMINISTRATIVE RESOURCES. THE WORLD HEALTH ORGANI-
ZATION (W.H.0.) IS THE BEST FORUM FOR COORDINATING
INTERNATIONAL EFFORTS TO COMBAT AIDS AND ALL COUN-
TRIES SHOULD BE ENCOURAGED TO COOPERATE TO THE

FULL WITH THE W.H.O0. AND SUPPORT ITS SPECIAL PRO-
GRAM OF AIDS-RELATED ACTIVITIES)

= IN THE ABSENCE OF A VACCINE OR CURE, THE BEST HO-
PE FOR THE COMBAT AND PREVENTION OF AIDS RESST ON A
STRATEGY BASED ON EDUCATING THE PUBLIC ABOUT THE

. SERIOUSNESS OF THE AIDS EPIDEMIC, THE WAYS THE AIDS

VIRUS IS TRANSMITTED AND THE PRACTICAL STEPS EACH
PERSON.CAN TAKE TO AVOID ACQUIRING OR SPREADING IT.
APPROPRIATE OPPORTUNITIES SHOULD BE USED FOR EXCH-
ANGENG INFORMATION ABOUT NATIONAL EDUCATION CAM
PAIGNS AND OTHER DOMESTIC POLICY ISSUES.,

= THEY WIl{' PROMOTE FURTHER COOPERATION FOR BASIC
AND CLINICAL STUDIES ON PREVENTION, TREATEMENT

AND THE EXCHANGE OF INFORMATION. THEY WELCOME AND
SUPPORT JOINT ACTION BY RESEARCHERS IN THE SUMMIT
COUNTRIES (ASIN THE CASE OF THE FRENCH-AMERICAN
PROGRAM , WHICH HAS TO BE FURTHER ENLARGED) AND
ALL OVER THE WORLD FOR THE CURE OF THE DISEASE,
CLINICAL' TESTING ON COMPONENTS OF THE VIRUS, AND
THE DEVELOPMENT OF A SUCCESSFUL VACCINE.

S. BIOETHICS

SUMMIT COUNTRIES SHOULD CONTINUE TO TAKE INTO
ACCOUNT IN THE FUTURE THE EXAMINATION OF THE ETHI-
CAL IMPLICATIONS CONNECTED TO BIOTECHNOLOGIES.
FOLULOWING THE CONFERENCES HELD IN JAPAN (1984),
FRANCE (1985), FRG (1986) AND CANADA (1987), SUMMIT
COUNTRIES TAKE NOTE THAT THE ITALIAN GOVERNMENT
WILL HOST IN ITALY THE NEXT BIOETHICS CONFERENCE

IN APRIL, 1988.

BEST REGARDS, RENATO

RS e ST e e e ol A
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10 DOWNING STREET
LONDON SW1A 2AA

From the Private Secretary 11 May 1987

I enclose a letter from the Prime Minister
to Signor Fanfani, explaining that it will
not after all be possible for her to see him
in London on 22 May. I should be grateful
if you would telegraph the text to Rome for
delivery tomorrow 12 May.

As you will see, the letter says that
the Prime Minister will send her views on
the Venice Economic Summit in a message. I
should be grateful if Sir Robert Armstrong,
to whom I am copying this letter and enclosure,
would submit a draft cleared with other department
in due course.

(Charles Powell)

A.C. Galsworthy, Esqg., C.M.G.,
Foreign and Commonwealth Office.
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10 DOWNING STREET
LONDON SWIA 2AA

THE PRIME MINISTER 11 May 1987

Lo, /;:2\ufw{¢ J‘C;

I was very much looking forward to seeing you here in
London on Friday 22 May to discuss the Summit and other
issues. However, as you will have heard, we are now to have
a General Election here on 11 June. I am afraid that the
very limited time which this leaves available for the
election campaign means that I shall have to do a great deal
of travelling outside London. I shall not, therefore, be
able to maintain our proposed meeting. Nor do I see any
likely prospect of being able to find another day convenient
to both of us. I do apologise most profoundly for the
inconvenience which this may cause you. I hope that I can

count on your understanding as an old colleague and friend.

I shall be letting you have my views about the Summit
and other issues in a message, in good time before the
meeting takes place. I would, of course, still hope to be
there for part of the time. I shall ask our Ambassador to

let you have precise details of my plans in due course.

With best wishes,

—

His Excellency Signor Amintore Fanfani e

PERSONAL
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DEPARTMENT OF TRADE AND INDUSTRY
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Secretary of State for Trade and Industry

|| May 1987
Charles Powell Esq T A
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Thank you for your letter of 30 April, enclosing a copy of one
which the Prime Minister had received from Mr Nakasone.

You asked whether a reply is appropriate. It would be courteous to
acknowledge the information which Mr Nakasone has provided about
Japan's proposed "comprehensive economic measures". Moreover in
the light of recent comments in the House about Mr Nakasone's
failure to reply promptly to the Prime Minister's letter on Cable &
Wireless, it would be inadvisable to leave this letter unanswered.

We are already familiar with the substance of the enclosure to
Mr Nakasone's letter and a summary of it was included in the
briefing which we provided for the Prime Minister's meeting with
Mr Tamura last week.

The key elements of the proposal, which represents a further
commitment to implementing the Maekawa reforms, are the large scale
supplementary budget of around $35 billion to stimulate domestic
demand; the increase in overseas aid and recycling of developing
countries' debt; and the creation of a special fund of around

$1 billion for Government procurement from overseas sources.

DW4CEK
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The Prime Minister can give the proposals a cautious welcome, with
the proviso that we reserve our judgement until we see them in
operation. The letter also gives an opportunity to mention that
further market opening is important, in addition to the longer term
structural reforms. The attached draft therefore refers in passing
to Cable & Wireless, financial services and whisky.

I am copying this, like yours, to Alex Allan (HM Treasury), Tony
Galsworthy (FCO) and Trevor Woolley (Cabinet Office).

\)OW'«B’
PAUL STEEPLES
Private Secretary

DW4CEK



DRAFT REPLY FOR THE PRIME MINISTER TO SEND TO:

His Excellency Mr Yasuhiro Nakasone
Prime Minister of Japan

Thank you for your recent letter, which I received on
30 April, about the measures which Japan proposes to take to
ease the current international trade problems.

As I was able to tell Mr Tamura when I saw him last week, I
very much welcome the LDP proposals for emergency economic
measures and the further commitment to implementation of the
Maekawa proposals for structural reforms. I believe that
such long term reform is the real solution to the current
trade imbalances. I therefore look forward to early
implementation of these proposals by the Japanese Government,
so that we can begin to see results, in terms of increased
imports, as soon as possible.

I know that you are personally committed to increased
internationalisation of the Japanese economy and to removing
the sources of trade friction with your trading partners and
I have been following reports of your visit to the US with
interest. My Government shares your concern at the prospect
of growing protectionism both in the US and elsewhere. But I
believe that such pressures could be considerably reduced if
we were to see significant and early measures to open up the
Japanese market. You are well aware of our concerns in this
regard on telecommunications, financial services and whisky,

as welles a number of other issues.

I look forward to discussing these issues further with you

when we meet in Venice next month.

DW4CEP
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MR ALEX ALLAN VN '
///// ; P c.c. Mr Huw Evans
e/'> Mr Mountfield

VENICE SUMMIT: DRAFT THEMATIC PAPER

The Chancellor might like to look through the attached latest
draft of the 'Thematic Paper' being prepared as the basic paper
for the Venice Summit. It will be reconsidered at the final
preparatory meeting which I am attending on Saturday, 16 May

(I shall be leaving the office for this at noon on Friday).

2. I do not expect huge changes to be made now, but there is
scope for improvement. Reflecting UK interests, perhaps I could
draw attention particularly to four points:

- it has been pretty well decided that we should not have
passages in the communique on individual countries; and
so there is no material for them in this paper (this was
the Prime Minister's strong preference);

- but the macro-economic section does contain references,
especially para 4.2, to the need for surplus countries
"to strengthen domestic demand and open their markets" -
qguite clearly addressed to Japan;

- the missing passage, paras 5.6 - 5.12, covers more trade
and particularly agriculture; it will be built on what
comes out of the OECD meeting this week (on which I shall

report later);



CONFIDENTIAL

- the passage on developing countries and debt needs some
’ improvement, to get the Chancellor's initiative endorsed
and to remove the French pressure for commodity price
stabilisation - we have allies, and I think will get a

better text: Mr Mountfield and Mr Evans are working on
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13 May 1987
SIR G LITTLER . cc Mr H P Evans

Mr Mountfield

VENICE SUMMIT: DRAFT THEMATIC PAPER

The Chancellor was grateful for your minute of 11 May. He very
much agrees with your comment that the passage on developing

countries and debt needs some improvement.

Fa He had the following specific comments: -

(1)

(ii)

(iii)

(iv)

(v)

(vi)

e

in paragraph 4.1, he felt that "the key" in the second
line should be "a key";

in paragraph 4.3, he felt that to say that "budgetary
discipline remains a valid medium-term objective" was

much too weak:

in paragraph 6.1. he felt that we should delete the
indent on "encouraging the banks and financial markets to
play their role, sharing the burden equitably". The

recommendations should be confined to what governments

must do. He also agreed with your amendment to delete

the end of the last sentence on "monoproducers";

in paragraph 6.2, he felt that "increased commercial @an&_
landing (sic) in support of debtor reforms" should be
replaced by "a responsible approach by the commercial

banks";

in paragraph 6.5, he felt that the first three 1lines
should be deleted;

in paragraph 6.8, he agreed with your amendment to delete
"especially monoproducers". He also felt that "heavy
reliance on single commodities" should be deleted.

e

A C S ALLAN



REC. 12 MAY 1987

10 DOWNING STREET
LONDON SWIA 2AA

THE PRIME MINISTER
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Thank you for your recent letter, which I received on
30 April, about the measures which Japan proposes to take

ease the current international trade problems.

As I was able to tell Mr. Tamura when I saw him last
week, I welcome the LDP proposalé for emergency economic
measures and the further commitment to implementation of t
Maekawa proposals for structufal reforms. I believe that
such long term reform is the real solution to the current
trade imbalances. I therefore look forward to early
implementation of these proposals by the Japanese Governme

so that we can begin to see results, in terms of increased

imports, as soon as possible.

I know that you are personally committed to increased
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internationalisation of the Japanese economy and to removing

the sources of trade friction with your trading partners and

I have been following reports of your visit to the US with
interest. I share your concern at the prospect of growing
protectionism both in the US and elsewhere. But I believe

that such pressures could be considerably reduced if we were

to see significant and early measures to open up the

Japanese market. You are well aware of our concerns in this

regard on telecommunications, financial services and whisky,

as well as a number of other issues.



I look forward to discussing these issues further with

you when we meet in Venice next month.

U AN

s
aJM NS

-

His Excellency Mr. Yasuhiro Nakasone



U.5. OFFICIAL FLAYS DOWN NEW SUMMIT ECONOMIC FACTS NRJZ
 MILAN, MAY 18 ~ THE GROUF OF SEVEN MAJOR INDUSTRIAL NATIONS
I8 NOT LIKEY TO REACH SWEEFING NEW INTERNATIONAL ECONOMIC
ACCORDS AT THE VENICE SUMMIT NEXT MONTH, STEFHEN DANZANSKY,
SENIOR DIRECTOR, INTERNATIONAL ECONOMIC AFFAIRS FOR THE U.S5.
NATIQNALNSEC¥R%$Y gOUNCIb, TOLD F(EUTE;‘RSi : ANZANBY 5
vr oM SN AVTRRYESE, FREEOHANG BURERTEESINCIIheN, EEMZAUEKK gp-"-
COMFLETING OUR FAST COMMITMENTS IN AREAS SUCH AS ECONOMIC
COORODINATION AND AGRICULTURE.”
DANZANSKY FARTICIFATED IN LAST WEEKENDS FREFARATORY MEETING
NEAR VENICE FOR THE JUNE 8-10 SUMMIT.
18~MAY~1323 MONG22 MONK
CONTINUEDR ON ~ NRKA
Fl
REUTER MONITOR 1621

U.8. OFFICIAL =2 MILAN NRKA

DANZANSKY ‘S COMMENTS ECHOED THOSE MADE IN FARIS LAST WEEK RY
U.5. TREASURY SECRETARY JAMES BAKER, WHO FLAYED DOWN
Eﬁ§§%§ATIONS OF NEW INTERNATIONAL ECONOMIC ACCORDS AT THE VENICE
o .

»ON THE (THIRD WORLID DERT ISSUE, MOST ARE IN AGREEMENT,
THERES NO GREAT DEAL OF DISCORL,” THE OFFICIAL SAID. HE DID NOT
ELARORATE . :

AS REFORTED, DIPLOMATIC SOURCES SALD THIS WEEKENDS SUMMIT
FREFARATORY SESSION MADE SOME FROGRESS IN RECONCILING DIVERGENT
VIEWFOINTS ON DISARMAMENT, EAST-WEST RELATIONS AND SOME ECONOMIC
ISSUES.
18-MAY~1323 MONG23 MONE
CONTINUED FROM - NRJZ REUTER<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>