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28 August 1980

As you asked, I attach a copy of the record
of the two economic sessions of the Venice Economic
Summit. As I said to you this morning, I should
be glad if you could treat these on a personal
basis.

N J SANDERS

John Meadway, Esq.,
Department of Trade.
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Foreign and Commonwealth Office

London SWIA 2AH
1 July 1980
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Message to the Prime Minister from the Acting Japanese Prime Minister

Your Duty Clerk sent us the enclosed message to the Prime
Minister from Mr Ito, delivered by hand to the British Delegation
during the Venice Summit meeting.

There are no substantive points we would wish to get across
in reply to this message, the content of which has been subsumed
in the proceedings of the Summit. The Prime Minister has sent
two personal messages to Mr Ito since the death of Mr Ohira and
three Japanese Ministers were present at Venice; since Venice
she has received a message from Mr Ito (your letter of today's
date) inter alia thanking her for her kind attitude to Japan's
representatives at the Summit.

We therefore see no need for the Prime Minister to send a
formal reply. The department have however informed the
Japanese Embassy of the message and have asked them to pass on
Mrs Thatcher's appreciation.

DMJ e

Rohres e

(R M J Lyne)
Private Secretar

M 0'D B Alexander Esq
10 Downing Street
London SW1










10 DOWNING STREET

From the Private Secretary 27 June 1980

VENICE ECONOMIC SUMMIT

I forwarded to you yesterday the record
of the political discussion in Venice. I
now enclose the records of the two discussions
of economic issues. I also enclose a record
of the discussion between Energy and Finance
Ministers on 22 June.

I am sending copies of this letter, and
its enclosures, to John Wiggins (HM Treasury),
Julian West (Department of Energy), Stuart
Hampson (Department of Trade) and David
Wright (Cabinet Office).

M. O'D. B. ALEXANDER

G.G.H. Walden, Esq.,
Foreign and Commonwealth Office.




10 DOWNING STREET

From the Private Secretary 26 June, 1980.

Venice Summit

It now looks as if the complete records of
the Venice Summit will not be ready until, at
the earliest, tomorrow. You may therefore
like to have the enclosed copy of the record
of the political discussion. I will let you
have a complete set of records as soon as
possible.

G.G.H. Walden, Esq.,
Foreign and Commonwealth Office.




Cabinet / Cabinet Committee Document

The following document, which was enclosed on this file, has been
removed and destroyed. Such documents are the responsibility of the
Cabinet Office. When released they are available in the appropriate
CAB (CABINET OFFICE) CLASSES.

Reference:

0c(86) 25T Concbusions, Minute 2 (exhach)

26 Juae (250

Signed m)j‘f/ﬂ (ans Date __ (& Fﬁ Zﬂvy 2000

PREM Records Team
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\.' far apart, why the Canadians did not feel able to continue.’

| SUBTect (hel ot OO a0 TIAY Exrracr Flom MEETG noTE

rovnie & \Assii o av ik Pon | METROREAS - 25 6- 8o
Londeon 9 uee Trudeay | APL (980 Ceer OO
It was agreed that, in principle, both sides would look for ways

to re-open the talks as soon as possible. o

Venice Summit - 5

The Prime Minister asked Mr. Trudéau for his impressions.

Mr. Trudeau said he was pleé%ed and a 'bit surprised by the
leaders' willingness to discuss political issues. Economic talks
were important and had in the past helped to limit disarray among
the participants in tackling economic problems. Perhaps the ;
political talks would have the same result. Although each country
had different answers to questions such as the Olympics, at least
airing the difficulties avoided the differences becoming unmanageable.
No-one had considered the break-up of the alliance. Discussion
of the post-Afghanistan situation made it less likely that
divergent solutions to the problem would be adopted. His general
impression was good. Was the Prime Minister more pessimistic?

The Prime Minister said that she and Herr Schmidt had been keen
to have the political discussion. For the first time since the
Forties a totally independent country had been invaded by Russia.
Western strategy post-Afghanistan had been strengthened at Venice.
The pressure needed to be kept up on the non-aligned countries.

This had been agreed.

But the Heads of Government had not got down to as much
detail as she would have liked. What could be done if, for
example, Pakistan or Turkey or Saudi Arabia fell apart? The world
was full of trouble spots. There were two world ideologies and
the free world should be putting its case much more strongly.

It was clear that the detailed planning and discussion of how to
manage world crises could not be carried out in the atmosphere

of a Venice Summit, when the leaders were hounded all the time by
Jjournalists etc. She was disappointed that the ' had not been able
to get to grips with details, but perhaps in the circumstances not
much more could have been done. There was always the danger of
leaks and misinformation.

/Mr. Trudeau
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Mr. Trudeau said he fully agreed and suggested that in future
the seven Heads of Government might be better served if there were
no Communique but only a statement from the Chair endorsed by

the other participants. The Prime Minister said that next time
she would prefer not to have a Communique previously prepared

by Personal Representatives. She énﬂ the other Heads of Government

had been imprisoned by theé draft Communigue. On her return to

this country she had been pilloried %4 an issue (the doubling of

coal production by 1990) which, although in the Communique, had
g

never been mentioned by the Heads of Government. by

Mr. Trudeau said he agreed with all the Prime Minister's
views. In the event that he chaired the next meeting he would be
seeking to change the approach adopted at the summit and to find
different ways of preparing the ground. He thought that more
bilaterals were needed. Perhaps he or his Personal Representative
could meet with each of the other participants in advance. The
aim would be to establish what economic and political subjects
seemed ripe for discussion. If a limited number of topics - say
four or five - could be identified; a consensus achieved on what
sort of 6htcome could be expected e.g. whether action was envisaged
or not; and a timetable established in advance, then a fruitful
discussion should be possible. Everyone in Venice had seemed willing
to envisage improved procedures. The Prime Minister expressed
some scepticism about what would be achieved but agreed that the
effort should be made. The best discuss.ons were those which were
limited to the seven Heads of Government. Public cover for
presentation would be needed to ensure that details of the real
talks did not leak. Mr. Trudeau said that next year might be
easier as by that time the various impending national elections
would have been got out of the way.

The Prime Minister said that it was important for people to
realise crises EEEAP§§9"§9AY§9<E“T§EF the past six months. Cautious
optimism, as Mr. Trudeau had saiaiin‘;enice, was the right note to
strike. The problems of the Communist World were far worse than was
generally recognised. Mr. Trudeau commented on the close partnership
between Chancellor Schmidt and President Giscard that had been in
evidence in Venice. For obvious historical reasons this was in general
to be welcomed. But it was important that it should not become too

/strong,




strong, e.g. after the forthcoming elections. The other
participants would not welcome being sidelined. Agreeing,

the Prime Minister commented on the helpful stance being adopted
at present by the Japanese Government. She wondered whether the
time was approaching when the question of an increase in Japanese

defence spending might be broached.

As the meeting was ending Mr. Trudeau remarked that he had
been very glad to note in Venice the importance which the Prime
Minister obviously attached to the question of relations with the

developing countries.

The discussion ended at 12.50.

25 June 1980




ECONOMIC SUMMIT - VENICE 22/23 JUNE 1980

List of Gifts

Four large coloured glass plates —
Signor Francesco Cossiga =

One book - Société Europenne de
Culture, "Comprendre', Revue bl

Thoualed M C.\._

Politique de la Culture.

25 Juur 1980




(hes

® cconomre smar + 32 ADVANCE COPIES

PS PS/I[TO 10 DOWNING STREET S
T5/1PS :

5 : PS/CHANCELIOR OF
P5/MR HURD
PS/MR RIDLEY, : ool ZXCHEQUER ) np A StRY,
PS/MR MARTEN . : HRCOUEING,
MR TURNBULL

LORD BRIDGES : SIRIR ARMSTRONG

MR HANNAY CABINET OFFICE

MR EVANS . = MR W M KNIGHTON

1ISS BROWN MR B BESTON bor
MR HAYES Y :

o (23 . MR MACMAHON BANK OF ENGLAND
HD/ECD (2 MR BUIST  ODA £
ED/ES & 8D (2) MR TUCAS
B : R Ginter)
HD/FED

HD/NEWS D - o

UNCLASSIFIED

Fit ROME 1511457 JUN

TC PRIORITY FCO
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JHFO SAVING OTHER EC POSTS, WASHINGTON, CTTAWA AND TOKYQ

DEPT OF ENERGY -

VENICE ECONOMIC SUMMITa ITALIAN PRESS COMMENT

1. COMMENT IN THE ITALIAN MEDIA HAS SO FAR FOCUSSED MAINLY

Cli THE POLITICAL ASPECTS. THE MAIN THEME 18 THAT WESTERN

CCHESION HAS EMERGED STRENGTHENED., PROMINENCE IS GIVEN TO COSSIGA'S
REMARK 1N HIS FINAL PRESS CCNFERENCE THAT THE MESSAGE FROM THE
SUMMIT WAS OME OF 2PUNITY, SOLIDARITY AND COLLABORATICN"7

THE LEFT=WING PRESS, WOMEVER, PLAYS UP PURPORTED DISAGREEMENTS
EETWEEN CARTER AND THE EUROPEAN LEADERS, E.G. OVER THE RESPONSE

TO THE SOVIET TROOP WITHDRAWALS FROM:AFGHANISTAN.

2. THE CORRIERE D:LLA SERA (CENTRE) REFLECTS THE GENERAL TONE

I SAYING THAT THE EAST/WEST DIALOGUE APPEARS TO HAVE BEEN
RELAUNGHED. CARTER ACHIEVED HIS MAIN QBJECTIVE OF RESTORING
WESTZRN UNITY. HIS MEETING WITH SCHMIDT CLEARED UP DOULTS ABOUT
THE FORTHCOMING SCHMIDT VISIT TO MOSCOW. THE SOVIET ANNCUNCEMENT
OF LIMITED TROOP VITHDRAWALS HAD THE EFFECT, CONTRARY TO SCVIET
EXPECTATIONS, OF CAUSIHG WESTERN LEADERS TO PUT THEIR DISAGREMENTS
TO ONE SIDE (THE THE CORRIERE®S PARIS CORRESPONDERT COMMENTS THAT
GISCARD TOOK A MORE POSITIVE VIEW OF THE ANNOUMCEMENT THAN THE
CTHERS) W




GTHERS)

3. OTHER PAPERS, EG LA STAMPA (FIAT-OYNED) AND IL TEMPO .
CENTRE RIGHT), AREC MORE CAUTIQUS ABOUT WHETHER INCREASED

WESTERN GOMESICON WILL LAST BEYCND SCHMIDT?S VISIT TO MOSCOW,

LA STAMPA COMMENTS THAT THERE WERE REALLY OHLY THREE PROTAGONISTS
4T THE MEETING — CARTER, SCHMIDT AND GISCARD. A FOURTH,

PIGILENT AND OMNIPRESENT LIKE THE STATUE IN TOH GICVANMI??, .
WAS BREZHMEY, WITH WIS ASTUTELY TINED OFFER QF TROCF WITHDRAWALS,
DESPITE THE DEGLARATION Ol AFGHANISTAN, THE SUMMIT DID NGT

SEALLY SUCCEED, ACCORDING TO LA STAMPA, IN RESOLVING THE QUESTION
OF DIFFERENT ATTIVUDES TOWARDS DETENTE AMONG WESTERN LEADERS.

4, THE LEFT-WING PRESS ALSO GONCENTRATES OF THE PCLITICAL ASPECTS
GF THE SUMMIT: LPUNITA (PCI) EXPLICITLY SAYS THAT ECONGHIC
PROBLEMS TOOK SECOND PLACE., THE FINAL QUTCOME ON AFGHANISTAN IS
SEEN AS A MASK FOR REAL DISACREEMEMT BETWEEN CARTER AND THE
SURCPEANS, THE LACK OF ANY REFERENCE TO THE MIDBLE EAST 1S
{NTERPRETED AS AN ADMISSION THAT THE SEVEN LEANERS COULD NOT

HAVE AGREED ON A FORMULA, THERE IS A RATHER HALF—HEARTED ATTENPT

TO DEMONSTRATE A ROW BETWEEN CARTER AND SCHMiDT ON MISSILES.

5. THE ECONGMIC DECISIONS ARE REPORTED WITH RELATIVELY

LITTLE COMMENT, THERE 1S SOME GRITICISM OF THE AMERICANS FOR
SEEKING TO IMPOSE A MEW EHERGY PLAN WHICH ICNORES THE PRESENT
[MEALANCE N ENERGY CONSUMPTION BETWEEN THE INDUSTRIAL ISER
COUNTRIES THEMSELVES, THE NEED FOR EISCAL: AND MONETARY

RESTRICT JONS TO COMEAT INFLATIGN |S EMPHABISED: CORRIERE DELLA
SERA QUOTES MRS THATCHER AS SAYING THAT TLEY PIUAVE NOT BEEN
APPLIED LONG OR VIGOROUSLY ENGUGH TO YIELD THE DESIRED RESULTS?!?,
THERE 15 A QUIBELE 1N LYUNITA OF 25 JUNE PBOUT THE EXTRAVAGANT
COST OF THE SUMNMIT, GIVEN THAT 1T IS SUPPDSED TO HERALD A

PERIOD OF AUSTERITY.

O LIMITING Ofl GONSUSPTION, ACCEPTANCE OF THE OVERALL STRATEGY
15 BALANCED BY AN AWARENESS OF THE PARTJCULAR PROELEMS FACING
\TALY. SOME PARERS SPEAK OF BRITISH AND AMEQICAN RELUCTANCE TO
INVOLVE THE USSR IN DEVISING AN ECOMOMIC STRATEGY FOR THE THIRD
VOSLD: REPUZDLICA (LEFT-OF~CENTRE) QUCTES 1RS THATCHER AS SAYING
THAT THIS COULD BRING A REDISTRIBUTION OF POLITICAL AS WELL AS
CCONOMIC POVER. '

FGO PLEASE PASS SAVING ADDRESSEES.

ARCULUS
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INFO WASAINGTON, PARIS, ROVE, OTTA¥A, TOXYO, MOSCOW

INFO SAVING OTHEER EC POSTS, =MG EERLIN

VENICE ECONOMIC SUMMIT: GERWAN PRESS REACTIONS

1. GERWAN PRESS COVERAGE HAS SEZN PROMIUENT AND EXTENSIVE.

THE MAIN THEMZ ON 22 JUNE WAS THE RECONCILIATION BETWEEN CARTER AWND
SCHMIDT.  THIS WAS SEEN AS X0 LE3S WELCOME FOR DE NS PREDICTABLE
3UT DOUBTS WERE EXPRESSED 175 CURABILITY.  THE FRANKFURTER
ALLGEME INE ZEITUNG, FOR EXAMPLE, COMMENTED THAT ONLY VERY YOUNG
CHILDAEN WOULD BELIEVE BOMN’S ASSERTIONS THAT ALL WAS NOW WELL N
US/SERMAN RELATIONS.

2. THE GERMAM PRESS T‘“ ‘LECTING OFFICIAL =n|5r[ua, SEES THE
SUMMIT &S A WHOLE A3 ACCCRDING
TO THE TOVERNMENT 5¢ ) suxf|7 pqnvlLEu Wit %I TH GUOTE FULL
BACKING UNQUOTE FUR SOME PAPERS POINT OUT
THAT SCHAILT NEITHER AN EXPRESS VANDATE FOR

THE TRI2, : (CAN A1} SCEPTICAL ABCUT ITS TIMl
AMD POSS|3LE s i1 SITUNG BELIEVES THAT THE
AMER |CANS HAVE H 3 S LATITUDE IN ¥ COw AND SZMAIN
SUSPICICUS ©F . EUT CARTES'5 ACCEPTANCE OF
SCHAIDT*S ASSURA i
WIDELY MOTED, AS IS THE Gu TERSTANDING UNQUOTE CARTER [S SAID
TO HA 10w FOR T ] COMMUNITY DECLARATION ON THE KIDDLE
EAST. THE PRESS ARGUES THAT THIS, COUFLED wiThH THE ERCAD AGRES—
VENT AT THE SUMMIT 04 AFGHANISTAM (T: 1S THAT SCHHIDT CAN
NOW SPEAK VITH MORE A CE IN HOSCO% LT COMMENTS THAT THE
WEST HAS SHOwN ITSELF MORE UNIFIED THAN MOSCOW THOUSHT, AMD QUOTES
ONE OF SCHMIDT’S ABVISERS AS SATING THAT THE MOSCCW TRIF IS KNOW
QUOTE OUT OF THE DANGER ZCNE UNQUOTE.

3. ECONONMIC THEMES SET LESS ATTENTIOH, THOUGH THE ECONCHIC
CONCLUS|ONS OF THE SUMMIT ARE ALL SEEN AS SENSIBLE.  FRANKFURTER
RUNDSCHAU, FOP EXAMALE, 3EES GERMAN HAND-WRITING IN THE ENSRGY
SECTION OF THE DECLARATION.  GERMAN COMMENTATORS HAVE NOT YET
FOCUSSED ON THE TASK FOR THE FRG TOO IN MEETING ENERGY TARSETS.

4,  UNDERLYING THIS EOADLY POSITIVE ASSESSMENT IS A CLEAR KCTE OF
SCEPTICISM, PARTLY AZCUT THE DEGREE TO WHICH US DOUETS ABOUT

GERMAN [NTENTIONS HAVE BEEN REWOVED AND FARTLY ABOUT THE WILL CR
ASILITY OF OTHER PARTICIPANTS (ESPECIALL? THE US) TO LIVE upP TO
THEIR UNDERTAKINGS.  THIS I3 EXEMPLIFIZE EY BELL, GENERAL ANZEIGER'S
AUTHOR I TATIVE COCMENTATOR, WHO ARGUES THAT TrE VEXICE DECLARATION
WILL NOT BE EHOUGH TO SATISFY THE AMERICAN PUBLIC, wMICH EASICALLY
CRAVES EVIDENCE OF U STRENGTH AND SUPERIORITY: ONLY THE US HAS

|THE

i
|




THE MEANS TO MAKE GOOD THE DEFICIENCIES OF THE LAST DECADE: EONN
EXPECTS A SEVERE CRISIS I¥ THE ALLIANCE IF THE US SEKATE DOES NOT
RATIFY SALT (1, THE LYNCH PIN OF THe WEST'S ARHS CONTROL FOLICTY.
THIS «OULD CALL |HTO QUESTIGN NOT THE ALLIES’ LOYALTY BUT THEIR
CCNFIDENCE IN US ABILITY TO LEAL. A NEW ARMS RACE IS THE MOST
SER10US DANGER] TO WORLD PEACE, WHICH IS WHY A QUOTE EALANCED UN-
QUOTE REACTION TO AFGHANISTAN WAS NECESSARY.

FCO PASS SAVING TO DUBLIN, LUXEMEOURE, COPENHAGEN, THE HAGUE,
UXREP BRUSSELS AND LRUSSELS
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INFO ROUTINE BONN BRUSSELS COPENHAGEN DUELIN ROME LUXEMBOURE
THE HAGUE UKREP BRUSSELS WASHINGTON OTTAWA AND TOKYO

VENICE ECONOMIC SUMMIT: FRENCH MEDIA REACTIONS

1. FRENCH PRESS COMMENT ON THE VENICE ECONOMIC SUMMIT HAS
BEEN DOMINATED BY THREE THEMES: BREZHNEV'S MESSAGE TO PRES-—
I DENT GI SCARD ABQUT SOVIET TROOP WITHDRAWALS FROM AFGHANISTAN,
AND THE FRANCO /SOVIET RELATIONSHIP: THE EMPHASIS |N THE ETON-

OMIC PART OF THE SUMMIT ON REDUCING DEPENDENCE ON OlL# AND THE
=y = —_—

FOLE PLAYED BY THE GI SCARD/SCHMIDT TANDEM.

2. ON AFGHANISTAN AND THE BREZHNEY MESSAGE, YESTERDAY’S PRESS
WAS CAUTIOUS ABOUT THE IMPLICATIONS FOR WESTERN COHESION OF
THE SINGLING OUT OF FRANCE FOR SPECIAL TREATMENT BY THE SOVIET
@VERNMENT. TODAY'S PAPERS PLAY DOWN THE ’’MESSENGER BOY’’
ASPECT OF THE AFFAIR AND EMPHASISE GISCARD’S SKILL IN GETTING
THE BEST OF BOTH WORLDS 3Y MAINTAIKING THE POSSIBILLTY OF
CONTINUING CONTACT WITH THE EAST, WHILE DENONSTRATING SOLID-
ARITY WITH WESTERN PARTNERS. GISCARD’S STATUS AS ’’PRIVIL-
EGED INTERLOCUTOR’’ IS BACKED UP BY THE QUOTATION OF HIS OWN
REMARKT  7’MY TALKS WITH BREZHNEV OPENED THE PATH TO THIS
FIRST WiTHDRAWAL’’, THE TELEVISION, VERY OPEN TO GOVERNHENT
BRIEFING [N FRANCE, WAS EVEN MORE OBVIOUS. IT LINKED POSSIELE
SOVIET CONCESSIONS OVER AFGHANISTAN DIRECTLY TO GI SCAREIAN
DIPLOMACY. VIRTUALLY ALL NEWSPAPERS, THE RADIO AND TELEVISION
CONCLUDE THAT GI SCARD HAS SCORED A SUCCESS BY THE SKILL WITH
WHI CH HE HAS CAPTURED THE LIMEL|GHT.

3. ATTENTION ON THE ECONOMIC CONTENT OF THE SUMMIT FOCUSES
ON THE RESOLVE TO REIUCE DEPENDENCE ON OIL. PAPERS STRESS
WESTERN 7| RANESS ON THI'S | SSUE, AND LE MATIN (SOCIALIST)
CLAIMS THAT THE SEVEN HAVE ’’NEVER SHOWN SUCH ANXIETY OVER
THE ENERGY CRISIS’’. THE !’FRENCH |DEA’’ OF A NORTH/SOUTH
CONFERENCE RECE!VES BRIEF TREATMENT IN MOST PAPERS.

RESTRICTED /4. MOST




4. MOST PAPERS BRING OUT THE I|MPORTANCE OF BILATERAL CONTACTS
DURING THE SUMMIT, AND THE ROLE PLAYED BY SCHMIDT AND Gl SCARD,
ESPEGI ALY IN THEIR MEETINGS WITH PRESI DENT CARTER. |F THE
SUMMIT**CONCEALS NUMEROUS DI VERGENCES®* (LE MATIN) 1T WAS IN
CARTER’S BILATERALS WITH GI SCARD AND SCHMIDT THAT THESZ WERE
MOST VI DENT.

5. THE GENERAL JUDGEMENT IS (YN THE WORDS OF LE FiGAm, CON=—
SERVAT) VE) THAT THE SUMMIT WAS ’'A MODEST ACHI EVEMENT’* BUT
WILL ?’HAVE MORE CHANCE OF SUCCEEDING’* THAN TOKYO.

HI BBERT

 ADDITTONAT DIST
ECONCMIC SUMMIT
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Published Papers

The following published paper(s) enclosed on this file have been
removed and destroyed. Copies may be found elsewhere in The
National Archives.

House of Commas Hausard ,
Q{(. Jum (QA’O', CO(UMAJ Q@l = 253
“Veniee Summit Mecting”

Signed (Zﬁ?é)@@& Date /& Feémaf/»‘ 2 oo

PREM Records Team




STATEMENT

With permission, Mr Speaker, I will make a statement about ithe
Lconomic Summit meeting in Venice on 22 and 23 June at which I was
accompanied by my Noble Friend, the Foreign Secretary and my rt hon.
Friends, the Chancellor of the Exchequer and the Secretary of State

for Energy.

This was the first Summit meeting since the Soviet occupation of
Afghanistan and the first to have a detailed and formal discussion
of international political problems. The unanimity and sense of
cormon purpose that informed this discussion is reflected in our public
statements. We confirmed tha't the Soviet occupag}on of an independent
Sovereign nation is and will remain unacceptable. We called for the
complete withdrawal of Soviet troops and for the Afghan people to be
left free to decide their own future. We were not deflected by the
Soviet Government's carefully timed announcement of the withdrawal of
cerbuin units from Afghanistan. We made clear that the withdrawal, if
confirmed, must be irreversible and must continue until no Soviet forces
remain in Afghanistan. We reaffirmed our opposition to the attendance
of our athletes at the Olympic Games.

In addition to this declaration on Afghanistan, we also agreed
statements about refugees, the taking of diplomatic hostages and
hijacking.

- The main purpose of these Summit meetings, however, is still to
review the world economic situation. Here, our discussions were
dominated by the problem of oil prices. These have virtually doubled
since our last meeting in Tokyo a year ago. The increases in the price

of 0il have had|and will continue to hav% profoundly damaging effects

upon the world economy. They have led to even higher inflation, to the
imminent threat of severe recession and to increased unemployment in
the industrialised countries.




©

We agreed at Venice that our top economic priority must remain
the reduction of inflation and that determined fiscal and monetary
restraint is therefore required. We agreed that if we were to
improve productivity and to provide new job opportunities, re-
sources must be shifted from Government spending to the private
sector and from consumption to investmént. We agreed that measures
of this kind might be economically and politically difficult in the
short term but that they were essential to sustained non-inflationary
growth and to increased employment which are our major goals.

These conclusions are entirely in line with the policies which the
Government are pursuing in this country.

We accepted the need to break, over the ne&t ten years, the
link which has been apparent in some countries between economic
growth and o0il consumption. With this aim in mind, we agreed upon
a series of measures to reduce consumption of oil, to use it more
efficiently and to develop alternative sources of energy.

The worst sufferers from the sharply increased price of oil
have been the dgxg}gg}gg countries. Both'their oil bill]and their
current account deficit| have doubled in the last two years. The
Eﬂnggfgiln their spending on oil over thxs perlod is higher than the

w
total amount of aid they baq%rrecelvedtfrom "all official sources. At
the same time the ability of the developed countries to help them

has itself been diminished by the oil price rises; all seven

countries represented in Venice are now in current account deficit.

It follows that the democratic industrialised countries cannot
alone carry the responsibility of providing aid to the developing
countries. We must look to the main oil exporting countries to use
their vastly increased resources to give help. We believe that it
is as much in their interests as ours to contribute in this way to
the stability of the world economy and to the development of the
poorer nations. The fact is that the industrialised countries of the
free world, the oil exporting countries @nd the non-o0il developing
countries depend upon each other and need to work more closely
together.

~

/Against




Against this background we welcomed the report of the
Brandt Commission.

We also agreed to review our aid policies and procedures.
We shall consider the results of this review at the next Summit.
In addition to our formal business, we had a number of less
formal exchanges. In particular, I had a useful bilateral meeting
with President Carter.

Mr. Speaker, on the economic side this was a meeting at which

we were largely concerned to carry forward therwork begun last year.

At the same time, we broke new ground by discussing the major
international political issue of the day - the invasion and continued
occupation of Afghanistan by the Soviet Union. The meeting offered

a timely opportunity for the Seven Heads of State and Government to
reaffirm their unity of purpose on the political and economic
difficulties we face. That opportunity was taken.
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2 iNICE ECONOMIC SUMMIT: 22/23 JUNE 1980

STATEMENT ON AFGHANISTAN AND RELATED ISSUES

In seeking here in Venice to define a global economic
strategy and to show our united determination to make it a reality,
we are consciously accepting the respqnsibility that falls to the
three great industrialised areas of the world - North America,
Western Burope and Japan - to help create the conditions for
harmonious and sustained economic growth. But we cannot do this
alone: others too have a part to play.

However, present circumstances oblige us to emphasise that
our efforts will only beaf fruit if we can at  the same time
preserve a world in which the rule of law is universally obeyed,
national independence is respected and world peace is kept. We
call on all countries to join us in working for such a world and
we welcome the readiness of non-aligned countries and regional
groups to accept the responsibilities which this involves.

We therefore reaffirm hereby that the Soviet military occupa-—
tion of Afghanistan is unacceptable now and that we are determined
not to accept it in the future. It is incompatible with the will
of the Afghan people for national independence as demonstrated in
its courageous resistance and with the security of the states of
the region. It is also incompatible with the - principles of the
United Nations Charter and with efforts to maintain genuine
detente. It undermines the very foundations of peace, both in
the region and in the world at large.

We fully endorse in this respect the views alreidy expressed
by the overwhelming majority of the international community, as
set out by the United Nations General Assembly in Resolution
No. ES-6/2 of 14 January 1980 and by the Islamic Conference at
both its recent sessions.

/Afghanistan




Afghanistan should be enabled to regain the sovereignty,
territorial integrity, political independence and non-aligned
character it once enjoyed. We therefore call for the complete
withdrawal of Soviet troops and for the Afghan people to be left
free again to determine their own futuge. Only thus will it be
possible to re-establish a situation compatible with peace and
the rule of law and thereby with the interests of all nations.

We have taken note of today's announcement of the withdrawal
of some Soviet troops from Afghanistan. In order to make a useful
contribution to the Afghan crisis, this withdrawal, if confirmed,

will have to be permanent and continue until the complete with-

drawal of the Soviet troops.

We are resolved to do everything in our power to achieve this.
We are also ready to support any initiatives to this end, such as
that of the Islamic Conference. And we shall support every effort
designed to contribute to the political independence and to the
security of the states of the region.

Those Governments represented at this meeting which have
taken position against attendance at the Olympic Games vigorously
reaffirm their positions.
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..'EN'[CE ECONOMIC SUMMIT,.22/23 JUNE 1980

STATEMENT ON REFUGEES

The Heads of State and Government are deeply concerned at the
plight of the ever-increasing number of refugees throughout the
world. Hundreds of thousands have already left the Indo-chinese
peninsula and Cuba. Many of them taking the risk of fleeing across
the open seas. Pakistan has received almost one million refugees
from Afghanistan. In Africa refugees number several millions.

The Heads of State and Government note with great regret that
the refugee population continues to grow and tgat, despite major
international relief efforts, their suffering continues. They pay
tribute to the generosity and forebearance with which countries
in the regions affected have received refugees. TFor their part, the
countries represented at this Summit have already responded
substantially to appeals for assistance to and resettlement of
refugees. They will continue to do so, but their resources are
not unlimited. They appeal to others to join with them in helping
to relieve this suffering.

But, however great the effort of the international community,
it will be difficult to sustain it indefinitely. The problem of
refugees has to be attacked at its root

The Heads of State and Government therefore make a vigorous
appeal to the Governments responsible for it to remove the causes
of this widespread human tragedy and not to pursue policies which
drive large numbers of their people from their own countries.
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STATEMENT ON THE TAKING OF DIPLOMATIC HOSTAGES

Gravely concerned by recent incidents of terrorism involving
the taking of hostages and attacks on diplomatic and consular premises
and personnel, the Heads of State and Government reaffirm their
determination to deter and combat such acts. They note the
completion of work on the International Convention against the taking
of hostages and call on all states to consider becoming parties to
it as well as to the Convention on the Prevention and Punishment of
Crimes against Internationally Protected Persons of 1973

‘ L2

The Heads of State and Government vigorously condemn the taking
of hostages and the seizure of diplomatic and consular premises and
personnel in contravention of the basic norms of international law
and practice. The Heads of State and Government feel it necessary
that all Governments should adopt policies which will contribute to
the attainment of this goal and to take appropriate measures to deny
terrorists any benefits from such criminal acts. They also resolve to
provide to one another's diplomatic and consular missions support and
assistance in situations involving the seizure of diplomatic and
consular establishments or personnel.

The Heads of State and Government recall that every state has
the duty under international law to refrain from organising,
instigating, assisting or participating in terrorist acts in another
state or acquiescing in organised activities within its territory
directed towards the commission of such acts, and deplore in the
strongest terms any breach of this duty. :
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STATEMENT ON HIJACKING

The Heads of State and Government expressed their satisfaction
at the broad support of the international community for the principles
set out in the Bonn Declaration of July 1978 as well as in the
international conventions dealing with unlawful interference with
civil aviation. The increasing adherence to these conventions and
the responsible attitude taken by states with respect to air-hijacking.
reflect the fact that these principles are being accepted by the
international community as a whole.

The Heads of State and Government emphasife that hijacking
remains a threat to international civil aviation and that there can
be no relaxation of efforts to combat this threat. To this end,
they look forward to continuing co-operation with all other

Governments.
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I. INTRODUCTION

ik, In this, our first meeting of the 1980s, the
economic issues that have cominated our thoughts are
the price and supply of energy and the implications for
inflation and the level of economic activity in our own
countries and for the world 2s a whole. Unless we can
deal with the problems of energy, we cannot cope with

other problems.

2% Successive large increases in the price of

0il, bearing no relation to ma: ket conditions and culminating
in the recent decisions by the Organisation of Petroleum
Exporting Countries (OPEC) at :1lgiers, have produced the
reality of even higher inflati n and the imminent threat

of severe recession and unemployment in the industrialised
countries. At the same time -hey have undermined and in

some cases virtually destroye-l the prospects for growth

in the developing countries. We believe that these

consequences are increasingly coming to be appreciated by

some of the oil exporting countries. The fact is that the

industrialised countries of t~he free world, the oil
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producing countries, and the non-oil developing countries
depend upon each other for the realisation of their potential
for economic development and prosperity.A Each can overcome
the obstacles to that development, but only if all work

together, and with the interests of all in mind.

3e In this spirit we have discussed the main problems
that confront us in the coming decade. We are confident

in the ability of our democratic societies, based on individual
freedom and social solidarity, to meet these challenges.

There are no quick or easy solutions; sustained efforts are

needed to achieve a better future.

INFLATION

4. The reduction of inflatior is our immediate top

priority and will benefit all nations. Inflation retards

growth and harms all sectors of our societies. Determined
fiscal and monetary restraint is required to break

inflationary expectations. Continuing dialogue among the

social partners is also needed for this purpose. We must
Sttt e e

retain effective international coordination to carry out
this policy of restraint and also to guard against the threat

of growing unemployment and worldwide recession.




'Sg, We are also committed to encouraging investment

and innovation,so as to increase productivity, to fostering

the movement of resources from declining into expanding

sectors so as to provide new job opportunities, and to promoting
the most effective use of resources within and among countries.
This will require shifting resources from government spending

to the private sector and from consumption to investment,

and avoiding or carefully limiting actions that shelter
particular industries or sectors from the rigors of adjust-
ment. Measures of this kind may be economically and
politically difficult in the short term, but they are

essential to sustained non-inflationary growth and to

increasing employment which is our major goal.

6. In shaping economic policy, we nzed a better
understanding of the long-term effects of global population
growth, industrial expansion and economic development
generally. A study of trends in these arzas is in hand,
and our representatives will keep these matters under

review.




ENERGY

7 We must break the existing link between economic
growth and consumption of oil, anq we mean to do so in this
decade. This strategy requires conserving oil and
substantially increasing production and use of alternative
energy sources. L—To this end, maximum reliance should be
placed on the price mechanism, and domestic orices for oil
should reflect representative world prices_7. Market forces
should be supplemented, where appropriate, by effective
fiscal incentives and administrative measures. Energy
investment will contribute substantially to economic growth

and employment.

8. We welcome the recent decisions of tks European
Community (EC), the International Energy Agency (IEA) and

the Organisation for Economic Cooperation and Development

(OECD) regarding the need for long term structural changes

to reduce 0il consumption, continuing procedures to monitor
progress, the possible use of oil ceilings to deal with
tight market conditions, and coordination of stock policies
to mitigate the effect of market disruption. We note that
the member countries of the IEA have agreed that their

energy policies should result in their collective 1985 net
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0il imports being substantially less than their existing

1985 group objective, and that they will quantify the

reduction as part of their continuing monitoring efforts.

The potential for reduction has been estimated by the
IEA Secretariat, given existing uncertainties, &t around

4 million barrels a day (MBD).

To conserve o0il in our countries:

- We are agreed that mo new base-load, oil-fired
generating capacity should be constructed, save in
exceptional circumstances, and that the conversion of
oil-fired capacity to other fuels should be accelerated.

- We will increase efforts, including fiscal
incentives where necessary, to accelerate the substicution
of o0il in industry.

- We will encourage oil-saving investments in
residential and commercial buildings, where necessary
by financial incentives and by establishing insulation
standards. We look to the public sector to set an =xample.

- In transportation, our objective is the
introduction of increasingly fuel efficient vehicles.

The demand of consumers and competition among manuZacturers
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are already leading in this direction. We will accelerate
this progress, where appropriate, by arrangements or

standards for improved automobile fuel efficiency, by

gasoline pricing anditaxation decisions, by resegrch

and development, and by making public transport more

attractive.

10. We must rely on fuels other than oil to meet

the energy needs of future economic growth. This will require
early, resolute, and wide-ranging actions. Our potential
to increase the supply and use of energy sources other

than oil over the next ten years is estimated at the
equivalent of 15-20 MBD of oil. We intend to make a
coordinated and vigorous effort to realise this potential.
To this end, we will seek a large increase in the use of
coal and enhanced use of nuclear power in the medium tern,
and a substantial increase in production of synthetic fuels,
in solar energy and other sources of renewable energy over

the longer term.

11. We shall encourage the exploration and develoument

of our indigenous hydrocarbon resources in order to secure
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maximum production on a long term basis.

Sk Together we intend to double coal production

and use by early 1990. We will encourage long term

commitments by coal producers and consumers. It will be
necessary to improve infrastructures in both exporting

and importing countries, as far as is economically justified,
to ensure the required supply and use of coal. We look
forward to the recommendations of the International Coal
Industry Advisory Board. They will be considered

promptly. We are conscious of the environmental risks
associated with increased coal production and combustion.

We will do everything in our power to ensure that increased
use of fossil fuels, especially coal, does not damage the

environment.

13. We underline the vital contribution of nuclear
power to a more secure energy supply. The role of nuclear
energy has to be increased if world energy needs are to be
met. We shall therefore have to expand our nuclear generating
capacity. We will continue to give the highest priority to
ensuring the health and safety of the public and to perfecting

methods for dealing with spent fuels and disposal of nuclea

LS




waste. We reaffirm the importance of ensuring the reliable
supply of nuclear fuel and minimising the risk of nuclear

proliferation.

14. The studies made by thé International Nuclear

Fuel Cycle Evaluation Group, launched at the London Summit

in 1977, are a significant contribution to the use of nucl=zar
energy. We welcome their findings with respect to:
increasing predictable supplies; the most effective
utilisation af uranium sources, including the development

of advanced tehcnologies; and the minimisation of prolifer-
ation risks, including support of International Atomic

Energy Agency (TAEA) safeguards. We urge all countries to
take these findings into account when developing policies

and programmes for the peaceful use of nuclear energy.

ikisie, We will actively support the recommendations of
the International Energy Technology Group, proposed at the
Tokyo Summit last year, for bringing new energy technologies
into commercial use at the earliest feasible time. As far
as national programmes are concerned, we will by mid-1981
adopt a two-phased approach; first, listing the numbers and

types of commercial scale plants to be constructed in each
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of our countries by the mid-1980s, and, second, indicatirg
quantitative projections for expanding production by 1920.
1995 and 2000, as a basis for future actions. As far as
internatiordal programmes are concerned, we will joind others
in creating an international team to promote collaboration
among interested nations on specific projects.

16. L_A high level group of our representatives will

review progress made in these fields by each of us_7.

LTWe have charged our Personal Representatives to
make arrangements for reviewing progress made in these fields

by each of us_7.

47 Our comprehensive energy strategy is designed to
meet the requirements of the coming decade. We are convinced
that it can reduce the demand for energy, particularly oil,
without hampering economic growth. By carrying out this
strategy we expect that,over the coming decade, the ratio
between increases in collective energy consumption and
economic growth of our countries will be reduced to about
0.6, that the share of oil in our total energy demand will

be reduced from 53 per cent now to about 40 per cent by 1990,
and that our collective consumption of oil in 1990 will be
significantly belo present levels so as to permit a balance

between supply and demand at tolerable prices.




18. We continue to believe that internationa cooperztion
in energy is essential. All countries have a vital interest
in a stable equilibrium between energy supply and demand.

We would welcome a constructive dialogue on energy and
related issues betWeen energy producers and consumers in

order to improve the coherence of their policies.

RELATIONS WITH DEVELOPING COUNTRIES

19. We are deeply concerned about the impact of oil
price increases on developing countries that have to import
0il. The increase in oil prices in the last two years has
more than doubled the oil bill of these countries, which
now amounts to over $ 50 billion. This will drive them into
ever increasing indebtedness, and put at risk the whole
basis of their economic growth and social progress, unless
something can be done to help them. The industrialised
countries cannot carry this responsibility on their own:

it must be shared with L_the oil-exporting countries and the

Communist countries_7 L_ all countries which have the means

to share it, especially the oil-exporting countries_/.

20. We approach in a positive spirit the prospect of

global negotiations in the framework of the United Nations
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and the formulation of a new International Development
Strategy. In particular, our object is to cooperate with
the developing countries in energy conservation and develop-
ment, expansion of exports, improve access to our markets,

enhancement of human skills, and the tackling of underlying

food and population problems.

2 A major international effort to help these

countries increase their energy production is required.

We believe that this view is gaining ground among oil-

exporting countries. We ask the World Bank to examine the
adequacy of the resources and the mechanisms now in place

for the exploration, development and production of
conventional and renewable energy sources in oil-importing
developing countries, to consider means, including the
possibility of establishing a new affiliate or facility

by which it might improve and increase its lending programmes
for energy assistance, and to explore its findings with both

oil-exporting and industrial countries.

22. We are deeply conscious that extreme poverty and
chronic malnutrition afflict hundreds of millions of people

of developing countries. The first requirement in these




countries is to improve their ability to feed themselves
and reduce their dependence on food imports. We are ready
to join with them and the International Agencies concerned

in their comprehensive long term strategies to increase

food production, and to help improve national as well as

international research services. We will support and,
where appropriate, supplement initiatives of the World Bank
and of the Food and Agricultural Organisation (FAO) and

to improve grain storage and food handling facilities.

We underline the importance of wider membership of the

new Food Aid Convention so as to secure at least 10 million
tons of food aid annually and of an equitable replenish-
ment of the International Fund for agricultural develop-

ment.

23. High priority should be given to efforts to cope
with population growth and to existing United Nations

and other programmes for supporting these efforts.

24. We strongly support the general capital increase
of thre World Bank,increases in the funding of the regional
development banks, and the sixth replenishment of the
International Development Association. We would welcome
an increase in the rate of lending of these institutions
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within the limits of their present replenishments, as needed
to fulfill the programmes described above. It is essential
that all members, especially the major donors, provide theinr

full contributions on the agreed schedule.

25. We welcome the report of the Brandt Commission.
We shall carefully consider its recommendations. lfWe
believe a Summit, attended by Heads & State and Government
of developed and developing countries, as suggested in

that report, could be useful under appropriate circumstances

and at a suitable time_7.

V. MONETARY PROBLEMS

26. The situation created by large oil-generated
payments imbalances, in particular those of oil-importing
developing countries, requires a combination of determined
actions by all countries to promote external adjustment and
effective mechanisms for balance of payments financing. We
look to the interngtional capital market to continue to play
the primary role in rechanneling the substantial oil surplus
funds on the basis of sound lending standards. We suppert
the work in progress by our monetary authorities and the
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Bank for International Settlements designed to improve
the supervision and security of the international banking
system. The private banks could usefully supplement these

efforts.

2 Private lending will need to be supplemented by

an expanded role for international institutions, especially
the International Monetary Fund (IMF). We are committed

to implementing the agreed increased in the IMF quotas, and
to supporting appropriate borrowing by the Fund, if needed

to meet financing requirements of its members. We encourage
the IMF to seek ways in which it could, within its

guidelines on conditionality, make it more attractive for
countries with financing problems toc use its resources. In
particular, we support the IMF's examination of possible ways
to reduce charges on credits to low-income developing countries.

The IMF should work closely with the World Bank in responding

to these problems. We welcome the Bank's innovative lending

scheme for structural adjustment. We urge oil-exporting
countries to increase their direct lending to countries with
financial problems thus reducing the strain on other recycling

mechanisms.




28. We reaffirm our commitment to stability in the
foreign exchange markets. We note that the European
Mpnetary System (EMS) has contributed to this end. We

will continue close cooperation in exchange market policies
so as to avoid disorderly exchange rate fluctuations. We
will also cooperate with the IMF to achieve more effective
surveillance. We support continuing examination by the IMF
of arrangements to provide for a more balanced evolution

of the world reserve system.

VI. TRADE

29. We are resolved further to strengthen the open
world trading system. We will resist pressures for
protectionist actions, which can only be self-defeating

and aggravate inflation.

30. We endorse the positive conclusion of the

A .
multilateral trade negotiations, and commit ourselves

to early and effective implementation. We welcome the
participation of some of our developing partners in the
new non-tariff codes and call upon other to participate.

We also call for the full participation of as many countries

as possible in strengthening the system of the General Agreement

.




on Tariffs and Trade (GATT). We urge the more advanced
of our developing partners gradually to open their markets

over the coming decade.

8% We reaffirm our determination to avoid a harm-
ful export credit race. To this end we shall work with
the other participants to strengthen the International
Arrangement on Export Credits, with a view to reaching

a mutually acceptable solution covering all aspects of

the Arrangement by 1 December 1980. In particular, we
shall seek to bring its terms closer to current market
conditions and to reduce distortions in export competition,
recognising the differentiated treatment of developing

countries in the Arrangement.

32. As a further step in strengthening the international
trading system, we commit our governments to work L— for

one more year_7 in the United Nations toward an agreement

to prohibit illicit payments to foreign government

officials in international business transactions. L_If

that effort falters, we will seek to conclude an agreement

among our countries, but open to all, with the same objective/.
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CONCLUSIONS

33. The economic message from this Venice Summit
is clear. The key to success in resolving the major
economic challenges which the world faces is to achieve
and maintain a balance between energy supply and demand
at reasonable levels and at tolerable prices. Those
amohg us whose countries are members of the European
Community intend to make their effortswithin its frame-
work. The stability of the world economy, on which

the prosperity of every individual country relies, depends
upon all of the countries concerned - the industrialised
countries, the oil exporting countries and the non-oil

developing countries - recognising their mutual needs

and accepting their mufual responsibilities. In this

spirit we, who represent seven large industrialised
countries of the free world, are ready to tackle our
own problems with determination and to work with others
to meet the challenges of the coming decade, to our own

advantage and to the benefit of the whole world.




DECLARATION OF THE VENICE SUMMIT
(22nd and 23rd of June 1980)
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1. In this, our first meeting of the 1980s, the economic issues that
have dominated our thoughts are the price and supply of energy and
the implications for inflation and the level of economic activity in our
own countries and for the world as a whole. Unless we can deal with
the problems of energy, we cannot cope with other problems.

2. Successive large increases in the price of oil, bearing no relation
to market conditions and culminating in the recent decisions by some
members of the Organization of Petroleum Exporting Countries (OPEC) at
Algiers, have produced the reality of even higher inflation and the
imminent threat of severe recession and unemployment in the
industrialised countries. At the same time they have undermined and in
some cases virtually destroyed the prospects for growth in the
developing countries. We believe that these consequences are
increasingly coming to be appreciated by some of the oil exporting
countries. The fact is that the industrialised countries of the free
world, the oil producing countries, and the non-oil developing countries
depend upon each other for the realisation of their potential for
economic development and prosperity. Each can overcome the obstacles
to that development, but only if all work together, and with the
interests of all in mind.

3. In this spirit we have discussed the main problems that confront us
in the coming decade. We are confident in the ability of our democratic
societies, based on individual freedom and social solidarity, to meet
these challenges. There are no quick or easy solutions; sustained
efforts are needed to achieve a better future.




TSN SIS Chisoin)

4. The reduction of inflation is our immediate top priority and will
benefit all nations. Inflation retards growth and harms all sectors of
our societies. Determined fiscal and monetary restraint is required to
break inflationary expectations. Continuing dialogue among the social
partners is also needed for this purpose. We must retain effective
international coordination to carry out this policy of restraint, and
also to guard against the threat of growing unemployment and
worldwide recession.

5. We are also committed to encouraging investment and innovation, so
as to increase productivity, to fostering the movement of resources from
declining into expanding sectors so as to provide new job opportunities,
and to promoting the most effective use of resources within and among
countries. This will require shifting resources from government
spending to the private sector and from consumption to investment, and
avoiding or carefully limiting actions that shelter particular industries
or sectors from the rigors of adjustment. Measures of this kind may be
economically and politically difficult in the short term, but they are
essential to sustained non-inflationary growth and to increasing
employment which is our major goal.

6. In shaping economic policy, we need a better understanding of the
long-term effects of global population growth, industrial expansion and
economic development generally. A study of trends in these areas is in
hand, and our representatives will keep these matters under review.
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7. We must break the existing link between economic growth and
consumption of oil, and we mean to do so in this decade. This strategy
requires conserving oil and substantially increasing production and use
of alternative energy sources. To this end, maximum reliance should be
placed on the price mechanism, and domestic prices for oil should take
into account representative world prices. Market forces should be
supplemented, where appropriate, by effective fiscal incentives and
administrative measures. Energy investment will contribute
substantially to economic growth and employment.

8. We welcome the recent decisions of the European Community (EC),
the International Energy Agency (IEA) and the Organization for
Economic Cooperation and Development (OECD) regarding the need for
long term structural changes to reduce oil consumption, continuing
procedures to monitor progress, the possible use of oil ceilings to deal
with tight market conditions, and coordination of stock policies to
mitigate the effect of market disruption. We note that the member
countries of the IEA have agreed that their energy policies should
result in their collective 1985 net oil imports being substantially less
than their existing 1985 group objective, and that they will quantify
the reduction as part of their continuing monitoring efforts. The
potential for reduction has been estimated by the 1EA Secretariat, given
existing uncertainties, at around 4 million barrels a day (MBD).

9. To conserve oil in our countries:

— We are agreed that no new base-load, oil-fired generating
capacity should be constructed, save in exceptional
circumstances, and that the conversion of oil-fired capacity to
other fuels should be accelerated.

We will increase efforts, including fiscal incentives where
necessary, to accelerate the substitution of oil in industry.

We will encourage oil saving investments in residential and
commercial buildings, where necessary by financial incentives
and by establishing insulation standards. We look to the
public sector to set an example.




In transportation, our objective is the introduction of
increasingly fuel efficient vehicles. The demand of consumers
and competition among manufacturers are already leading in
this direction. We will accelerate this progress, where
appropriate, by arrangements or standards for improved
automobile fuel efficiency, by gasoline pricing and taxation
decisions, by research and development, and by making public
transport more attractive.

10. We must rely on fuels other than oil to meet the energy needs of
future economic growth. This will require early, resolute, and wide-—
ranging actions. Our potential to increase the supply and use of energy
sources other than oil over the next ten years is estimated at the
equivalent of 15-20 MBD of oil. We intend to make a coordinated and
vigorous effort to realise this potential. To this end, we will seek a
large increase in the use of coal and enhanced use of nuclear power in
the medium-term, and a substantial increase in production of synthetic
fuels, in solar enmergy and other sources of renewable energy over the
longer term.

11. We shall encourage the exploration and development of our
indigenous hydrocarbon resources in order to secure maximum
production on a long term basis.

12. Together we intend to double coal production and use by early 1990.
We will encourage long term commitments by coal producers and
consumers. It will be necessary to improve infrastructures in both
exporting and importing countries, as far as is economically justified,
to ensure the required supply and use of coal. We look forward to the
recommendations of International Coal Industry Advisory Board. They
will be considered promptly. We are conscious of the environmental
risks associated with increased coal production and combustion. We will
do everything in our power to ensure that increased use of fossil fuels,
especially coal, does not damage"the environment.




13. We underline the vital contribution of nuclear power to a more
secure energy supply. The role of nuclear energy has to be increased if
world energy needs are to be met. We shall therefore have to expand
our nuclear generating capacity. We will continue to give the highest
priority to ensuring the health and safety of the public and to
perfecting methods for dealing with spent fuels and disposal of nuclear
waste. We reaffirm the importance of ensuring the reliable supply of
nuclear fuel and minimising the risk of nuclear proliferation.

14. The studies made by the International Nuclear Fuel Cycle
Evaluation Group, launched at the London Summit in 1977, are a
significant contribution to the use of nuclear energy. We welcome their
findings with respect to: increasing predictable supplies; the most
effective utilization of uranium sources, including the development of
advanced technologies; and the minimization of proliferation risks,
including support of International Atomic Energy Agency (TAEA)
safeguards. We urge all countries to take these findings into account
when developing policies and programmes for the peaceful use of
nuclear energy.

15. We will actively support the recommendations of the International
Energy Technology Group, proposed at the Tokyo Summit last year, for
bringing new energy technologies into commercial use at the earliest
feasible time. As far as national programmes are concerned, we will by
mid-1981 adopt a two-phased approach; first, listing the numbers and
types of commercial scale plants to be constructed in each of our
countries by the mid-1980s, and, second, indicating quantitative
projections for expanding production by 1990, 1995 and 2000, as a basis
for future actions. As far as international programmes are concerned,
we will join others in creating an international team to promote
collaboration among interested nations on specific projects.

16. A high level group of representatives of our countries and of the
EEC Commission will review periodically the results achieved in these
fields.




17. Our comprehensive energy strategy 1is designed to meet the
requirements of the coming decade. We are convinced that it can reduce
the demand for energy, particularly oil, without hampering economic
growth. By carrying out this strategy we expect that, over the coming
decade, the ratio between increases in collective energy consumption
and economic growth of our countries will be reduced to about 0.6, that
the share of oil in our total energy demand will be reduced from 53 per
cent now to about 40 per cent by 1990, and that our collective
consumption of oil in 1990 will be significantly below present levels so
as to permit a balance between supply and demand at tolerable prices.

18. We continue to believe that international cooperation in energy is
essential. All countries have a vital interest in a stable equilibrium
between energy supply and demand. We would welcome a constructive
dialogue on energy and related issues between energy producers and
consumers in order to improve the coherence of their policies.




1V. Relations with developing countries

19. We are deeply concerned about the impact of the oil price increases
on the developing countries that have to import oil. The increase in oil
prices in the last two years has more than doubled the oil bill of these
countries, which now amounts to over $ 50 billion. This will drive them
into ever increasing indebtedness, and put at risk the whole basis of
their economic growth and social progress, unless something can be
done to help them.

20. We approach in a positive spirit the prospect of global negotiations
in the framework of the United Nations and the formulation of a new
International Development Strategy. In particular, our object is to
cooperate with the developing countries in energy conservation and
development, expansion of exports, enhancement of human skills, and
the tackling of underlying food and population problems.

21. A major international effort to help these countries increase their
energy production is required. We believe that this view 1is gaining
ground among oil-exporting countries. We ask the World Bank to
examine the adequacy of the resources and the mechanisms now in place

for the exploration, development and production of conventional and
renewable energy sources in oil importing developing countries, to
consider means, including the possibility of establishing a new affiliate
or facility by which it might improve and increase its lending
programmes for energy assistance, and to explore its findings with both
oil-exporting and industrial countries.




22. We are deeply conscious that extreme poverty and chronic
malnutrition afflict hundreds of millions of people of developing
countries. The first requirement in these countries is to improve their
ability to feed themselves and reduce their dependence on food imports.
We are ready to join with them and the International Agencies
concerned in their comprehensive long term strategies to increase food
production, and to help improve national as well as international
research services. We will support and, where appropriate, supplement
initiatives of the World Bank and of the Food and Agricultural
Organization (FAO) and to improve grain storage and food handling
facilities. We underline the importance of wider membership of the new
Food Aid Convention so as to secure at least 10 million tons of food aid
annually and of an equitable replenishment of the International Fund
for Agricultural Development.

23. High priority should be given to efforts to cope with population
growth and to existing United Nations and other programmes for
supporting these efforts.

24. We strongly support the general capital increase of the World Bank,
increases in the funding of the regional development banks, and the
sixth replenishment of the International Development Association. We
would welcome an increase in the rate of lending of these institutions,
within the limits of their present replenishments, as needed to fulfill
the programmes described above.lt is essential that all members,
especially the major donors, provide their full contributions on the
agreed schedule.

25. We welcome the report of the Brandt Commission. We shall carefully
consider its recommendations.

26. The democratic industrialised countries cannot alone carry the
responsibility of aid and other different contributions to developing
countries: it must be equitably shared by the oil exporting countries
and the industrialised Communist countries. The Personal
Representatives are instructed to review aid policies and procedures
and other contributions to developing countries and to report back their
conclusions to the next Summit.




V. Monetary problems

27. The situation created by large oil-generated payments imbalances,
in particular those of oil-importing developing countries, requires a
combination of determined actions by all countries to promote external
adjustment and effective mechanisms for balance of payments financing.
We look to the international capital market to continue to play the
primary role in rechanneling the substantial oil surplus funds on the
basis of sound lending standards. We support the work in progress by
our monetary authorities and the Bank for International Settlements
designed to improve the supervision and security of the international
banking system. The private banks could usefully supplement these
efforts.

28. Private lending will need to be supplemented by an expanded role
for international institutions, expecially the International Monetary
Fund (IMF). We are committed to implementing the agreed increase in
the IMF quotas, and to supporting appropriate borrowing by the Fund,
if needed to meet financing requirements of its members. We encourage
the IMF to seek ways in which it could, within its guidelines on
conditionality, make it more attractive for countries with financing
problems to use its resources. In particular, we support the IMF's
examination of possible ways to reduce charges on credits to low-income
developing countries. The IMF and the World Bank should work closely
together in responding to these problems. We welcome the Bank's
innovative lending scheme for structural adjustment. We urge oil-
exporting countries to increase their direct lending to countries with
financial problems thus reducing the strain on other recycling
mechanisms.

29. We reaffirm our commitment to stability in the foreign exchange
markets. We note that the European Monetary System (EMS) has
contributed to this end. We will continue close cooperation in exchange
market policies so as to avoid disorderly exchange rate fluctuations. We
will also cooperate with the IMF to achieve more effective surveillance.
We support continuing examination by the IMF of arrangements to
provide for a more balanced evolution of the world reserve system.




30. We are resolved further to strengthen the open world trading
system.We will resist pressures for protectionist actions, which can only
be self-defeating and aggravate inflation.

3l. We endorse the positive conclusion of the multilateral trade
negotiations, and commit ourselves to early and effective
implementation. We welcome the participation of some of our developing
partners in the new non-tariff codes and call upon others to
participate. We also call for the full participation of as many countries
as possible in strengthening the system of the General Agreement on
Tariffs and Trade. We urge the more advanced of our developing
partners gradually to open their markets over the coming decade.

32. We reaffirm our determination to avoid a harmful export credit
race. To this end we shall work with the other participants to
strengthen the International Arrangement on Export Credits, with a
view to reaching a mutually acceptable solution covering all aspects of
the Arrangement by 1 December 1980. In particular, we shall seek to
bring its terms closer to current market conditions and reduce
distortions in export competition, recognising the differentiated
treatment of developing countries in the Arrangement.

33. As a further step in strengthening the international trading system,
we commit our governments to work in the United Nations toward an
agreement to prohibit illicit payments to foreign government officials in
international business transactions. If that effort falters, we will seek
to conclude an agreement among our countries, but open to all, with the
same objective.
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34. The economic message from this Venice Summit is clear. The key to
success in resolving the major economic challenges which the world
faces is to achieve and maintain a balance between energy supply and
demand at reasonable levels and at tolerable prices. The stability of
the world economy, on which the prosperity of every individual country
relies, depends upon all of the countries concerned, recognising their
mutual needs and accepting their mutual responsibilities. Those among
us whose countries are members of the European Community intend to
make their efforts within this framework. We, who represent seven large
industrialised countries of the free world, are ready to tackle our own
problems with determination and to work with others to meet the
challenges of the coming decade, to our own advantage and to the
benefit of the whole world.




PRIME MINISTER'S STATETWENT 226 /08D

I believe we have to be rigorous in our approach to the great problems
which face us. The more formidable the problems, the more rigorously

realistic our analysis must be.

This kind of analysis of the energy problem leads to the conclusion
that it is going to be solved by massive investments in new energy sources
outside OPEC and in means of living with less energy. The heart of the

problem is not just to use less energy or to import less o0il, though both

these come into it. It is to cease to be critically dependent for our
energy on OPEC sources. So we want to see greater use of coal and of nuclear
—— R —

power, and the development of non-OPEC oil and gas is very important.

If massive investments are needed we have to be clear that in free
economies of the Western market system, the price mechanism has to play
a major role, You camnot work through investments made by fiat or by the
use of public funds with the price mechanism working against you. Letting
prices work calls forth the investment. Government action may supplement
realistic prices. It cannot substitute for them. This is not a new

message but it is a critically important one.

Then recycling. What are the elements of the recycling question?
Recycling is a jargon name for the flows of money caused and made necessary
financing of new energy investment. Another is the financing of the
deficits of the developed countries. As we meet, all seven Summit countries

are in current account deficit.

/But the aspect




But the aspect which has caused us all most concern is the financing
of the increased deficits of the non-oil developing countries. The oil
price increase has been a savage blow to them. Again, we have to analyse
the situation and we find that it is not one problem but at least two.
There are important countries which have been able to draw large sums
from the international capital markets, There are others which are poorer
and dependent on aid or borrowing from the World Bank or the development

banks; or from the IMF.

We have been deeply concerned about both groups. I believe the
capital markets and the banking system will make a major conmtribution
as they did after the 1974 price increase; and that the right kind of
prudential supervision which the monetary authorities are developing
will help and not hinder this. We all believe the international lending
institutions will have to do more, especially for the poorer developing

countries,

One change registered in our discussions is that it is out of date
—_——— =

to talk about the division of the world into North and South. The

industrial countries have responsibilities towards the developing countries,

especially the poorer ones. But so do the oil producing countries of OPEC.
— o ae e

The increased oil bill o the developing countries which have to import
0il is very large in relation to what the developed countries can do by way
of aid, especially when many developed countries are themselves in balance

of payments deficit,

We have all agreed that one of the best ways to help developing countries
which have to import oilis to assist them to increase their own energy

production. This not only helps them like any other investment. It gives

/ them more




them more protection against any future increase in the price of oil.

This is an area where the oil exporting countries could particularly help,

either directly or perhaps through international bodies.

We have agreed too that the reduction of inflation must remain our
immediate top priority, and that that calls for determined fiscal and
monetary restraint. In the face of the oil price increases this makes
heavy demands on leadership in our free economies, But it is essential
if all our other efforts, and our free economies themselves, are not to

be undermined.

The theme which concludes our join declaration is one which has run
through all our discussions. It is the theme of common interest, mutual
need and mutual responsibilities. The seven countries here are entirely
conscious of this interdependence and of these responsibilities and are
well used to working in a multitude of international fora with other nations
which are at every stage of development. We believe that it is in the
interests of oil exporters and of every other group to accept their share
of this responsibility and to benefit from the improvement in the world

economy which that will make possible.




PRIME HINISTIR'S STATGE POLITIC.L DISCUSSION

This was the first time the seven Heads of Government
have met since the Soviet invasion of sfghenisten, It was
21lso, =nd not coincidentally, the first time ve have discucsed
political matters at these meetings. The unity of approach
revealed both in our formal discussion znd on less formal
occasions w:=s reassuring. It augurs well for the future.

It shows the vnlue of reviewing international, political
2nd economic problems in the same forum: they internct.,

Our st: tement on Afghonistan noeds 1little commnent. The
Soviet occupation of that country is not going to be accepted
by us. Ue have tuken note of the Soviet Government's
znnounced intention to withdraw some of its troops. We will
vent to see vhether any withdrawal is permanent and *hether
it leads to future withdrawsls before assessing its true
significence. I would perhaps have been more confident hud
the news not been relezsed by TiSS at the very moment we were
ossembling here.

Like the Committee of Three set up by the Islumic Conference,
we want to see a complete and unconditional withdr:iwal of
Soviet troops from ifghonistm. Until thot happens the arguments
vhich led a number of us to favour a boycott of the Clympic
Gemes remains vo1id. I was glad to see tnis morning that
another le=din; British athlete has -nnounced th:t he will
not go to lMoscow.

In 211 essential resgects, we here sh:ire a common approanch
to the major international issues of the dgy . Our tolks yesterday,
~nd the four stntements ve issued give =xpression to thut unity.
The tzsk now is to build on that unity in devel oring and
implementing common policies, The challenge posed by Soviet
cmbitions extends far beyond Afghanistan. The development of
our response is complic:ted by the increasing diffusion of




political power, outside the traditional Zzst/Vest framework.
There will be much for us to talk about at our next meeting.
I look forward to it.
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NOTE of a Meeting at the Hotel Cipriani, Venice
on Monday 23 Junel980 at 7. 30 am

PRESENT

Sir Robert Armstrong (United Kingdom)

Dr Zbigniew Brzezinski (United States)

Herr Bernd von Staden (Federal Republic of Germa
Monsieur Jacques Wahl (France)

Dr Brzezinski started the discussion by telling us how he
had been invited to go and hear Mass in the Pope's private chapel
in the Vatican three days before. After the Pope had said Mass,
he had invited Dr Brzezinski to stay for breakfast. He then
invited Dr Brzezinski to return later in the day. When
Dr Brzezinski said he could not do so, the Pope invited him to
continue their talk there and then. Dr Brzezinski said that he
had an appointment to see the Sistine Chapel. The Pope told
Dr Brzezinski not to mind about that, and in the end
Dr Brzezinski talked with the Pope through the morning, had
lunch with him, and was then given by the Pope‘a personally
conducted visit to the Sistine Chapel. The proceedings were
conducted entirely in Polish, and Dr Brzezinski was clearly

extremely impressed by the Pope's qualities, as well as

flattered by the attention which he had received.

Afghanistan

Dr Brzezinski then asked us for our views about Soviet
intentions on withdrawal from Afghanistan. Monsieur Wahl
embarked on a long and defensively worded account of dealings
with the Russians over President Giscard's meeting with
Mr. Brezhnev in Warsaw, in which he was concerned to
emphasise that the President had made it clear that nothing
less than total and permanent withdrawal of Soviet troops and
a change of regime would be acceptable. He said that the

Russians, including Mr. Brezhnev, had talked about the
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possibility of withdrawal based upon a political solution, but
it was clear that the political solution they envisaged included
the continuance of the Babrak Karmal regime and negotiations
between it and the Governments of Iran and Pakistan.
President Gistard had ;;;ade it clear that not only was the
Babrak Karmal regime une eptable but any political solution
would have to be more widely based than that.
#

Monsieur Wahl said that French intelligence suggested
that recent Soviet troop arrivals in Afghanistan consisted of
sections of divisions rather than complete divisions. This
suggested that the Russians were creating nuclei in Afghanistan,
on which they could base a rapid build up if the situation

demanded it.

Herr von Staden said that the Germans were extremely
sceptical about anything that was said WRussians about
withdrawal from Afghanistan this side of the W_They
were still keeping up pressure on the West German Government

and West German athletes to chanwgoing to

the Olympics. He was not personally optimistic about the
-

e
prospects for Soviet withdrawal.

Sir Robert Armstrong said that the British Government
knew of no reason for thinking that the Russians had any

intention of early withdrawal from Afghanistan.

Dr Brzezinski did not suggest that the United States
assessment was any different, and he threw outa number of
ideas for keeping up the pressure on the Russians in

Afghanistan.

(a) It would be important to keep up the strength of feeling

on Afghanistan in the Islamic countries in the Third
World. b
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(b) The more that Western Press and television teams
could go into Afghanistan and report what was going on
there, the bettler.

(c) The more that Western Governments talked about the
Afghanistan opposition to the Russians as "forces of
national liberation'', the better.

(d) Western Governments should have no truck with the -
Babrak Karmal regime, but he did not view with
displeasure the attempts by the mission set up by the
Islamic Conference to talk both to the regime and to
representatives of the rebels, since that tended to put
the two sides on the same plane and to legitimise the

"freedom fighters' in the eyes of the rest of the world.
(e) It was important to get results on the COCOM front.

Somalia

Dr Brzezinski said that the Americans were negotiating
with the Government of Somalia for facilities at Berbera.
President Barre was at present demanding conditions which
the United States had no intention of fulfilling, but he would
in the end come to an agreement without those conditions, if
the United States wanted to have one. The question was whether
it was right to persist. The United States wanted facilities at
Berbera to complen.ent those in Oman and Mombasa, but
they feared that the presence of United States facilities in
Berbera would encourage the Somalis to a more aggressive
policy against the Ethiopians in the Ogaden. Fighting in the
Ogaden could draw in not only Ethiopian but Cuban troops; and,
if the Somalis got the worst of the fighting, the Somalis might
call on the Americans for support, and the Cubans might be
tempted to invade Somalia and advance on Berbera. There
was thus a real danger of the Americans being drawn in to
active confrontation with the Ethiopian and Cuban forces, if not
with their Soviet allies, in that part of the worldli[ they went
ahead with facilities in Berbera.

—3s
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In the discussion that followed there was general
agreement that the stationing of United States facilities in
Berbera would carry risks of des‘tabilisa.ﬁon in the region -
and in this context Sir Robert Armstrong reminded those presen
that there was a long standing border dispute between Somalia
and Kenya, f.}‘:ough thabw\as quiet for the moment. On the
other hand there was a"p&sibility of considerable benefit:
not only would United States facilities in Berbera be valuable
for handling situations that might arise in the Gulf or e»,sewhere
in South West Asia; it also seemed unlikely that the Cubans
would risk a confrontation which might draw in United étates
forces in Somalia, and, if it became clear in the region that
they were not prepared to risk such a confrontation, or if there
was an exchange of fighting in which they came off worse, the
West would gain considerably in terms of prestige and influence
in that region of Africa, and the Soviets would correspondingly
lose it. To sum up the conclusion of the discussion, the
stationing of United States facilities in Berbera could produce
some immediate destabilisation in the region, but held out the
prospect of longer term stability, provided that the United State

held irm.

South East Asia
Dr. Brzezinski asked what interpretation the rest of us
put on events in South East Asia; was this another area where

the Russians were trying to bring pressure to bear upon the

S T

West? In discussion it was agreed that Russian support of
—

Viethamese activities in the area was consistent both with a

policy of keeping up pressurc on the West along ""the arc of

T T T e
crisis" and with keeping up pressure on China.

Libya
Herr von Staden said that German intelligence
suggested that the recent Soviet arms sales to Libya amounted

to something like $7.5 billion, twice the amount of their sales

REE )
to India and significantly more than their sales to Syria. He

Lo
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asked how the Americans interpreted this: did they seea

measure of ''pre-positioning' ?

Dr Brzezinski was unfamiliar with the figures. He said

that one would need to know where the arms were placed and
how they were stored and positioned, before one could interpret
the purpose for which they might be intended. He agreed that
they might be ted with President Qadhafi's antagonism

against Egypt, or even with domestic political uncertainties
in Libya, from which President Qadhafi might be wishing to
divert attention by some form of external adventure. But he
thought that it was also necessary to allow for the possibility
that President Qadhafi's actions and decision allowed of no
rational explanation: President Sadat, who knew him well,

had said that he was an irrational man.

Middle East
Dr. Brzezinski said that it would be the intention of the
United States Administration to play the Camp David process

_ slow and low key through the United States election. He

personally had weWaﬁve.

If it had gone further, it would have been difficult for the
United States not to condemn it; as it was, they had been able
to avoid doing so, and he personally had thought it useful.

If the European Community's e—misiry decided to go to
Washington, he would be received for discussions.

Dr Brzezinski asked who the Community's emissary was likely
to be, and suggested that he should be somebody who was not
regarded as pro-Arab. The rest of us said thatit should be
assumed that the emissary would be the President of the
Council of Ministers for the time being. This would, from
1st July, be mWrg,

Mr Gaston Thorn. It was regrettable that during this period the

Foreign Minister of the smallest country in the Community

-5-
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would be in the chair, and he might need to be supported by.
one or two other political colleagues from other countries

in the Community.

Dr Brzezinski s@.i\d that King Hussein was not now obj;ect.i

to talks with Palesﬁnjankaders, though it would be difficult for

the United States to talk to the PLO as such, unless it recognised
the right of Israel to exist within secure boundaries. 2

Dr Brzezinski said that he thought that the po]it;ical
situation in Israel was beginning to change, znd to move more
in favour of a more accommodating attitude in relation to the
Arab world generally and the Palestinians in particular. He
had interpreted the killing of the Arab mayors as a sign that
the hard men thought that they were losing influence and control
and needed to proceed to desperate measures to restore their
prestige and try and prop up their position. Dr Brzezinski
did not, however, see any prospect of an early fall of the Begin
Government, and said that the United States Government were
not working to bring that about: though they had many contacts
with the opposition in Israel, it vias on the whole his view that
Begin would be more trouble in opposition than in power. So
far as the Americans were concerned, he had not outlived his

usefulness.

Dr Brzezinski said American support for Israel was

less strong than it had been. But the Jewish community

remained an important force to be reckoned with in American

politics, and presented a major problem for the Administration
in this election year: both Governor Reagan and Senator Kenned

were making statements which sought to detach Jewish supporte

from President Carter.
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Future meetings

There was general agreement that it was desirable to

continue quadripartite discussion and co-ordination at all levels.
The meetings of political directors and the meetings of
ambassadors in Washington were both useful, and should be
continued. Meetings between the four '"Personal Representative
of the kind now in progress were no substitute for that process.
Nonetheless they had proved useful. The Heads of State and
Government could not themselves meet without publicity and
the creation of expectations; and, though Foreign Ministers
met, and should contime to meet when they could, some of the
same problems arose. The meetings of the four "Personal
Representatives' provided a means of contact between people
close to the Heads of State and Government concerned and had
proved to be useful. It was agreed that the four should meet
regularly - say, twice or three times a year - usually in

Europe - and could be prepared to meet at short notice, if

= particular situation suggested that the opportunity might be

useful. Sir Robert Armstrong said that he would welcome
his colleagues in London after the summer break, in the latter

part of September or early October.

Cabinet Office

24 June 1980




REVISED DKAFT DECLARATION OF THE

VENICE. SUMMIT

22nd and 23rd of June

INTROLUCTION

ilig A turbulent decade has ended, leaving us
a difficult 1legacy. Sudden, large increases in the
price of o0il have from time to time intensified worldwide
inflation, created new risks of a global recession,
and undermined the ability of developing and industrialised

countries alike to achieve more balanced growth.
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25 In this, the first Summit of the

1980's, we reaffirm our confidence in the

ability of democratic societies, based on

individual freedom and social solidarity,

to.meet these challenges.




g Ve are determined to establish

a sound basis for economic progress in the
1980's. We will have to make major improvements
in the structure of our economies to bring
this about. There are no quick or easy solutions;
sustained efforts are needed to achieve a

better future.




The centerpiece of our discussion
has been energy. It dis only one of many
problems facing the world, but without
solution to it, we cannot deal satisfactorily
with other problems; inflation, unemployment,
protectionism, monetary instability and the
threat of stagnation in the developing world.
We have discussed 211 these issues, and they
are all interrelated; but reducing our collective

demand for oil is necessary to the success

in the other areas and in particular to control-

ling inflation.




- II - INFLATION

5 The reduction of inflation is our
immediate top priority. Inflation retards
growth and harms all sectors of our societies.
Determined fiscal and monetary restraint
is required to break inflationéry expectations.
Continuing dialogue among the social partners
is needed for the same purpose. We 'must
retain effective international coordination
to carry out this policy of restraint, but
also to avoid a worldwide recession. A reduction

of inflation will benefit all nations, whether

industrialised or developing, oil-producing

or oil-importing.




6. We are also committed to encouraging

investment and innovation, so as to increase
productivity, to fostering the movement of
resources from declining into expanding sectors,
and to promoting the most effective use of
resources within and among countries. AThis
will require shifting resources from government
spending to the private sector and from consumption
to investment, and avoiding or carefully
limiting actions that shelter particular
industries or sectors from the' rigors of
adjustment. Measures of this kind may be
economically and politically difficult in
the short-term, but they are essential to
sustained non-inflationary growth and to
increasing employment which is our major

goal.




Tk In shaping economic policy, we
need a better wunderstanding of the long-term
environmental and other effects of population
growth, industrial expansion and economic

development generally. A study of global

trends in these areas is in hand and our

representatives will keep these matters under

review.
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8. Ve cannot achieve our economic
objectives, either nationzlly or in relation
to . world development, unless greater progress
is achieved in dealing with energy problems.
heart of the matter is that economic
policy is now constrained by the energy imbalance.
We need to weaken the 1link between ecoromic
growth and consumption of energy and,
particular, conserve oil. - To do this, we
must work together to use energy more efficiently,
conserve oil, improve market conditions,
increase the supply of coal, expand the use
of nuclear power, and hasten the development

of synthetic fuels and renewable sources

of energy. We ask all countries to join

in this effort.




9, We welcome recent energy decisions

of the European Coﬁmunity (EC), the International

Energy Agency (IEA) and the Organization
for Economic Cooperation and Development
(OECD)- regarding the nced for long-term structural
change to reduce o0il consumption, continuing
procedures to monitor progress, the possible
use of o0il ceilings to deal with tight market
conditions, and coordination of stock policies
to mitigate the effects of market disruption.
We note that the member countries of the
IEA have agreed that their energy policies
should result in their collective 1985 net
oil imports being substantially less than
their existing 1985 group objective, and
that they will quantify the reduction as
part of their continuing monitoring efforts.
The potential for reduction has been estimated
by the IEA Secretariat, given existing uncertain-

ties, at around 4 million barrels a day (MBD).




10. In order to encourzge energy investment
and the confidence that flows from sustained
economic activity, market forces should be
supplemented, where approprizte, by effective

fiscal incentives and administrative measures.

L—Dcmestic prices for oil should L_as Tar

as possible_7 reflect representative world
prices_?. Energy investment will contribute

substantially to economic growth and employment.




To conserve 0il in our countries:

- \e are agreed that no new Dbase
load oil-fired generating capacity should
be constructed, save in exceptional circumstances,
and that the conversion of oil-fired capacity

to other fuels should be accelerated.

- VWe will increase efforts, including

fiscal incentives where necessary, to accelerate

the substitution of oil in industry. ‘j Shal-

- We will encourage oil saving investments
in residential and commercial buildings,
where necessary by financial incentives and

e o T - -
by establishing insulation standards. Ve
look to the public sector to set an example.

- In transportation, our objective
is the introduction of increaéingly fuel
efficient wvehicles. The demand of consumers
and competition among manufacturers are already
leading in this direction. We will accelerate
thi;—;;gé;gés, where éé;ropriate, by arrangements
or standards for improved automobile fuel
efficiency, by gasoline pricing and taxa{;;;.

e
decisions, by research and development, and
by making public transport more attractive.

B




Al Our' potential to increase the supply
and use of energy sources other than oil
over the next ten years is estimated at the

equivalent of 15-20 MBD of oil. We intend
=

to make a coordinated, vigorous, effort to

realise this potential. To this end, we
will seek a large increase ‘in the use of
coal and enhanced use of nuclear power in
the medium-term and a substantial increase
in production of synthetic fuels and in sources

of renewable energy over the longer term.




1Sy We shall encourage the exploration

and development of our indigenous hydrocarbon

resources in order to secure maximum production

on a long-term basis.




14. Together, we intend to double coal

production and use by early 1990. We will
—_—

encourage long-term commitments by coal producers

and consumers. -It will be necessary for

both  exporting and importing countries to
improve their infrastructures, as far as
is economically Justified, to ensure the

required supply and use of coal.




157 We are conscious of the environmental
risks associated with increased coal production
and combustion. We reaffirm our pledge to
ensure that, as far as possible, increased

use of fossil fuels, especially coal, does

not damage the environment.




16. We look Torward to the recommendations

of the International Coal Industry Advisory

Board. They will be considered promptly.




15773 We wunderline the vital contribution

of npuclear power to a more secure energy
—
supply. The role of nuclear energy has to
be increased if world energy needs are to
be met. We will therefore have to expand
our nuclear capacity. We will continue to
give the highest priority to ensuring the
health and safety of the public and to perfecting

methods for dealing with accumulations of

spent fuel and disposal of nuclear waste.




il L We reaffirm the importance of ensuring

the reliable supply of nuclear fuel and minimizing

the risk of nuclear proliferation.




195 The studies made by the International

Nuclear Fuel Cycle Evaluation Group, launched
at the London Summit in 1977, are a significant
contribution to the wuse of nuclear energy.
Ve we;come their findings with respect to:
increasing predictable supplies, the most -
effective utilization of uranium sources,
including the development of advanced technologies
and the minimization of proliferation risks,
including support of International Atomic
Energy Agency (IAEA) safeguards. We urge
all countries - to take these findings into
account when developing policies and programmes

for the peaceful use of nuclear energy.‘




20. We will actively supﬁort the recommend-
ations of the International Energy Technology
Group, proposed at the Tokyo Summit last
year, for ©bringing new energy technologies
into commercial use at the earliest Tfeasible
time. . As far as national programmes are
cﬁncerned, we will by mid-1981 adopt =z two-
phased approach -- first, listing the numbers
and types of commercial scale plants to be
constructed in each of our countries by the
mid-1980's, and, second, indicating guantitative
projections for expanding production by 1990,

1995 and 2000, as a basis for future actions.

As far as international programmes are concerned,

we will join others in creating an international
team to promote collaboration among interested

nations on specific projects.




fenbs We are convinced that our comprehensive
energy strategy can curb the demand for energy,
particularly oil, without hampering growth.
We expect that, with this strategy, the ratio
between _increases in collective energy consumption -
and economic érowth of our countries will,
O\-IEI‘ the coming decade, be reduced to about
0.6, that the share of o0il in our total energy
demar}d will be reduced from 53 per cent now
to about 40 per cent by 1990, and that our
colléctive consumption gf 0il in 1990 will
be sufi‘.icjently below .present leve.ls to permit
a balance between supply znd demand at tolerable
prices. &’rogress will - be closely monitored
against these guidelines, while taking into

account developments in the supply of oil,

and our policies will be adjusted accordinglg




2 We continue to believe that international
cooperation in energy is essential. All

countries have a vital interest in a stable

equilibrium between energy supply - and demand.

fas-

Ve would welcome a constructive dialogue
on energy and vrelated issues between energy
producers and consumers in order to improve

the coherence of their policies.




= IV —

RELATIONS WITH DEVELOPING COUNTRIES

235 A The present and foreseezble difficulties
which threaten the world, both politi;:ally
anci econmically, make .more important than -
ever the relations lvaetween developed and
developing countries. These relations must

be based on the recognition of fundamental

interdependence and mutuality of interests

and on the need to further world peace.

A mutually advantageous relationship is an
essential element of our strategy for dealing

with the problems of the coming decade.




24. We approach in a positide and construct-
ive spirit the prospect of global negotiations
in - the framework of the Uﬂited Nations and
the formulation of a new International Develop-
ment Strategy. In particular, our object
is to coﬁperate with the developing countries
in energy conservation and development, gxpansjon
of exports, enhancement of human skills,
and th; tackling of underlying food and population

problems, in order to promote their continuing

growth. It is a common responsibility of

the industrialised nations, including the
Communist coﬁntries, as well as of the oil-
producing countries, to make sure that the

developing countries do not 1lack the means

of economic growth and of social progress.




255 Higher o0il prices and energy shortages
critically threaten the well-being of o0il-
importing developing nations. A major international

effort to help these countries increase their

energy producfion is required.




26. In particﬁlar, we ask the World
Bank to consider means, including the possibility
of establishing a new affiliate, by which
it might dimprove and increase its lending
programmes for exploration, development and

production of conventional and | renewable

energy sources in these countries. This

initiative should be explored with both oil-

exporting and industrial countries.

We strongly support the United
Nations Conference on New and Renewable Sources

of Energy.




275 We are -deeply consgious that extreme
poverty and chronic malnutrition afflict
hundreds of millions of people. We are ready
to join with developing countries and international
agencies in their comprehensive long-term
strategies to increase food production, to
improve both national and international research

services, and to expand -  food security systems.

We will support and, where appropriate, supplement

initiatives of the World Bank and of the
Food and Agricul tural Organization (FAO)
to improve grain storage and food handling
facilities. Ve underline the importance
of wider membershjp of the new Food Aid Convention
so as to secure at Jleast 10 million tons
of food aid annually and of an equitable
replenishment of the International Fund for

Agricultural Development.

L_We also encourage all donors
to meet the collective target of 500,000
tons for the International Food Reserve Programme.
We stress the desirability of an improved
grains agreement and measures to reduce fluctuations

in agricultural markets ._7




28. Higher priority should be given

to efforts to cope with population growth

and to existing United Nations and other

programmes for supporting these efforts.




28 We urge donor nations, including
oil-exporting countries, to make every effort

to maximise the flow of aid. We note the

inadeguate contribution of Communist countries

to world development. We recognise the major
role of private resource flows and the importance
of a suitable climate in encouraging direct

investment.




30. Ve strongly support the general

capital increase of the World Bank, increases

in the funding of the regional development
banks , and the sixth replenishment of the
International Development Association. Ve
would welcome an increase in the rate of
1§nding of‘ these institutions, within the
limité of their present replgnishments, vas
needed to fulfill the programmes described
above.

These replenishments are vital
to the economic well-being of developing
countries. It is therefore essential that
all members, particularly the major donors,
provide their full contributions on the agreed

schedule.




31. We welcome the report of the Brandt
Commission. We shall carefully consider
its recommendations. / We  believe a  North-

South Summit, as suggested in that report,

could be useful under appropriate circumstances

and at a suitable time_7.




- V - MOKETARY PROBLEMS

32 The situation created by large
oil-generated payments imbalances, in particular
those of oil-importing developing countries,
requires a combination of determined actions
by all countries to promote external adjustment
and effective mechanisms for balance of payments
financing. Ve look to the international
capital market to continue to play the primary

role in p#channeling these substantial oil

surplus funds on the basis of sound lending

—

standards. Private lending will . need to
—_—

be supplemented by an expanded role for international
institutions, especially the International
Monetary Fund (IMF). We are committed to
the implementation of the agreed increase
in IMF quotas, and support appropriate borrowing
by the Fund if needed to meet financing require-
ments of its members. We welcéme the IMF's
readiness to play a growing part in the financing
of payments imbalances. We encourage the
IMF to seek ways in -which it could, within .
its @guidelines on conditionality . make it

" more attractive for countries with financing
problems to use its resources. In particular,
we support the IMF's examination of possible
ways to reduce charges on credits to low
income developing countries.

The IMF should work closely with
the World Bank in responding to these problems.
Ve weléome the Bank's innovative lending
scheme for structural adjustment.

Ve urge oil-exporting countries

to help the recycling process by increasing their
direct lending to countries with financing problems
and thus reducing the strain on other recycling
mechanisms.




88% Ve ‘reaffirni our commitment to stability
in the foreign exchange markets. We recognise
that our efforts to improve the fundamental
conditions of our economies are essential
to it. We note that the European Monetary
System (EMS) has contributed to stability
in foreign exchange  markets. Ve will continue
close cooperation in exchange market policies
so as to avoid disorderly exchange rate fluctuations.
We will also cooperate with the IMF to achieve
more effective surveillance. Ve support
cont'inuin-g examination by the IMF of arrangements

to provide - for a more balanced evolution

of the world reserve system.




- VI - TRADE

34. In the 1980's we are resolved further

to strengthen the open world trading system
which has contributed so much to prosperity,
employment, and productivity in _ the last
thirty yearé. .To that end we will resist
pressures for protectionist actions, which
can . only be “self-defeating and aggravate

inflation.




35, We welcome the positive conclusion
of the multilateral trade nggotiations, and
commit ourselves to early and effective implement—
ation. In particular, we welcome the new
non-tariff codes. We welcome the participation

of some of our developing partners in the

new codes and call upon others to participate.

We also call for the full participation of
as many countries as possible in strengthening
the system of the General Agreement on Tariffs
and Trade (GATT) as a framework for trading
relationshjps anthes S 1880ls: We will seek
to make the GATT an increasingly effective
international trade instrument. Ve urge
the more advanced of our developing partners
gradually to open their markets over the
coming decade, in a manner commensurate with
their growing economic strength and with
their desire to ensure fuller integration

into the world trading system.




36. We also welcome the OECD Ministerial

Council's new trade declaration, including

its commitments to resist protectionism,
and seek further improvements in the world

trading system.




2V Ve reaffirm our determination to

avoid a harmful export credit race. To that
end we shall work with the other participants
to strengthen the International Arrangement
on Export Credits with a view to reaching
a mutually acceptable solution covering all
aspects of the Arrangement by 1 December
1980. In particular, we shall seek to bring
its terms closer to current market conditions
and reduce distortions in export competition,
recognizing the differentiated treatment

of developing countries in the Arrangement.




38. As a further step in strengthening

the international trading system, we commit

our governments to work / for one more year / in

the United Nations toward agreement to prohibit
illicit payments to foreign government officials
in international business transactions. L_If that
effort falters, we will seek to conclude
an agreement among our countries, but open

to all, with the same objective_7.




— VIII - CONCLUSIONS

39. At this Summit we have been conscious
of the seriousness of the problems facing
the world in the coming decade. Inflation,
unemployment, energy and development all
pose major challenges. The key to an effective
response is the greater effort to conserve
and produce more energy on which we have
agreed. That effort is essential if we are
to succeed in overcoming inflation and unemploy-
ment, and it will also reinforce the cooperation
we seek with developing countries on such
global problems as energy, food and population.
In pursuing this strategy we shall be able
to draw on the remarkable potential of our
democratic societies and meet the challenges
of the coming decade to our own advantage

and the benefit of the whole world.




PRESS STATEMENT ON HIJACKING

/ At the reouest of the Heads of State and
Government who participated in the Summit, 1, in my
capacity of chairman of the meeting, am pleased to
make the following statement which concerns the
declaration on air-hijacking issued in Bonn in July

1978. 7

The Heads of State and Government expressed
their satisfaction at the broad support of the international
community for the principles set out in the Bonn
Declaration of July 1978 as well as in the international
Conventions dealing with unlawful interference with
civil aviation. “he increassing adherence to these
Conventions and the responsible attitude taken by
States with respect to air-hijacking reflect the fact
that these principles are being accepted by the
international community as a whole.

VWhile enforcement m=asures under the Declaration
have not yet been necessary, the Heads of State and
Government emphasize that hijacking remains a threat
to international civil aviation and that there can be
no relaxation of efforts to combat this threat. To
this end they look forward to continuing cooperation
with all other govermments.




DreFI DECLARATION ON TAE TAKING OF
DIPLOMATIC HOSTAGES

Gravely concerned by recent incidents of
terrorism involving the taking of hostages and attacks
on diplomatic and consular premises and personnel, the
Heads of State and Government reaffirm their determination
to deter and combat such acts. They note the completion
of work on the International Convention ‘gainst the Tzking
of Hostages and call on all States to consider becoming
parties to it as well as to the Convention on the Frevention
and Punishment of Crimes Against Internationally Protected
Persons of 1973.

The Heads of State and Government vigorously
condemn the taking of hostages and the seizure of diplomatic
and consular premises and personnel in contravention of
the basic norms of international law and practice. They
declare that their Governments will also cooperate for
the purpose of bringing the perpetrators of such acts
to justice. The Heads of State and Government urge all

Governments to adopt policies which will contribute to

the attainment of this goal and to take appropriate
measures to deny terrorists any benefits from such criminal
acts. They also resolve to provide to one another's
diplomatic and consular missions support and assistance

in situations involving the seizure of diplomatic and
consular establishments or personnel.

The Heads of State and Government recall that
every State has the duty under international law to
refrain from organizing, instigating, assisting or
participating in terrorist acts in znother State or
acquiescing in organised activities within its territory
directed towards the commission of such acts, and deplore
.in the strongest terms any breach of this duty-.




DRAET STATEMENT ON REFUGEES

We are acutely conscious of the
human suffering caused by the flow of refugees.
We - pledge ourselves to Jjoin with others in
supporting refugees and in assisting their

resettlement.

We call on those countries that
are responsible for the problem to eliminate

the causes of this human tragedy.
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BY TELHO 27.

STATEMENT ON REFUGEES.

THE HEADS OF STATE AND GOVERMMENT ARF EPLY CONCERNED AT THE
PLIGHT OF TUE EVER-IMCREASING HUMAER OF REFUGEES THROUSHGUT THE
WORLD. HUMEREDS OF THOUSANDS HAVE ALREADY LEFT THE INDOCHINESE

ENIRSULA AND CUBA, IMGHY OF THEM TAXING THE RISK OF FLEEING
ACROSS THE OPEN SEAS. PAKISTAN HAS IECEIVED ALMOST OKE HILLION
KEFUSEES SROM AFCHANISTAN, M AFRICA REFUGEES NUNBER SEVERAL
MILLIONS, /

THE HEADS OF STATE AMD GOVERNMENT NOTE WITH GREAT REGRET THAT
THE REFUGEZE POPULATICH CONTINUES TS GROW AND THAT, DESPITE MAJCR
INVERNAT IONAL RELISF SFFORTS, THEIR SUFFERING CONTINUGS. THEY PAY
TRIBUTE TS THE GENEROSITY AND FORE3EARANCE WATH WHICH COUNTRI
THE RIZICHD AFFECTED HAVE RECEIVED REFUGEES. FOR THEIR PART,
SOUNTRIES REPRESENTED AT THIS SUMMIT HAVE ALREADY RESPONDED
SUBSTANTIALLY T2 AZPEALS FOR ASSISTANGE TO AUD RESETTLEYENT CF
REFUGEES, THEY WILL CONTINUE TO 0D 50, SUT THZ)R RESOUR
MLIAITED. THEY APESAL TO CTHERS:TO JOIN WATH THEW IN HaLplHd
RELIEVE THIS SUFFERING

LIS




CRELIEVE THIS SUFF e

BUT, HOWEVER SREAT THE EFFCRT OF THE |4TE} TI0NAL CONSUNITL,

WILL BE DIFFIGULT TC SUSTAIN IT INDEFINITELY. THE PROILEN OF RE
HAS TO 2Z ATTACKED AT ITS ROOT.

. THE HEAUS OF STATE AND GOVERNMENT THEREFORE MAKE A VIGORCUS
APPEAL TO THE GOVERNMENTS RESPONSISLE FOR IT TO REMOVE THE CA
OF THIS WIDESPREAD HUMAN TRAGEDY AND HOT TO PUSSUE POLIGIES WHI
DRIVE LARGE NUMBERS OF THEIR FEOPLE FROM THEIR OWN COUNTRIRS.

FCO FLEASE PASS

EILBECH
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MY TELNO 27,
STATEMENT ON THE TAKING OF DIPLOMATIC HOSTAGES

GRAVELY CONCERNED 3Y RECENT INCIDENTS OF TERROR ISM IMVOLVING
THE TAKING OF HOSTAGES AND ATTACKS 0N DiPLOMATIC AND CONSULAR
PREMISES AND PERSONNEL, THE HEADS OF STATE AND GOVERMNENT REAFF [RM
THE IR DETERMINAT ION 1O DETER ARQ_CUMBAT SUGH ACTS. THEY NOTE THE
COMPLET IO OF WORK ON THE [IMTERMAT IOMAL CONVENTION AGAINST THE
TAKING OF HOSTAZES AND CALL ON ALL STATES TO CONSIDER BECOMING
PARTISS TO IT A3 #ELL AS TO THE CORVENT IO ON THE PREVENT[CN AND
PIHISHMENT OF CRIMES AGAIWST INTERNAT IONALLY PROTECTED PERSC
1973,

THE MEADS OF STATE A4D GOVERMMENT VIGOROUSLY CORDEHN THE
OF HOSTAGES AND THE SEiZURE OF IPLOWAY IC AND CONSULAR PREW
PERSONNEL IN COMTRAVEANT [0 OF THE BASIC NOKNS OF INTERNAT LOMAL
AXD PRACT ICZ, THE HEADS' OF STATE AND GOVERHMENT FEEL IT NECES
THAT ALL GOVIRNMEATS SHOULD ADUPT FOLICIES WHICH WILL CON
Tde ATTAINMENT OF THIS GOAL AND TO TAXKE APPROPRIATE MEASURES T
TERRORISTS ANY RSweF TS FROM SUCH CR I INAL AGTS. THE
FROVIDE TO- OME ANOTHER’S JIPLOMATIC Ml CONSULAR M




ROV IDE 0 ONE ANOTHER'S 2IPLOMAT IC AND CONSULAR 11 1SS10HS SUPFGHT
ASS [STANGE (4 S ITUATIONS INVOLYING THE SEIZURE OF DIPLOMATIC AL
CONSULAR ZSTABLISHNENTS OR PERSONNEL,

THE HEADS OF STATE AD GOVERNMENT REGALL THAT EVERY STATE Has
DUTY UNDSR [NTERMAT IOKGL LAW TO REFRAIN FROM ORGAWIZING, INSTIGATIN
ASS1GTING OR PARTICIPAT (NG 14 TERRORIST ACTS IN ANOTHER STATE OR
ASQUIZSC ING IN ORGAVISED ACT IVITIES WITHIN (TS TERRITORY DIRECTED
TOWARDS THE COMMISSION OF SUGH ACTS, AWD DEPLORE I8 THE STROMGEST
TERMS ANY BREACH OF THIS DUTY.

FCO PLEASE PASS

EILBECK
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INFO PRICRITY BONN, PARIS, OTTAWA, TOKYD, WASHINGTON, UKDEL NATC,
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Y TELNO) 27
STATEMENT 0% HIJACKING.

THE HEADS OF STATE AND GOVERGMENT EXPRESSED THEIR SATISFACTION [
THEZ SROAD SUPFORT OF THE INTERWATIGHMAL COMMUNITY FOR THE PRINTIFLES
SET GUT 1% THE BONN DICLARATICH OF JULY 1578 AS WELL AS 1IN THS
INTERNAT 1GMOAL COKVENTICHS DEALING WITH UNLAWFUL INTERFERENCE ATh
QIV|L AVIATION. THE INCREASING ADAERENCE TO THESE CONVENTICHS ARD
{HE KESPONS|TILE ATTITUDE TAKEN 3Y STATES WITH RESPECT TG AlF
flJacxln" REFLECT THE FAGT THAT THESE FRINCIFLES ARE BEING A
3Y IHF INTERWATIONAL CCMMUNATY AS A WHOLE, =
) |HE\h:nuS OF STATC AND GOVERUMENT EMPHASIZE THAT HIJACHI
?—MAIN; A THREAT TO INTERNATIONAL CIVIL AVIATION AND THAT T
€ NO RELAXATION OF EFFORTS TO COMBAT YHIS THREAT. TO THlS :
LCOK FORWARD TO COMTINUIHNG CO~OFERATION WITH ALL GTHER GG;:!? i 5.
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THIRD SESSION OF ECONOMIC summIT ON 23 JUNE, 198D AT
1000 HOURS.

At the Session on 23 June 1980 at 1000 the Summit considered
a revised draft declaration on economic matters, prepared by Personal
Representatives in the light of discussion at the meeting the previous
morning. A copy of the revised draft is attached to these minutes.

Signor Cossiga (Chairman) invited the meeting to start by
looking at the draft declaration, so that the meeting could conclude
and define the texts. There should not be a great deal to discuss;
but Personal Representatives had indicated in square brackets a
number of places where decisions remained to be taken by Heads of
State and Government.

The meeting first considered the passage square bracketed in
paragraph 7, which read:-

"To this end, maximum reliance should be placed on the price

mechanism, and domestic prices for oil should reflect

representative world prices."

Mr. Trudeau (Canada) said that this passage would create
considerable political and constitutional difficulties for him in
Canada, where there were problems as between one oil-rich Province

and the Federation as a whole; it also seemed to him illogical,

if the Summit meeting was arguing that OPEC prices were unjustified,
to lay down that domestic prices for oil should be closely tied to
world prices. He could live with any one of three possible
reformulations of the sentence:

(a) "To this end, maximum reliance should be placed on
market forces'.

(b) "To this end, maximum reliance should be placed on the
price mechanism, and representative world prices should
be an important factor in determining domestic prices
for oil".

(¢) The text as drafted, with "take into account' substituted
for Yreflect!'s S i

In discussion it was argued, by President Giscard in particular,
that any of these reformulations would look like a step backward

/ from




from the Tokyo declaration. After discussion, however, it was

agreed to accept Mr. Trudeau's third reformulation.

President Carter (United States) then noted that five of the
seven countries represented had reduced their oil imports in line with

the goals set at Tokyo. It would be interesting and helpful to
kmow what plans Japan and Canada had for coming within those goals.

Sl
—_——

President Giscard (France) stressed the importance of renewed
efforts to fulfil import ceiling commitments.

Mr. Okita (Japan) said that Japan had achieved its goals for
1979, She had made a 5 per cent savings in oil consumption in 1979
and expected to achieve a further 2 per cent in 1980. Total oil
consumption in Japan was roughly at the level of 1973 despite a
30 per cent growth in national gross domestic product. The Japanese
Government was following a strict conservation policy, and Japan
expected to achieve her target.

Mr. Trudeau said that Canada had achieved its target for 1979.
Her target for 1980 was net imports of 150,000 tonnes a day,
representing the net difference between imports of 600,000 tonnes and
exports to the United States of 450,000 tonnes. The economic slow
down in the United States meant that Canada would be exporting less
than 150,000 tonnes to the United States, and the International
Energy Authority (IEA) had therefore estimated that net Canadian
imports would be 162,000 tonnes. The Canadian Government were,
however, confident that Canada would reach its target, because the
economic slow down would reduce Canadian demand, and Canada was
increasing the substitution of domestic gas for imported oil.

The meeting turned to paragraph 16 of the draft commuique.
Chancellor Schmidt (Federal Republic of Germany) said that he was
not happy with either of the proposals between which the meeting was

asked to choose. There were plenty of specialists discussing

/energy




A AT PRy
(\.vﬁ"-z‘ ) Vi AL
-3

energy all over the place. All that either proposal would do was to
create a new international bureaucracy, adding to the consumption

of paper and the costs of international meetings. In his view
existing methods of monitoring progress in energy were totally
satisfactory.

Mrs. Thatcher (United Kingdom) suggested that the whole
paragraph should be deleted. As she understood it, under the
existing arrangements Personal Representatives were already able to
review these matters and did so. If her colleagues wished to say
anything, she preferred the second alternative.

President Carter said that, since energy matters were highly
technical, he did not think that the Personal Representatives
could be expected to handle it; he therefore preferred the proposal
for a high level group of representatives.

Mr. Trudeau was prepared to accept either text.

President Giscard suggested that the meeting should follow the
precedent set in Tokyo, though the monitoring group should not on
this occasion be asked to work within the OECD.

The meeting agreed that paragraph 16 should read:

A high level group of representatives of our countries and of
the EC Commission will review periodically the results achieved
in these fields."

President Giscard asked whether Ministers of Energy had been able
to discuss the attitude to be taken to purchases of consignments of
0il for which exceptional prices were demanded on dubious grounds.

He recalled that Iran had tried to sell oil at excessive prices and
had generally succeeded in finding purchasers.

President Carter said that natural gas purchasers faced almost
equal problems, because producer countries were seeking to base their

f.0.b. prices on equivalent oil prices. That beasis ignored much

/ higher




higher transport costs for natural gas and would therefore drive
prices to exorbitant levels.

Count Lambsdorff (Germany) agreed that it would be very
dangerous if f.o.b. prices for gas were related to oil prices.
The Norwegians were showing signs of seeking to establish such a
link. As to exorbitant crude oil prices, a definitive solution had
not been found; but the matter had been discussed in the IEA and in
the European Community, and the co-ordinated response to exorbitant
demands by Iran had been relatively successful. This depended on
close and personal contacts among energy Ministers.

Mr. Okita said that Japan had refused to buy a consignment of
0il for which the Iranian Government had sought to raise the price
from $32.50 to $35 a barrel. The result had been a total cut off of
supplies of Iranian oil to Japan and the loss to Japan of
530,000 million barrels a day. So far the Japanese had been able to
continue to hold the line, in consultation with the United States and
British Governments and others. They would like to continue the
practice of close consultation to avoid exorbitant price increases.

Chancellor Schmidt said he would not be against a cartel of

0il consumers or gas importers. Indeed he had proposed such a cartel
six years ago, but nobody would listen. The consumers needed to find
the power to deal with a producers' cartel. OECD had not been able
to establish unity on this, because some members were not net
importers of oil. Looking into the future, he foresaw a time when
gas exporters would succeed in getting their prices to the same levels
as those demanded for oil by the oil exporters. It was only a
question of time until technology made possible production of gas and
liquid fuels from coal. At that point coal exporters would go the
same way as the gas exporters and oil exporters. No doubt exporters
of nuclear fuel would in due course go the same way. The consumers
were picked off because they did not have the will or the skill to
pool their energy demands and organise themselves. So the only way
to force industry, domestic consumers, and car manufacturers and users
to accept the implications was to make sure that increases in oil

/ prices




prices were carried through to the final products. He would be
interested in exploring the subject of a consumers' cartel, but he
feared that it was too late.

M. Giraud (France) said that he thought that it would be wrong
to equate o0il, gas and coal,. If we did that, there would be a
danger that we should be erecting our defences in the wrong places.
Gas and oil did not compete directly, and gas prices would not
necessarily follow in the wake of oil prices. Economic realities
meant that there would be a distinction between crude oils with a
high petrol content and those with a low content, and the real
competition would be between heavy 0il, coal and nuclear power.
Moreover, owing to the nature of the supply system, it was difficult
for a gas seller to change his customers; it should therefore be
easier to achieve solidarity among gas consumers. As to coal
that was labour intensive, and producers would not be able to stop
producing, since they would need to continue to produce income for
their labour force.

Mr. Howell (United Kingdom) agreed with much of what had been
said by Count Lambsdorff. There had been some cooperation between
energy Ministers on oil prices, and that had to some extent worked in
favour of stabilising prices. It was desirable to build on that
cooperation. But there was a limit to the extent to which individual
companies could take the burden of refusing supplies at exorbitant
prices. The difficulty was that, once a company had established a
firm relationship with a producer, it was reluctant in the present
state of the market to do anything which interfered with that
relationship. There remained matters in which it would be
desirable to consider how consumers could organise themselves against
producers: for instance, OPEC had now fixed $37.00 a barrel as a
maximum ceiling, and it might be possible to concert the reaction to
producers who sought to charge a premium on top of that.

Signor Cossiga (Italy) said that Italy had resisted Algerian
efforts to push up gas prices to roughly that of oil prices. Gas
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purchasers needed to be in close consultation together so as to
stop gas producers from raising their gas prices to the level of

0il prices. It might be easier to organise against gas producers
than against oil producers: oil consumers had been divided among
themselves, and a cartel of consumers might have undesirable effects
on the more moderate producers.

The meeting turned to the square brackets in paragraph 19,
where Heads of State and Government were asked to choose between
a sentence which said that the industrialised countries must share
the responsibility of aiding the development countries with the
"0oil exporting countries and the communist countries' or with
""countries which have the means to share it especially oil exporting

countries'.

Mrs. Thatcher said that, for reasons which she had made clear
in discussion the previous day, she preferred the second alternative,
b ut would accept an additional sentence which would read:

"We note the inadequate contribution of the communist countries

to the developing world.,"
«

Chancellor Schmidt said that he could live with what Mrs. Thatcha
had proposed. Perhaps it did not matter very much what was said,
since there was no danger whatever of the Russians coming into the
business of helping the developing countries. But the meeting had
to have regard to the forthcoming debate in the United Nations. He
would like to note the inadequate contribution of the communist

countries "with disgust™ or some such words. He would also like to
make it clear to the developing countries that they could not expect
to get aid from the industrialised countries and then turn to the

Russians for arms: they could not face both ways, and should at least
be non-aligned. Finally, the Chancellor thought that development
aid should be concentrated on helping countries to build up their
agriculture.

/ President Giscard




President Giscard said that there were two different ideas to be
got across; the first was that the aid burden should be fairly
shared between industrialised countries of the West, oil exporting
countries and the industrialised communist countries; and the
second was to see how Western aid donors could step up their efforts
to the developing democracies. He proposed that Personal
Representatives should be charged with the duty of seeing how an
operational edge could be given to the views which had been expressed
in the course of discussion about the need to share the burden of
aiding the developing countries.

Mr. Trudeau agreed with President Giscard. It would be
valuable to seize a psychological advantage in the United Nations in
proposing a sharing of the burden. That should extend to the
communist countries, even if they would not in practice take it on.
Admittedly they would try to use aid as a vehicle for increasing
political influence, but we should have to accept that, if we wanted
them to carry any considerable part of the burden.

Mrs. Thatcher said that she disagreed fundamentally with
Mr. Trudeau. The West would be building up large political problems
for itself if it encouraged communist countries to give aid which
would be tied with political strings.

Chancellor Schmidt was inclined to agree with President Giscard.

He went on to say that the disagreement that had emerged in the
discussion of this point underlined the fact that the industrialised
countries could not go on for much longer without a thorough analysis
of what was at stake in the developing world. He suggested that
this issue should be a specific topic at the next Summit meeting,
under the chairmanship of Mr. Trudeau. A fundamental study should be
put in hand to serve as a basis for that discussion and to provide a
coherent policy as a replacement for the pragmatic policies hitherto
followed. The industrialised countries needed to find a concept of
development aid which made sense to the people who are asking for a
New International Economic Order. These people had no idea what
they meant by that; but we had no concept to suggest in its place.

/ After
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After discussion the meeting agreed to delete the existing
last sentence of paragraph 19 and to insert a new paragraph, after
the existing paragraph 25, to read:
"The democratic industrialised countries cannot alone carry the
responsibility of aid and other contributions to developing
countries: it must be equitably shared by the oil exporting
countries and the industrialised Communist countries. The
Personal Representatives are instructed to review aid policies
and procedures and other contributions to developing countries
and to report back their conclusions to the next Summit."

The meeting turned to paragraph 25 of the draft declaration,
and to the square bracketed sentence indicating a belief that a
Summit attended by Heads of State and Government of developed and
developing countries as suggested in the Brandt Report could be
useful under appropriate circumstances and at a suitable time.

President Carter said that he did not favour a Summit of the
kind proposed unless there was some prospect of it being successful;
he would prefer to delete the sentence.

President Giscard agreed with President Carter. It was not
necessary for the Seven countries represented to take a position,
and it might create problems.

Chancellor Schmidt, Mr. Trudeau, Mr. Okita and Mrs. Thatcher
all agreed to the deletion of the paragraph, while registering that,
if such a Summit was convened and they were invited, they would attend

The meeting agreed that the sentence should be deleted.
The meeting turned to paragraph 32 of the draft declaration on
elicit payments to foreign government officials in international

business transactions.

/ President Carter




President Carter said that the United States Administration

were much concerned about bribery in the buying and selling of arms

and other equipment. The United States ;;;_E;;_?;EE_E?_EETTF in
—this respect, thouph recent Congressional legislation had improved

the situation to some degree. The United Nations had been discussing

the matter for more than EEE_XEer; American demands to bring the

discussion to a conclusion had not so far been successful. They

would therefore like to set a deadline for United Nations discussions,

and to see a joint approach by the major trading nations if the

United Nations' discussions were unsuccessful.

Mr. Okita and M. Monory (France) feared that any threat of a
deadline would damage the prospects for reaching a conclusion in the

United Nations, which must be the first objective. They would

therefore prefer to delete both the sets of words in square brackets.

President Carter suggested that the words 'for one more year'
should be deleted, thus removing the deadline; but that the
declaration should state that, if the effort in the United Nations
failed, the Seven countries represented at this meeting would seek to
conclude their agreement.

President Carter's proposal was accepted and the meeting
accordingly agreed to the deletion of the words 'for one more year'
in the first sentence of paragraph 32, and confirmed that the second
sentence should be included in the final text.

The Meeting agreed that the third sentence of paragraph 33 of
the draft declaration should be moved so as to follow, rather than
precede, the sentence which now came after it; and that the last
sentence of the paragraph should be taken out into a new paragraph,
with the deletion of the opening words "In this spirit".

Signor Cossiga said that, with the amendments agreed in
discussion, the draft declaration was approved by the meeting.
The concluding Press Conference would be held at 3.30 p.m.

President Giscard asked that the Press Conference should
not be held until a French text was available. Signor Cossiga

/ said




said that it was the custom of Summit meetings to work on the
English text as basic, leaving translations into other languages

to be agreed between national delegations and the Presidency.

Chancellor Schmidt said that he would not wish any impression
to be created that English was in any sense the official language of
these Summit meetings. It was simply that the participants
conferred in English as a matter of convenience. Signor Cossiga
said that his words had not been intended to consecrate English as
the official language of the Summit but merely to follow past practice.

Signor Cossiga closed the meeting at about 1.00 p.m.

26 June, 1980.
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C MIPT 3 AFGHANISTAN AND RELATED ISSUES.

IN SEEKING HERE I VENICE TO DEF [NE A GLOBAL ECONOMIC STRATEGY AND
TO SHOW OQUR UMITED DETERMINATION TO MAKE IT A KEALITY, WE ARE
CONSC I0USLY ACCEPT 145 THE RESPONSI5ILITY THAT FALLS TO THE THREE
GREAT INDUSTRIALISED WREAS OF THE WORLD — NORTH AMERICA, WESTERN
EUROPE AND JAPAW — TO HELP CREATE THE COHDITOYS FGR HARMONIQUS AHD
SUSTA INED ECONOMIC GROWTH. BUT WE CANNOT DO THIS ALONE: OTHERS TOO
HAVE A PART TO PLAY.

HOWSVER, PRESENT CIRCUMSTANCSS OBLIGE US TO ZMPHASISE THAT OUR
EFFORTS WILL ONLY 3EAR FRUIT IF WE CAN AT THEZ SAME TIME PRESERVE A
WORLD IN WHICH THE RULE OF LAW 1S UNIVERSALLY OBEYED, NATIOMAL
INDEPENDENGE 1S RESPECTED AND WORLD PEACE IS XEPT. WE CALL ON ALL
COUNTRIES TO JOIw US I WORKIHG FOR SUGE A VORLD AMD WE WELCOME TiE
READ INESS Or NON-AL IGNED COU\TPIn CAND REGIONAL GROUPS TO ACCEPT




THE RESPONS 1BILITIES WHISH THIS 14VOLVES, g

WE THEREFORE REAFF IRM HERESZY THAT THE SOVIET MILITARY ’IvL-‘C'J'PATI"ﬁ
OFf AFGHANISTAN 1S USNACEPTAJLE HOW AND THAT WE ARE DETSHMINED ROTTIO
AGCEPT IT IN THE FUTURE. [T IS INCOMPAT IZLT WITH THE WILL OF THE
AFGHMAN PEGPLE FOR NATIGNAL INDEPENDINCE AS DEMONSTRATED N ITS
COURACEOUS RES ISTANCE AND WITH THE SECURITY OF THE STATES OF TRE
REGION. IT 1S ALSO IRCOMPAT 13L& WITH THE PRINCIFLES OF THE UNITED
NATIONS CHARTER AND WITH EFFORTS TO MAINTAIN GEMUINE DETERTE. IT
UNDERM [NES THS VERY FOUYDATY IONS OF PEACE, BOTH IN THE REGION &8D N
THE WORLD AT LARGE.

YE FULLY ENDORSE IN THIS RESPECT THE VIEWS ALREADY ZXPRESSED BY
THE OVERWHELMING MAJORITY OF THE [NTERNAT IONAL COMMUNITY, AS SET OUT
BY THE UNITED WAT IONS GEMERAL ASSEMBLY I[N RESCLUTION 40 ES-6/2 OF
14 JANUARY 193D AND 8Y THE ISLAMIC CONFERENCE AT BOTH ITS RECENT
SESS 10NS,

AFGHAY ISTAN SHOULD 3% ENABLED TO REGAIN THE SOVEREIGNTY,
TEERITOR 1AL INTEGRITY, POLITICAL INDEPENDENCE AND MON-AL IGNED
CHARACTER IT OHCE ENJOYED. WE THEREFORE CALL FOR THE COMPLETE
WITHORAWAL OF SOVIET TROOPS AND FOR THE AFGHAN PEOPLE TO BE LEFT
FREZ AGAIN TO DETERMINE THE IR OWN FUTURE. QMLY THUS WILL IT BE
POSSIBLE TG RE~ESTABLISH A SITUATION CONPATIBLE WITH PEACE AND THE
RULE OF LAW 4ND THERESY WITH THE [NTERESTS OF ALL MATIONS,

WE HAVE TAKEN MOTE OF TODAV'S ANNOUNCEMENMT OF THE WITHDRAWAL OF
SOME SOVIET TROOPS FROM AFGHAMISTAN, [N ORDER TO MAKE A USEFUL
CONTR IBUT {ON TO THE AFGHAN CRISIS, THIS WITHDRAWAL, IF CONFIRMED,
WILL HAVE TO 8% PERMANENT AND CONT IHUE UNTIL THE COMPLETE WITHDRAWAL
0F THE SOVIET TRCOPS.

W3 ARE RFSOLVED TO DO EVERYTHIKG IN OUR POWER TO ACHIEVE THIS.

WE ARE ALSO READY TO SUPPORT ANY INITIATIVES TO THIS END, SUCH AS
THAT OF THZ ISLAMIC CONFERENCE. AND WE SHALL SUPPORT EVERY EFFORT
DESIGNED TO COMTR IBUTE TO THE POLITICAL INDEPENDENCE AND TO THE
SECURITY OF THE STATES OF Tad REGIONG

THOSE GOVERXMENTS REPRESENTED AT THIS MEETING WHICH HAVE TAKEN
POSITION 4GAINST ATTIANDANCE AT THE OLYMPIC GAMES VIGORGUSLY REASEI&M
THEIR POSITIONS.

FCO PLEASE PASS
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' @ D1SCUSSION BETWEEN ENERGY AND FINANCE MINISTERS AT 3.00 PM ON
oo Mgase SUNDAY 22 JUNE

{§%7

Part I:
ENERGY

Pandolfi (Italy in the chair) said that at their meeting in
the morning the Heads of State and Government had (a) emphasised
the need to break the link between economic growth and the use of
0il, (b) made the point that it was necessary to define the attitude
of the Summit countries towards the OPEC countries with equilibrium
and wisdom, (c¢) noted a French suggestion that a high-level group
be set up to monitor progress on energy measures and (d) agreed that
specific problems between the energy field and the general economic
field notably recycling needed examination.

Bisaglia (Italy) said that it was necessary to consider how
coal production and use could be increased, a big effort made in
the nuclear field and talks with the oil producing countries
developed bearing in mind that there were differences of view between
producing countries and that it was important to avoid confrontation.
Italy was willing to play her part in examination of these problems:
but her economy depended heavily on oil and her ability to reduce oil
imports depended on her scope for reducing oil consumption. There
was scope for action on the conversion of oil fired plant to coal
and the development of nuclear power. The present coalition
Government would be able to take concrete steps forward.

Lambsdorff (FRG) said that the Seven countries were agreed
in their analysis of conditions on the energy market. A draft
communique had been largely agreed between officials but on the
basis of political decisions. Public opinion would expect the
decisions of the Venice Summit to show continuity with the discussions
at Tokyo, in the IEA and the European Community. Any approach to
the 0il producing countries should cover those like Mexico who were
not members of OPEC. After the Tokyo Summit work had been carried
forward in the European Community and the IEA. As for the suggestion
of a high-level group, to monitor progress the Summit might instruct
Personal Representatives to submit material regularly to future

Summits.

/Giraud(France)




Giraud (France) said that the communique needed to bring out more
sharply the points which mattered. The Summit should be very critical
of repeated successive and excessive rises in oil prices but should
distinguish between the moderate and the hard line OPEC countries. The
communique should say that the objective must be to break the link between
the rate of growth and the level of oil imports and should then contain
a succinct statement of how to obtain results. A high-level group should
be set up to monitor progress. The French delegation had prepared a non-
paper as an illustration of what they had in mind.

Duncan (USA) thought it essential to retain the full draft
communique prepared by officials. The French suggestion of a high-level
monitoring group was worthy of consideration. Such a group might engage
in discussion of an energy strategy (including relations with the OPEC
countries) for the Summit countries.

Sasaki (Japan) supported Count Lambsdorff's views on the communique
and the monitoring group. It was necessary to watch the oil price
situation including premia after 1 July to see what the Algiers decision
meant. He hoped it would prove a first step towards a unified price
structure.

Howell (UK) underlined the extreme seriousness of the situation
in world oil and energy markets. Real oil prices had increased by 47%
since Tokyo. No economy could absorb a continuation of that rate of
increase in such a basic commodity. Constructive work had been done
in the IEA and the European Community on medium and long-term policies.
(But there was a serious medium-term worry about the switch of the Soviet

bloc from net exporter to net importer). The adjustment process would

take time. It was essential to adhere to certain vital principles
notably price realism: and to consider whether OPEC was a cohesive force.
The communique set out the elements of a coherent strategy but was too
long. It might make more impression if the detail were put into an

annex and a short statement of the main points included in the communique
itself. He agreed with Count Lambsdorff's suggestion that Personal
Representatives should submit regular reports to future Summits in the
energy sector.

/Lalonde (Canada)




Lalonde (Canada) thought the French non-text much sharper and
better than the draft communique although the point about environmental
considerations in paragraph 15 of the long draft should be added. To
raise the question of domestic prices at this Summit was inconsistent
with the view that recent OPEC price increases were unjustified.

Jenkins (EC Commission) said that it would be procedurally
very difficult to abandon the draft communique at this stage. The
references in it to the Algiers decision and the need to break the link
between economic growth and the consumption of oil should be
strengthened. He tended to agree with Count Lambsdorff about the
monitoring group. Its establishment could cause difficulties with
those members of the Community and the IEA who were not at the Summit.

In further discussion Giraud urged that a tabulated statement
should be prepared showing the extent to which the French non-paper
covered the points in the longer draft communique. The majority view
was however clearly against this. It was eventually agreed with the
French not dissenting that Personal Representatives should be asked to
examine the French non-text to see if there were any points in it
which could usefully be incorporated into the draft communique and to
consider whether that draft could be strengthened in the other ways

suggested in the discussion.

24 June 1980
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MEETT Og FINANCE AND ENERGY MINISTERS AT 3 PM ON SUNDAY,
22 1980

PART 2: NORTH/SOUTH DIALOGUE AND MONETARY PROBLEMS
The second half of the meeting was devotedau tour de table
covering the North/South dialogue and monetary problems.

Pandolfi (in the Chair) mentioned four topics which emerged
from the mid-morning's meeting of Heads of State and Government:

although the countries represented at the Summit
were the only ones making & serious effort to
achieve recycling, while OPEC and COMECON were doing
nothing to help, nevertheless criticism by the
developing countries was focussed on those same
Summit countries. Some firm language would be
needed in the Communique about this;

there was a question how far recycling could be
achieved by the existing international organisations,
and what scope there was for a new IBRD affiliate;

a distinction should be drawn between the general
approach to the North/South dialogue, for example
in the UN, and the guidelines for the specific
activity of the IMF, IBRD, etc.;

it might be useful to define further the treatment
of the specific rules of the different institutions.

Lambsdorff (Germany) emphasised the need to help ldcs
to develop their own energy sources, and
to develop markets for their industrial goods in the industrialised
countries. This point was mentioned in the trade section of
the Communigque, but merited inclusion also in the section about
relations with developing countries. (At this point Lambsdorff
left the meeting.)

/ Miller (USA)




Miller (USA) in a wide-ranging intervention, in which he
listed an agenda which ranged well beyond the present Summit,
saw a triangular problem involving industrial countries, ldcs
and OPEC - and perhaps even COMECON as well - all of whom would
need to be involved in recyecling an effective international
economic co-operation. Efforts should be made to achieve
recycling as far as possible with existing resources, and at the
same time we should look for ways of increasing the resources
available in future for this purpose. The INF would need to
adapt if it was to cope with the extent and time-scale of the
adjustment that would be needed. Niller pointed to the need
for further reschedulings of outstanding debt, and suggested
that the surplus countries should make additional grants to
“alleviate the load of debt. He saw risks in the suggestion of
a two-tier oil price system for the benefit of ldes, but favoured
loans to ldes from OPEC on concessionary terms.

On the international banking system, Miller suggested efforts
to improve the maturity match between OPEC deposits and the loans
made by the banks (many of them to developing countries). He
agreed that more consideration should be given, as Chancellor
Schmidt had suggested, to the supervision and control of the
Buro markets; but it would not be appropriate to put anything
into the Communigue about a possible safety net for banks engaged
in intermational lending. He acknowledged that the world was
moving towards a‘multi-currency reserve system and wondered
whether this process should be left to the markets or whether
Governments should attempt to impose some: structure on it.

lMonory (France) thought the Communique correctly reflected

the economic priorities — particularly the struggle against
inflation - agreed by the Heads of State and Government. He
suggested that the language in paragraph 23 about the problem

of the poorest countries should be strengthened; despite the
progress made towards the aid target of 0.7%# of industrialised
countries' GDP, w#ost of the poorest countries had become

steadily poorer during the 1970s. The international lending
institutions were not welfare institutions, and we were not
approaching any sort of solution to the poorest countries' ‘
problems. Monory also wanted a further sentence added to

/ paragraph 26




paragraph 26 to the effect that the machinery for helping ldcs
could no longer cope with the situation. It was not enough just
to set up a new agency to lend money on commercial terms. He
accepted however that the INF had shown itself becoming much
more flexible in the case of Turkey; and agreed that nothing
should be said in the Communique about guarentees for commercial
banks' international lending.

The Chancellor of the Exehequer emphasised the importance

of securing the effective and balanced operation of the oil market;
the price mechanism had a fundamental part to play both in
reducing demand and increasing supply of alternative forms of
energy. It was no good seeking to protect domestic consumers

by pretending that prices had not increased, since this would
frustrate the essential adjustment. He agreed on the need to
draw OPEC into the discussion about recycling, but was generally
scentical about describing the problems in aggregate or global
terms; we should instead try to look at each problem and each
country separately — some ldes were oil~producers, while some

industrial countries were themselves primary producers and/or

oil—producers. Each situation needed to be treated differently -
so the whole concept of a North/South dialogue was a gross over-—
simplification.

The Chancellor, pursuing this general line of thought,
questioned the "bloc thinking" in parsgraphs 24 and 31; there
was no advantage in mentioning COMECON — Western countries would
not be pleased if the Communist world actually began to give
ldes substantial quantities of aid. However, OPEC should do
more to take part directly in international lending operations.
The Chancellor was anxious that supervision of international
banking should not be such as to make it more difficult for
the banks to take part in recycling. In general, he suggested
action to promote the effective use of existing financial
institutions rather than setting up new ones; a new IBRD
affiliate would take time to set up, and there would be many
obstacles in the way: would it not be better to study the
possibility of a new facility or facilities managed by the
existing institutions?

/ MacEachen
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MacEachen (Canada) doubted whether the Communique section
about relations with developing countries fully reflected the
dissatisfaction and frustration expressed by Heads of State and
Government about the present situation. Not enough imaginative
ideas had been produced - there was a need for better relations
with OPEC whereby the latter would be brought to help with
recycling and the development of energy in non-oil ldesj; and what
would OPEC do to help industrial countries on prices and supply?

Matthoefer (Germany) made two specific suggestions:

i. A mention in paragraph 25 of the increasing over—
indebtedness of some ldes - in such cases further
commercial credits would not be appropriate (the
example of Turkey showed countries in this situation
could find themselves unable to make use of their
existing industrial capacity because of the problems
about raising finance for essential imports);

A mention in paragraph 33 of the need for greater
transparency in the operation of the Euro markets.

Matthoefer agreed, however, that nothing should be said about
lenders of last resort to the Euro markets or about guarantees
for international lending by commercial banks. Lahnstein,
noted that it was important to avoid any possibility of adverse
reactions in financial markets to the Communigue, although he
suggested that a mention of the recent BIS announcement about
monitoring the Euro markets could be helpful. The INF Interim
Committee Communigue in Hamburg had given some useful pointers

to further work on international financial problems; the INF
Executive Board would be considering further before the September
Washington meeting how the Fund could support policies directed
at improving the supply side of borrowers' economies. OFPEC

could be a source for financing further INF activity, and could
also help to provide funds for energy developments in ldes.
Lahnstein agreed that it was too specific to talkabout a new
"affiliate" in paragraph 24; he echoed the Chancellor's suggestion

of a new "facility".

/ Takeshita




Takeshita (Japan) in a very brief intervention registered
his general support for the Communique. The IMF and its
Interim Committee represented the best way of tackling international
financial problems.

Pandolfi, summing up the discussion recorded that suggestions
for amendments to the Communique had been made by France
(paragraphs 23 and 26), the United Kingdom (paragraphs 24 and 31),
and Germeny (paragraphs 24, 25 and 33). The personal representatives
would need to take these suggestions into account in their
further work on the Communique.

22 dJune 1980




SECOND SESSION OF ECONOMIC SUMMIT ON 22 JUNE, 1980 AT
1515 HOURS: DISCUSSION OF POLITICAL MATTERS

The meeting began by considering a number of statements which
had previously been prepared by officials and discussed by Foreign
Ministers at lunch immediately before the meeting of Heads of
Government. The statement on refugees was agreed as submitted with
the addition of a reference to Iran inserted at the suggestion of
President Carter in the third sentence. The statement on hijacking
was agreed as submitted. The statement on diplomatic hostages was
agreed as submitted.

At the opening of the discussion on the fourth statement, that on
Afghanistan, President Carter gave his colleagues a summary of the
intelligence available to him about the announced Soviet withdrawals

from Afghanistan. He said that the Soviet Union had scheduled the

Fedeployment of a number of units for the period 22-24 June. The
e -_— ——
units were:-

Three FROG Rocket Units

An Artillery Brigade

A Tank Regiment

A Fighter Bomber Squadron

A Surface to Air Missile Unit

The total number of troops involved would be some less than
a division. The units had not been observed in combat recently and
might be superfluous to Soviet operations at present. It was possible

that they were being removed to permit improvements in Soviet logistic

e
arrangements. Nonetheless, the move was significant. The

Primé Minister asked why, if the trooﬁg_;;;g7superfluous to Soviet
requirements, the move was significant. President Carter said that

it depended on what one meant by the word '"significant'. It was true
that the units had not been useE—?EEEEET;T~—_ﬁEEE?Faiess, it was the
American assessment that if the Soviet Union was to subjugate Afghanistan
completely, the Soviet military presence would have to be greatly
increased. It was therefore symbolically important that Soviet

troops were, on the contrary, being withdrawn.

/ President Giscard
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President Giscard said that he agreed with President Carter.
It was important that events in South West Asia should not invariably
be presented as defeats for the West. If it were the case that the
Soviet invasion of Afghanistan had been a reverse, it could hardly also
be argued that the withdrawal of some SOJEEZ_??bopS was a setback.
0f course the W;;;T;-;;;Z;;;;_;E;EEE_EE—EEEEEBEE_EEE—TE€_§1tuation
should be analysed with care. But for months the West had been
arguing for a Soviet withdrawal. The withdrawal which had now
occurred would be regarded by the world as evidence of the difficult

situation in which the Soviet forces found themselves. They hafl been

compelled to reduce their commitment. Chancellor Schmidt said that he

agreed with President Giscard's reasoning. The withdrawal should not
be presented as detrimental to the interests of the West. On the
other hand, it should not be welcomed too warmly. In the few hours

since the news had broken, the debate on German participation in the
Olympic Games had been renewed. He did not want the arguments of the

opponents of the boycott to be strengthened unnecessarily. There were
three aspects to the Soviet move:-

(a) The Soviet Government faced a choice between doubling their
forces in Afghanistan, in order to crush the oﬁ;gg;tion, and
rezzggting. It was not yet clear which option they would
decide upon;

v/)}? They were hoping to influence the Heads of Government in
Venice; and

They were hoping, above all, to influence potential
participants in the Olympic Games. He expected that the
announcement of the withdrawal-would be followed by an
intensification of the propaganda campaign against the
boycott.

It followed that the West in reacting to the withdrawal should lay a
great deal of stress on the follow-up to the withdrawal. The West
should indicate that it intended to wait and see whether or not the

withdrawal would be permanent and whether it would lead to further
withdrawals.

/ The Heads
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The Heads of Government then discussed the text of the
statement on Afghanistan in detail and various minor amendments
were agreed.

Mr. Trudeau said that he would welcome a discussion of the scope
for economic action intended to bring home to the Soviet Union the
West's condemnation of the invasion of Afghanistan. Canada had
faithfully implemented the grain embargo. But his Government were

wondering how long they could continue the embargo in the absence of
action by their partners against other forms of trade. The grain

embargo was hurting Canada. He was bound to ask what the other Heads
of Government in the room were doing to show their disapproval of
Soviet policy. Mr. Okita said that Mr. Trudeau had raised a major
issue. A basic question about economic sanctions had yet to be
resolved. A choice had to be made between the hard approach to the
Soviet Union and the soft approach. The hard approach meant the
isolation of the Soviet Union and assumed an effort to impede the
development of the Soviet economy. It seemed likely to lead to a
military build-up in the Soviet Union and to damage the economies of
Western countries. The soft approach envisaged an effort to involve
the Soviet Union more with Western economies and to encourage the
Soviet Government to pursue peaceful policies. The choice between
these two approaches faced Western Governments with a serious dilemma.
Unless there was agreement on the policy to be pursued, the actions
of Western governments would diverge and problems would arise.

The Prime Minister said that Mr. Trudeau was fully entitled to ask
what his partners were doing. The United Kingdom had terminated a
credit agreement - extremely advantageous to the Soviet Union - which
had been entered into by a previous British Government. Credit would

now only be extended on consensus terms. HMG were limiting the
—_— 5 -
export of high technology. They were not applying for exceptions to
COCOM's rules. They were arguing within the European Community for an
s e

end to the export of subsidised butter; so far they had been unable to

get their partners to agree. They had argued strongly in favour of the

/ Olympic




Olympic boycott. President Carter said that the boycott of the
Olympics had not been part of his Government's original plan of
reaction to the Soviet invasion but having taken up the idea they had
argued for it strongly and had had to cope with major domestic
proﬁEEEE_IF_Eging so. They had prohibited Soviet fishing in US
waters. They had cancelled 17 million tons of contracted grain
Egizberies. They had tightened up the guidelines for the export of
advanced technology. They regarded this as in the long run the most
effective means of penalising the Soviet Government. The ending of
exceptions to the COCOM rules was important. The reaction of the
Islamic world and the vote in the United Nations was of considerable
significance. The cumulative effect of these various developments
was what mattered. The US Government looked forward to the
normalisation of relations with the Soviet Union, to the ratification

of SALT II, to the resumption of trade and detente after Soviet
—

troops had been withdrawn. Pending that withdrawal, it was important

that there should not be "business as usual''. He hoped and prayed

that Western leaders would hold firm on this.

Chancellor Schmidt said that this seemed to him to be the moment
to broaden the discussion. He wanted to review the question of Soviet
expansionism from a global view point and to explain his Government's
stand. He saw great danger in the possibility that three sources of
conflict which were at present separate might be forced into a single
East/West crisis: Afghanistan, Iran and the West Bank. It was
important that Western deernmentgrghould not a&BE? policies which
pushed matters in that direction. Simultaneously there was a danger
of a new round of escalation in the arms race. SALT II had not been
ratified, SALT III had not started and the MBFR talks were going
nowhere. Since 1960 the Soviet Union had made little progress in

EBurope but had expanded its political and military influence outside
Europe very considerably. They had, it was true, lost ground in

So@glia and Egypt. But elsewhere e.g., Cuba, Ethiopia, South Yemen,
Syria, Afgha;istan, Inao-China and Angola :Eéy had“;;de sigﬁ;?&cant
g;;;;. THE_E;Estion now was whether_;ﬁe West had the means to contain
the spread of Soviet influence, and if possible to get them out of

some of the places where they were now established, without a world war
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As regards the policy of the Federal Republic, Chancellor Schmidt

said that he had to remind his colleagues that of the total German
. . e < —

population of some 80 million souls, 60 million were in West Germany ,

g N 5 S
16 million in East Germany, 2 million in Berlin and 2 million
scattered through Eastern Europe and the Soviet Union. Short of
reuuiting_zig_ﬂgzion, which was not E;Eg;gie ""for the time being", the
Federal Government had two aims:- =

(a) To make it possible for as many Germans as possible to come
to West Germany; and

(b) To build as good a human relationship as possible between
East and West.

The Federal Government, without any publicity,were succeeding in
getting 30 to 40 thousand Germans out of Poland each year. The price,
paid within the Helsinki framework and the framework of various
bilateral agreements, was to have economic exchanges with Eastern
European countries. These exchanges were, therefore,?ﬁﬁrﬁﬁie than a
mé?E'EE??E;_SE_Q;;de. They made it possible for the German Government

—_—
to get '"their own people'" out. They intended to pursue those exchanges.

Given the history of the recent past (i.e., Hitler's war) the German
Government considered it a moral and historical necessity to reach a
better understanding with the East, and especially Poland, as well as
with their partners in the West.

The Federal Government was therefore in an absolutely different
position from that of their partners. Nonetheless they had always
observed their agreements with those partners to the letter. They had
not, incidentally, ever given a penny of Government credit to the Soviet

Union or subsidised trade with that country in any way. In so far as
tﬁgguprovided financial guarantees for exports, it was on a business
basis. The German Government had consistently made a profit from the
financial guarantees thy had offered. The German Government therefore
considered that in the present position contacts between East and West
should not be interrupted. They did so for the national reasons he
had already described. They also believed that there were
international reasons for maintaining contacts. Hot lines and other
channels of communication were for discussing problems not for
Christmas greetings. . i
('L i “"/ Chancellor Schmidt
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Chancellor Schmidt said that in April the Soviet Government had
asked him to pay a return visit to Mos;:;T He had made them wait six
weeks for an answer, but in the end had agreed to go. There were
five issues on which he intended ?ETEEI;;E;—E_ETEar message to the
Soviet Government. In doing so he would not primarily be addressing
President Brezhnev and Mr. Kosygin, who were on their way out, but
their succeggg;é. He inteﬂaga to make it plain that:-

(a) the Federal Government would offer the Soviet Government no
opportunity for wedge-driving between either the Federal
Republic and the other members of the European Community or

—
between the Federal Republic and her North American partners;

the Soviet Government would have to reconcile itself to the
certainty that the Federal Government would abide by a
philosophy of military balance in Europe; would continue to
contribute to d;;;EI;?;;;_§¥?EEEEH_EE—¥he Alliance through
their manpower (based on a conscript army), through improved
equipment and through the provision of territory and
accommodation for the armed forces of their allies; and
would continue to increase their military effort in line with
the growth of their economic resources;

the same consistency would apply to the Federal Government's
view of Euro-strategic issues. There would be no weakening
in the Federal Republic's support of the 1979 decisions on

LRTNF for which Chancellor Schmidt had fought for ten years;

the West would never acquiesce in the occupation of sovereign
B,

- .
and independent nations;
B

in so far as the Wsif adhered unconditionally to its Treaty
obligations e.g., the Non-Proliferation Treaty and the
Helsinki Agreement, so we expected the Soviet Government to
stick to its obligations especially Helsinki and the
Quadripartite Agreement on Berlin. The Federal Government
remained extremely worried about Berlin.

/ Chancellor Schmidt
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Chancellor Schmidt said that he believed the Russians would understand
these five points. He did not expect to reach any agreements with
them. He believed that the discussions would end by recording that
each side had made their views plain to the other. He was grateful to
President Giscard whose visit to Wzaigy had made it easier for him togo
through with his visit to Moscow.

Chancellor Schmidt said that it was because he was responsible for
a divided nation that he had decided to go to Moscow. He would not
speak for anyone else in the room but for his country and his own
national interest. Although he had consulted his allies over a period
of two months about the visit, he had sought no mandate and would
accept none, On the other hand he would put forward no thought on
which he had not asked for the views of his colleagues. He would not
sever economic exchanges but would accept and obey the COCOM rules and
the OECD consensus. Herr Genscher would inform his colleagues about
the results of the visit as soon as he returned to Germany.

It was not easy for the German electorate to understand the
complexity of the Federal Government's policy. Most of them had
disagreed with the Government about the Olympic boycott and a great
effort had been needed to secure agreement on the boycott. He hoped
that the decision would stick. It had not been easy for the German
electorate to accept an additional 400 nuclear warheads on top of the
6,000 already on German soil. The German Government had a difficult
task in managing a divided nation and persuading the German people not
to rebel against that division. The difficulties of the situation
were not understood by some of Germany's neighbours and by some of her
friends outside Europe.

Signor Cossiga said that Western solidarity, the sense of a
global strategy, and the interests of the peoples of the West as a
whole, were all important issues. Balanced solutions to internal
problems should be sought. The strength of the West as a whole
depended on its unity and the fair solution of the problems of
individual nations. The Italians themselves were inspired by these
principles. As President Carter had recognised in bilateral discussions,
the Italian Government had made certain sacrifices in this field.

Al
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Everyone had been interested in Chancellor Schmidt's exposition.
It would be important to consult in advance on future steps,
particularly on the Madrid Review Conference and on any action in the

UN General Assembly on Afghanistan.

Mr. Okita raised Japan's relations with China. Japan did not
like talk about 'playing the China card'. This was a serious matter
for them. They had told the Chinese that there was no question of
giving them military assistance, and they were not seeking a military
alliance with China. If they did, the Russians would take the threat
to their interests very seriously. Japan did not want to be involved

in any form of Sino/Soviet conflict.
(There followed some discussion of the Political Communique.)

The discussion ended at 1810 hours.

25 June, 1980.




RECORD OF THE FIRST SESSION OF THE VENICE ECONOMIC SUMMIT
SUNDAY 22 JUNE

Signor Cossiga ( Italy) welcomed his colleagues to Venice,
a renowned centre of cosmopolitan trade and culture. He expressed
the condolences of all those represented at the death of Mr. Ohira,
the Prime Minister of Japan, and recalled his contribution to the

consolidation of relations among the industrialised countries.

Mr. Okita (Japan) expressed the Japanese Government's gratitude
for Signor Cossiga's message of condolence and tribute. He said
that Mr. Ohira had attached high value to co-operation among the
industrialised countries and to Summit meetings, and had been very

much looking forward to being present.

Signor Cossiga suggested that the Heads of State and Government

should begin with a general economic discussion. As a result of
their discussion earlier at breakfast, he thought that there was
broad agreement on the draft communique which had been prepared
by Personal Representatives, subject to certain comments on matters
of form and length, and subject also to agreement among Heads of
State and Government on a few points which had been indicated by

square brackets in the draft.

This, the sixth of the Economic Summits, came at the end of
one of the hardest periods which the industrialised countries had
encountered, and at the beginning of a new decade which promised
no less difficulty. The draft communique set out the message which
it was proposed should come out from this meeting on such questions

/as
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as inflation, the problems of developing countries, monetary
instability and trade. All these were related, but the central
theme was that of energy. Energy was of crucial importance to

a country such as Italy, which had no indigenous sources, and was
dependent as to 68 per cent of its total requirement on oil. Italy
had a strong interest in a broad energy policy which comprised

the reduction of 0il consumption and the development of alternative
sources of energy. Italy supported proposals for specificity and
quantification in this field; but a political commitment came before
detailed strategy. It was important that the Summit should contain
a clear commitment to the development of nuclear power, coupled with

clear assurances on the need to ensure safety.

In all discussions of energy the limiting factor was the
attitude of the OPEC countries on the price and supply of oil. The
recent decisions of OPEC on the price of oil had grave implications
for the developing countries. The Summit conference should note the
gravity of the situation, but should also express a readiness to
engage in dialogue with the OPEC countries, at least some of whom

realised the problems which were being created.

Italy did not see the need for new formulae or the creation

of new institutions; the existing channels would suffice.

On recycling, measures of intermediation between the surplus
and deficit countries could not substitute for the appropriate
macro-economic policies and structural adjustment, but such measures
would be necessary in the short term. The private banking system
had still a major part to play, but international financial
institutions would need and were ready to play a greater role.

/Signor




Signor Cossiga hoped that the conference would indicate how
the Summit countries were prepared to increase international

mediation.

The most immediate threat to the industrialised countries,
and particularly to Italy, was inflation. The effects of inflation
were devastating, both domestically and internationally. It depressed
investment; and it led to the indexing of incomes, in a way which
built rigidities into the economic system. There was a new
realisation that Governments needed to create the basis for balanced
growth, and that that involved clear and firm fiscal and monetary

policies to reduce inflation.

Signor Cossiga said that in Italy GNP had grown by 5 per cent
in 1979, and was expected to grow by 3-4 per cent this year.
While that was reassuring, the consequence of the oil price
increases had been a serious effect on the balance of payments.
The social partners, mindful of the problems of 1975, were acutely
conscious of the risks of recession. He could not remain insensitive
to the appeal which he had received from the representatives of
the trade unions. Mass unemployment would challenge the survival
of democratic societies. It would therefore be right for the
industrialised countries to commit themselves to a strategy which
sought to counter price inflation but which did not increase
unemployment. Policy on demand should have as its object the

reduction of inflation; but there should be a complementary policy

on the supply side, which should concentrate on the provision of

new jobs in high technology and in energy supply. On this would
depend the co-operation of the social partners.

/The




The summit countries would need also to have regard to the
plight of the Third World, and this not just for economic but
also for political reasons. They should clarify their position
in the preparations for the global negotiations and the new

International Development Strategy.

They should not ignore the Brandt Report. The Italian
Government supported the idea of a North/South Summit, subject
to appropriate caveats. The wording in the draft Communique

was positive, and should produce a positive response.

Italy supported the idea of a new affiliate of the World
Bank, as part of a major international effort to assist the
developing countries with their energy production. This initiative
could well provide a basis for a dialogue between oil producers

and consumers.

Signor Cossiga saw the need for a greater commitment by all
three groups of the countries concerned - the industrialised
countries, the communist countries and the oil exporting countries -
in development policy. The communist countries and the oil exporting
countries had contributed less than they should. As for Italy,
she had doubled her official development aid, and expected to reach

the OECD average in two years.

the
President Carter (United States) said that/economic summits

were valuable to him, as the leader of the United States. The
1970s had been a turbulent decade; the 1980s would be more so,
unless the countries of the industrialised West co-operated. We

/could




could well see a decrease of 10 per cent or more in oil supply

over the next decade, though we were committed to sustaining economic
growth. The United States was looking forward to the next 10-15 years.
Congress had been reasonably forthcoming in taking action to reduce
United States oil imports, to reduce consumption and waste of oil,

and to develop indigenous alternatives to oil. He foresaw

expenditures of $80 or $90 billion ahead in this regard.

In the economic field, each of the countries represented faced
difficult decisions for itself; these decisions were made easier
if the leaders of the countries met and agreed together. He agreed
upon the need for tight monetary measures and tight and prudent
fiscal measures. In the United States the Administration had taken
strong action to reduce prices. Interest rates were now falling,
but there was a threat of recession and an increase in unemployment
The Administration was resisting demands for higher Government

expenditure.

In the energy field, the aim was to consume less energy in
1990 than now, while still accommodating economic growth. The
people of the United States were inclined to accept this
objective. The United States was blessed with coal and shale
oil, as well as oil and natural gas. Hitherto they had been
profligate in the use of their energy resources, but the national
attitude was now changing. The goals set at the Tokyo Summit in
1979 had been constructive for the United States. O0il imports

were down by 10-12 per cent in the first five months of 1980, compared

with the corresponding period for 1979, and the United States was

looking further ahead as well.

/The




The control of inflation remained, however, the top economic
priority for his Administration. It would not be easy in political

terms, but he would stick to that.

Turning to the developing countries, President Carter said
that the action of OPEC in grossly increasing oil prices had
been irresponsible, and ought to be strongly condemned by this
meeting. The industrialised countries could survive; some of
the developing countries could be devastated. The countries
represented at the meeting should not only admonish the OPEC countries
about the rapid increase in prices but should also encourage them
to share with the industrialised countries the responsibility for
dealing with the consequences of the oil price increases. There
was now intense sentiment against foreign aid in the United States,
though it was easier to find support for food aid and technology
than for other things. The energy problem remained paramount
there were no signs of a fall in oil prices despite the present
supply glut, no doubt because OPEC were now more sophisticated
in managing prices and production. The industrialised countries
had to decide how to deal more effectively with the developing
countries, and to involve OPEC in helping. The problem was large:
on average the developing countries were spending 25 per cent of
their export earnings on imports of fuel, and for many of them
the cost of imported oil and debt service absorbed the whole of

their foreign exchange earnings.

The President said that the draft communique prepared by
Personal Representatives was in his view very good, and he would

wish to suggest only minor drafting changes.

/President Giscard




the interest in political matters on this occasion, he wished

President Giscard d'Estaing (France) said that, despite

this to be considered to be primarily an economic summit. As

one of the initiators of economic summits, he recalled the

emphasis that had always been placed on economic and monetary

matters.

This was the first summit of the 1980s. The situation had
become very difficult over the last four years. The hope and
confidence of the 1960s had given way to different feelings about
the prospects of inflation, rising unemployment, and rising oil
prices. The mood was now one of scepticism and anxiety. It was
the responsibility of this meeting to answer that scepticism
in terms that were credible. Though he was in general in agreement
with the proposed draft Communique, the situation which he had
described might call for measures going beyond those reflected

in the Communique.

President Giscard highlighted a number of objectives -

(a) The summit should condemn the repeated and unjustified
0il price increases. There had been a case for increasing
the prices when they were very low, but recent increases

had gone far beyond anything which could be justified by
economic interest. The Summit should say so: not in defensive
terms but in terms to which moderate OPEC opinion could
respond.
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(b) The central idea of the Summit's energy strategy

should be to explain to public opinion that the industrialised
countries were going to break the link between oil imports

and growth. If there had been pessimism in the countries
represented, it was because people believed that the existing
links between growth and oil imports were unbreakable. Summit
leaders must say that their countries were capable of breaking
this link by a number of measures. In Tokyo they had decided
to restrict oil imports, and five of the seven countries
represented had not only achieved but exceeded their objectives.
This year it would be a mistake merely to reiterate existing
commitments; it would be important to say more strongly than
before that it was possible and necessary to loosen the link

between growth and energy.

(c) The draft Communique referred to the potential for
increasing the supply and use of energy sources other than
0il over the next 10 years by the equivalent of 15-20 million
barrels a day. The Summit meeting should go for the highest
figure in this range; and, in order to ensure that the
commitment was seen to be realistic, should consider how it
could be achieved. Since the Summit leaders were to meet
every year, it would be useful to create a monitoring group

as a demonstration to achieve their objectives.

(d) The Summit had to deal with the problems of inflation.

He might wish to revert to this subject later.

/(e)
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(e) The text of the draft Communique on relations with

the developing countries did not touch upon the need to
develop the political and institutional context for aid

to the developing countries. The development aid concepts
worked out in the 1960s were not suitable for the 1980s.

In particular, the industrialised countries were caught

in a paradox of their own making. They were virtually the
only countries that provided development aid. 90 per cent

of aid to the developing countries came from them. At the
same time they were the only countries criticised by the
developing world for their failures. This was the result

of bad political organisation in the system. Aid to the
developing countries should be the responsibility of three
groups of countries: the industrialised countries of the free
world, the oil exporting countries and the socialist countries.
These last had stayed on the sidelines for too long. If the
industrialised countries of the free world did not develop

a more imaginative system they would never escape from the
paradox. In preparing the draft Communique the Personal
Representatives had remained within the traditional framework
of concepts. The Summit meeting should entrust Personal
Representatives with the task of thinking through proposals
for far-reaching changes in the structure and distribution

of development aid.

Chancellor Schmidt (Germany) said that he was in general

agreement with President Carter and President Giscard.

The world would be able to absorb the most recent oil price
increases with far greater difficulty than it had absorbed the

/first




first. Oil prices were now between 15 and 20 times higher than
they were in 1970. There was no escaping from the figures: the
0il exporting countries now had an aggregate surplus of $120 billion,
while the industrialised countries had an aggregate deficit of
$70 billion and the developing countries had an aggregate deficit
of $50 billion. How could those with a deficit of $70 billion
assist those with a deficit of $50 billion? So far as the
industrialised countries were concerned, the increase in oil
prices would create profound recessionary pressures in 1980-81,
to which the effects of the recession in the United States would
be added. These pressures would lead to increased demands for

protectionism.

In Germany the forces for growth were still strong: the
Chancellor expected a growth rate of about 3 per cent in 1980.
Consumer prices were expected to rise by about 6 per cent,

unemployment was at 3 per cent. The Federal Government would

continue to follow a resolute monetary and fiscal policy. It would
ERNE AT es s SR s ey

be wrong to stimulate and create demand. Too much money was being
printed, and it would not create new jobs. The Government would
however move on structural adjustment, and particularly on measures
to save energy and substitute for oil. Some people were concerned
about the move of the German balance of payments into deficit; but
Germany had large reserves, and could carry a deficit for a period

of time, and the Government would be seeking to adjust the deficit
over the next few years, not to enforce adjustment in the short term;
The Chancellor reminded the meeting that the move into deficit

was partly the result of Germany fulfilling the obligations he

undertook at the Bonn Summit Conference in 1978.

/The Chancellor
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latest round of oil increases would not be reduced so quickly as

The Chancellor said that the OPEC surpluses produced by the

the surpluses which followed the 1973-74 round of increases. Some
of the non-oil developing countries had been hit very hard indeed,
and had reached the limit of their potential indebtedness. Attempts
to deal with their problems by recycling with loans of petro-
dollars would be self-defeating, and the concept of recycling needed

further study.

The Chancellor was deeply worried by the explosive growth
of the xeno markets. This presented three unsolved questions:

i How to prevent the activities of international

currency markets from undermining national policies.

2. How to ensure that Euro-banking was subject to proper

prudential considerations.

3. Who should fulfil the role of lender of last resort.
If answers were not found to these questions, and particularly
to the last, there could be a "black Friday" of global dimensions.
Several countries were now very high risk borrowers. Some of them
were raising loans simply to finance maturing debt; two-thirds of
all Euro-dollar loans were now required to finance maturing debt.
There was no sense in this, and nobody was controlling it. In
addition the maturities of loans had got longer and longer, while
the deposits on which they were based still remained at short term.
Provision should be made against the possibility of events that could
create world-wide damage. The Summit should appeal to Finance
Ministers and central bank governors to sit together and do something.
The Group of Ten had done something, but not enough, and they should

do more. A welcome should be given and further analysis should be

made of Dr. Gut's proposal at New Orleans for private banks to create

an international safety net. /The




The Chancellor said that he had voiced his worries about
these matters for four years. No disaster had yet happened; but
that did not mean that nothing would happen. He was deeply

worried.

The Chancellor said that, as regards energy, German oil
imports in 1980 were less than in 1973, despite the growth of

Germany's gross domestic product.

As regards the developing world, the Chancellor said that
the latest round of o0il price increases had been even more
devastating in its effect than the first. The oil bills of the
developing countries amounted to about $50 billion, and accounted
for the whole of their aggregate balance of payments deficit, and
twice the amount of official aid provided by OECD countries. These
magnitudes were not understood by those who preached the need for

more aid. It was impossible for the industrialised countries to

make up for the misery and starvation being imposed on the developing

world by OPEC.
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Some of the more advanced developing countries like
Brazil, South Korea and Taiwan, could to some degree manage
their oil deficits for themselves. These countries accounted
for about 40% of the total deficit of the non-oil developing
countries. But countries that accounted for 60% of the total
deficit were not able to help themselves in that way, and
countries like Tanzania, Somalia and Turkey were in a deep

mess.

The Summit Meeting should make it clear that responsibility
for solving this problem belonged with OPEC and not with the
industrialised countries. He agreed with President Giscard
that the Communist countries should also be included; he had
said something like this at Puerto Rico. At present the
Soviets provided only military help. They should be called

upon to give economic aid.

OPEC could help either by recycling oil surpluses in
the form of grants to the most seriously affected countries
or by reducing their prices, at any rate, to those countries.
He had said as much to many of the OPEC leaders. They said
they were already providing a lot of aid - a total of

$43 billion - but it was only to Islamic countries.

The Chancellor would be hesitant to create new financial
institutions, though there would need to be a series of debt

rescheduling conferences over the years. He spoke out even

/ more




more strongly against any changes in IMF conditionality.

The IMF was a banking institution, not an aid or charity
e

°£EEEEEEEE°“' and it should be the one international financial
institution motivated by considerations of sense and prudence.
The/:gggigons to the resources of the international financial
institutions should proceed, but the creation of new financial
gimmicks would not help. The members of OPEC should be
pressed to assume a role commensurate with their strength.

How could the industrialised countries with a deficit of

$70 billion give more help to the developing countries with

a deficit totalling $50 billion? These were the facts and
figures, and the United Nations and the bishops either did

not understand them or pushed them on one side if they did.

The Chancellor referred to the suggestion of the Brandt
Report for a private North/South summit. He recalled that
he and Mr. Trudeau and others had attended a meeting
in Jamaica two or three years ago with a small group of
leaders of developing countries. He had come away with a number
of new insights. He saw something to be gained by holding such
a meeting, though he understood all the difficulties of
choosing who should attend. He had made it clear to the
Secretary General of the United Nations that he would not
take the initiative for such a conference or host it, but he
would attend if he was invited. At such-a conference three

—

things should be ma&e clear:
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(i) The industrialised countries of the West had

increased their aid by 40% over 24 months. The
_—

additional finance that would be required in the 1980s

would have to come from OPEC and not from them.

(ii) The developing countries would have to do

something to contain the growth in their population.

This was something which had to be understood not only
by the leaders of the developing countries but by

the Roman Catholic Church and by the Pope in Rome.
When the Chancellor was at school the population of
the world was 2,000 million; it was expected to be
6,500 million by the end of the century. It was
impossible for the world to feed, educate and find

employment for this sort of growth of population.

(iii) Luxurious aireraft and national airlines were

not a first priority for developing countries; they

should concentrate above all upon the improvement of

their agriculture.

Mr. Okita (Japan) said that summits of the seven had
proved useful, and this at the beginning of the 1980s was
specially significant. The world stood at an important junction
on energy. Structural changes in energy supply and demand
would be required in the 1980s. If oil would be in short

supply, coal and nuclear fuel were not; the problem there was

/ lack




lack of technological innovation and investment. As we
looked towards the 1990s the free democratic nations were
travelling in the same gondola and they should realise it.
It was to be hoped that the gondola carrying the developing
countries was travelling in the same direction. So far as
Japan was concerned the rate of growth in 1979 was 6% and a
rate of about 5% was forecast for 1980. Growth in 1979 had
been led by increases in domestic consumption and investment,
in accordance with the commitments entered into at the Bonn
Summit. Consumer prices were up by 7-8% as compared with

a year ago, despite increases in commodity prices of about
40%. Japan had been fairly successful in containing her
prices, offsetting the increases in commodity prices by
improved productivity and anti-inflationary measures. That

would continue to be the basis of Japanese policy.

Some of the other industrialised countries were experiencing
double-digit inflation. The increase in oil prices was not

the only cause of this; there were domestic inflationary

elements including wage-price spirals which must be recognised

and dealt with. In the longer term the Western nations must
strengthen their economic structures and institutions. The
Soviet countries were curbing consumption and pouring resources
into defence. The Western countries should curb consumption

and aid
in order to increase investment/to developing nations.

/As to




As to energy, there should be a distinction between
0il shortage and energy shortage. The world would look
increasingly to coal and nuclear power as alternative
sources of energy in the 1980s. Coal deposits in the world
exceeded 0il reserves by seven times or more. Japan had
made a ten year plan for the development of primary energy
resources which would reduce the o0ilcontent of her energy use from 73 to 50%
by 1990. Mr. Okita hoped that the communiqué from the Summit
would be specific on these matters, so as to give a stimulus
to policies of this kind throughout the industrialised world.
Japan had shown that it was possible to reduce o0il consumption

while increasing growth by 33%.

Turning to the developing nations, Mr. Okita said that
their economic difficulties were grave, and a major responsibility
rested on OPEC. It was to be hoped that OPEC would keep in
mind their plight and much increase aid to them. At the same
time industrial countries must re-double their efforts to
increase their aid. At the Bonn Summit the Japanese Prime
Minister had committed Japan to double her official development
aid in five years. Japan was on course to achieve that target.

She had greatly increased her aid to Turkey, Pakistan, and

Thailand. One objective was to strengthen the resistance of

these countries to internal conflict. Grants to the
developing countries would continue to be in line with that

policy.

The needs of the newly industrialised countries were
rather different: they required markets rather than aid, and

/could




could be a dynamic element contributing to the development
of the world economy. The industrialised countries needed
to proceed with structural adjustment of their economies

so as to absorb more exports from the newly industrialised

countries.

The Japanese Government welcomed the Brandt Report
as valuable and significant. It would help to improve
recognition of the plight of the poor nations. Some of
its recommendations were ideological but it had the right

philosophy for the people of the world.

On the proposal for a North/South summit, Japan thought
that such a meeting could be useful and welcome at the
appropriate time and in appropriate circumstances. It would

carry some risks but would also present opportunities.

Mr. Okita referred to the Common Fund. He said that
the Summit Meeting at Bonn in 1978 had given its support to
the rapid creation of the Common Fund. Two years had passed,
and it was still not set up. The countries concerned should
re-double their efforts to realise the Common Fund at the
earliest possible moment. This was politically very important

for the G77 countries.

Mr. Okita stressed that for the poorest developing

countries it was not a matter of increased trade or more

lending; what they would need would be increased grants.

/On the




On the monetary side, the immediate problem was to
absorb the balance of payments deficits of the non-oil
developing countries. To this end co-operative efforts
between the industrialised and developing countries should
be increased. Recycling was important, but in the longer
run might not be adequate; for lasting stabilisation it
would be necessary to concentrate attention on the fundamental
cause of disequilibrium, and to find solutions by inter-
national co-operation. Mr. Okita suggested that the concept

of a substitution account might still have a part to play.

Mr. Okita said it would be important to guard against
protectionism: if the industrialised countries failed to do-
so, there would be a serious threat to trade and employment.
It might be necessary to continue some safeguards, but it
remained very important to avoid any general trend towards

protectionism.

In conclusion, Mr. Okita said that the industrialised

West faced a strong challenge from the East, not only

politically and militarily but economically. In all these

respects the West must retain its superiority over the East.

Mrs. Margaret Thatcher (United Kingdom) said that she

agreed with a great deal of what had been said. Over the

next ten years the world had to grapple with two main problems.

/The




The first was oil prices and inflation. These were
related but distinet problems. Many countries had been
suffering from inflation before the oil price increases.
Political leaders had generated expectations of rising
standards and had printed money to keep their economies
going. Only too late had we learned that, if one accelerates
inflation, one also accelerates unemployment. It was essential

to continue to follow prudent monetary and fiscal policies.

The industrialised countries had been beginning to
grapple with the problems of home-grown inflation when the
0il price increases had come on top of that. At the time of
the Summit Meeting at Tokyo oil prices reached $20 a barrel.

Now they were over $30 a barrel. Average inflation in the

OECD was up from 8% to 14% in two years. The oil price increase

and the need to deal with it was creating the threat of

recession in the industrialised countries. They should all

be putting massive investment into the development of alternative
energy sources, despite the difficulties of embarking on such

a programme at the beginning of a period of recession. She did
not underestimate the political difficulties of keeping up the
fight against inflation; but the reduction of inflation must

remain the first economic priority.

The second problem was that the increase in oil prices was

bringing about not only a redistribution of income but also

a redistribution of power in favour of the OPEC countries.

/Our




Our thinking needed to take account of this fundamental

shift in the sﬁfgffgfs_gﬁ_ggﬂer. We had been accustomed

to think in terms of West and East, and of North and South.

Beside West and East, it was now necessary t;—;;EI;E;_bPEC;

and, &here North and South had been taken to mean the

industrialised countries of the free world and the developing

countries, the concept now had to be enlarged to include a

third partner which was the oil exporting countries.
-

The industrialised countries had the strength to carry
the increased oil deficits through the international financial
system. The newly industrialised countries could probably
do it through the banks and the international financial
institutions, though she agreed with Chancellor Schmidt that

the IMF should not relax its conditionality. The poorest
-~

countries could not increase their indebtedness: they must

be helped with grants, and the grants must come from OPEC.
e

It was necessary to convince the OPEC countries that it was

in their interests not to undermine the economies of the
industrialised countries or to drive the developing countries
into even deeper poverty. OPEC was not monolithic. It
included some countries who were good friends to the Western
world, and were reluctant to increase oil prices; if those
prices had increased, it was as much because of the fears

of the West as the greed of the OPEC countries. There were
some countries in a central group in OPEC which would go along
with those who were more friendly to the West; but there was

a third group of countries who were hawks who would always seek

to put prices up.
/On




On the question of trade, the Prime Minister said that
there were two debates which to some extent conflicted. There
was the argument that the industrialised countries couldhelp
the developing countries by opening their markets to increased
exports, but there was also the argument that increased imports

from developing countries could undermine domestic industries.

The Prime Minister said that President Giscard had
remarked that the industrialised countries who gave most of
the official development aid were those who were most criticized
for their performance. She was inclined to agree with him that
we were not always able to give as much as we could in bilateral
rather than multi-lateral aid. President Giscard had also
suggested that we should try to draw in the Communist countries.

The Prime Minister questioned that. The performance of the

Communist countries had shown that they only gave aid when it
—

was tied to increased political influence: Afghanistan and Cuba

were examples of that. If the Communists were to be invited
to give more development aid, it must be without political

involvement if it was to be acceptable.

TFinally, the Prime Minister re-emphasised her main theme ,
the need to tackle inflation as the top priority and the need
to involve the oil exporting countries in the business of

the developing countries.

Mr. Trudeau (Canada) said that he could not improve on

the economic survey provided by his colleagues. He would make

/three




three points by way of comment.

First, he would like to strike a note of moderate
optimism. Since the summit meetings began, the industrialised
democracies had met more or less satisfactorily the challenge
imposed by the opposing ideology of the Soviet block. At
each meeting there had been a sense of impending doom, whether
the problem was recycling, the trade war, the revolt of the
young, or inflation. The Western countries had responded to
each of these challenges, and in a sense the political leaders
had shown themselves reasonably in control. The West had
responded to the oil threat without disastrous disruption,
and by 1990 could look forward to having solved the energy
crisis by conservation of energy and the development of alternative
sources to oil. Thus the West had shown the Third World that it
had managed and could continue to manage its crises. It had not

managed the North/South crisis so well, though some progress

had been made even here; witness the Lomé agreement and the

Jamaica mini-Summit to which Chancellor Schmidt had referred.
On the political side, however, the West had not shown the same

degree of control, and had given more impression of disarray.

Secondly, Mr. Trudeau approved the language of the draft
communiqué and its emphasis on inflation. But it should be
realised that much would depend on the depth of the impending
recession, particularly in the United States. Before the next
summit it might be necessary to consider measures to reduce
unemployment as well as the problems of inflation. Perhaps

/the




the monitoring group on energy proposed by President Giscard,
which he would welcome, could also keep an eye on the depth
of the recession and the measures taken to counter it. In
Canada it might be necessary by the autumn to stimulate
employment. We should see how we went before we committed
ourselves to fighting against inflation as top priority for

a full year.

Thirdly, President Giscard and Chancellor Schmidt had
suggested that the Summit should use strong words in
condemnation of the oil price increases. Mr. Trudeau suggested
that this should be done ''somewhat in fear and trembling',
and not in such a way that our friends and allies might be
hurt or weakened. It was important not to lose sight of the
fact that oil exnorting countries did not need to increase their
prices in order to increase their revenues; there
could be a time when they might wish to reduce their exports
in the interests of internal stability, and to increase prices

to compensate for a reduction in production.

Commenting on the plight of the developing countries,

Mr. Trudeau suggested that it should be indicated to OPEC -

perhaps at a North/South Summit on the lines suggested by the

Brandt Report - that it would be preferable that there should
be no further increase in oil prices but that, if there was
to be an increase, it should be totally redistributed to the

developing countries. If there was to be such a summit, it

/should




should be arranged in a way and at a time when it could be
prevented from being a confrontation of power blocks and could
be used to increase understanding of the problems. It might
be desirable to involve Communist countries in such a summit,
subject always to Mrs. Thatcher's point that any increase in
aid from those countries should not be tied to political
influence. He was not starry-eyed about this idea; but it
could expose the Communist countries to our scrutiny about

their principles and objectives.

Mr. Jenkins (Commission of the European Community)
said that all were agreed about the need for major structural
change to reduce dependence on oil. The European Community
was not lagging behind in this. Its dependence on oil had
fallen from6l to 55% of total energy requirement, and would be
down to 40% by 1990. The Community's oil consumption was down
by 9% in 1980 compared with 1979, and its imports down from
472 million tonnes to 450 million tonnes this year. Only half
of that was due to increased North Sea output, the rest was
attributable to oil saving and the growth of nuclear power.
The Community would be looking at investment on oil saving
and on alternative sources. The communiqué from this Summit
should state simply and dramatically the need to break the link
between energy and growth, and should emphasise that the massive
investment required would be a valuable stimulus to demand. A
common approach in the communiqué would be a valuable contribution
to public understanding of the problems.

/Mr. Jenkins




Mr. Jenkins was inclined to share Mr. Trudeau's views
about the need to strike a balance between the risks of
inflation and recession. Inflation might be peaking but
recession was not. This called for no drastic switch of
policies at this stage, but for constant vigilance and a
readiness to show flexibility in order to avoid an economic

nose-dive.

The position of the poorest countries added to the
problems of recession in the industrialised countries. The
recent agreement at Algiers was estimated to have reduced
growth prospects by 2% and to have increased inflation by
2% in the industrialised countries, but it could prove to be
critical for the poorest countries. It would be more difficult
to solve the problems resulting from the price increase on this
occasion, because this time oil prices were more likely to

rise further than to fall in real terms, and it would be

more difficult to absorb the greater indebtedness of the

developing countries. Much responsibility lay with OPEC, as

had been pointed out, but the industrialised countries could

not divest themselves of concern: their public opinion would

not allow it, and they would be affected both by the effects

upon the world banking system and by effects on world trade

and particularly on their exports to the Third World. At present
the OPEC countries invested their surpluses in safe havens,

and left the industrialised countries and the international
banking system to take the risks. It was important to get

OPEC directly into the Third World. He agreed that the
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conditionality of the IMF should not be weakened, but it
could be made more available to countries in a different
state of development. The increase in the capital of the

World Bank was important.

On trade, Mr. Jenkins said that the completion of the
Tokyo round was a beginning and not an end. The industrialised
countries should maintain an open position in relation to the
Third World; they should enable the developing countries at
least to earn what they could. Otherwise, the long term

interests of all would be damaged.

Signor Cossiga (Chairman) said that he would not attempt

to summarise what had been said in this ''tour de table' on

general topics. He would only underline a few points:

il This was the first summit of a decade which
would be particularly difficult, and the response

of those represented must be credible.

2 There was a general agreement that constant
increases in oil prices could not be justified.

They created not only the threat of recession in
industrialised countries but also the most serious
consequences for the developing countries which all
wished to help. It was necessary to generate in the
0il producing countries a sense of responsibility for
assisting the developing countries.

/3.




Gl There was general agreement on the need not
just to reduce oil consumption but to loosen the
link between energy and growth. President Giscard

had suggested a monitoring group on energy.

4. At present the industrialised countries who
contributed virtually the whole of official development
aid were blamed for its inadequacy. It was necessary
to get it across to public opinion that delay in

the development of the developing countries was now
the responsibility of OPEC. The burden should be
shared with the OPEC countries and with the Socialist
countries if they were prepared not to use it to
increase their political influence. The consequences
of 0il price increases for the developing countries

were stark.

O Though the international banking system would

be able to cope with a considerable part of the recycling
problem, it could not cope with it all. The international
bodies would have to take part of the load. The possibility

of new bodies had been raised. The growth of international

currency markets called for the development of prudential

controls.

/Signor Cossiga




Signor Cossiga concluded by saying that the discussion
of economic matters would be continued by the Economic and
Energy Ministers in the afternoon, while Heads of State and
Foreign Ministers turned to political issues. Personal

representatives should begin their review of the text of the

draft communique in the light of the morning's discussion, so

that Heads of State and Government could have a new text

available the following morning.
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1, THE OPENING SESSIOH, THIS MORNING, WAS DEVOTED TO ECONONIC
SUBJECTS. THE DISCUSSION MOVED SMOOTHLY OVER GROUND WHICH HAD
BEEN EXTENSIVELY PREPARED. THERE WERE NO SURPRISE INITIATIVES.

2. ONE FEATURE OF THE DISCUSSION WAS THE INSISTENCE OF GISCARD
AND SCHMIDT THAT MUCH THIRD WORLD CRITICISM OF THE INDUSTRIALIZED
DEMOCRAC [ES WAS UNJUST. THE LATTER PROVIDED 90 FERCENT OF OFF ICIAL
DEVELOPMENT ASS ISTANCE, WHILE THE OPEC COUNTR IES WERE DAMAGING THE
THIRD WORLD BY RAISING THE QIL PRICE. THE PRIME MINISTER POINTED
70 THE NEED FOR SECUR ING THE CO-OPERAT ION OF OPEC, BECAUSE POWER
AS WELL AS MONEY WAS BE ING REDISTRIBUTED. THE PRESIDENT OF THE EC
COMMISS ION ALSO EMPHAS ISED THE NEED FOR OPEC TO RECOGNIZE ITS
RESPONS IBILITIES.

3. THE NEWS OF THE WITHDRAWAL OF SOME SOVIET TROOPS FROM AFGHAN ISTAN
AND OF BREZHNEV'S MESSAGE TO GISCARD BROKE OVERNIGHT. WHEN DISCUSSION
TURNED T POLIT ICAL SUBJZCTS AT LUNCH, GISCARD QUICKLY MADE IT

CLEAR THAT THE FRENCH HAD NOT BEEN DEFLECTED, BY THESE PLOYS,

FROM THE LINE OF STRONG CONDEMNAT ION OF THE SOVIET INVASION THAT
THEY HAD TAKEN DURING PREPARAT [ON OF THE SUMMIT.

k. IN THEIR AFTERNCON SESSION THE HEADS OF GOVERNMENT APPROVED,
AFTER LIMITED AMENDMENT, THE STRONGLY-WORDED TEXT ON AFGHANISTAN
AND RELATED ISSUES. A BRCAD-RANGING PRESENTATION ON EAST/WEST
RELAT IONS 3Y SCHMIDT PROVED UNPROVOCAT IVE. THE SESSION ALSO
APPROVED STATEMENTS ON HIJACKING, TERROR ISM AND REFUGEES. TEXTS
OF THE DECLARAT ION Of AFGHANISTAM ETG., AND THESE THREE TEXTS
(WORDING SUBJECT TO CONF [RMAT ION TOMORROW) FOLLOW IN HY FGUR IFTS.
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SECRETARY OF STATE .{ﬁwygf)
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After Afghanistan, the Americans proposed sticking rigidly
to the "no exceptions" procedure to the COCOM rules about exports
of high technology to the Soviet Union. There has been tacit
acquiescence: amongst all COCOM partners to this, though no formal
agreement.

In addition, COCOM is discussing the widening of the scope
of the existing rules. The Americans want to catch key technology
for projects over 100 m - simply on the grounds that smaller
projects are less likely to be of major economic importance. The
main opposition to the Americans comes from the Germans (who do
a lot of big projects) and the French (who have built up computer
exports).

2 32 million

This figure represents the total of exemptions applied for
by the UK and agreed by COCOM last year. Since this year we are
foregoing use of the exemptions procedure, we calculate that we
are likely to lose roughly the same amount of business in that

area this year.

S

22 June 1980 Whpen
Fomtes.

cc: M Alexander Esqg
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POLTTICAL TOPICS

In seeking here in Venice to define a global economic strategy and to show
our united determination to make it a reality, we are con;cicusly
accepting the responsibility that falls to the three great industrialised
areas of the world - North America, Western Europe and .Japan - to
help create the conditions for harmonicgs and sustained economic

growth. But we cannot do this alone: others too have a part to play.

However, present circumstances oblige us to emphasise that our
efforts will only bear fruit if we can at the same time preserve

a world in which the rule of law is universally obeyed, national
independence is respected and world peace is kept. We call on all
countries to join us in working for guch a world and we welcome the
readiness of non-aligned countries and regional groups to accept

the responsibilities which this involves.

We therefore reaffirm hereby that the Soviet military imtervention

d?'kfghanistan is unacceptable now and that we are determined not

f;o accept it in the future. It is j.ncor_npatible with the will of the
Afghan people for: e MGM
Le/_}_gm:.egand with the security of the states of the region.

It is also incompatible with the principles of the United Nations
Charter and with efforts to maintain genuine détente. It undermines

the very foundations of peace, both in the region and in the world

at large.

We fully endorse in this respect the views already expressed by the

overwhelming majority of the international community, as set out

N.B.: The references in square brackets to the resistance of
the Afghan people, which occur in two separate paragraphs,

are alternative possibilities.
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by the United Nations General Assembly in Resolution No ES-6/2
of 14 January 1980 and by the Islamic Conference at both its recent

sessions.

Afghanistan

should be enabled to regain the sovereignty, territorial integrity,
political independence and r:l;;aligned character it once enijoyed.
We therefore call for the|withdrawal of Soviet troops and for the
Afghan people to be left free again to determine their own future.
Only thys will it be possible to re-establish a situation compatible

with peace and the rule of law and thereby with the interes éj all ,1, C
1o e e Q ¢ AR Aok Vi A ""“’T s

nations ) dsN/S, R i © o sl
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o do everything in our power to achieve this. ‘\1./\'\

We are resolved
7We are also ready to supporf any initiatives tiwo this endg R UK e el

such as that of the Islamic Conference. And we shall support
every effort designed to contribute to the political independence

and to the security of the states of the region.
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At the request of the Heads of State and Government
who participated in the Summit, I, in my capacity of chairman of

the meeting, am pleased to make the following statements.




STATEMENT ON REFUGEES

The Heads of State and Government are deeply concerned
at the plight of the ever-increasing number of refugees throughout
the world. Hundreds of thousands have already left the Indochinese

the open seas. Pakistan havtreceived almost one million refugees

peninsula and Cuba, many_ of them taking the risk of fleeing across
crllf\‘“

from Afghanistan; In Africa refugees number several millions.

The Heads of State and Government note v;ith great regret
that the refugee popélation continues to grow and that, despite
major international relief efforts, their suffering continues.

They pay tribute to the' gengrosity and forebearance with which
countriés in the regions affected have received refugees. For

their part, the countries represented at this Summit have already
responded substantially to appeals for assistance to and resettlement
of refugees. They will continue to do so, but their resources are
not unlimited. They appeal to others to join with them in helping to
relieve this suffering.

But, however great the effort of the international
community, it will be difficult to sustain it indefinitely. The
problem of refugees has to be attacked at its root.

The Heads of State and Government therefore make a
vigorous appeal to the Governments responsible for it to remove
the causes of this widespread human tragedy and not to pursue
policies which drive large numbers of their people from their own

countries.




STATEMENT ON HIJACKING

DUaEaV) L P B

The Heads of State and Government expressed their
satisfaction at the broad support of the international community

for the principles set out in the Bonn Declaration of July 1978

as well as in the international Conventions dealing with unlawful

interference with civil aviation. The increasing adherence to
these Conventions and the responsible attitude taken by States
with respect to air-hijacking reflect the fact that these

principles are being accepted by the international community as

a whole. —

E;:W‘ on
y@ﬂ\he Heads of State and Government

emhhasize at hijacking remains a threat to international civil
_aviation and that there can be no relaxation of efforts to combat
this threat. To this end they look forward to continuing co-

operation with all other Governments.




~STATEMENT ON THE TAKING OF =~

DIPLOMATIC HOSTAGES =

Gravely concerned by recent incidents of terrorism involving
the taking of hostages and attacks on dip_lor;natic and consular premises ‘and
personnel, the lleads of State and Government reaffirm their determination
to deter and combal suclt acts. They note the completion of work on the
International Convention Against the Taking of Hostages and call on all
States to consider becoming parties to it as well as to the Convention
on the Prevention and Punishment of Crimes Against Internationally

Protected Persons of 1973.

The lleads of State and Government vigorously condemn the

taking of hostauges and the seizure of diplomatic and consular premises

and personnel in contravention of the basic norms of international law

and practice. WWMWWMr

ill contribute to the altinment of this goal and to take appropnate
measures to deny terrorists any benefits from such criminal acts. They
also resolve to provide to one another's diplomatic and consular missions
support and assistance in situations involving the seizure of diplomatic

and consular establishments or personnel.

The Heads of State and Government recall that every State

has. tle. duty-undes-interaational law to. refrain from-.arganizing, instigating,

assisting of participating in terrorist acts in another State df acquiescing

in organised activities within its territory directed towards the commission

of such acts, and deplore in the strongest terms any breach of this duty.
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(Translation)
OFFICE OF THE PRIME MINISTER /2‘,.,\A

% \”'—ECT TOKYO P - ;
SIS RIME MINISTER'S

° NAL MESSAGE
SEMAL No, JI308|50

Dear Prime Minister,

It is my single honour to entrust this message to
Foreign Minister Okita and convey to you the thoughts
of the late Prime Minister Ohira on the Summit
Meetings.

The late Prime Minister Ohira attached a
particularly high value to the role the Summit
Meetings should play under the present world situation
and was exceptionally eager to attend the Venice
Summit.

World economy today is threatened by both
inflation and unemployment under the severe
constraints of energy and natural resources. Prime
Minister Ohira had firmly believed that mutual trust
and cooperative efforts of the major industrialized
countries fostered through the Summit talks would be
the only way to meet the challenges and bring about
stability to world economy.

At the Venice Summit, Prime Minister Ohira had
also earnestly hoped to hold serious and candid
discussions on not only the questions on economic
management but also on the concrete ways for
maintaining and reinforcing the basic order of the
international society and strengthening the bond and
solidarity of the free world in their efforts towards
the common objectives.

However,

The Rt. Hon. Margaret Thatcher, MP.
Prime Minister
No. 10 Downing Street,
London, SWl, United Kingdom







However, in late May, only some three weeks before
his departure for Venice and when preparations for the
Summit Meeting were already well under way, he was
suddenly taken ill at the incipient stage of an election
campaign and had to be admitted into a hospital. Even
then the Prime Minister's eagerness to attend the Venice
Summit not at all faltered. The sooner his conditions
showed some signs of improvement, he made the decision
to attend the Summit Meeting despite his ill health, and
on 1llth June instructed us to make the necessary

preparations including request to his doctors to

accompany him to Venice. However, in the gray of the
morning of the next day, 12th June, his conditions
suddenly deteriorated and despite all the possible
medical care, he passed away.

It is truly most regrettable.

In pursuance of Prime Minister Ohira's will, we vow
to fulfill our responsibilities in order to contribute
to the peace of the world and for the democracy to
prosper. I am also convinced that through your efforts,
this Summit Meeting will produce a result that fully
lives up to the expectations of the peoples of the world.

May I send you all my best wishes for the success
of the Meeting,

Sincerely,

Masayoshi Ito
Prime Minister of Japan
ad interim







