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Thank you for your letter of 16 May. I am grateful to
you for sending Mr. Jha to hand it to me personally and to

explain the purpose of your message.

I am very conscious of your concerns and I shall bring
your letter to the attention of the other participants at the
London Economic Summit. We shall certainly wish to discuss

the propositions which you have advanced.
As T told Mr. Jha, I should be glad to send an emissary
to India after the Summit to give you an account of our

discussions on these and other matters.

Warmest regards,

Her Excellency Shrimati Indira Gandhi
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TELEGRAM NUMBER 320 OF 30 MAY

YOUR TELNO 974 TO WASHINGTON: LONDON ECONOMIC SUMMIT: MESSAGE
FROM MRS GANDHI

1. MR JHA VISITED OTTAWA ON 25 MAY. HE MET MR TRUDEAU AND LUNCHED
Ww1TH DE MONTIGHNY MARCHAND.

5. JHA'S MESSAGE FROM MRS GANDHI WAS ESSENTIALLY THE SAME AS
“THAT DELIVERED IN LONDON, HE STRESSED THE WEED TO REESTABLISH
MOMENTUM ON NORTH/SOUTH ISSUES AT LOHDON SUMMIT. THE FOCUS SHOULD
3E ON MONEY AND FINANCE BECAUSE THESE AREAS WERE CAUSING THE MOST
SER10US PROBLEMS FOR LDCS AND WERE THE ONES IH WHICH THE INDUST=-
RIALISED NATIONS COULD GIVE A LEAD. SINCE THE NORTH AND SCUTH HAD
RESERVATIONS ABOUT DISCUSSING THESE ISSUES WITHIN THE FRAMEWORK OF
THEUN OR THE BRETTON WOODS INSTITUTIONS RESPECTIVELY, MRS GANDHI
WAS PROPOSING A CAKCUN-STYLE MEETING WITH LIMITED REPRESENTATION
FROM NORTH AND SOUTH. JHA FURTHER SUGGESTED THAT THE TEXTS FOR
SUCH A MEETING SHOULD BE THE HELLEINER REPGRT, THE REPORT OF THE
HAM EXPERTS GROUP AND THE G10 REPORT COMMISSIONED AT WILL | AMSBURG.

3. MR TRUDEAU SAID HE wWOULD WELCOME ANY INITIATIVE THAT MQVED

THE NORTH/SOUTH DIALOGUE ''OFF DEAD CENTRE'® AND WOULD TAKE ACTIVE
PART IN DISCUSSIONS OF THIS IDEA AT THE LONDON SUMMIT.

HOWEVER HE SAID THAT THE BRETTON WoODS INSTITUTIONS RAD PLAYED

A EEEE AHD POSITIVE ROLE AND THAT ANY NEW INITIATIVE SHOULD

BUTLD UPON THEM, NOT SEEX TO REPLACZ THEM. ;-

4. IN MORE GENERAL DISCUSSICHN OF THIRD WORLD' INDEBTEDNESS, MR
TRUDEAU STRESSED THE NEED TO THINK ABOUT MEDIUM AND LONG TERM
SELQI;GNS. HE ALSO RAISED THE QUESTION GfFE?EGCTURAL ADJUSTMENT
AND THE NEED TO RECOGHISE THE REALITY OF INTERDEPENDENCE. HE
SA1D HE WOULD BE RAISING THESE PUINTS AT THE SuUMiMIT.
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5. OVER LUNCH, MARCHAND AND H|IS COLLEAGUES SOUGHT FURTHER

CLARIF ICATION OF THE CANCUN-STYLE MEETING. JHA SAID |7 NEED NOT
BE AT HEADS OF GOVERNMENT LEVEL. FINANCE MINISTERS MIGHT BE MORE
APPROPRIATE. IT EMERGED Id DISCUSSION THAT MRS GANDHI SAW THIS
MEETING AS PREPARATION FOR A FULL BLOWN INTERNATIONAL MONETARY
CONFERENCE. CANADIANS MADE 1T CLEAR THAT THEY WOULD HAVE DIFFICULT=-
IES IN PARTICIPATING IF THIS WERE THE CASE. JHA REACTED NEGATIVELY
TO CANADIAN SUGGESTION THAT NORTH/SOUTH MONEY AND FINANCE ISSUES
MIGHT BEST BE PURSUED THROUGH THE DEVELOPMENT COMMITTEE OF THE
IMF/1BRD.
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10 DOWNING STREET

From the Private Secretary

MR. HATFIELD
CABINET OFFICE

Economic Summit

The Prime Minister said today that
she would like to have by her at the Summit
copies of all the communigues issued by
previous Summits. I should be grateful if
you could arrange for these to be made
available in time for the briefing session
on 1 June.

30 May 1984
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From the Private Secretary 30 May 1984

ECONOMIC SUMMIT: MESSAGE FROM MRS. GANDHI

Thank you for your letter of 29 May.

The Prime Minister has approved the proposed
reply to Mrs. Gandhi's letter of 16 May which you
enclosed with your letter, subject to the amend-
ment of the last paragraph to read: "As I told
Mr. Jha, I should be glad to send an emissary to
India after the Summit to give you an account
of our discussions on these and other matters.'.

I should be grateful if you could arrange
for the despatch of the Prime Minister's reply.

Peter Ricketts, Esq.,
Foreign and Commonwealth Office.




With the compliments of
Shridath S. Ramphal

Commonwealth Secretary-General V-
7

This is further to Sir Peter Marshall's note
to you, enclosing an unsigned copy of my
letter to the Prime Minister.
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Marlborough House, Pall Mall, London "-yQ; .
Telephone: 01-839 3411
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‘FFICE OF THE COMMONWEALTH SECRETARY-GENERAL

MARLBOROUGH HOUSE-PALL MALL- LONDON SW1Y BHX

24 May, 1984
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I have written you separately on the London
Economic Summit in the context of the Commonwealth
meeting at New Delhi and our follow-up work.

Last week, I suspect much influenced by our
Commonwealth work, I was made Chairman of “the United
Nations Committee for Development Planning - one of the
few bodies in the UN system functioning, not at an
intergovernmental, but at an individual, level. We are
presumed to be 'wise men'. I have the benefit of eminent
Commonwealth colleagues as members of the Committee:

Sir Kenneth Berrill, Gerry Helleiner, I G Patel, Bernard
Chidzero; and from OECD countries: Robert McNamara,
Jean Pierre Cot, Armin Gutowski and Gerasimos Arsenis.

We were joined last week by Robert Neild of Cambridge and
Bernard Wood of Canada, in addition, of course, to the
other members.

At the end of the meeting, in addition to our
report, we agreed a Statement which I send to you, as
Chairman of the London Summit, and will circulate to your
colleagues; you may also receive a copy of this Statement
from the UN Secretary-General, to whom we sent it formally.

The Rt Hon Margaret Thatcher MP
Prime Minister of Great Britain
and Northern Ireland

10 Downing Street

London S W 1




The Statement speaks for itself. I do assure
you that it came from this wide-ranging Group out of a
deep concern that unless we act quickly in the areas of
monetary and financial reform, international debt and
the plight of the poorest, especially in Sub-Saharan
Africa, greater dangers may overwhelm the world economy
and many countries.

I am glad to say that the thrust of all this
international thinking is supportive of the Commonwealth's
conclusions at New Delhi. I am, therefore, reinforced in
the conviction with which I urge the Statement from the
Committee for Development Planning on you as you prepare
to chair the London Summit.

With deep respect,

Shridath S Ramphal




THE UNITED NATIONS COMMITTEE FOR DEVELOPMENT PLANNING

Statement at the Conclusion of the 20th Meeting

17 to 21 May 1984

The Committee for Development Planning is one of the few
standing bodies within the United Nations system whose members
serve not on an inter-governmental but on an individual basis.
That membership is drawn from a great variety of countries, of
North and South, of East and West. Through the Committee, we
work and speak as members of the human family.

As the Committee concludes its 20th session, its members
underline the deep concerns for international economic co-operation
and more especially for development, which have prevailed
throughout their meeting. We do so with particular awareness of
the urgent need for leadership in the international community on
these matters that touch the lives of several hundreds of millions
of the world's people. \

3

We draw particular attention to three areas of need which
the international community must urgently address and by its
responses give hope of practical fulfillment. They are as follows:

1) There have been calls from many quarters for
reform of the international monetary and financial
system; but with the international community failing
to respond in any significant way, that need has
grown steadily more acute.

It is now 40 years since the 'Bretton Woods'
system provided a framework for international
economic relationships in the post-war world and
nearly a decade since that framework ceased to
function on the premises on which it was established.
During that time nations have groped towards new
approaches, but without success; and no self-
correcting mechanisms offer solutions. Today, there
is disorder verging on chaos in several areas
critical to the economic life of all nations: in
currency and capital markets, in international debt
and international trade, in the funding of inter-
national institutions, in international financial
flows. The effect is devastating for many economies
but the heaviest burdens is falling on the weakest
and poorest economies and therefore on the people
within our human society least able to bear that
burden. We do not believe that any country or group
of countries is free from blame; but major
industrialised countries have a special capacity to
give a lead in initiating a process of change. We
do not attempt to offer a blue-print; there are
many paths to reform. But we do urge that there is
now a quite desperate need to devise a process of

. o/ 2




dialogue and negotiation along practical and
manageable lines through which the interests of
all concerned can be pursued and the necessary
reforms agreed upon and initiated.

2) Longer term reforms will by their nature take
time even if a beginning is made now on devising

and negotiating them. However, some elements of

the crisis demand immediate attention. The current
situation with regard to international debt threatens
the world economy and many elements within it at a
level of gravity not experienced since the 1930's. We
do not believe that ad hoc responses on a case-by-case
basis will suffice for much longer. Prevailing high
interest rates are clearly one of the factors contri-
buting to the present crisis. We do not choose
between the many proposals being put forward, but we
urge international-action which faces the generalised
problem that now exists in the area of international
debt and, with the involvement of all concerned,
produces agreement upon equitable solutions.

3) It is within the poorest countries that human
suffering is greatest. At a time of world-wide
economic uncertainty and recession their plight is
correspondingly, even disproportionately, enlarged.
Sustained concessional flows to the poorest countries
therefore assume an even greater importance than usual;
it is little short of an internationalscandal that
those flows have declined in real terms and now face
special jeopardy. We urge the donor countries to agree
upon arrangements, whether by way of supplementary
funding or otherwise, for the effective replenishment
of IDA VII at a level not below $12 billion. We urge,
as well, that despite economic stringencies everywhere
official development assistance, particularly to the
poorest countries, be not diminished but moved steadily
towards the established targets. We are convinced that
not only in the long run but in short, such assistance
1s not a mere act of charity but in the interest of the
world community as a whole. We urge the major
industrialised countries to give the lead in this matter
which only the world's strongest economies can provide.

As members of the Committee for Development Planning, we
believe that without action now in at least these key areas of
international economic arrangements the present crisis will
deepen rapidly and bring incalculable suffering in human and
national terms. We believe also that these consequences will
bring with them their quota of political instability and upheaval.
The end cost, even in money terms, will far exceed what is now
involved by way of enlightened response.

U.N. Headquarters,
New York.

21 May 1984




COMMONWEALTH CONSULTATIVE GROUP ON INTERNATIONAL ECONOMIC ISSUES

PROPOSAL ON WHICH CONSULTATIONS ARE TAKING PLACE

What we have been seeking is a formula for a Committee that
can tackle the problems of the world's trade and payments systems,
which is capable of representing the views of all the nations and
groups that are concerned with these issues, yet at the same time
small enough to discuss the issues and work effectively. The
preferred option is the size, representation and constituency

structure of the Development Committee or the Interim Committee -

that is with 22 members, adjusted if necessary to reflect the
financial and trading interests of the international community, and

with a high level of representation, preferably Ministers, plus the
UN Director-General for Development and International Economic
Co-operation, the Managing Director of the IMF, the President of the
World Bank, the Director-General of GATT and the Secretary-General
of UNCTAD.

This Committee could establish a group of deputies to carry
out detailed work on its behalf, with a small Secretariat supported
by staff drawn from the international agencies. The Group would
have no executive authority and would proceed strictly on the
basis of consensus consultations. If, however, any cases emerged
of agreement which permitted early action through existing insti-
tutional mechanisms, these would be actively pursued. While this
work is continuing, negotiations could proceed in other forums.
The Group would make a progress report within a year of being
constituted. The process could be initiated through Resolutions
adopted in parallel on an agreed basis by the General Assembly of
the United Nations, the IMF, the World Bank and, to the extent
that its responsibilities are involved, GATT. The report of the
Group would be to these bodies.

An alternative, somewhat favoured by representatives of the
G-77, would be a Group comprising the G-10 and a representative
group from the G-77 constituted, for example, by widening the
Group of 5 of the Non-Aligned States to say 15. Discussion in




such a joint Group could lead to negotiations which might in
time be generalised in a wider negotiation between the OECD and
the developing countries. Representatives of the UN Secretary-
General and the specialised agencies could participate in the

same way as proposed in the first option.

Two other options have been considered: the constitution

of a Preparatory Group in an ad-hoc informal Ministerial meeting

organised on a Cancun-style basis, with a few Commonwealth leaders
playing catalytic roles;and a Preparatory Group set up by the UN
Secretary-General after consultation with governments, as was
proposed at the 38th Session of the UN General Assembly. Neither
of these proposals gained much support.

The Commonwealth Group believes that the first option is the
best practical proposal that has emerged for the process which
more and more appears to be inevitable before too long. The
broad agenda which we adopted for the Group to consider is
headed '"Areas for consideration in the framework of world recovery
and development:

- The role of the IMF, including balance of payments
support,adjustment, conditionality and surveillance,

SDR's and international liquidity.

The role and resource position of the multilateral
development institutions, particularly the World
Bank and IDA.

Financial flows including ODA and commercial flows

and problems of external debt.

Trade liberalisation, protectionism and structural
adjustment.

Linkages between money and finance, trade and

economic development."




The agenda is substantial without being all-embracing and it is

recognised that the list of issues for eventual negotiation may
be contracted.

The Group intends to meet again in September, immediately

before the Commonwealth Finance Ministers' annual meeting which

in turn immediately precedes the annual meeting of the Governors
of the Fund and the Bank. This kind of timetable appears to be
feasible for a Group which would use 1985 as the year in which to
do its work.




COMMITTEE FOR DEVELOPMENTD PLANNING
Twentieth session
New York, 17-21 May 1984
PROVISIONAL LIST OF PARTICIPANTS

Members

ABDALLA, Ismail-Sabri (Egypt). Chairman, Third World Forum and former
Minister of Planning.

ARSENIS, Gerasimos D. (Greece). Minister of the National Economy, Minister
of Finance and former Governor of the Bank of Greece.

CHIDZERO, Bernard (Zimbabwe). Minister of Finance, Economic Planning and
Development.

COT, Jean Pierre (France). Professor of International Law at the Sorbonne,
Member of Parliament and Former Minister for Co-operation and Development.

DE SOTO, Hernando (Peru). Chairman, Liberty and Democracy Institute, Peru,

FURTADO, Celso (Brazil). Professor of Economic Development, Institut des
Hautes Etudes, Université de Paris, and former Minister of Planning.

GUTOWSKI, Armin (Federal Republic of Germany). President, Institute for
Economic Research, Hamburg.

HUAN, Xiang (China). Senior Adviser, Chinese Academy of Social Sciences and
Professor of Political Economy, Beijing University.

ICHIMURA, Shinichi (Japan). Professor of Economics, Kyoto University and
Member, Committee for International Economic Co-operation, Office of the
Prime Minister, Government of Japan.

McNAMARA, Robert S. (USA). Chairman, Overseas Development Council and former
President of the World Bank.

NGAMPORO, Joseph Elenga (Congo). Minister for Commerce, Government of the
Congo and former Dean, Department of Economics, University of Brazzaville.

OHLIN, Goran (Sweden). Professor of Economics, University of Uppsala and
Executive Secretary, Independent Commission on International Development
Issues.

PAJESTKA, Jozef (Poland). Member, Polish Academy of Social Sciences and
Director, Institute of Economic Sciences, Government of Poland.

RAMPHAL, Shridath S. (Guyana). Commonwealth Secretary-General and former
Minister of Foreign Affairs and Justice and Attorney General.




RQJO, Luis (Spain). Director-General of Research at the Bank of Spain.

SADLI, Mohammad (Indonesia). Professor of Economics, University of
Indonesiaj and former Minister of Mines and of Manpower.

SOBHAN, Rehman (Bangladesh). Chairman, Bangladesh Institute of Development
Studies.

STANOVNIC, Janez (Yugoslavia). Former Executive Secretary of the Economic
Commission for Europe.

Invited experts

DELL, Sidney, Executive Secretary, Centre for Transnational Corporations

NEILD, Robert (United Kingdom). Professor of Economics, University of
Cambridge and former Director of the United Kingdom Institute
Economics and Social Research

RAJ, K.M., Former member of the Committee for Development Planning

TELLO, Carlos (Mcxico). Professor of Political Economy at the University of
Mexico

WOOD, Bernard (Canada). Chairman of the North-South Institute

of
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TEL NO 557 OF 29 MAY 1984

MIPTs LONDON ECONOMIC SuMMIT,
FOLLOWING 1S TEXT OF SECRETARY GENERALS LETTER.

DEAR PRIME MINISTER,

| AM PROMPTED TO ADDRESS YOU JUST BEFORE THE LONDON SUMMIT By Tt
FEELING THAT THE TENSE WORLD POLITICAL SITUATION 18
MAK NG THE SOLUTAON OF ECONOMIC PROBLEMS MORE DIFFICULT. THE

ACCUMULAT ION OF ECONOMIC DIFFICULTIES 15 AN TURN ADDING TO
TENSIONS,

THE ECONOMIC RECOVERY N MOST OF THE COUNTRIES

PARTICIPATING IN THE SUMMIT 1S, NO DOUBT, A POSITIVE ELEMENT.
THAT THIS RECOVERY 1S FOR THE MOMENT UNATTENDED BY RESURGENT
INFLATION IS AN ADDITIONAL TRIBUTE TO THE EFFORTS UNDERTAKEN BY
YOU ON THE LINES ENVISAGED IN WILL IAMSBURG,

I KNOW THAT AT THE SUMMIT YOU WILL BE DEALING WITH A WIDE
RANGE OF ISSUES OF DIRECT CONCERN TO YOUR ECONOMI£S. BUT N
THE CONTEXT OF OUR INCREASINGLY (INTERDEPENDENT WORLD 4 WANT TO

RAISE ISSUES RELATING MAINLY, BUT NOTEXCLUSIVELY, TO THE
SITUATION OF DEVELOPING COUNTRIES.,




SITUATION OF DEVELOPING COUNTRIES,

AS FEARED, THE RECOVERY /IN INDUSTRIAL ECONOMIES 1S SO FAR
MAVING A RELATIVELY MODEST IMPACT ON MOST DEVELOP ING

COUNTRIES. AFTER THREE CONSECUTIVE YEARS OF DECLIMING OVERALL
PER CAPITA NCOME, DEVELOPING COUNTRIES WILL 4N 1984 EXPERIENCE
ONLY MINOR GAINS. THE SAME S LIKELY WEXT YEAR.

{T APPEARS TO ME THAT THREE ISSUES ARE ‘IMPORTANT.

FIRST, ‘WNTERNATIONAL TRADE, ‘IN PARALLEL WITH THE OVERALL
RECOVERY, 5 NOT EXPECTED FOR THE MOMENT TO BE THE DRIWING
FORCE ‘\eBEW 1T WAS PRIOR TO THE RECESSION. THAT WOULD BE
UNFORTUNATE, FOR MANY DIFFICULTIES, BOTH WX THE NORTH AND N
THE SOUTH, -INCLUDING THOSE RELATING TO STRUCTURAL ADJUSTMENT,
COULD BE OVERCOME 1F TRADE EXPANDED MORE VIGOROUSLY.

4 WOTE THAT THE RECENT MINISTERIAL MEETING OF THE OECD

TOOK AN [MPORTANT STEP TOWARDS A **NEW ROUND OF MULTILATERAL
TRADE NEGOTIATIONS®'. SUCH A ROUND, TO BE SUCCESSFUL, WiLL
REQUIRE THOROUGH PREPARATIONS. HOWEVER, THESE PREPARATIONS
NEED NOT DELAY IMMEDIATE DEC1SIONS BE ING TAKEN TO REDUCE OR DO
AWAY WITH PROTECT|ONIST MEASURES, AS CALLED FOR BY SEVERAL
PREVIOUS DECLARATIONS AND DECISIONS,

THE SECOND ISSUE 1S THE DRAMATIC SITUATION IN AFRICA = A
RESULT OF UNFAVOURABLE EXTERNAL CIRCUMSTANCES, ADDiiG T0
ALREADY WEAX STRUCTURES, AND BOTH DRAMATICALLY EXACERBATED BY
THE |MPACT OF SEVERE DROUGHT AND OTHER CALAMITJES. THESE
FACTORS HAVE LED TO WIDESPREAD HUNGER AND STARVATION.

AN A YEAR WHEN THE GLOBAL FOOD SITUATION IS RELATIVELY
SATISFACTORY, SUCH A STATE OF AFFAIRS IS DIFFICULT TO ACCEPT.
DOMESTIC ADJUSTMENTS 1N SOME AFRICAN COUNTRIES ARE NO DOUBY
REQUIRED, AND SEVERAL COUNTRIES ARE IN FACT UNDERTAKING SUCH
ADJUSTMENTS. THIS 1S PRECISELY THE MOMENT WHEN INTERNATIONAL
SUPPORT SHOULD NOT BE WEAKENED. /AN THIS CONKECTION, | CANNOT
BUT EXPRESS MY CONCERN AT THE RECENT DECISION ON THE SEVENTH
REPLENISHMENT OF |DA WHICH WiLL HAVE SERIOUS IMPLICATIONS FOR
AFRICA, SINCE IDA FUNDS ARE ESSENTIAL FOR LOw INCOME COUNTRIES.

AT THE END OF LAST YEAR | LAUNCHED A PUBLIC APPEAL FOR
ADDITIONAL SUPPORT TO AFRICAN COUNTRIES, AND I AM APPRECIATIVE
OF THE RESPONSE THAT HAS BEEN FORTHCOMING, BUT MUCH MORE NEEDS
YO BE DONE,

MY SUGGESTIONS ARE AS FOLLOWS:
- RESPOND URGEXTLY TO THE NEED FOP ADDITIONAL EMERGENCY

RESOURCES, INCLUDING FOOD AID AND ASSISTANCE TO THE
AGRICULTURAL SECTOR,




AGRICULTURAL SECTOR,

. = OFFSET THE NEGATIWE HMPACT OF THE DECHSHON ON 4DA Wij—
E4THER THROUGH THE PROPOSED SUPPLEMENTARY FUNDING IRRAIGEHEIT
OR lPPﬂOPRIlTE HNCREASE % OTHER FUNDINGS,

—

—— _—

= EXPEDITE ACTION ON STABILISING AND STRENGTHENING
COMMODITY MARKETS AND EARMINGS, 4MCLUDING THROUGH AN EARLY
ACTI¥ATION OF THE COMMON FUuND,

THE THIRD 4SSUE RELATES TO THE DEBT PROBLEM.

% WAVE BEEN ACUTELY DISTRESSED BY THE EXTRAORDANARY NUMAN
SUFFERING CAUSED BY SEVERE AUSTERITY PROGRAMMES 4% SEVERAL
DEVELOPING COUNTRIES VISITED BY ME RECENTLY 4N AFRICA AND LAT N
AMERICA. IN MANY OF THE COUNTRIES AFFECTED, BOLD MOVES WAVE
BEEN TAKEN TOWARDS DEMOCRACY, MY CONCERN WS THAT THE EXTREME
SOCIAL AND ECONOMIC HARDSHIP THAT 4S5 CURRENTLY BEANG FELT CAN
ENDANGER THE 'IMPRESSINE PROGRESS MADE TOWARDS POL FTHCAL
LIBERTY, AND DAMAGE THE INFRASTRUCTURE AND PRODUCT-IWE CAPACITY.

I DO NOT WISH TO GO INTO SPECIFIC SOLUTIONS TO THE DEBT
PROBLEM, BUT ' DO SHARE THE CONCERNS OF THOSE WHO WONDER If THE
MEASURES PRESENTLY BEING ADOPTED :Eg_g[_&_gﬁ§1155ﬁ!££g5:_THE
TAME MAY HAVE COME FOR GOVERNMENTS, BANKS AND DEBTOR COUNTRIES
TO SEARCH FOR A MORE DURABLE WAY OUT. OF COURSE, TRADE
LIBERALISING MEASURES TO ACCOMPANY THE RECOVERY WOULD HELP
GREATLY, BUT ‘IN THE IMMEDIATE FUTURE ANY STEPS THAT CAN BE
TAKEN TO MODERATE INTEREST RATES AND STRETCH RfﬁgﬂEQULIHG OVER
LONGER PERIODS WOULD SEEM TO BE HIGHLY DESlﬂlBLE. A LONGER
TIME PERIOD NEEDS TO BE ALLOWED TO THE DEBTOR COUNTRIES TO
ADJUST THEIR ECONOMIES. SUCH ADJUSTMENT wOULD BE GREATLY
FACILITATED BY ADDITIONAL LIQUIDITY (FOR UNSTANCE, THROUGH AN
ISSUE OF SDRS), AND LONG TERM F{NANCE = BOTH CONCESSIONAL AND
NON=CONCESS IONAL ,

THE JSSUES {1 HAVE RAISED ARE PART OF A BROADER SET OF

PROBLEMS AFFECTING NORTH/SOUTH RELATIONS., FROM THAT POINT OF
VIEW 1T IS UNFORTUNATE THAT GOVERNMENTS IN THE UNITED NATIONS
HAVE NOT YET SUCCEDED IN LAUNCHING A PROCESS, ACCEPTABLE YO
ALL F PARTIES, TO DISCUSS AND NEGOTIATE THE WIDE RANGE OF
OUTSTANDING 4SSUES. I' HOPE THE LONDON SUMMIT WILL BE ABLE TO
OVERCOME THE REMAINING OBSTACLES TO THE COMMENCEMENT OF SUCH A
PROCESS.,

PLEASE ACCEPT, PRIME MINISTER, THE ASSURANCES OF MY
HIGHEST CONSIDERATION.

JAVIER PEREZ DE CUELLAR,
THOMSON




With Compliments
K. Durham
Chairman

Unilever PLC

Unilever House
Blackfriars
London EC4P 4BQ

Telephone 01-




-1CC UNITED KINGDOM - CENTRE POINT-103 NEW OXFORD STREET-LONDON WCIA 1QB-
‘TELEPHONE: 01-240 5558 -TELEX: 21332-

29 May, 1984

The Rt Hon Mrs Margaret Thatcher MP.,
10 Downing St.,
London, SW1A 2AL

owe P Manite —
London Summit

I attach a copy of the Executive Summary of the submission which
the ICC is making to all the parties attending the London Summit
at Lancaster House.

The ICC, of which Unilever is an active member worldwide, has
members in over 100 countries of varying stages of development and
is therefore in a unique position to represent the view of business
in the whole of the non-communist world.

I am writing to you as Vice Chairman of ICC UNITED KINGDOM in the
absence abroad of our Chairman, Sir Peter Macadam.

We here feel that 1984 is the time to obtain agreement in principle
for specific action in 1984-86, when no leading governments expect
elections. We feel it is a time when the EEC, with its unique
experience of the Third World, can start a purposeful and considerate
process of reinforcement and extension of agreed international rules
governing trade. Clearly the British have a particular role to play
in this and a strong national interest in doing so.

If recovery is to be sustained, we nead to help other governments
resist protectionist pressures and tackle the probhlems of indebtedness
and budget deficits with new vigour.

Your Government has already shown the determination and leadership to
tackle difficult problems and we look forward to hearing of further
progress at the Summit and beyond.

[l

Kenneth Durham
Vice Chairman - ICC UNITED KINGDOM

ICC UNITED KINGDOM IS THE BRITISH AFFILIATE OF THE INTERNATIONAL CHAMBER OF COMMERCE.
Chairman: Sir Peter Macadam Deputy Chairman: K. Durham Joint Hon. Treasurers: W. K. Gardener, A. G. Tritton
Director: G. N. F. Wyburd Deputy Director: A. H. J. Muirhead
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STATEMENT
FOR SUBMISSION TO THE HEADS OF STATE AND GOVERNMEN'

ATTENDING THE LONDON SUMMIT, 7-9 JUKRE 1984
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SUMMIT, 7-9 JUNE 1984

view that three issues are paramount and closely erconnected - namely,
developing country indebtedness, protectionist restrictions on international
trade flows, and high fiscal deficits (particularly in the USA) which are
straining capital markets and raisi the cost of new borrowing and
outstanding debt. u Summit participants to develop a more

compreshensive and i grat TO: to these issues which recognises the

important linksges between them. ne prospects for a steady improvement
P Fa Ly

in tke external financial position of the indebted developing countries

deperd in large part on the sustaina ability of economic recovery in the

industrialised world; protectionism and high real interest rates are

posirz a dangerous threat to both. The ICC calls upon the Summit governments

to taze urgent steps to roll back protectionism and curb large fiscal deficits

whick are a principal cause of high real interest rates.
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1. THERD WAS & DISCUSSIUN TODAY OF ARRAKGEMENTS FUR THE ECOUNOMIC
SURMIT AT THL LERLIw LUWCH OF FURCIGK MINISTERS FROM US, UK, FRANCE

Akl WeST CLRMARY.

o, THE SLCRETARY OF STATL WAS ASKED TC OUTLINE THZ ARRARGEMENTS FUR
THE FUREIGN KINISTERS' DISCUSSIGNS AT THE ECONOMIC SUMMIT. THE
SECRETARY OF STATE ShlU THAT HIS Ali WAS TG MAKE MAXIMUN UST OF

THE TIMZ FOR BUSINCSSLIKE DISCUSSIONS BETWEEK FOREIGh MINISTERS.
HLADS OF GOVERNMENRT wOULD DISCUSS KEY FOREIGN POLICY JSSUES SUCH AS
TAST=wEST RELATIONS, ARMS COKTROL ARD POSSIBLY THE GULF, FOREIGK
FINISTERS COGULD D15CUSS A WIDLR RANGE OF FORL IGN POLICY ISSUES,
ESPECIALLY ORES WHICH WOULD ENGAGE THE JAPANESE., THE SECRZTARY OF
STATE WOULD SEND A MESSAGE TU HIS COLLEAGUES SHOURTLY BEFORL THE
SUr41T SUGGESTING SUEJECTS FOUR LI3CUSSION Ok THE FRIDAY EVENING.
SHULTZ AGRZED THAT IT WAS IMPURTAKT TO CHOOSE SUEJECTS WHICH wOULD
ENGAGE THE JAPAMNZSE, THOUGH THL JAPANESE THEMSELVES WERE SHUWIKG
MARKED IKTERLCST IK A WIDL RAKGE OF 1SSUES, INCLUDING ARMS CUNTROUL.
THLRD WERE MO OTHLR COMMERTS, .

3. ON TERKOR 15K, THE SECRETARY OF STATE ONCE AGAIN SAID THAT WE WERE
AIMING FOR A SUBSTANTIVE DISCUSSION, BUT NO FORMAL DECLARATIOK. THE
PRIME MINISTER WOULD MAKE A STATEMENT THAT TERRORISM HAD BEEK
DISCUSSED AND THAT FOLLOW=UP ACTION WOULL BE TAKENN WITHOUT GOUING

DISCUSSED AND MUST BE MCNTIONED AFTERWARDS AS HAVING BEEN DISCUSSEiD
SUBSTANTIVELY. it A LONG INTERJECTION, CHEYSSGR SAiD THAT THE MAGk
THING WAS TU IMPROVE PRACTICAL CO=ORDINATION BETWEEN POLICE,
SECURITY AUTHGRITIES, ETC RATHER THAK TG ISSUE DECLARATION, THE
HEADS OF STATC SHOULD ISSUE IKSTRUCTIGNS TO THZIR SECURITY
GRGAKISATIONS TC CO=GPERATE FULLY WITH THE OTHER SUMMIT COUNTRIES.
IF SOM: COUNTRIES THOUGHT THAT A NEW DECLARATION WAS ABSOLUTELY
ESSCHTIAL, EVEh THE FRENCH MIGHT NOT NECESSARILY OBJECT IK THE LAST
RESORT. THEL FREKCH ALSC THUUGHT IT IMPORTANT TO LOOK AT GAPS IN THL
JUDICIAL SYSTEMS OF THE JWDUSTRIALISED COUNTRIES WHICH TERRORISTS

WCRL ABLE TO EXPLUIT.

4, GENSCHLR ASKED ABOUT DISCUSSIORS ON NORTH=SOUTH ISSULS. THE
SECRETARY GF STATE EXPLAINED THAT THIS WOULD BE AN IMPORTANT THEMC
RUNK ING THRUUGH MUST OF THE SUBJECTS FOUR DISCUSSIOK, INCLUDING TRALL,
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DEBT AKD RECOVERY. GENSCHER SAID THAT THE GIsmah FISSION Ik KEW YORK
WAS REPOURTING THAT THokt HAD EZtk A CHANGE I THE ATTITUDE OF GT77
COUNTRIES, THEY WCREL ADOPTING & (WORE AGGRESSIVE TOKL, BUT PURSUING
THE i Gwili REGIOWAL IRTERCSTS KUCH MURL SINGLL=SIKGEDLY. TH1S WAS &
PUSITIVE DEVELOPMERT SIKCE )T HELPEL TO FOCUS MIKUS ON THE REAL

15

SUE HE WOLUZRLD WHCTHER THERE WUULL BE UISCUSSIUN OF JDEARS AGUUT
A SLECO

U \'.‘\ln\.bh fn.a.T‘l-U.

£« THHE SLCRETARY OF STATL SA&IL THAT ANOTHER CANCUK MIGHT REUNIFY THL

P e
-

G77 IK Al UWhELPFUL WAY AW FOCUS ATTLHTIOR AWAY FRUM PrRACTICAL
“ngbgb. SHULTZ COMMERTED THAT CAWCUNL HAL ELch A HCALTHY DLVCEpﬂﬂ;hT.
PRESILENT RLAGAK'S SPEECH HAD HELPED TO FOCUS ATTENTION ON THE KEED
FOR INDIVIDUAL COUNTRIES TG CREATE SELF=GEWERATING GROMTH. CHLYSSGH
TRIL THAT IF THL LlaCbaolbhu AT THE LONDON_ LCONUNIC aUﬁth SHOWLL
THAT THZRE WERL GUOGD PRUSPEICTS FUR A SOLUTION Tu THE DEST PROLCLEN,
ANL HERCE 'SGMJHWU USEFUL TO DISCUSS AT CARCUN, HE m

HAVE WO OBJECTIONS TG A SECOS KD C&huuﬂa BUT IF THE UUTCgﬂE AT THE
TLOHDOL SUMMIT D1D NOT SET THE RIGHT SCENE, THEK THE FREACH WOULD
NOT BL Ik FAVOUR O R sgcoaw CMH..Uh-

6. SHULTZ OHCE AGAIh SKID THAT HZ FELY THERL WAS & GAP Ik THEL
SYSTLK OF REGULAR MCETlhﬁé OF FURE 1GK FlnloTERS. FINAKCE
MIKISTERS fdAL THEIR G5, HE WOULD BGE IN FAVuUr OF EITHER & G5 U A& C7
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TELEGRAM NUMBER 1659 OF 29 MAY

SECRETARY OF STATE'S BILATERALS WITH REGAN AND LAROSIERE

SECRETARY REGAN

1. THE SECRETARY OF STATE'S BILATERAL WITH TREASURY SECRETARY

REGAN PROVIDED AN OPPORTUNITY TO REVIEW THE PROSPECTS FOR THE
LONDON SUMMIT, DISCUSS THE INTERNATIONAL DEéT SITUATION, RECEIVE AN
ORAL REPORT ON US EFFORTS TO LIBERALISE JAPANESE CAPITAL MARKETS,
DiSCUSS THE PROSPECTS FOR INTEREST RATES AND THE US BUDGET

DEFICIT AND TO DISCUSS UNITARY TAXATION. REGAN WAS SUPPORTED BY
MCNAMAR, SPRINKEL AND MULFORD.

LONDON ECONOMIC SUMMIT

2. SECRETARY REGAN_ SAID THAT THE ADMINISTRATION WAS BASICALLY
CONTENT WITH THE DRAFT COMMUNIQUE FOR THE LONDON ECONOMIC SUMMIT,
BUT THAT HE THOUGHT A FEW CHANGES WERE DESIRABLE. IN PARTICULAR,
HE WOULD WISH CHANGES TO BE MADE TO THE WORDING SUGGESTED BY THE
FRENCH ON THE URGENCY OF THE FOLLOW-UP_TO THE G10 STUDIES ON THE
OPERATION OF THE INTERNATIONAL MONETARY SYSTEM AND TO THE

QUOTE WORTH-SOUTH UNQUOTE REFERENCES IN THE COMMUNIQUE IN VIEW
OF THE NEED NOT TO REVIVE INTEREST IN GLOBAL NEGOTIATIONS.

INTERNAT IONAL DEBT

3. IN A DISCUSSION OF INTERNATIONAL DEBT, WHICH REGAN THOUGHT
WOULD BE ONE OF THE MAIN THEMES OF THE SUMMIT, HE SAID HE DID NOT
BELIEVE THAT THE FORMATION OF AN ACTIVE DEBTORS' CARTEL AND THE
'“q-:w—-—'-"___‘ -

DECLARATION OF MORATORIA WAS AN IMMINENT THREAT, ALTHOUGH HE -
THOUGHT IT COULD BECOME ONE IF INTEREST RATES CONTINUED TO RISE.
HE BELIEVED THAT SOME DEBTOR NATIONS WERE TALKING TOUGH AT

PRESENT BECAUSE THEY THOUGHT THIS WOULD LEAD TO PRESSURE BEING
PUT ON THE US AT THE LONDON SUMMIT TO GIVE THEM MORE FAVOURABLE
TREATMENT, AND TO BRING DOWN US INTEREST RATES. SECRETARY REGAN
—— -

POINTED OUT THAT A RISE IN THE PRICE OF OIL WOULD SERIQUSLY DAMAGE

THE PROSPECTS OF MOST LDCS FOR REPAYING THEIR DEBTS.

INTEREST RATES

4, ON THE PROSPECTS FOR INTEREST RQTES, SECRETARY REGAN SAID THAT THE
STRONG RISE IN THE US ECONOMY HAD LED THE FED - WHICH FEARED A
REVIVAL OF INFLATION = TO RESTRAIN THE GROWTH OF THE MONEY SUPPLY.
TH1S RESTRAINT WOULD NOW BE LESS THAN IT WOULD BE OTHERWISE

BECAUSE OF THE DIFFICULTIES EXPERIENCED BY THE CONTINENTAL BANK

OF ILLINGIS. HE DID NOT SHARE THE FED'S INFLATIONARY FEARS. THE
PROSPECTS FOR D?}F};G‘H}Tﬁ THE US BUDGET DEFICIT WERE GUGOD. A DEFICIT
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OF DOLLARS 170 BN WAS THE MOST EXPECTED FOR FYS4. BY FY85 THE
DEFICIT COULD BE AS LOW AS DOLLARS 145 BN, WHICH WOULD ONLY AHOUNT

TG 3 PER CENT OF GNP. THIS WAS ASSUMING THAT THE DOWN-PAYMENT PACKAGE
WOULD CLEAR THE CONGRESS, WHICH NOW SEEMED VIRTUALLY CERTAIN. OVER
AND ABOVE THJS, SECRETARY REGAN CLAIMED THAT THE PRESIDENT WAS
COMMITTED TO TAKING FURTHER DEF ICIT-REDUCING ACTION IN THE PERIOD
BEYOND THE ELECTIONS. |

UNITARY TAX
5. ON UNITARY TAX, SECRETARY REGAN SAID THAT THE INTENTION WAS
70 GET THE REPORT OF H1S WORKING GROUP ON UNITARY TAXATION TO THE
PRESIDENT THIS WEEK AND FOR THE PRESIDENT TO PUBLISH A STATEMENT
ON 1 JUNE. HE SAID THAT ANY STATES THAT REFUSED TO SIGN THE
REPORT WOULD BE THREATENED WlTH PRELMPTIVE thEHﬁEHEEELEEATIUH
I 1985, AND THAT COMPANIES THAT TRY TO BLOCK "WATER'S EDGE
LEGISLATIGH AT STATE LEVEL WOULD ALSO BE THREATENED WITH SUCH
LEGISLAT[ON. HE WAS ANXIOUS THAT WE SHOULD COMMENT ON THE
DRAFT FLORIDA LtGlaLthGH THAT GOVERNOR GRAHAM QF PLOQ!DA
wouLD SEND TO THE ENBADSY AND |”PLIED THAT PROGRESS ON UNITARY
TAX WOULD COME FIRST IN FLORIDA RﬁThtﬂ THAN IN CALIFGRNIA WHERE
REVENUE CONSTRAINTS WERE VERY TIGHT BECAUSE OF PROPOSITION 13.
SECRETARY REGAN WAS AMBIGUOUS ABOUT WHETHER A PRESIDENTIAL STATE-
MENT WOULD CONTAIN A REFERENCE TO THE THREAT'OF PREEMPTIVE
FEDERAL LEGISLATION IN 1985 IF NO PROGRESS WAS MADE AT STATE
LEVEL, BUT NONETHELESS SUCH A THREAT SEEMED TG BE THE ADMINISTRAT-
ION'S MAIN MEANS OF SECURING THE IMPLEMENTATION OF A SATISFACTORY
SOLUTION.

JAPANESE CAPITAL MARKETS

6. THE US TREASURY TEAW WAS CLEARLY VERY PLEASED ABOUT THE
GUTCOME OF THE NEGQTIATIONS WITH THE JAPANESE ON OPENING UP
JAHAA:“C CAPITAL ”AEfFIP’ AND LOOKED FORWARD TO THE rCRhATION

OF AN HCTIJC EUROC=YEN “A?K:T (THE DETAILS OF THIS WILL BE REPORTED
— A ——
IN A SEPARATE TELEGRAM. )

THE MANAGING DIRECTOR OF THE IMF

7. THE MD DID WOT BELIEVE THAT DEVELOPMENTS IN THE WORLD ECONOMY WERE
AS BAD AS SOME DEPICTED. SOFAR THE LDC DEBTORS HAD BENEF ITED

FROM A RECOVERY IN THEIR EXPORTS THAN THEY HAD LOST THROUGH HIGHER
INTEREST RATES. FURTHER RISES IN INTEREST RATES COULD TILT THE
BALANCE AGAINST THE LDCS. HE DID NOT FAVOUR INTEREST RATE CAPPING
DEVICES. THE PRIORITY SHOULD BE TO SUPPGRT, IN A PRACTICAL FASHION,
THOSE DEBTORS WHICH WERE UNDERTAKING SUCGESSFUL ADJUSTMENT. MEXICO
WAS THE CASE IN POINT. HIS PREFERRED COURSE WAS FOR THE

CREDITORS TO REPLAGE THE PRESENT UNSATISFACTORY ANNUAL RESCHEDUL INGS
WITH MULTI-YEAR RESCHEDULINGS, COVERING PERHAPS FOUR YEARS. THIS
WOULD HELP DEAL WITH THE BUNCHING OF AMGRTISATIONS. BRAZIL COULD

BE THE SECOND CANDIDATE FOR SUCH TREATMENT. IF THE MEXICAN AND
BRAZIL [AN DEBT PROBLEWMS COULD BE DEALT WITH IN THIS WAY, ANY
DIFFICULTIES CAUSED BY ARGENTINA COULD BE CONTAINED EVEN IF THAT
COUNTRY DID NOT AGREE TO A SATISFACTGRY IMF PROGRAMME-

MORE

2
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8. THE MANAGING DIRECTOR HOPED THAT THE ECONOMIC SUMMIT COULD
ACHIEVE THREE RESULTS. FIRST, IT SHOULD SET OUT A STRATEGY FOR
OPENING UP TRADE BARRIERS AS QUICKLY AS POSSIBLE, PARTICULARLY

IN A WAY WHICH BENEFITED THE LDCS. SECOND, IT SHOULD, ESTABLISH

A STRATEGY -FOR MULTI-YEAR RESCHEDULING OF DEBT SO THAT THIS APPROACH
COULD ASSIST MEXICO, BEFORE THE ND OF THE SUNMER. FINALLY, THE
SUMMIT SHOULD GIVE THE UNITED STATES ADMINISTRATION A STRONG
MARNING THAT IT SHOULD QUICKLY CORRECT ITS BUDGET DEFICIT. THE
"WORLD COULD NOT EXPECT THE LDCS TO PUT THEIR OWN ECONOMIES IN ORDER

WHEN THE US ECGNOMY WAS NOT.

9. FCO PLEASE PASS TO PS/CHANCELLOR, LITTLER AHD BOTTRILL (HM
TREASURY) AND TO TAIT (ERD).

WRIGHT

FINBNCIPL CorES TO.

NRAD
CoPy PDDRESSEES
ERD ¥
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TELEGRAM NUMBER 1653 OF 29 MAY

INFO PRIORITY PARIS, BONN, ROME, OTTAWA AND TOKYO

FOLLOWING FROM PRIVATE SECRETARY

SECRETARY OF STATE'S DINNER WITH SHULTZ: ECONOMIC SUMMIT

—

TERROR I Sh

1. THE SECRETARY OF STATE RECALLED THE DISCUSSION ON TERRORISM AT THE
LAST MEETING OF PERSONAL REPRESENTATIVES. THE INTENTION STILL WAS TO
HAVE A SUBSTANTIAL DISCUSSION OF TERRORISM BUT NOT_TO ISSUE A
DECLARATION. INSTEAD THE PRIME MINISTER WOULD MAKE A CHAIRMAN'S
STATEMENT RECORDING THAT THERE HAD BEEN A FULL DISCUSSION AND THAT
THERE WOULD BE FOLLOW-UP ACTION. ey

a—

2. SHULTZ SAID THAT HE THOUGHT THIS WAS A VERY SENSIBLE PLAN. THE
MAIN THING WAS TO ENSURE THAT THE STATEMENT COVERED SUBSTANCE. THERE
WERE A& LOT OF PROBLEMS, IN DEALING WITH TERRORISM WHICH HAD NOT ALL
BEEN THOUGHT THROUGH.

LONDON CHARTER

35 THE RETARY OF STATE SUMMARISED THE BACKGROUND TO THE PRESENT
DRAFT ANI iMAN CONCERNS THAT THE §UMMIT.SHOULD EMPHAS 1SE THE
SHARED VAL THE SUMMIT COUNTRIES SINCE IT CAME TwO DAYS AFTER
THE NORMAND

4. SHULTZ COMMENTED THAT THE DRAFT WAS FINE BUT IT OUGHT TO CONTAIN
SOME REFERENCES WHICH COULD BE CONNECTED T0 CURRENT ISSUES, THOUGH
Ht REALISED THAT THIS MIGHT PUT TOO MUCH OF STéth Oﬂ IT. SHULTZ DID
NOT ELABORATE ON WHICH CURRENT ISSUES HE MEANT, THOUGH U S OFF ICIALS
SAID PRIVATELY THAT THEY HAD IN MIND WORDING WHICH COULD LINK THE
STATEMENT TO THE GULF AND CENTRAL AMERICA. THE SECRETARY OF STATE
REPLIED THAT IT WOULD BE VERY DIFFICULT INDEED TO INCLUDE WORDING
REFERRING TO CURRENT ISSUES SINCE THE CHARTER WAS INTENDED TO BE
TIMELESS.

CONHDENTiAL [!fOQe:‘th-
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FOREIGN MINISTERS' MEETING

5. THE SECRETARY OF STATE SAID THAT HE WANTED TO MAKE MAXIMUM USE
THE FOREIGN MINISTERS' MEETING TO COVER FOREIGN POLICY ISSUES NOT
DISCUSSED BY HEADS OF GOVERNHMENT. THIS PRINCIPALLY MEANT REG 1ONAL
|SSUES, ESPECIALLY THOSE OF INTEREST TO JAPAN (E.G. SOUTH-EAST
AS1A, KOREA, CHINA, THE GULF). SHULTZ AGREED AND REQUESTED ADVANCE
NGTICE ABOUT THE TOPICS TO BE COVERED AT EACH MEETING. THE SECRETARY
OF STATE REFERRED TO FRENCH RESERVATIONS ABOUT A FORMAL AGENDA, BUT
BAID HE THOUGHT 1T WwOULD BE POSSIBLE TO GIVE THE U § NOTICE ABOUT THE

/TOPICS BILATERALLY BEFOREHAND.

(

6. SHULTZ SAID HE WAS VERY MUCH IN FAVOUR OF THE IDEA GF MEETINGS OF

FORE IGN MINISTERS

OF THE SUFMFMTT COUNTRIES AFTER THE SUMMIT. HIS

IMPRESSTON WAS THAT ALL THE COUNTRIES WERE IN FAVOUR EXCEPT FRANCE.

THE SECRETARY OF

STATE SUGGESTED

FHAT PRESIDENT REAGAN MIGHT DISCUSS

THIS BILATERALLY FIRST WITH PEESIDENT MITTERRAND AND THEN RAISE IT
AT THE END OF THE SUMMIT.

WRIGHT
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London Economic Summit: Message from Mrs Gandhi

Thank you for your letter of 18 May giving a record of
Mr L K Jha's call on the Prime Minister.

We consider that it would be tactically better for the
Prime Minister to reply to Mrs Gandhi before the Summit.
She can thereby reasonably avoid having to take up the issues
of substance raised by the Indian Prime Minister. To reply
afterwards would risk a prolonged exchange of correspondence.
We should leave Sir Crispin Tickell to report the outcome of
the Summit when he visits New Delhi as Mrs Thatcher's personal
emissary.

I enclose the text of a suggested short reply to
Mrs Gandhi. If the Prime Minister is content, we suggest
that the High Commission in New Delhi should be asked to
deliver the text in advance of receipt of the signed original.

b v

%%A&f‘ 1230ﬂ;e£f§
(P F Ricketts)
Private Secretary

A J Coles Esq
No 10 Downing Street
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Enclosures—flag(s)

MR 1L er AR K RN K TYPE: Draft/Final 1+

Reference

Prime Minister

Your Reference

Shrimati Indira Gandhi

Prime Minister of India
Copies to:

Dear Prime Minister

Thank you for your letter of 16 May. I am
grateful to you for sending Mr Jha to hand it to me
personally and to explain the purpose of your message.

I am very conscious of your concerns and I shall
bring your letter to the attention of the other
participants at the London Economic Summit. We shall
certainly wish to discuss the propositions which you

have advanced.

At Loy fast K
As I told Mr Jha, I she®l send an emissary to
A

India after the Summit to give you an account of our

discussions on these and other matters.
Warmest regards

Margaret Thatcher
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FM FCO Z 84
TO PRIORITY NEW DELHI
TELEGRAM NUMBER
INFO WASHINGTON, OTTAWA, PARIS, BONN, ROME, TOKYO
MY TELNO 974 TO WASHINGTON: MESSAGE- FROM MRS GANDHI
1. Please deliver the following text of the Prime Minister's
reply (dated May) to Mrs Gandhi's letter of 16 May:
BEGINS
Dear Prime Minister
Thank you for your Letter of 16 May. I am grateful to you
for sending Mr Jha to hand it to me personally and to explain
the purpose of your message.

I am very conscious of your concerns and I shall bring your
Letter to the attention of the other participants at the London
Economic Summit. We shall certainly wish to discuss the
propositions which you hwi\fance&.

As I told Mr Jha, 1 &haLLksend an emissary to India after
the Summit to give you an account of our discussions on these
and other matters.

Warmest regards

NNNN ends Catchword
BLANK

telegram Margaret Thatcher

File number Dept Distribution

£k Economic Summit and North/South

: ERD
Drafted by (Block capitals) SAD

M L TAIT Add Dist: North/South

Telephone number

233 5220

Authorised for despatch

Comcen reference | Time of despatch




AdS5111CalIon dana

RESTRICTED

Margaret Thatcher
ENDS
2. Original follows by bag.

| NNNN ends Catchword
' BLANK

telegram







Ref.

MR COL

International TUC Delegation

Thank you for your minute of 24 May.

AP I now attach the Prime Minister's copy of the TUAC Statement
to the OECD Ministerial Council and a covering letter from the
TUC General Secretary which were handed over by Mr David Lea at a

meeting with Sir Robert Armstrong last week.

3 I have asked the TUC to make contact with No 10 directly (I
have given David Barclay's name to Mary Barber) to liaise on
practical details. Mr Lea said that they had not (as of last
Thursday night) finalised composition of the delegation but it
would consist of 16 principals, 5 TUC officials, and an absolute
maximum of 11 advisers/aides; ie 32 as a top limit. Four of the
principals will require interpretation. The languages concerned
are French, German, Italian and Japanese. I understand, however,
that the speaking contribution of these representatives is likely

to be limited to a token of two to five minutes each.

4. The names of the four interpreters are: Mr A Lawrence,
Mrs Y Mori, Mrs Eicke Crowley, and Mr Leo Cherman. The
interpreters are proposing to arrive at No 10 Downing Street at

10 o'clock on Thursday.

R P HATFIELD

29 May 1984

™ N =P F-K l-—ﬂ_v"}
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IRADES UNION CONGRESS

CONGRESS HOUSE - GREAT RUSSELL STREET - LONDON WCIB 3LS
. Telephone 01-636 4030 Telegrams TRADUNIC LONDON WCI

Rt Hon Margaret Thatcher MP
Prime Minister = RV
10 Downing Street IM/DL/JA

London SW1 Secretary's

May 24 1984

Dear Prime Minister

The World Economic Summit

I am enclosing a copy of the statement which we
look forward to discussing with you on May 3l.

May I take the opportunity to express our

appreciation for the cooperation which has been
shown in the administrative arrangements for
this meeting.

Yours sincerely

General Secretary

GENERAL SECRETARY: RT. HON. LIONEL MURRAY OBE DEPUTY GENERAL SECRETARY: NORMAN WILLIS
ASSISTANT GENERAL SECRETARIES: KENNETH GRAHAM OBE AND DAVID LEA OBE




trade union advisory committee to the

organisation for economic cooperation and development
commission syndicale consultative auprés de

I'organisation de coopération et de développement économiques

Statement to the DFCD's Ministerial Council and the

London Summit, May - June, 1984

Adapted by the 72nd Plenary Session of TUAC,

26 - 27 April, 1984

Paragraphs

INTRODUCTION AND SUMMARY 8

1 - THE FRAMEWORK FOR ECONOMIC AND EMPLOYMENT GROWTH

Growth and unemployment

Infrastructure investments

Negotiating structural change

Wage and labour market flexibility

Working time

TRADE, MONETARY POLICIES AND DEVELOPMENT

1. Trade policies

2. International monetary issues

3. Development cooperation

26, avenue de la grande-armée
F 75017 paris (17¢)

tél. 763.42.63 - 755.77.80
télex 620.160 OCDE paris




.. TUAC

Statement to the OFCD's Ministerial Council and the London Summit

Adopted by the 72nd Plenary Session of TUAC, 26 - 27 April, 19R4

INTRODUCTION AND SUMMARY

l1.Despite some recent encouraging signs ¢cf an
turn, unemployment remains very high throughout
the OFCD area and continues to grow in many cou
tries. Fcongmic arowth - let alone a recovery -
is by no means guaranteed, and cn present poli-
cies, the focrecast is for growth slcwing down a
noct spreading. The prospects of structural chan
have come tc mean additianal insecurity of pre
sent and future emplocyment and inccme for an eve
growing number of pecple. Such growth as has ta
place has nct been equitably distributed. Diffe
ces between agrocups in cur sccieties, and betwee
countries, have been growing and this has incresc
sed tensions both within and between ccocuntries,
developed and develcping alike.

.Problems caused by unbalanced growth, centinued
high unemplcyment and uncertainties due to struc-
tural chanaoe are seriocusly aggravated by the inte
naticnal monetary chacs, wcrld debt problems, an
austerity programmes which are imposed on a growi
number of countries. Joint deflationary poclicies
have strongly contributed to the recession in the
OECD ‘area. When the same kind of pclicies are pre
cribed for develcping countries, the effect is nc
thing short of devastating. The ©il price shocks
and the recession have hit harder mcst of the de
veloping cocuntries than the OFCD area. The least
develcped countries are in an especially dramatic
situatiocn, and many of them need emergency fccd

other aid simply to assure the survival of
ir pcpulations.,

.The pcverty and the need for real eccncmic and so
cial development of hundreds of millicns cof pecple
in the develcping countries can - and must - be
attacked by pclicies which alsc prcvide fcr acce
lerated econcmic and employment qgrcocwth in the 1in
dustrialised countries. The world eccnomy has be
come sc interdependent that there will be no durs
ble scluticn to economic and employment problems
in the OFCD area unless the issues cf underdevelcp-
ment and poverty in the whocle world are tackled.




Policies for economic and employment growth and for world
development, have to be coordinated as much as possible, in order to
maximise their positive effects. The more there is
delay and hesitation, the greater is the risk that
even the best individual countries' pclicies yield
cnly little or partial results. Growth which a-
mounts to a recovery has toc be the outcome of po-
licies negotiated and implemented jointly by all
countries.

.The werld eccnomy will not be pulled ocut cf the
recession by simple exhortations or by a "trick-
ling down" cf growth from North America. Reccvery
will not be achieved by passive government pclicies
and interventicns which are based cn the belief
that market fcrces have tc bg "liberated" from re-
qulaticns and institutions which have evolved
throughout mcdern histcry - and which have contri-
buted tc sccial procgress and econocmic efficiency
as well. The governments have the respconsibility
tc provide a framework for economic and employment
growth, and the most realistic way to achieve this
is through cccperaticn which involves the trade
unicns and the business community. The first step
shculd be for the governments to clearly demcns-
trate their political will to seek solutions ‘toge-
ther, and use and develop national and interrnatic-
nal econcmic policy tcols for a robust reccvery.

Real adaptation and desirable change in the OECD
ccuntries will not be promcted through intensified
cocmpetition, deregulaticn and privatisaticn, acccm-
panied by a weakening of sccial safequards, or if
wage levels are depressed and problems ocf low pay
and pcverty continue to spread. It is imperative

tc aveoid a develcpment tcwards a dual scciety,

with an escalating polarisation between the better
cff and those who lose out from structural change.
Sustainable growth can nogt be fostered thrcugh mea-
sures which in reality make it a divisive factor

in our societies. The cost of change must nct be
bcrne by thcse who lose frecm it. Governments have
the duty to devise theilr pclicies so that the be-
nefits cf economic growth and structural change will
be shared by all.

.Tc ccpe with structural change, cpportunities are
needed on a large scale. There is no room for adap-
taticn without a better growth path. Opportunities are not




provided by an incentives-based policy which in-
crease inequalities between groups and individuals.
Real adaptation will not be sustainable unless the-
re is active consent and willing participation of
all grcups in society. The automatic solutions of-
fered w to now to the OFCD countries and the world
econcmy have not worked. Falling inflation did not
by itself lead intc a recovery and more jobs. Cuts
in social expenditure have further weakened the
sgcial fabric and have not generated private invest-
ment., It is equally misleading to assume that now
recovery can be conjured by increasing wage and
labour market flexibility; this will cnly create
further obstacles to a healthy recovery which would
be fair for all.

A number of elements are indispensable in crder to
ensure that there will be economic and emplcyment
growth in the OFECD area and the whole world econoc-
my, in a way which does not lead intc an upsurge
cf inflation. The OFECD's Ministerial Council and
the London Summit should discuss, and agree upon,
a growth strategy based on the following items

(i) Jointly negotiated and cocrdinated mcne-
tary and fiscal policies, tec back up the
stuttering growth which has taken place
and toc ensure it is spread throughout the
OECD area and the world economy. Given the
internaticnal eccnomic linkages, the coor-
dination of measures individual governments
take to stimulate groewth will serve to
maximise the jocint pcsitive impact of these
measures cn econcmic growth and emplcocyment
creation.

An underpinning of an OFCD-wide reccvery
programme by fair and wcrkable policies

in each of the countries, which aim at
increasing productive and jocb-generating
investment. Such policies must be devised
and implemented by governments in ccnsul-
tation and through negotiations with trade
unigns and the business community.

A significant increase of bocth public and
private infrastructure investments. There

is broad agreement between trade unicns and
employers ocn the need for such investments.
When they are carried out in an internatic-
nally ccordinated way, the effect on emplocy-
ment and investment will be optimised with-
out detrimental results on government expen-
diture and trade balances.




government policies to facilitate struc-
tural change by creating opportunities

and promcting a situation in which collec-
tive bargaining between trade unions and
employers can have an important constructive role,
86 that change can teake place with a reascna-
ble degree of security of employment and
income.

A shortening of working time, through ne-
gotiations between trade unions and em-
plocyers which also aim at making full use
of the employment creation potential of
this measure. Governments should facilitate
and certainly not hinder the climate in
which such negotiaticns are conducted.
Balanced growth in world trade, which
possible only hand in hand with economi

and employment growth in all countries and
the expansion of domestic markets. Policies
which restrict domestic demand distort

trade flows and increase trade conflicts, and ma-
ke any "roll back"™ of protecticnism more difficult.
Measures to counteract the international
monetary chaos, to increase stability of
the exchange rate markets, tc reduce real
interest rates weocrld wide, and to sclve

the crld debt problem in ways which do

W
nct undermine but support the demccratic
e

process and strengthen the ecocnomic and
sccial potential of indebted nations.

(viii) A review of the conditionality framework
cf the Internatioral Monetary Fund, sc
that the conditions for countries in dif
ficulty do not mean a halt tc growth an
development but are constructive and pr
mcte the necessary structural adjustmen
An increase in rescurces for develcpmen
in particular 0fficial Development Assi
tance, and the adopticn of policy measu
targeting these resources tc attack bla
tant inequalities and tc help to create
strengthen viable econcmy and society in
each recipient country.

8.The decade of recession and mounting uncertainty
must be overcome. Change is inevitable, due to
technological procgress, shifts in world trade pat-
terns, and the growing interdependence between dif-
ferent parts of the world. But this change has to
be managed. Mechanisms for building a workable un-
derstanding on the management of change have tc be
developed and used. This requires an atmosphere cof
mutual respect and confidence within the societies




that a search for solutions to our common prco-
blems will be serious and constructive. The key
issue for the OFCD's Ministerial Council and the
London Summit is to create the framework in which
people can meet change with reasonable security,
and in which the policies pursued both in the
OECD area and the developing countries are fair
Fex Bll;
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I - THE FRAMEWORK FOR FCONOMIC AND EMPLOYMENT GRDHTH.

l. Growth

9.Confidence in the effectiveness and the fairness
of the OECD government's policies is seriously
eroded by continued high and rising unemployment.
Already now one fifth of the young cennot find an
entrance into working life. Lower inflation, from
12.8% in 1980 to 5.8% today, did not automati-
cally bring about the increase in economic activi-
ty and Jjcb-generating investment which it was sup-
posed to. Unemployment in some of the low-infla-
tion countries is among the highest in the OECD
area. In the United States, where unemployment has
fallen from 10.3% in 1982 to 7.8% now, the upturn
did not start in 19B2/B3 by itself but was brought
about by increasing domestic demand and consumpticn
through a relaxation of monetary and fiscal poli-
cies. 1t should by now be clear that the recent
North American growth will not be automatically
carried ocver to other OFCD countries and the rest
of the world by the market mechanism without go-
vernments taking measures to spread and sustain
it. Instead; there a rapidly growing worries
over the sustainability of growth in the United
States and the ability of the still high unemploy-
ment there to fall any further.

.Economic growth so far is only a rebound from the deep
"recession and it is weaker than in previous up-
swings. Industrial production has only now reached
the 1979 level. The prospects, based on present
pclicies, are for a continuation of growth at le-
vels between 2-3% which are too low to even start
reducing unemployment. The OECD Conference on Em-
ployment Growth in the Context of Structural Chan-
ge, in February, 1984, did conclude that the prin-
cipal battle against unemployment must be fought
at the macro-economic level. It requested that the
subsequent Conference of Finance Ministers would
assign a high priority to employment creation, in
"ensuring virile but sustainable economic growth".
Judging by all accounts, this appeal was not heard
by the Finance Ministers, who did not adequately
recognize that there must be sufficient domestic
demand growth in all OECD countries in order to
achieve a better functioning of the economy and
tackle structural problems.

.A basic constraint faced by governments, by the in-
dustry, and trade unions, is the instability and
volatility of the present economic situation. The
insecurity of the internaticnal economic envi-
ronment cannct justify the OECD government's being




frightened into inaction or confining joint
decisions to negative, deflationary measures
alone. Those who no longer beleive in the possi-
bility of internationally agreed policies for re-
covery are fatally attracted by beggar-thy-neigh-
bour policies. Inan extremely unstable environ-
ment, even the best of national policies, based

on broadest possible agreement, will face severe
difficulties and may well not succeed. It is dis-
tressing that the recession has increased economic
nationalism. The economic linkages between OECD
countries are often seen only as constraints on
national policies; in fact they offer an opportuni-
ty for Jjoint action to overcome the recession.

A more secure framework will be created if all go-
vernments negotiate and adopt coordinated growth
and employment policies consisting of diversified
measures adapted to the specific problems in each
country, and taking advantage of whatever multi-
plier effects can be obtained by coordination. Fx-
pansionary measures, when coordinated and targeted,
will build inflation out of the system in a more
lasting way than trying to squeeze it cut with de-
pressed expectations. The hitherto prevailing hesi-
tant attitude towards spreading economic growth has

to be overcome., Growth, albeit still very unbalanced, could
not be sustained if monetary and fiscal policies
were to be further tightened. Yet this danger is
clearly implied wherever the efforts to contain and
cut budget deficits concentrate mainly upon cuts in

public expenditure. Nor is there evidence that a
reduction of public expenditure would induce the
market forces to make use of the room for growth
they may thus be offered ; they, too, need a clear
public policy, a policy which among other things
involves public expenditure.

.The hoped-for automatic ways of achieving employ-
ment-generating growth have not worked. Unemploy-
ment has not been reduced by simply bringing in-
flation down, and now the benefits of lower infla-
tion are being eroded by continued recessionary
policies. The incentives to growth which have re-
sulted from falling inflation, from a change in the
proportion of income consumed or saved, from resto-
cking and from exports to North America cannot be
repeated. Investments are still unlikely to lead a




strong recovery because of high real interest r
tes, uncertain demand prospects and capacity wh
remains unutilised. Those investments which are
taking place are not primarily of a job creating
type.

.More recently, there has been a grcwing emphasis

cn reducing unemployment through lower wages, grea-
ter wage differentials, cuts in social benefits,
and variocus devices to weaken the bargaining power
cof trade unions, All this may have marginal effects
on the profitability of enterprises; but it will
Have no effect on their job creation performance.
The fecrtunes of enterprises depend on several other
and usually more important elements, such as lower
interest rates, reasonably balanced and regular
international trade, a mocre stable monetary system,
management expertise, technolocgical innocvation, tax-
ation and sufficient levels of domestic demand.
The magnitude cof the unemployment problem in the
OECD countries is such that withcut vigcrcus jcb-
creating investments, ngc amcunt cf tampering with
wages/profits shares will prcvide a solution.

.Governments have tec work cut a proper industrial
and trade policy framewcrk for economic and em
plcyment growth. New jobs will have tc be crea

ated
in activities which offer a sufficiently secure
1

perspective for the future. They must be viable
jobs in the sense that they contribute to an improve-
ment of working and living conditions throughout the
econcmy. The context in which they are created has to
be one of confidence. The wcrkers must have the con-
fidence which can only be brought about by security
of future ‘employment and inccme. Employers alsc need
a ccnfidence in future prospects, if they are to
proceed with the kind of investments which will

make their labour force grow and not diminish. In-
vestments have to be promoted by policies whose ba-
sic criterion is their employment effect. The way

toc achieve the necessary confidence is through dis-
cussions and negoctiations invelving all the parties

ccncerned.

frastructure investments

.Investment in physical infrastructure is a lcgical
avenue for increasing economic activity and employ-




ment. It is needed to rehabilitate and upgrade
existing facilities which have been neglected

over a long period of time, and to construct new
cnes in areas where economic expansion and the
development of new industries is to take place.
The ‘weakness ¢cf infrastructure must not become a
constraint cn recovery. Measures have tc be taken
now, as substantial investment programmes demand
time focr implementation, and in particular as on
present policies, growth is focreseen tc slacken
towards the middle of 19RS5. In additicn tc the
direct investment and employment advantaages, such
investment has a substantial multiplier effect due
tc backward and forward linkages throughcut the
economy This helps tc spread any grocwth that may
be achieved in leadinao sectors cf the eccnocmy to-
wards a more brcadlv-based reccvery.

17.This type of investment can be achieved thrcugh a
ccmbination of public and private expenditure and
initiative, but the governments have a pivctal rcle
tc play. At a time when the prcblem for cur eccno-
mies is hcw toc generate productive investments tc
sustain reccvery and create new icbs, there needs
tc be a framewcrk cf policies tc bring tcgether all

available rescurces. Public investment in the in-
frastructure alsc induces large amcunts cf private
investment. Indeed, nc sharp distincticn can be
drawn between "public" and "private" investment:
activities such as construction for new hgusing, OCI
urban renewal, ocr the strengthening of transport
facilities, typically invclve both public and pri
vate resources.

1B.The financing cf these investments does not have to
the prcblem it is cften presented tc be. Firstly
the increase in emplcyment, bcth direct and indi-
rect, reduces the expenditures onr subsidising un-
emplcyment. Seccndly, the increased economic acti
vity which such investments stimulate increases
gcvernment revenues. Thirdly, inncvative funding
schemes which inject private capital at various
stages without impairing public accocuntability can
ensure that there is an adequate rate of return.
All cf these benefits will be magnified if the ex
penditure ocn infrastructure of each country are
made as part cf a cocrdinated programme which ma-
kes positive use of the interdependence cf the OECD
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econcmies. Studies by the OFCD on international
eccnecmic linkages show that the gcvernment budget
consequences cf such investments will be positive
within a8 few years.

.Trade unions in a8 number of OFECD countries have
made, and participated in, studies which lcok into
the type cf infrastructure investments and forms
cf finmancina which would strengthen the economy
and create fobs. For example, a lcint study by a
high-level group of trade unionists and industry
leaders in the United States has recently propcsed
investments in highways, bridges, urban water sup-
ply systems, and wastewater treatment facilities,
invclving both increased user fees and greater ac-
cess to capital markets.A study by the Nocrdic and
German trade unigns has jndicated how a ccmmgn in-
vestment initiative by all OFCD ccuntries wculd
have a beneficial internatioconal multiplier effect,
induce private investment, antd reduce unemployment.
Proposals from business and industry circles for
sglving the present crisis alsc include increased
investment in infrastructure such as transpocrt and
ccmmunications, with the participaticn of private
caplitals

JInfrastructure investments are more than a st
for reccvery by stimulating private investmen
They also have an important rcle in improving
efficiency cf cur eccnomies and their capabili
tc carry out structural change. A well functi
and modern infrastructure enhances the prcduc
ty of the economies. Thus, infrastructure inv
ments can and should be targeted toc the mcst
sing constraints. Some areas where investment
be undertaken by governments, and where publi
icies toc stimulate investments can be prcmot
are

Ccmmunicaticns and transport facilities, such as
railways, rcads, bridges and ports, and the in-
fcrmation technoclocagy network which i1s necessary
for their functlioning ; due to its nature,; much
cf this investment requires intergovernmental
ccoperation ;

The renewal of both urban and rural hcusing and
cther facilities where they have fallen intc de-
cay 3 in many cf the wrban conglomerates in the
OFCD countries this has to amocunt to an extensi-
ve rehabilitaticn of inner cities and/or urban
areas ;
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recognized to be fair and equitable. This is
particulary necessary when changes are funda-
mental due to a new generation of production
and communications technology.

.The increasing complexity of company structures
and management systems diminishes the transparen-
cy of ownership and control of enterprises, while
decentralisaticn assisted by new technology leads
intc geographical dispersion of activities and
breaks up existing employment structures. It is
increasingly difficult for the employees of a gi
ven entity to be aware of the way in which the
company as a whole is faring. Industrial relatio
systems and practices must be such as tc enc
that in these circumstances, too, meaningful
tiaticns on wages and working conditions will cc
ver all workplaces, irrespective of their size
lccation. There has to be (by agreement, cI by
legislatiocn if need be) information tc, and cons
tation with, the employees on planned changes i
the activities of the enterprises. This is impo
tant because restructuring on a world-wide scale
can lead intc substantial change for reasons which
are directly attributable to the performance cf
a specific enterprise or the economic position of
the host country.

Real adaptation to economic change has to take place through
negotiations and agreement. It cannot be achieved by a poli-
cy based on incentives which increase inequalities between’
groups and individuals and which do not guarantee a place

in society for all. Cuts in sccial expenditure, shifts towards
indirect taxation, and the widening of income differentials
weaken the social fabric and make it more difficult for so-
ciety to adapt to ecconomic change. The recession has under-
mined the workers' confidence in future access to secure in-
comes and thus generated fear of change. The governments have
up toc now offered solutions which have failed cne after the
other. Disinflation did not produce jobs. Cutting public ex-
penditure has not brought forth private investment. The latest
vogue panacea, "wage flexibility", could turn ocut tc be coun-
terproductive to real adaptation.

and labour market

Flexibility of wages, and cf the labour market
more generally, cannct be unilaterally imposed
by the governments' policies. The concept cf
flexibility has to be properly defined before it
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can be used as a key element in the OFCD's eco
mic strategy. It must not be forgotten that war
levels and differentials have a social basis,
changes in them can only be brought in the colle
tive bargaining proccess. This process does all
for real adaptation without the negative effec
that fragmentation of the labour market produc
This is why it is dangerous to make political
sumptions for instance on the basis of a superfi
cial reading of trends in growth and employmen
creation in different parts of the OFCD area.

Mass unemployment is by far the biggest obstacle
to flexibility, especially regarding occupational
mobility and the achievement of structural cha
The most efficient way to achieve change is to
make sure that opportunities are created an

the necessary adaptaticns take place thrcugh
tiations and a strengthening of confidence

all parties, and withcut demolishing labour
lation and sccial protection. In so different
nomies as the United States, Belgium and Ja
neither declining real wages nor higher prcocfi
have engendered employment-creating invest
Increased demand has been crucial tc recent g
where it has taken place. Attempts to reduce
mand by depressing over-all income levels wil
sclve the problem of 35 millicn unemployed i
OECD area; they will make i worse. EFvery si
OFCD ccocuntry already has a low-wage problem,
blem of segmentation of the labcur force where
men are frequently locked intoc low-paid and invo
luntary part-time jobs, and most of them have a
problem of poverty.

.A downard pressure on wages in all countries, for
reasons of competition, will only serve to add tec
t

these problems, instead of promocting investment in
better equipment. A high-productivity and high-em-
ployment society with decent wages will not be achieved by
flexibility which entails low-paid and insecure
fobs in informal sectors with insufficient social
safequards. Artificially low wages increase pres-
sures on sccial security and welfare benefits which
have to be provided by society. They can alsc beco-
me an unwarranted subsidy to ailing firms, thus
prolonging their 1ife well beyond a time when effi-
cient measures for restructuring could and should
have been taken. Finally, the remedies proposed

for unemployment showuld in no circumstances promocte
a situation where groups and individuals compete
with each other to have a place in the labour market.




30.Reducing social protection, in the name of flexi-
bility, only increases the incentive to seek pro-
tection against change and not through change.
Making redundancies easier without providing for
new opportunities will shift costs from the priva-
te sector tc the whole of spgciety. As economies
are confronted by large-scale change, the noti
of flexibility must not amount to revising the
focundatiocns on which economic growth and soccia

on

1

progress in the period following Werld War II ha
been built. Sccial expenditure and the existence
of a social wage are by no means charity : they
must continue toc be a central means of achieving

adaptation, transferring compensation from those
who gain from change tc those who lose from it,
this comprehensive system which is based on
universality of access is undermined, the scope
for sccial cchesion cculd irremediably be damage
Workers will be prevented from accepting, and in
velving themselves in, change and adjustment if
their standards of living and work are being att:
cked. Productivity improvements will riot be seen
desirable, if they increase unemployment and ine
quality in the societies.

.Free collective bargaining is by nature a flexibl
system which had develcped, and alsc undergocne

_.change, in the light of changing eccnomic and so
cial conditions. Governments shoculd cnce and for
all discard the notion that certain forms of wage
bargaining are inherently inflaticonary or hamper
job creaticn., Differences in the ways in which

wage levels are set among OECD ccuntries do not cor-
respond tc differences in economic performance o©OT
the inflation rates. Instead of prescribing inter-
ference with collective bargaining structures and
practices, governments should join in explocring the
possibilities free ccllective bargaining offers for
looking for real ways to bring abcocut and sustain a
recovery.

32.A variety of negotiations between trade unions and
employers on the shortening of working time are
gcing on in different cocuntries. Growth alone -
even with considerably higher rates than now fcre-
cast - will not provide work for all those who need
it., Consequently, it is imperative tc maximise
whatever employment potential there is in a negotia-




ted shortening of working time (a 35-hours week,
a shorter working year, paid educational leave,
reduced life-long working time etc.). Even though
the main way of implementing a shcrtening of wor-
king time is through negotiations between trade
unions and the employers, governments can and
should, both individually and collectively, promo
te the environment in which this take place and
they should certainly not hamper this prccess. L
gislation and administrative measures may be need
ed and governments are also directly invclved
through education, training, pension provisicn
other social security measures; and they are em
ployers themselves.

.Reduced working time should not be conceive
"sharing unemployment”™, It must be recognis
be a benefit for the emplcyees and a benefi
society as well. It should not be seen as
a cost to the employer or the society. Thi
is a soecial benefity directly inscfar as i
ses per hour productivity and emplcyment
directly as it greatly improves the quali
fe focr people who no longer have to work lo
tc earn a decent wage.

,.The reduction of working time must not be se
ted from the issue of ocvertime, or else the
be little or no effect an actual working ti
emplcyment. A wcrker should be able to make
ving without cvertime pay being a necessary sup
plement toc an inadeguate basic wage. Specia co
rective measures will be necessary in these indus
tries and enterprises where strong reliance ocn
overtime pay has become part of the wage pattern.
The recession has aggravated the practice of com-
bining compulsory overtime with short-time working.
Flexible working time arrangements and overtime
should not be methods for employers toc keep employ-
ment levels down. All working time arrangements
should be voluntary and negotiated, and not at the
employers' discretion. They should not become a
daily feature of working life which increases un-
certainty of income.

Governments should recognise and deal with the dis-
torting effects of maintaining or increasing dif-
ferences in labour standards between countries which
have achieved a comparable level of economic deve-
lopment and strength. Competitive advantages should
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nct be forced by a refusal toc translate procduc-
tivity gains into improved working and living
ccnditions. Sustained and targeted measures
shoculd be taken to reduce and harmonise working
hocurs, which can differ by as much as 20% between
ccuntries of similar economic development and
strength, as well as to improve the standards of
sccial security, health and safety, and the wor-
king environment between these countries. The
gcvernments have increasingly discussed the shor-
tening of working time in the OFECD. It is a forum
which governments can use for international cocpe-
raticn on these issues, drawing as apprcpriate on
the specialised knowledge and facilities of the
IL0 angd the GATT,
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I1I - TRADE, MONETARY POLICIES AND DEVELOPMENT

36.Trade is not anm engine of growth because all
tries are pursuing policies which aim at incr
exports and restricting imports. Nc healthy
trial policy can be built upon this basis ei
Successful development of export industries nee
an increase in domestic activity and demand, an
employment growth. Instead the search for ccmpe
tive advantage has detericrated into cut-throat
competition between countries fcocr 'one ancther's
markets. Such competition an cccur not only
markets are shrinking -but lsoc whe they are
wing at different, unbalanced rates. In locki
for ways to further liberalise international
and "roll back" protectionism, governments sh
realise that pclicies whic restrict domestic
are themselves protectionist because they dist
trade flows and increase trade conflicts.

.For years now, the benefits of trade have bee
gued in terms of exports only. The assumption
the beneficial effects of imports have always
supposed the existence of full emplocyment, a
ticn which does not exist tocday. Under present
ditions, in the absence of balanced economic
among the trading partners, trade tends tc th
entire sectecrs of national eccnomies and the
in them, as impocrt penetration surges destroy
wise competitive enterprises. Since the collap
of the Bretton Woods system, trade flows have
excessively affected by erratic exchange rate
ments rather than by real comparative advantag
and through the ebb and flow of capital transa
based on interest rate differentials, expectati
uncertainties and sheer speculation. Competiti:
trade itself is diminishing because countertra
expanding, and because a significant and growi
share of trade takes place within and through
tinaticnal enterprises. The volume and directi
of intra-firm trade changes without warning, a
multinational enterprises carry cut their rest
turing world-wide.

Fach country needs a sufficiently diversified
soclid economic structure. These structures have
already been badly shaken by upheavals which t
eccnomy has been undergoing over the past deca
With extraordinarily rapid change it is in dan
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of disintegrating further without the actors in-
volved, and the decision makers, even fully rea
lising the gravity of the process, let alone de
vising consistent policies to counteract it, Ov
adiustment, or panic adjustment, toc tempcrary p
sures shculd be avoided. Moreover, the survival
a viable economic structure requires the mainte
nance and modernisation of essential industries
and services which may not appear toc be interna
tionally competitive. There are alsoc saocial pre
sures tc maintain industries which no longer are
internaticnally competitive and which should be
assisted in returning to competitivity or in
restructuring into other product lines. These
pressures can be overcome cgcnly if there is an ec
ncmic and industrial policy creating new cpport
nities for enterprises and workers, and if there
are sccial and employment policies which are de
gned to cope with trade adjustment needs.

Persistent instability of the trading system re-
quires anticipatory and built-in adjustment pro-
visions. Their scope must be broad encugh tc un-
derpin any liberalisation agreements which would
further expose the service sectcr, where most ne
fobs have been created, tc international competi
tion. There has to be confidence in the govern-
ments' will and capacity to manage the effects ¢
trade, bcth naticnally and through international
coccperation, The workers' ability tc adapt tc chan-
ge alsoc depends on the effectiveness and coverage
cf soccial guarantees in different OFECD countries,
as well as on the timing, speed and methods of in-
dustrial restructuring. In particular the varicus
forms of subsidies, which are necessary to cushicn
the effects of change or to promote change, must
be clearly identified and subject tc international
agreement. Such international agreement is needed
cn the temporary use of these and octher measures,
such as voluntary export restraints. If and when
trade interventions and subsidies to ailinmng indus-
tries are discontinued, governments must take an-
ticipatcry measures so that change is manageable
and constructive rather than simply disruptive.

.The Havana Ccharter of 1948, which made the link
between trade and employment, recognised that low
labour standards in one country can erode labour
standards in its trading partners. Operative con-
clusions were not drawn because the projected
International Trade Organisation was not establi-
shed. Trade tensions and unfair trade arise out of
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situations where the working population is de-
prived of trade union rights and, more general -
ly, prevented from receiving its share of the
benefits accruing from exports. Social clauses,
such as fair labour standards clauses included
in some existing commodity arrangements, should
be negotiated in trade agreements, and implemen-
ted. This will remove the distcrtions caused by
violations of internaticnally agreed minimum la-
bour standards and will in no way jecpardise the
econcmic progress of countries concerned. On the
contrary, it will foster more balanced economic
and social development, and it will alsc ensure
that in countries which have achieved higher 1la
bour standards, trade adiustment 1s not forced
by exploitation cf workers elsewher

.Differences in labour standards amcng increasin
interdependent cocuntries at a comparable level
econcmic development and strength distort trade.
Large differences in working time, wages, pensi
eligibility and levels of unemployment and othe
benefits (with consequences for non-wage labour
costs) and in the level of social provisicn exis
among the main trading groups within the OFECD a
This jecpardises the open trading system in two
different but complementary ways; the mai
of such differnces is a pcwerful, though
protectionist device; at the same time, it i
hidden export subsidy because it makes wo as
sume a disproportionate cost of making exports c
petitive., The failure toc translate past producti
ty gains into improved labour standards, enhance
social progress and higher living standards bocos
unfairly the competitive position of countries. For
the sake of stability in the internaticnal trading
system, growth must rely upcn the expansion of both
export and doemestic demand. A harmonisation which
leads intoc an overall improvement of labour standards
amocng these countries would facilitate the expansion
of trade in both directions.

.The existing international monetary chacs consti-
tutes one of the major obstacles to general, sus-
tained and non-inflationary recovery and orderly
structural change. The links between the value of
currency and the state of the country's ecocnomy
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have been largely severed, wild fluctuations
have become the general rule of exchange rate
behaviour, the influence of interest rates on the
direction and scope of international flows of
capital has become excessive, and international
indebtedness has reached very dangerous propor
tions. The debt crisis of the past twoc years is
far from being over, especially if monetary po
cies remain tight, and in the foreseeable futur
even some of the major industrial countries ma
experience difficulties in meeting their inter
tional debt service obligations. Due tc the decl
ning inflcws of mocney in the develcping countri
and toc their increasing debt service, the net
transfer of resources has been reversed : the d
lcping countries are now exporting more capital
the industrial ccuntries than they are receivin
frocm them.

.This chacs cannot easily be overcome : it has pro-
ved difficult even to reach agreement on the mini-
mum objectives cf necessary reform. There should
at least be general recognition that it is neces-
sary to ensure a greater stability of exchange ra-
tes; to keep the Interest rates under contiols to

limit the amount and impact ¢f the so-called heot
money, which makes foreign currency speculation

mocre profitable than prcductive investment; tc coun-
teract major cvervaluations or undervaluations of
single currencies which seriously affect the pattern
of international trade; and tc prevent speculative
devaluations and octher methods of exchange rate war-
fare from being used as strategic weapcns of trade
warfare. There is a tremendocus need for greater
stability in the exchange rate markets, and initia-
tives tc broaden monetary stability should be pur-
sued.

Tc cope with the disruptive effects of excessive
debts, gcvernments must both individually and col-
lectively go well beyocnd mere crisis management.
Governments and central banks must fully resume
their responsibility for surveillance and control
of international lending and cooperate amcng them-
selves, and with the International Monetary Fund,
toc ensure the surveillance of the exchange rates
and of the conditions in the exchange rate markets.
The banks, after having been rescued by the emer-
gency measures adopted by the governments and the
IMF to keep the global financial system afloat,
must be brought toc goc beyocnd the rescheduling pro-
cess which increases the interest payments of the




countries in difficulty and merely increases the
burden of repayment in the future. Rather than
getting increased profits out of the publicly fi-
nanced rescue measures, banks must accept reaso-
nable losses in the years to come, and thus recy-
cle to the debtor countries part of the profits
drawn from irresponsible lending.

The conditions attached to IMF assistance should

be based in each specific case on a comprehensive
analysis or the economy and social realities of

the cocuntry in difficulty, to define the construc-
tive policy changes which could help to develop
viable economic and social structures. The tenden-
cy cof the IMF tc prescribe drastic remedies for
balance of payments and budgetary deficits can jeo-
pardise sccial development and the democratic pro-
cess, and it must not be allowed toc prevail
developing countries continued access to internatio-
nal liquidities is clearly inadequate, pushing them
to functicn at levels far below their optimum and

toc resort to the most expensive forms of private
lending. OFCD gocvernments cannot afford tc deny the
International Development Associaticn the resour-
ces it needs, in view of the vital role of the

World Bank and the IDA in furthering the development
process and in shielding the developing countries
from the instability and devastating effects of pri-
vate lending.

The

.A major endeavour to restore the functicn of the
international financial institutions can be initia-
ted withcut waiting until agreement about a com-
prehensive and more orderly monetary system 1s rea-
ched. Governments and central banks should give
greater consideration to the likely or actual ef-
fects their domestic monetary policies have on ex-
change rates. They should cooperate to bring about
a coordinated reduction of real interest rates.
Governments should alsoc agree to discuss with the
IMF, and within it, as well as with and within the
DECD, the aspects of their individual eccnomic po-
licy chcices (whether internaticnal or domestic)
which have or can have an adverse impact on other
countries. The dividing line between domestic and
internaticnal economic issues is blurred. For ins-
tance, insufficient domestic demand in surplus coun-
tries is not a purely internal affair inasmuch &as
it produces strains on other eccnomies. Actual know-
ledge and understanding of the interrelaticnships
between balance of payments deficits, budgetary
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policies, interest rates and exchange rates re-
mains inadequate. Therefore, IMF action and the
joint action of the member governments has to be
based on discussions and agreement rather than aon
questionable theories.

Beyond the initial steps, the discussions on inter-
national monetary refocrm should aim at resclving

a number of fundamental problems. These are, in
particular, the existing asymmetry in the treatment
of deficit and surplus countries, development as-
sistance as part of the international finmancial
system, and the respective roles of the IMF, the
World Bank, the Bank for International Settlements
and the OFECD in handling the balance of payments
crises.,

.Although the IMF has the authority tc make its
assistance to ccuntries in balance of payments
deficit conditional on their accepting certain
policy reccmmendaticons, the Bretton Woods system
failed tc provide any mechanism whereby countries
in persistent surplus would be induced toc bring
their balance of payments into, or closer to,

librium. This paralyzing asymmetry has contributed
a great deal toc the stringency of the IMF conditic-
nality.

Development assistance has arisen cnly after the
adcption of the Brettcn Wcods agreements, and it
has never been fully integrated in the internatic-
nal monetary and financial system. Consequently,
its size and mcdalities are largely exempt from
generally accepted and binding rules. Development
assistance provided by single doncr ccuntries 1is
measured solely cn the basis of a uniform target
set in terms of the GNP and has sc far been treated
mainly as a matter cocf generosity. Additional incen-
tives for governments to ensure the regular flow of
resources to developing countriés are needed. FoOrT
example, the external position (balance of payments,
balance of trade etc.) of a country exerts a consi-
derable influence on the ability to provide assis-
tance, especially where the surplus is of a persis-
tent nature. Furthermore, development assistance
creates export markets for the industrial countries'
manufactures (especially investment gocods), yet-the
assistance performance of single donor countries is
mot being assessed in relaticn to the balance of
their trade in manufactures with developing countries.
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50. It is necessary to review and to redefine the re-
laticnships between the World Bank's, the IMF's
and the OFCD's respective activities and their re-
lJative weight in international monetary policies.
Short-term measures can be fully effective only
if they do not undermine longer term development
prcspects. Therefore, the World Bank shcould effi-
ciently participate in devising the policy recom-
mendations toc the countries seeking international
assistance to overcome their balance of payments
difficulties. Since the recommendations go far
beyond strictly financial issues, and indeed per-
tain to the whole range of economic policies, the
OFCD should have its share~of respeonsibility in
their formulation. The pclicy advice given, and
measures intrcduced, by these instituticns have
far-treaching economic and sccial consequences. The-
refore, when policies are formulated and implemen-
ted there should be a full discussicn with trade
unions and employers, in order tc arrive at wor-
kable and sccially acceptable measures.

Even a full-fledged recovery in the industrialised
part of the worlid will net by 11iself solve the, fun-
damental problems facing the developing countries,
and low growth prospects make their solution immea-
surably more difficult. It is futile to claim that
eccnomic trends which increase inequalities and
imbalances in the OECD area can somehow have a
beneficial "trickle-down" effect on the developing
countries, if only the market mechanism is set
free. Private capital flows go only tc scme sectors
and some countries. They seldom aim at improving
the economic and social structure, and more cften
than not remain insulated within the recipient coun-
tries' economies. In the absence cf other measures,
they are quite likely to increase the inequalities
within and between countries. A brcad range of es-
sential investments in the developing countries wi
cnly take place through official assistance chan-
nels. The key issue is the improvement cf the posi
ticn of the developing countries through a deve-
lcpment of their sccioc-ecconomic infrastructure.
Self-sustaining development cannoct be achieved in
countries where the social structure is cobsclete
and rapidly disintegrating.
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52.The situation of some countries has become so bad
that it is imperative for the OFECD ccocuntries to imme-
diately step up foocd and other emergency aid. Pec-
ple in a growing number of the least developed
countries, especially in Africa, are facing star-
vation. An immediate increase in basic aid is a
cocncrete matter on which the OECD's Ministerial
Cocuncil and the London Summit should agree upcn.
Emergency measures should be followed up by assis-
tance tc develcp the rural sector, in order tc re-
verse the trend which has made many previcusly
self-sufficient producers into net focod importers.
This sector must be helped sc that it can be revi-
ved and properly organised, tc decisively improve
its productivity.

53 The economic interdependence of today's wcrld has
meant unprecedented hardships focr the non-c¢cil pro-
ducing developing countries which have been hard
hit by escalation of energy prices to levels which
are prohibitive tc them, and by the continuation
of deflationary peclicies in the OFECD area. Cgcnti-
nuing high interest rates and energy prices, and
stagnating credits, loans, assistance and direct
investment have forced developing countries to
restrict their imports and put their development
efforts into reverse. Commodity prices, though ri-
sing, are still depressed, and the markets focr most
cother exports of these countries remain largely
stagnant. Growth in the industrialised ccuntries
is indispensable for the future of the develcping
countries. But the concomitant expansicn of markets
has to be accompanied by policies which ensure that
the benefits will fueéel genuine develcpment. In par-
ticular, the benefits must be shared by the entire
pocpulation of the developing countries instead cf
being reserved tc the privileged few whc have been
faring well throughcut the recessicn while poverty
has been growing.

54.There can be noc real economic progress on the glo-
bal scale unless it goes hand in hand with the im-
prcvement of the social cocnditions of the working
people everywhere. The pcverty cf hundreds of mil-
licns of people in the developing countries can,
and must, be attacked by poclicies which at the sa-
me time help to reduce unemployment in the indus-
trialised world. The long-term econcmic and employ-
ment problems in the industrialised countries can




cnly be solved if the issues of underdevelopment
and poverty in the world are tackled. The inter-
dependence is illustrated for instance by a re-
cent study carried out by the Nordic and German
trade unions, showing that the coordinated ful-
filment of the United Nations' target of 0.7 per
cent of GNP for development assistance would crea-
te a ccnsiderable number of new jobs in the OFCD
ccuntries within a few years.

+Private investment is no substitute to Official
Development Assistance. Official Development As-
sistance must be considerably increased, and much
better targeted and mcnitored than in the past.
This assistance is vital for the development of

a scund eccnomic structure and a viable scciety
(which includes the existence of wage structures,
orderly imdustrial relations,; social security,
health and safety regulations, unemployment bene-
fits, pensions schemes and so on). Indeed, an
improvement in the econcmic and social structure
of the develcping countries will alsoc facilitate
private investment flows, and minimise their cocften
disruptive side-effects. Any encouragement of pri-
vate investment flows to develcping countries
should go hand in hand with greater compliance with
the ILO Declaration on Multinaticnal Enterprises
and Social Peclicy, in which the special respcnsi-
bilities of these enterprises for emplcyment and
job security have been recocgnised.

While the develcpment process requires a much big-
ger quantity and variety of imports by the develc-
ping cocuntries they have been forced, especially

by the IMF austerity procgrammes, to drastically
limit them, even imports of gocds which are essen-
tial for their basic needs and their export indus-
tries. This IMF-administered cure has led intc a
further drop in living standards, higher food pri-
ces, power shortages, disruptions in public trans-
port, and the postponement of development procjects.
Austerity programmes, quickly and rigidly imposed
Upon a debtorcountries by the IMF, even undermine
the necessary structural adjustment, and are thus
self-defeating. The suspension of financial flows
delays new investments, and when austerity pro-
grammes are imposed on many debtor countries at the
same time, there is a cumulative downward effect

on markets for gcocds exported by both industriali-
sed and other developing countries.




Some of the countries facing rigid austerity
programmes may have come late to the IMF, but

this only democnstrates the gap between long-term
develcpment policies and the short-term need to
survive. It alsc illustrates the speed with which
the recession in the industrialised ccuntries
spread its effects tc the developing part of the
world and the inadequacy of the existing finmancia
arrangements and institutions. Given that maicr
rescue operaticns cannct be undertaken unconditio-
rnally, the ccnditions invclved must be cecnstructi-
ve. They must not put a stcp to growth. It is
wrcng tc call for cost-cutting and focr the concen
tration of the limited rescurces available on gcne
cr two export sectors only; considerably mcre em-
phasis must be put on agriculture, energy, an ef-
ficient public sector, sanitaticn and health, tax
reform, basic and adult education, and vocaticnal
education and training. It is evident that there
is now a strong case fcr reviewing the conditicna-
lity framewcrk cf the IMF.
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Ref. A084/1578

MR COLES

International TUC Delegation

Thank you for your minute of 24 May.

2 I now attach the Prime Minister's copy of the TUAC Statement
to the OECD Ministerial Council and a covering letter from the
TUC General Secretary which were handed over by Mr David Lea at a
meeting with Sir Robert Armstrong last week.

. I have asked the TUC to make contact with No 10 directly (I
have given David Barclay's name to Mary Barber) to liaise on
practical details. Mr Lea said that they had not (as of last
Thursday night) finalised composition of the delegation but it
would consist of 16 principals, 5 TUC officials, and an absolute
maximum of 11 advisers/aides; ie 32 as a top limit. Four of the
principals will require interpretation. The languages concerned
are French, German, Italian and Japanese. I understand, however,
that the speaking contribution of these representatives is likely

to be limited to a token of twoto five minutes each.

4. The names of the four interpreters are: Mr A Lawrence,
Mrs Y Mori, Mrs Eicke Crowley, and Mr Leo Cherman. The
interpreters are proposing to arrive at No 10 Downing Street at

10 o'clock on Thursday.

R P HATFIELD

29 May 1984
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Ref. A084 /1579

MR INGHAM

el Thank you for your minute of 25 May to

Sir Robert Armstrong about the TUAC delegation.
I am sure that Sir Robert Armstrong would be
content with what you propose and I should be
grateful if you would proceed accordingly. I
should also be grateful if you would
co-ordinate the revision:and resubmission of

the draft press release.

2 I am sending a copy of this minute to

Mr Coles.

R HATFIELD

R P HATFIELD

29 May 1984







CONFIDENTIAL

DEPARTMENT OF TRADE AND INDUSTRY
1-19 VICTORIA STREET

LONDON SWIH OET

1
TELEPHONE DIRECT LINE 01-215 3972
SWITCHBOARD 01-215 7877

Sir Brian Hayes KCB
Joint Permanent Secretary 29 May 1984

W J Adams Esqg f‘?b)

Foreign & Commonwealth Office /uﬁp
Downing Street
LONDON SW1

TLa« uﬁﬁmwvﬁ)

LONDON ECONOMIC SUMMIT INITIATIVE ON THE ENVIRONMENT &

LT
Sir Brian Hayes has seen a copy of the letter of lf.May which you
sent to Richard Hatfield at the Cabinet 0Office.

We have noted that the draft Speaking Note was cleared on the
telephone at official level with a number of Departments but not
the DTI. We have no quarrel with the draft but Sir Brian has
asked me to emphasise the close interest of the DTI in
environmental protection. As you know, my Secretary of State did
intervene in the correspondence when this particular initiative
was first canvassed. We should be grateful, therefore, if you
would ensure that the DTI is regularly consulted along with other
Departments on any future occasion. The official responsible at
Assistant Secretary level is Dr Martin Howe in our General Policy
Division.

I am sending copies of this letter to those who received copies
of your letter.

it

(i S=h

P J SMITH
Private Secretary







1O DOWNING STREET

Private Se crerary

29 May 1984

[ write to thank you for your

letter of 29 May enclosing the original

of Mr. Hawke's letter of 18 May to

Mrs. Thatcher about the Economic Summit.

Miss Patricia Paton.
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% AUSTRALIAN HIGH COMMISSION

y RALIA & AUSTRALIA HOUSE
w STRAND
LONDON WC2B 4LA
THE HIGH COMMISSIONER 01-438 BOOO

29 May 1984

Dear Mr Coles,

The attached envelope contains
the original letter from Mr Hawke to Mrs
Thatcher on the subject of the forthcoming

Western Economic Summit, the text of which

was conveyed in a letter from the High

Commissioner on 18 May 1984.

Yours sincerely,

\‘méw

(Patricia Paton)

Mr A.J. Coles

Private Secretary to the
Prime Minister

10 Downing Street

LONDON SW1




10 DOWNING STREET

From the Private Secretary

SIR ROBERT ARMSTRONG
CABINET OFFICE

London Economic Summit

The Prime Minister has seen your
minute of 24 May about the draft Economic
Declaration, the draft Declaration on
Democratic Values and the Order of Discussion.

29 May 1984




THE SECRETARY-GENERAL

29 May 1984

Dear Prime Minister,

I am prompted to address you just before the London summit
by the feeling that the tense world political situation is
making the solution of economic problems more difficult. The
accumulation of economic difficulties is in turn adding to
tensions.

The economic recovery in most of the countries
participating in the summit is, no doubt, a positive element.
That this recovery is for the moment unattended by resurgent
inflation is an additional tribute to the efforts undertaken by
you on the lines envisaged in Williamsburg.

I know that at the summit you will be dealing with a wide
range of issues of direct concern to your economies. But in
the context of our increasingly interdependent world I want to
raise issues relating mainly, but not exclusively, to the
situation of developing countries.

As feared, the recovery in industrial economies is so far
having a relatively modest impact on most developing
countries. After three consecutive years of declining overall
per capita income, developing countries will in 1984 experience
only minor gains. The same is likely next year.

It appears to me that three issues are important.

First, international trade, in parallel with the overall
recovery, is not expected for the moment to be the driving
force which it was prior to the recession. That would be
unfortunate, for many difficulties, both in the North and in
the South, including thosé relating to structural adjustment,
could be overcome if trade expanded more vigorously.

The Right Honourable
Margaret Thatcher, M.P.
Prime Minister of the United Kingdom
of Great Britain and Northern Ireland
London




I note that the recent ministerial meeting of the OECD
took an important step towards a '"mew round of multilateral
trade negotiations'". Such a round, to be successful, will
require thorough preparations. However, these preparations
need not delay immediate decisions being taken to reduce or do
away with protectionist measures, as called for by several
previous declarations and decisions.

The second issue is the dramatic situation in Africa - a
result of unfavourable external circumstances, adding to
already weak structures, and both dramatically exacerbated by
the impact of severe drought and other calamities. These
factors have led to widespread hunger and starvation.

In a year when the global food situation is relatively
satisfactory, such a state of affairs is difficult to accept.
Domestic adjustments in some African countries are mno doubt
required, and several countries are in fact undertaking such
adjustments. This is precisely the moment when international
support should not be weakened. 1In this connexion, I cannot
but express my concern at the recent decision on the seventh
replenishment of IDA which will have serious implications for
Africa, since IDA funds are essential for low-income countries.

At the end of last year I launched a public appeal for
additional support to African countries, and I am appreciative

of the response that has been forthcoming. But much more needs
to be done.

My suggestions are as follows:

- respond urgently to the need for additional emergency
resources, including food aid and assistance to the
agricultural sector,

- offset the negative impact of the decision on IDA VII-
either through the proposed Supplementary Funding Arrangement,
or appropriate increase in other fundings,

- expedite action on stabilizing and strengthening
commodity markets and earnings, including through an early
activation of the Common Fund.

The third issue relates to the debt problem.

I have been acutely distressed by the extraordinary human
suffering caused by severe austerity programmes in several
developing countries visited by me recently in Africa and Latin
America. In many of the countries affected, bold moves have
been taken towards democracy. My concern is that the extreme
social and economic hardship that is currently being felt can
endanger the impressive progress made towards political
liberty, and damage the infrastructure and productive capacity.
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I do not wish to go into specific solutions to the debt
problem, but I do share the concerns of those who wonder if the
measures presently being adopted are of a lasting value. The
time may have come for governments, banks and debtor countries
to search for a more durable way out. Of course, trade
liberalizing measures to accompany the recovery would help
greatly, but in the immediate future any steps that can be
taken to moderate interest rates and stretch reschedulings over
longer periods would seem to be highly desirable. A longer
time period needs to be allowed to the debtor countries to
adjust their economies. Such adjustment would be greatly
facilitated by additional liquidity (for instance, through an
issue of SDRs), and long term finance — both concessional and
non-concessional.

The issues I have raised are part of a broader set of
problems affecting North/South relations. “From that point of
view it is unfortunate that governments in the United Nations
have not yet succeeded in launching a process, acceptable to
all parties, to discuss and negotiate the wide range of
outstanding issues. I hope the London summit will be able to
overcome the remaining obstacles to the commencement of such a
process.

Please accept, Prime Minister, the assurances of my
highest consideration.

g 00T Ry

Javier Pérez de Cuéllar




PRIME MINISTER

Your Bilateral Meeting with President Reagan

Over the weekend you approved a recommendation that there should
be only Private Secretaries present at your various bilaterals

during the Summit.

Could I just be clear about the meeting with President Reagan

on Tuesday, 5 June. You have an hour for talks and then a working

dinner. I think it is useful if there is a record of your talks
with the President (as was the case with your last call at The

White House) but would of course quite understand if you wished

to be alone with him.

Do you want me to be present?

29 May 1984
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EOREICN AND COMMONWEALTH OFFICE
DOWNING STREET
LONDGN :S.W. 1 (ENGLAND) Moty :
37241, PLEASE FORWARD THE FOLLOWING MESSAGE TO:
THE RIGHT HONOURABLE
MARGARET THATCHER, MP
PRIME MINISTER
EXCELLENCY,
WE ARE SLRE YOU MUST BE VERY CONCERNED AT OCCURRENCES IN THE FINAN-
ClAL MARKETS SINCE THE RECENT NEWS REGARDING THE INTERNATIUNAL
COMMERCI AL BANKING SYSTEM.
WE, TOGETHER WITH OTHER MEMcERS OF THE INTERACTION COUNCIL INTEND
TO COMMUNICATE wlTH YOU AND YOUR COLLEAGUES IN THE ECONOMIC SUMMIT
MURE FULLY SHORTLY BUT MEANWHILE WE STRESS THAT THE MOST RGENT
ACTION 1S REWIRED TO SHORE UP CONFIDENCE IN THE INTERNATIONAL
FINANCI AL SYSTEM. IT IS GUR VIEW THAT THIS wiLL NOT BE ADECUATELY
AND EFFECTIVELY ACHIEVED UNLESS THE UNDERLYING FPROBLEMS ARE
ADDRESSED. INSOFAR AS THE INTERNATIONAL BANKING SYSTEM 1S CONCERNED,
THIS WILL INVOLVE A COMPREHENSIVE APPROACH TO THE PROBLEM OF
INTERNATIONAL DEBT Ih A MANNER THAT TAKES INTO ACCOUNT THE CAPACITY
OF COUNTRIES TO PAY #ITHOUT FURTHER REDUCTIONS IN ALREADY DEFRESSED

LIVING STANDARDS. THERE WOULD NEED TO BE A COMPLETE UNDERSTAND] NG
THAT GOVERNMENTS ANC THEIR |NSTRUMENTALITIES wOULD PROVIDE THE
LIQUIDITY NEEDEC FOR THAT PURPOSE.

IT WILL ALSO INVOLVE A LOWERING OF INTEREST RATES THROUGH REALISTIC
FISCAL POLICIES WHICH STEADILY AND SUBSTANTIALLY REDUCE THE
DEFICITS OF ADVANCED INDUSTRIAL COUNTRIES,

WE STRESS THAT IF TIMELY AND EFFECTIVE ACTION IS NOT TAKEN A LACK GF
CONFIDENCE IN THE FINANCIAL SYSTEM COULD LEAD TO A CRISIS
SEVERE AS THAT WHICH OCCLRED IN THE 1930S.
WE URGE CONSIDERATION OF A STATEMENT NOW INDICATING THAT THESE
MATTERS ARE HIGH ON ThE AGENDA FOR THE ECONGMIC SUMMIT AND THAT
THE PARTICIPANTS wiLL ‘COLLECTIVELY TAKE EFFECTIVE ACTION.
ERIONI, 25 MAY 1984

(MALCOLM FRaSEN

AS
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Herrn !- mut Kohl, Bundeskanzle er Bundesrepublik
.:Jr"l"“C“‘l
The Rt.Hon., Marga Thatcher,
Prime Minister and First Lord of

Premierministerin,

2

Nachricht vom 15, Mai wegen der
irtschaftsministers am Londoner Wirts

Ihr Vorschlag hat mich alle

finde es sehr bedauerlich,
in einer fiir die wirtschaftspolitische Zusammenarbeit
wichtigen Konferenz nicht mdglict cheint, der spezi-
fischen Partnerfunktion des utsch Finanzministers
und des Wirtschaftsmin ang sener Rechnung 2zu

‘LT‘ o Cx'r‘

In allen internationalen Institutionen wird gerade von
ihrem Zusammenwirken auBerordentliche Mith ei der
Erhaltung der freiheitlichen Weltwirtschaftsordnung, der
Uberwindung der weltwirtschaftlichen Probleme und der Zu-
sammenarbeit zwischen den Regierungen erwartet. Ich hatt

es daher dankbar begriiBt, wenn den beiden Ministern gera*e

bei dem Londoner Wirtschaftsgipfel ihre gemeinsame verant-

wortungsvolle Aufgabe erleichtert worden wire,
Im iibrigen habe ich einen Hinweis erhalten, daB unser
=] ?

*pr*tLJCﬂer'i’OWJegc in Entgegenkommen gegeniiber dem

-

T

deutschen Wirtschaf nis 1icht 2dingt als ein

Prajudiz betrachten

Ich habe die Bundesminister Stoltenberg und Graf Lambsdorff
gebeten, ihrem persdnlichen Beauftragten flir den Wirt-
schaftsgipfel rechtzeitig mitteilen zu lassen, in welcher
Weise sie einander wdhrend der Konferenz unterstiitzen
wollen.

Mit freundlichen Griien

Ihr

Helmut Kohl

Bundeskanzler der Bundesrepublik Deutschland
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86 Eaton Square, London, s.w.1.

25th May, 1934.
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Earlier this month Eric Roll sent you a memorandum on
the issues of the London Economic Summit. Unfortunately
this was inevitably the lowest common denominator of one
of the most brilliant discussions I have attended. I was
unable to get my profound and urgent anxieties on the debt

question accepted by the US delegation. —_—
——__'-- -

We, however, reserved the right to express ggg_views
separately in any manner we thought fit. I am now enclos-
ing for you the near-final draft of an article I have just
written for The New York Review of Books. I am sorry it
is in such an appalling rough state but I wanted to get it
to you in case you had a chance to glance at it this week-
end.

It presents my firm views on the banking crisis and the
alarming structural weaknesses which under-lie it.
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Date

25 May 1984

Dear Mich
UNITARY

This is to summarise ou g assumption of how unitary tax will
be handled ¢ the summit It follows discussions with a number
of copy recipient: & inating in my discussion with you yesterday
and a subsequent discussion with Judith Simpson in the Chancellor's

office.

=~ unitary taxation is not a subject for plenary session

liscussion between heads of Government. Nor is it apt for
he communigue;

raised at the Prime Ministers bilateral
now seen the letter from Bone to
on this, and I will provide it).
3 X both at the Finance Ministers
and the 1 ] satellite meeting.
ssumption - which the proceedings at the OECD
1t 1ave confirmed - that we will get enough
Ministers and from Foreign Ministers for
raising the issue at these meetings
le likely to support us
gn Ministers session is concerned,
cus the State Department on the issue,
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governments

tax on the list of subjects for
g to summit Finance Ministers. You in
ilar arrangements for the Foreign
Minister's bilateral with
options seem to be:-




e House that the
at her bilateral

Lo President 'Peagan's 14 May
the marker.

rite to President Reagan
danger that President Reagan
Report Secretary Regan's Working
ting the summit discussions.

Chancellor's Priva Se 2tary will be getting the Chancellor's

on this, in the light of his discussions with Secretary Regan at

OECD Ministerial.

Can I leave it to you, Tony Bottrill (Treasury)
O circulate further within your Departments

I R SPENCE
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PARAGRAPH FOR INCLUSION IN REPLY TO MR. EDWARD McMILLAN-2SCOTI

I can assure you that the Heads of State and Government
represented at the Summit are fully aware of the impact of
high interest rates, in both real and nominal terms, on the
world recovery. They recognise the need to create conditions
conducive to lower inflation and lower interest rates. This
will involve the pursuit, not just in the United States, but
in all Summit countries, of firm monetary policies and

strict control of public expenditure and fiscal deficits.

A9




Date

May 25, 1984
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Her Excellency

Mrs. Margaret Thatcher

Prime Minister of the United
Kingdom

LONDON

n ISTER'S

ISONAL MESSAG

T .@_6&. /&

frerrts,
At a meeting on 23 May in Visby, Sweden, Heads of
Governments of the EFTA countries adopted a
Declaration on EFTA cooperation with particular
reference to the international economic situation
and to the relations of their countries with the
European Community. I have the honour to enclose
a copy of the Declaration for your information
and hope that you may also find it relevant in

the context of the forthcoming economic summit

meeting to be held in London.

Olof Palme

Prime Minister's office Tel. 08-763 10 00
Address Statsrddsberedningen 00946-08-763 10 00
S$-103 33 STOCKHOLM

Sweden
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Meeting of Heads of EFTA Governmants and Ministers

Visby, 23 May 1984

Declaration

Objectives

1. HReads of EFTA Governments and Ministers|meetingd in
Visby on 23 May 1984 underline the continuing—importance.
of EFTA In European and global economic co-operation,
pursuing the objectives laid down in the Stockholm
Convention = sustained expansion of economic activity, full
employment, inoreasad productivity and rational use of
resources, financial stability and continuous {mprovement
in living standards, and the expansion of world trade and
the progressive removal of barriers to it. They are
detarmined to pursue these objectives, individually and
collectively, in their intarnal EFTA co-operation, in their
co-operation with the Buropean Community and in the global
context. In so doing they will build on the positive
achiavements of two decades of EFTA co-oparation. They
gtregd the nand ta intenaify thelr en-nperatinn in tha
present situation of increasing protectionist pressures.

Co-operation on global and international matters

2, Internationally, unemployment has assumed very
sarious dimensions, The EFTA Governments stress the need
to strengthen and broaden the current international
aconomic recovery, to make it lead to a reduction of
unemployment. Against ths background of increased
international economic interdepeandence, the EFTA
Governments attagh great importance to intensifying
international co-operation aimed atc stironger and sustainsd
economic growth without rakindling inflation, moderating

-

~,




rate fluctuations, a speedier adjustment to new
::32:2?3;1.. and market conditions and a reduction of
protectionist presaures. With this objective, the EFTA
Governments support the work in the OECD aimed at a
concertation of economic policies, recalling Fhat aven
amall bucs concecced !‘EUUI vail luaed Llu luL“L-uLa&l su‘ull-‘c

3. The EFTA Governments give priority to the proper

functioning and further development of the open
multilateral trading system with GATT as its cornerstone.

Protectionism in all its forms must be fought at all
lavela. No new protectionist measures should bhe
introduced. The authority of GATT must be strengthened and
the trend towards trade bilateralization reaversad. GATT
obligations muast be fully respected., The EFTA Governments
commit themselves to taking no restrictive trade measures
outside GATT and axpect their main trading partners to
apply similar policies. They support the idea of a new
round nf multilataral trada nagntiationa in the framework
Orf GAUY but stress tne need .rOr tNOrougnl preparations.
Substantive progress with regard to the GATT Work Programme
should provide the appropriate basis for comprehensive naw

nagotiations.

4. The EFTA Governments strongly support the efforts to
achieve a roll-back of existing protectionist measures and
commit themselves to working forcefully with their trading
partners for an early dismantling of such measuras,

in particular those introduced outside GATT. Thaey agrae to
accelerate the implementation of thsir remaining Tokyo Round
tariff reductions beyond the measures announced at the recent
OECD Minigterial Mseting bs also making tha last tariff cut
schadulad for 1 January 1937 one year ahead of time, expecting
their main trading partners to do the same.

S. The EPTA Governments appeal for the maintenance of
international tourism without restrictions, bearing in mind
its importance for national economies as well as for human

relations.

6. The BEPTA Governments support a revitalization and
strengthening of the North-South dialogue based on
partnership, The problem of international indebtadnass
must be solved in an orderly way so that, with due ragard
to their development objectives, the dcvelopinf countries
goncerned can gradually stabilize their economles, expand
faraign tradae and mook &haiy insswrasisnmal ssligatians. 1.
this context the IMP and the World Bank institutions should
take full{ into consideration the importance of
s2faguarding and strengthening the open multilatsral
trading system. The EFTA Covernments are determined to
maintain and, wherever possible, improve market access for
importa from developing countries, especially as regards
the laast developed countries. The individual schames
under the Ganeralized System of Prefarances should be
continuad and improved. The ZPTA Governments stress the
naed for daveloping countriss to become bettar integratad
into the open multilataral trading systaem.

i
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¥ The EFTA Governments will continue to implemant thi
Declaration aigned by their countriaes and Yugoslavia in
June 1983 in order to expand economic co-operation with

Yugoslavia.

8. The EFTA Governments support stable development of

trade and other economic relations with Faat European
countries and racognize the importance of the work of tha

Economic Commission for Europe in this regard,

Co-operation with the European Community

9. The EFTA Governments notae with satisfaction that with
the abolition, early in 1984, of the last remaining tarifg
barriars and quantitative restrictiona affeoting trade in
industrial products, the goals set out more than ten years
ago in the Free Trade Agrasmenta have baeen attained.

Thesa Agreemants have functioned well. The total foraeign
trade of the BFTA countries and the Community, which are
each othar's biggast trading partner, amounts to about

40 per cent of world trade., The objaectives of the Vienna
Daclaration of May 1977 to expand trade and scunumlic ..
co—-operation have also baen pursued beyond the framework of
the Free Trade Agreements,

10. The EFTA Govarnments underline the importance of the
Joint Deoclaration adopted in Luxembourg on 9 April 1984 at
the Ministerial meeting between the European Community and
its Member Statas and the EFTA countries. Racalling that
all parties were convinced of the necessity of prompt
action to consolidate and strengthen co-oparation, they
will explore, together with the Community, practical
arrangements for the follow-up of tha Declaration to
achiave its objectivas.

11. The EFTA Gavarnments regard the common determination
expressed at the Luxembourg meeting to eliminate remalning
hindrances to free trade between tha EFTA countries and

the Community and the Community's efforts to strengthen {its
internal market as important contributions to tha progress -
towards a ganuine West European home markaet for industrial
goods. The EPTA Governments strongly welcome this
datermination and expect that together with the Community
ways and means will be found to improve the free
circulation of industrial products.

12, In this context, the EFTA Governmants recall the
common determination expressed in the Luxembourg
Daclaration to simplify the rules of origin and invite the
Camnuriey &g find with tham colutionec in order to remova
the present deficiencies. Moreover, border formalities and
trade documentation should be simplified. Tachnical
standards and regulations should be harmonized and Buropean
standards should be elaborated jointly. Reciprocal
racognition of tests and certification should have broader
application. 1Initiatives in all these fialds should be
taken promptly.




13. Other {mportant objectives are the identification and
elimination of government aids which are incompatible with
the propar functioning of the Free Trade Agreemaents, access
to government procurement, elimination of unfair trading
practices, co-operation on patents and trade mark law, and
dismantling of other non-tariff barriera to trada.
Purthermora, the EFTA Governments are prepared to explore
with the Community the possibility of agreeing on thea
slimination of export credit subsidies within the European

free trade system,

14. The EFTA" Covernments stress the importance of
continued pragmatic and flexible ce-speration with the
Community beyond tha framework of the Free Trade Agreements
and are intarasted Iin broadening and deepaning such

co-operation.

15, The EFTA Governments declare thalr interest in
axpanding with the Community consultations and
co-oparation, as appropriate, in areas guch as aconomic and
monaetary matters, transport policy, trade in fish and
agricultural products, energy, trade in saervices,
environmental policies, working conditions, consumer
protaction, and North-8outh issues.

16, The EFTA Govarnments are prapared to intensify
co-oparation with the Community on efforts to improve the
competitiveness of European industry within the open
mulcilacsral trading system. In Lhis contaxt, an arsa o
substantial mutual interest is research and development,
whaera spacial attention should be given to industrial and
technological fields with particular potential for future

davelopment,

17. The EFTA Governments support increasing consultations
and exchanges of information with the Community on trade
policy matters with the aim of atrengthening the open
muléilateral trading system,

18. Portugal's EPTA partners express understanding and
sympathy for the reasons and objectives which have led
Portugal to apply for Community membership. The EFTA
Governments stress the need for a smooth transition and
will continue to ¢ontributs to it, They alas walcome khe
inclusion of Spain in the European free trade syatem as a
Member of the Buropean Community, this inclusion having
baan facilitated, inter alia, by the Agrsement between the
BEPTA countries and Spain. In the transitional period
non-discriminatory treatment must be secured.

19, The BFTA Governments underline the importance of EFTA
and the Community taking into account, in the future 283 in
the past, the special structure of the exports of Iceland.
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20, The EFTA Governments stress the importance of the
Buropean Free Trade Assoclation to them both for its
beneflcial effect on the functioning of thelr aconomies and
for its r8le in wider international co-operation. They are
resolved to atrengthen and improve their co-operation on
the basis oﬁ;tho Stockholm Convention.

21. In particular, thaey will continue to work for the
aholiktion and prevention of trada=-diatorting non-tariff
barriers to trade which may not be in accordance with the
Convention, committing themselves to creating no new

such barriers. They will work towarda the reduction of
trade bureaucracy. !

22. The EFTA Qovarnments will make increased use of EFTA
as a forum for exchange of information, consultation and,
when appropriata, co-ordination in trade and economic
matters of common interest, In the parspective of
increased activities on global and international matters
and in co-operation with the Community, the EFTA
Governmentsa intend to expand thelr co-operation as
raquired.

23, The EFTA Governmaents underline the importance of the
enntrihution being given by the advisory bodies, the
Committaa ot Mempers of tarliament and the Cuusullative
Committeae.

24, The EPFTA Governments note with satisfaction the
approval by the EFTA Councils of an EPTA Work Programme as
guidelines for the future work of the Association. They
underline the importance of its implementation for the
pursuance by the Association of the objectives outlined in
this Declaration.
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Speech at the EFTA Summit Meeting in Visby
on 23 May 1984 by Prime Minister Olof Palme,

Chairman of the Summit Meeting

When Sweden invited the EFTA countries to a new
meeting at summit level we did so for several

reasons.

Seven years have passed since the last meeting of

this kind was held in Vienna. The Declaration

adopted at that meeting has proved to be of con-
siderable importance. It gave an impetus to broader
co-operation, not only with ra2gard to internal EFTA
issues, but also to relations with the European
Communities. And it was the Vienna meetinag which
gave the signal for the negotiations which led to
the EFTA countries” free-trade agreement with Spain.
Another important achievement of the Vienna meeting
was to demonstrate to the rest of the world how
important the EFTA countries are as a tradinag oroup.
We have seen how the European Communities” Council
has cited the Vienna Declaration over the years
when it has addressed co-operation in the broader

West-European context.

There is no denying that our economic and trade
environment has changed dramatically since 1977.

One of the main features of economic developments




during most of this period has been stagnating
arowth. And despite a certain economic recovery
recently, unemployment in Europe has continued to

rise to alarmingly high levels.

Stagnation and unemployment constitute a grave
threat to the free-trade system. For we have seen
how in the wake of the economic crisis, governments

have been subjected to growing pressure to take,

and in some cases given in to, protectionist measures
in order to safegquard short-term national interests.
We have also had to watch a growing tendency for

settlements to be made between countries and interest

groups outside the open multilateral trade system.

These are trends which we small, and very export-
dependent, EFTA countries must regard with great

concern.

But this picture has a brighter side: our
relations with the European Communities have con-
tinued to develop favourably even in times when
signs of crisis have been predominant. At the
beginning of this year, the last transitional
arrangements in the free-trade agreements between
the EFTA countries and the European Communities
were abolished. Thus evervthing has gone according
to plan as regards the agreements we signed twelve

years ago. We consider the first Meeting of Ministers




of both EFTA and Community countries at the
beginning of April this year to be a milestone

in the history of relations between the two trade
groupings. Thus, we can now enter a new phase in

our cooperation.

This was one of the reasons why we considered that
a new meeting between the EFTA countries at summit

level was essential.

Before I present my views on how we can further

develop co-operation between our countries, I
should like to give you an account of the meeting
I have had today with representatives of two
important EFTA institutions: the Committee of

Parliamentarians and the Consultative Committee.

It was a most constructive gathering which demonstra-
ted the interest and importance with which our
Meeting is regarded in our parliaments and among

our partners on the labour market. We can be quite
sure that all we advocate in the Declaration to

be adopted here has the wholehearted support of

both committees. The central theme in their message
to us is also the Leitmotiv of our Meeting: the

fight against unemployment and protectionism.

Sweden attaches great importance to the part of the

Declaration dealing with watters of econoiic policy.




This is only natural considering the close ties there
are between the economic and trade policies,
between economic problems in the world and growing

protectionism.

ne can certainly conclude that free trade in Western
Europe has essentially stood the test of the
economic difficulties of recent vears. Proof of the
intrinsic strength of our system is the fact that
we have been able to continue to develop

free trade in spite of economic strains.

One can also wonder where Western Europe would be
today if we had not had co-operation within and

between the European Communities and EFTA. I am

convinced that the economic problems - no matter

how great they may seem today - would have been
much more serious. Who knows - there may even have
been the risk of a trade war between our countries.
There is no doubt at all that it would have
primarily been the small countries of Western
Europe who would have had to bear the burden of

such a crisis.

Today, unemployment in Western Europe has reached
the almost inconceivable figure of 20 million
jobless. This is a terrible waste of resources and

conceals countless human tragedies.




Unemployment has recently been on the agenda of

a special conference in Strasbourg to which the
European Trade Union Confederation invited represen-
tatives of governments and emplover organizations

in Europe.

A delegation of prominent trade union leaders from
the ETUC has since come to see me and urgently
pleaded that we shall give - the fight against un-
employment a prominent place in the deliberations
of this Meeting. The ETUC delegation gave me an
account of the extensive and constructive results

of the Strasbourg meeting.

Briefly described,they can be said to reflect a
conviction on the part of the delegates to the Strasbour:
conference that the one way out of unemployment and
stagnation goes via co-ordinated policies of economic

expansion in Western Europe.

One of the proposals put forward at the Strasbourg
meeting = I believe coming originally from Finland -
was to set up a European High-Level Commission charged

to work out a programme for the creation of 10 million

new jobs in Western Europe. The Swedish Government

would be prepared to consider that proposal seriously.




The main reason for advocating a co-ordinated

policy of economic expansion in Western Europe is
that co-ordination in itself can have substantial
effects on economies and employment levels, although
the measures taken by each country are fairly
limited. Taken on their own, these measures would
have little impact, but were they to be integrated
into a co-ordinated policy their cumulative effect
could contribute towards a substantial increase

in both production and employment.

In recent years we have observed an increasing

number of vioclations of the international rules

in the field of trade. In times of crisis, all
governments are under pressure from different
groups in society to take protective measures. But

measures of this kind are onlyv short-term solutions.

For the EFTA countries, which have only 1 per cent
of the world~”s population but 7 per cent of world
trade, the preservation of free trade throughout
Western Europe - and in the final analysis at the
global level within the framework of GATT - is

a matter of absolute necessity.

Clear and firm rules governing the measures which
are permitted and a system for dealing with actions
which violate those rules are to our advantage. GATT
is a corner-stone in the open multilateral trade

system.




Our Declaration gives a clear and unequivocal
expression of our involvement in efforts to defend
and to develop the GATT system. The EFTA countries
as a group have an important role to play. We are
not among the largest in the world. But together

we can more easily defend our intgrests. Together

we shall be in a better position to promote the
discussion of trade-policy problems in the appropriate

multilateral organizations rather than in meetings

limited to the major trading nations.

When it comes to relations with the Third World,
there have been only limited discussions of its
problems previously within EFTA. But relations
between Western Europe and the Third World are
very much a question of mutual interest and
interdependence. We are all aware that economic
growth in the Third World is a most ihportant
prerequisite for an economic recovery in the

industrialized world.

We, industrialized countries, have also a moral
responsibility to help the countries of the Third
World to make prosressin their struggle against
under-development. We must, therefore, never forget
that economic problems are increasingly assuming

a global dimension, and the way in which we act,

or fail to act, affects our ability to promote

a more just economic order in the world as a whole.




We should, therefore, take every opportunity to
discuss also in our organization relations with

the Third World.

However, the focus of our interest here today is
how we EFTA countries - on the basis of the largest
free trade system in the world we have created
together with the European Communities - can
contribute towards developing European co-operation

and making it more effective.

Sweden, for its part, has taken an active part in
convening the meeting between the European Communities
and EFTA which took place in Luxembourg at the
beginning of April. This was the first time a

meeting of this kind was held at ministerial level.

The declaration from Luxembourg and from our meeting

here today indicate a number of areas which are

suitable for deepened and broadened co-operation.

The most important - and one in which EFTA, with

a small but very efficient secretariat, can make
the greatest contribution - is the creation of a
genuine European home market. But before I discuss
this main task of our organization, I should like
to point to two other fields where it is important
- in fact essential - that co-operation between
the EFTA countries and the European Communities

is intensified.




I want to start with the need for co-operation

in protecting our European environment.

The protection of the environment in which our
people live and work has become a task which can
only be solved through trans-boundary co-operation.
Every country must impose upon itself obligations
and limitations in the fields of agriculture and
industry. If we know that the other countries are

imbued with the same political will to take action,

it is easier to implement the measures which are

now necessary if we are to avoid leaving to our
children and grandchildren an inheritance of a

despoiled environment.

And, just as important, some of the pollutants
emitted from industry are carried across borders,
and perhaps cause greater damage in countries other
than where they originate. Acidification is today

an imminent threat to our lakes and forests.

Here national interests and the demands of inter-
national solidarity converge in a way which must
result in prompt and energetic countermeasures
decided upon and implemented in a spirit of mutual

understanding between many countries.

Another area, where increased co-operation on a

European basis is absolutely necessary, is research.




In my view, practical and specific research co-
operation must be given greater scope in relations
between the Communities and the EFTA countries.

No one European country possesses the insights

and resources that are necessary here. But I am
firmly convinced that through concerted efforts

in the fiela of research,the Cominunities

and the EFTA countries can lay the foundation for
the industrial renewal necessary to get the wheels
spinning in our economies and to hold our own in
competition with the United States and Japan.
Together, we can achieve results‘which will bring
to nought all the prophesies that Western Europe
has had its day. This places a heavy responsibility
on the shoulders of governments as well as on

trade and industry, to ensure that these great

and valuable resources are used to the full so that
Western Europe can once again play a leading role

in research, technology and industrial renewal.

It is gratifying that during the French chairmanship
of the European Communities, President Mitterrand
has stressed the importance of research co-operation

for industrial renewal in Europe.

I also would like to compliment the European

Commission, which has long been aware of this aspect,

and appears increasingly prepared to draw the




practical consequences of the growing urgency of

research co-operation in Western Europe.

And finally, the question of the creation of a genuine

European home market which I earlier indicated as

something of a main task for our organization.

The European Communities and EFTA constitute the
world's largest free-trade system. The West European
market, with 300 million .people living in eighteen

countries, is larger than the combined market of

the United States and Canada. Here we have a very

large but, as yet, far from fully exploited market
potential for European industry. The reason why

this potential has not been fully utilized, in spite
of the dismantling of customs barriers, is that

we are still burdened with so much bureaucracy,

red tape and technical trade barriers that we cannot
give our industry the same advantages as those
enjoyed by companies in the United States and Japan
in their national markets. There are estimates

which indicate that administrative regulations

and bureaucracy burden companies - and consequently
also the consumers in Western Europe - with costs

of roughly the same dimensions as average customs
duties - or in other words, between 6 and 8 per cent

of the value of a product.
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A genuine European home market presupposes, for instance
simplified customs controls, the harmonization of various
standards and regulations and simplification and improve-
ment of the rules of origin. The dismantling of such

technical trade barriers is an arduous task.

However, it is extremely gratifying that both in the
Luxembourg Declaration and in our declaration here today,
we clearly express our political will to really get to
grips with this problem. Our meetings in Visby this week
have in deed focussed on how to translate this political
will into concrete action. The programme of action adoptea

by the ministers of trade yesterday in Visby lays down

specific ways and means for our organization to tackle

this task. We should now transmit our ideas to the
Community with a view to starting as soon as possible
the practical implementation of cooperation in the

important new areas to which we have given priority.

By giving our companies a greatly increased market
potential, a European home market of this kind will make
a very significant contribution to our efforts to

revitalize European industry.

I believe that all we EFTA countries are optmistic about
the prospects of developing co-operation - both unilaterally
and multilaterally - with the European Communities in these

fields.

The years that have elapsed since we concluded our free-

trade agreements have shown that membership of




the Communities has not developed into an insur-
mountable barrier between the Community nations

and non-members in Western Europe - a disadvantage
which was feared in some quarters in our countries
at the beginning of the Seventies. The Communities
have not developed into an introvert and homogeneous

mammoth.

Today we are observing with great attention the

southward expansion of the Communities. This process
is going on at the same time as democracy is being
consolidated in Portugal, Greecerand Spain. These
are countries which are not only in need of increased
economic exchanges with the rest of Western Europe.
They are all undergoing a delicate process of
ridding themselves of the shackles of fascism and
dictatorship. When the European Communities open
their doors to them, this helps to underpin their
democratic structures. May I take this opportunity
of stressing that we EFTA countries wholeheartedly
support Portugal”s decision to gain membership

of the European Communities. To Mario Soares, I

want to say that we shall miss the close co-opera-
tion with Portugal in EFTA, but what we have
achieved in EFTA will endure and develop - albeit

on another foundation.




We have, of course, no reason to interpret the
interest of the European Communities in countries

of Southern Europe as lack of interest in us.

Eloquent proof of this is the Luxembourg Meeting

which was held at a time when the Communities~”
agenda is not only full of negotiations on enlarge-
ment, but also when the Community are tackling

some major proglems in their internal co-operation.

In this context J would like to state quite
definitely that it is obviously in our interest
thac solutions are found within the Community
so that the work of integration can be set in

motion again.

For our part Wwe have every reason to be satisfigd
with the development of our relations with the
European Communities. Conditions for gaining a
hearing for our ideas for co-operation outside the
framework of the free-trade agreements have proved
to be better than we dared hope when the agreements

were concluded.

Nevertheless, there is a need for this Summit
Meeting to underline the great importance of EFTA
on the world trade map, to increase the awareness
that Europe is something more than the European

Communities.




And Europe is, of course, also something more than
Western Europe. We in Western Europe are united by
historical and cultural ties with the peoples of

Eastern Europe.

Economic exchanges between Eastern and Western
Europe are of essential importance to the economies
of both regions, and obviously of mutual benefit.
There is no doubt that these ‘exchanges can be
expanded. We should prepare ourselves for such

an expansion, both governments and companies. Nor
should we preclude the Eastern European states

- together, or one or some of them - at some future
date accepting parts of the GATT rules system, and
thus possibly finding it of interest to increase
their contacts with both GATT and the OECD. At the
same time, we should bear in mind that the systems
are so different that development of this kind can
only proceed very slowly. We know that trade between
East and West Europe is greatly dependent on

political decisions - on both sides in fact.

Therefore, it is obvious that headway of this kind
hinges on an improvement of the general political
climate. Correspondingly, it is clear that if the

improvement is to be durable it must be given

stability through broader and firmer economic co-

operation.




The co-operation which has been developed over the
years between EFTA and Yugoslavia has proved valuable.
In the Bergen Declaration, the EFTA countries have
undertaken to work for the further development of
co-operation with that country and in that frame-
work try to promote the growth and diversification

of trade.

At the beginning of my address I spoke of the
dramatic change in the economic environment in our

part of the world since our Summit Meeting 1977.

I want to close by ringing a peai of bells with

a more hopeful message. And this I do by looking
further back into the past. Since the end of the
war the living standards of our peoples have risen
and social services have been expanded at a rate
which would have been regarded as Utopian during
the years immediately after the war. Today, as we
hear the prophets of disaster croaking about the
future of Europe, we must bear in mind that in the
extensive reconstruction of Europe after the war

- symbolized by the Marshall Plan and the OECD”s
predecessor, the OEEC - one essential element was

a growing freedom of movement for goods, manpower
and capital across national borders. The conditions
necessary for repeating this miracle are there and
today as at that time it has to be achieved. through

ccncerted eifforts.




But in order to do this, we must support efforts for
econouiic integration, in the conviction that tocether we
can promote economic recovery and bring ourselves

out of the crisis, in the conviction that the adjustment
to new incustrial conditions can take place more

easily and more smoothly within the framework of
European co-operation, than in an atmosphere of

"every man for himself".

To conclude, we must zlways strive to give economic

co-operation a clearly social dimension, direct it
along a course that leads to the best possible con-
ditions for employment and well-being in all countries

taking part in the co-operation.

We must make concerted efforts to dispel the
sense of insecurity about the future which is
widespread because unemployment has been allowed

to assume dimensions which pose a threat to the
very social fabric of our societies. It is people”s
confidence in the ability of democracy to improve
the conditions of their lives which in the long

run determines the strength of democracy. It is
this confidence in the power of democracy and in
reaceful coozeration,which we, as Europeans and

democrats, must fight to preserve.
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2, I have sent the text of the draft Economic Declaratlon to
other Personal Representatives as instructed. In doing so I
have strengthened the wording in paragraph 14.10 of the draft,

as suggested in paragraph 2 of your minute. The draft contains

no reference to the so-called North-South dialogue.
i i (/ﬁ)\b/JUbOJH
Draft Declaration on Democratic Values \

3 I have revised the text of the draft Declaration as agreed é%uki
at the meeting. The Chancellor of the Exchequer agreed the p£r

revision of paragraph 4. I have sent the text out to Personal
Representatives, with a request for agreement or any further

comments before the Summit itself.

Order of Discussion

4. I have also given Personal Representatives an indication

of the proposed order of discussion.

D% I am sending copies of this minute and of the revised drafts
to the Private Secretaries to the Foreign and Commonwealth
Secretary, the Chancellor of the Exchequer, the Home Secretary,
the Secretaries of State for Trade and Industry, for the

Environment and for Transport.
ROBERT ARMSTRONG

24 May 1984
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(Draft of 24»I\1ay 1984)

THE LONDON ECONOMIC DECLARATION

We, the Heads of State or Government of seven major industrialised countries
and the President of the Commission of the European Communities, have
gathered in London from 7 to 9 June 1984 at the invitation of the Rt Hon
Margaret Thatcher FRS MP, the Prime Minister of the United Kingdom, for the
tenth annual Economic Summit.

2. The primary purpose of these meetings is to enable Heads of State or
Government to come together to discuss economic problems, prospects and
opportunities for our countries and for the world. We have been able to
achieve not only closer understanding of each other's positions and views but
also a large measure of agreement on our objectives and on the policies to be

follovved in pursuing them.

3. At our last meeting, in Williamsburg in 1983, we were already able to
detect clear signs of recovery from world recession. That recovery can now
be seen to be established in many of the industrialised countries. It is the
reward for the firm efforts made in the Summit countries and elsewhere over
recent vears to reduce levels of inflation and of interest rates, to control
and where possible bring down fiscal deficits, and to control monetary
growth. |

4. But its cor;tﬂjxfa:cion cannot be taken for granted; it requires unremitting
efforts. We ha"'cré to. make the most of the opportunities with which we are now
presented to reinforce the basis for enduring growth. We need to spread its
benefits widely, both within our own countries and also to other countries,
including the poorerygountries who stand to gain as much as any from a
sustainable gro{~:{f; of the world -economy. Failure to reduce inflation further
and damp down inflationary expectations could put recovery at risk. Prudent
monetary and budgetary policies of the kind that have brought us so far will
have to be sustained and where necessary strengthened. We reaffirm the
commitment of our Governments to those objectives and policies. We welcome
the "down payment"” measures of the United States Government as an
important step in the process of reducing the budget deficit of the United
States.
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5. Not the least of our concerns is the growing strain on public expenditure
from social insurance provisions in many of the industrialised countries.
Those provisions have to be Kkept within the limits of what our national
economies can afford. We welcome the increasing attention being given to
these problems by national governments and in international fora such as the

Organisation for Economic Co-operation and Development (OECD).

6. To achieve sustained growth, we must make sure that the industrial
economies adapt and develop in response to market needs and technological
change. We must encourage flexibility in the use and rerﬂ_qpef_a_tzon of labour,
and bring about the conditions in which more new jobs will be created on a
lasting basis, especially for the young. We need to foster and expand the

international trading system and liberalise caiﬁta} markets.

7. At Williamsburg we defined a strategy for dealing with the debt burdens of

many developing countries. In the pursuit of this strategy a key role has
been played by the International Monetary Fund, whose resources have been
strengthened for the purpose. Debtor countries have been increasingly ready
to accept the need to adjust their economic policies. In a climate of world
recovery and growing world trade, this strategy should continue to enable
the international financial system to manage the problems that may still
arise. But a significant rise in levels of international interest rates would
both exacerbate the problems of the debtor countries and make it more
difficult to sustain the strategy. This underlines the importance of
continuihg to follow policies which will be conducive to lower interest rates

and which take account of the impact of our policies upon other countries.
8. We have therefore agreed -

(1) to continue with and where necessary strengthen policies to reduce
inflation and interest rates, and to control budgetary deficits and

monetary growth;
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(2) to seek to reduce obstacles to the creation of new jobs:
- by encouraging the efficient working of the market;

- by encouraging industrial development in response to market needs

and technological change, including in innovative small businesses;
- by encouraging the improvement and extension of job training;
- by discouraging measures to prop up declining industries;

- and by reducing or phasing out subsidies and other assistance

which distorts markets;

(3) to study with the appropriate international organisations policies to
improve economic efficiency and promote growth, in particular by
harmonising standards, encouraging innovation and working for a more
widespread acceptance of technological change, and facilitating the
mobility of labour and capital;

(4) to invite Finance Ministers to carry forward, as a matter of urgency,
their current work on ways to improve the operation of the international
monetary system, including exchange rates, surveillance, the creation,
control and distribution of international liquidity and the role of the IMF;
and by early 1985 to complete the present phase of their work and to
make recommendations for next steps, including further international

discussion;

(5) to carry forward the procedures agreed at Versailles and at

Williamsburg for multilateral monitoring and surveillance;

(6) to seek to improve the operation and stability of the international
financial system, by means of prudent and convergent policies among the
major countries, by providing an adequate flow of funding to the
international financial institutions, and by improving international

access to capital markets in industrialised countries;
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(7) to confirm the strategy on debt and to continue to implement it
flexibly, helping debtor countries to make the necessary economic and
financial policy changes, taking due account of political and social
difficulties;

(8) to maintain and wherever possible increase flows of resources,
including official development assistance, to the developing countries, to
find ways of increasing the flow of private investment, and to encourage
practical measures in those countries to conserve resources and enhance

indigenous food and energy production;

(9) to urge =all trading countries to resist continuing protectionist

pressures and to reduce barriers to trade and to make renewed efforts to

liberalise and expand international trade in services (including shipping)

as well as in manufactures and commodities;

(10)to accelerate the completion of current trade liberalisation
programmes, in co-operation with other trading partners; to press
forward with the work on trade in services in the international fora; to
reaffirm the agreement reached at the OECD Ministerial Meeting in May
1984 on the importance of a new round of multilateral trade negotiations
to strengthen the open liberal trading system; and to consult partners in
the GATT on the possible objectives for, participation in and timing of a
new negotiating round so &as to permit decisions to be taken by

Governments in 1985 on the arrangements for a new round.

9. We note with approval the continuing consensus on the security and other
implications of economic relations with Eastern countries, and on the need to
continue work on this subject in the appropriate organisations.

10. We welcome the second report of the Working Group on Technology Growth
and Employment created by the Versailles Economic Summit, and the progress
made in the eighteen areas of co-operation, and invite the Group to pursue
further work on technology and the environment, education and employment,
adaptation to technological change, trade in technology and the products of
technology, and the sharing of major scientific facilities, and to report to

Personal Representatives in time for the next Economic Summit.
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11. We recognise the international dimension of environmental problems and
the role of environmental factors in economic development. We have
therefore decided to invite the Working Group on Technology, Growth and
Employment to consider what has been done so far and to identify specific
areas for research on the causes, effects and means of limiting environmental
pollution of air, water and ground where existing knowledge is inadequate, and
to identify possible projects for industrial co-operation to develop cost-
effective techniques to reduce environmental damage. The Group is invited to
report by 31 December 1984 on these matters. We also welcome the invitation
from the Government of the Federal Republic of Germany to other Summit
countries to a multilateral conference on the environment in Munich on 24-27
June 1984.

12. We thank the Prime Minister of Japan for his report on the Hakone
Conference of Life Sciences and Mankind, organised by the Japan Foundation
in March 1984, and welcome the intention of the French Government to

sponsor a second Conference in 1985.

13. We welcome the invitation from the United States Administration to other
Summit countries to participate in the development of an international manned
space station, noting that a space station would be an example of the kind of
programme that provides a stimulus for technological development leading to
strengthened economies and improved quality of life. Other Summit countries
will actively examine the possibility of accepting the invitation, having regard
to their own space programmes. We welcome the intention of the United
States Adminstration to report at the next Summit on international

participation in the programme.

[14. We have agreed to meet again next year and have accepted the Federal

Chancellor's invitation to meet in the Federal Republic of Germany.]

London
g June 1984
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DRAFT OF 24 MAY 1984

THE LONDON CHARTER

We, the Heads of State and Government of Seven
major industrial countries with the President of
the Commission of the European Communities, assembled
in London for the Tenth Economic Summit meeting,
affirm our commitment to the values which sustain

and bring together our societies.

2. We believe in a _rule of law which respects and

protects without fear or favour the human and civil

rights and liberties of every citizen, including
the right to private property, and provides the
setting in which the human spirit can develop in

freedom and diversity.

3. We believe in a system of democracy which
ensures genuine choice in elections freely held,
free expression of opinion with full respect for
dissent, and capacity to respond and adapt to change

in 2ll its aspects.

4. We believe that there can be no political
freedom without economic freedom. It is for
Governments to set the conditions in which there can
be confidence in the soundness of the currency,

in which enterprise and employment can flourish,

in which there can be the greatest possible range

and freedom of choice, in which standards of living




can rise and society can provide care and support

for those in need, and in which the lives of all

can be enriched by’Ehe fruits oi]innovation,

imagination and scientific discovery.

N We believe in close partnership with each other
in the conviction that this will reinforce political
and economic stability in the world as a whole.

We look for co-operation with all countries on the
basis of respect for their independence and
territorial integrity, regardless of differences
between political, economic and social systems.

We acknowledge the moral responsibilities that go
with economic success, and reaffirm our keen concern
about the problems of hunger and poverty in the
world and our determination to help those who most

need 1it.

6. We believe in the need for peace with freedom

and justice. Each of us rejects the use of force as a
means of settling disputes: each of us will maintain
only the military strength necessary to deter
aggression and to meet our national and international
obligations for effective defence. We reaffirm

the statement made at Williamsburg in May 1983.

Our dedication to the rule of law, democracy and
individual freedom is a guarantee of our commitment

to closer and more open international relationships.




i Strong in these beliefs, our countries are

endowed with unrivalled diversity and creative

vigour. With such a heritage we look forward to the

future with confidence.
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10 DOWNING STREET

From the Private Secretary

MR. HATFIELD

ECONOMIC SUMMIT

I attach copies of two letters which the Prime Minister has
received from the Commonwealth Secretary General, setting out
Commonwealth views on certain issues which may be discussed
at the Economic Summit. I should be grateful if you could
let me have a draft reply.

As you know, the Prime Minister has received a number of
letters urging action on particular points at the Summit.
would rather not ask her to read all these. I should be
grateful if the briefs could draw attention to the most
important communications and suggest to what extent the Prime
Minister should attempt to bring them to the attention of
Summit participants.

I am copying this minute and its two enclosures to Mr. Ricketts
(FCO) and Mr. Peretz (HM Treasury).

24 May 1984







* COMMONWEALTH SECRETARIAT

CABLES: COMSECGEN LONDON SW1
TELEX: 27678
TELEPHONE: 01-839 3411 Ext:

MARLBOROUGH HOUSE,
PALL MALL,
LONDON, SW1Y 5HX

From: Sir Peter Marshall, KCMG
Deputy Commonwealth Secretary-
General (Economic)

Your ref:
Our ref

24 May, 1984

The Secretary-General, who at the moment is
in Vienna, has asked me to send you the enclosed
letters to the Prime Minister. Signed copies will
follow on his return to London next week.

Vo )
i

Peter Marshall

Mr. A.J. Coles,

Private Secretary to the Prime Minister,
Prime Minister's Office,

10 Downing Street,

London, S.W.1.




.FF!CE OF THE COMMONWEALTH SECRETARY-GENERAL

MARLBOROUGH HOUSE-PALL MALL- LONDON SW1Y BHX

24 May, 1984

The London Economic Summit

I can well believe that you have been assailed on all
sides by expressions of concern and anxdious advice in advance
of the Summit Meeting of the industrialised countries which
you are to Chair in London next month. I would hope, nonetheless,
that you would welcome an expression of Commonwealth views,
particularly in the light of the outcome of the Commonwealth
Heads of Government Meeting in New Delhi and what has transpired
since.

The New Delhi Statement on Economic Action was noteworthy in
three main respects: first, it was - and still is - the most
succinct statement at Heads of Government level, and embracing
both developed and developing countries, of the problems of the
world economy both as regards substance and as regards the processes
for dealing with them. Secondly, Heads of Government broke new
ground in setting up an intergovernmental group to follow through
the issues covered by the Statement. And thirdly, everyone was
conscious at New Delhi that you would host the next Summit of
industrialised countries and there was a corresponding expectation
that the Commonwealth point of view would be fully reflected in
the leadership which your long experience and familiarity with the
issues would give to the meeting - and the support you can expect
to receive from Pierre Trudeau in the context of the New Delhi
Statement.

Developments since New Delhi underline the relevance of the
Statement's message. The Commonwealth has taken note with appre-
ciation of the lead which the UK Government has continued to take
on IDA and related World Bank issues. We have also noted the
outcome of the recent OECD Ministerial meeting. Yet the indebted-
ness of developing countries remains a most serious preoccupation.

The Rt. Hon. Margaret Thatcher, MP,

Prime Minister of Great Britain and
Northern Ireland,

10 Downing Street,

London, S.W.1.




The Expert Group which Heads of Government asked me to set up

has started work under the Chairmanship of Lord Lever and will,

I hope, produce for Finance Ministers in Toronto a report to rank
with the high-level experts' reports which Heads of Government
considered in New Delhi. It is my earnest hope that at Toronto
Commonwealth Finance Ministers will be able to agree on urgent
action to recommend to the international community, not least
when they meet at the annual Bank/Fund meetings immediately
afterward. Nothing would be of more help than an authoritative
statement from the London Economic Summit.

There remains the need for what Commonwealth Heads of
Government described as '"a comprehensive review of the inter-
national monetary, financial and relevant trade issues'". The
intergovernmental group, which recently met at Ministerial level
under the Chairmanship of the New Zealand Prime Minister, has
examined possible ways of achieving consensus on the process for
such a review. I have been asked by the Ministers to undertake
wider consultations. We believe that some variant of the Committee
of 20 (or of its successors, the Interim Committee and the Develop-
ment Committee), would be the most realistic way of carrying
forward the review process which Commonwealth Heads of Government
desire. We shall discuss this further when the Group reports to
Commonwealth Finance Ministers at their meeting in Toronto in
September, in the light of the soundings which we have taken
meanwhile. The attitude of the United States and of the other
leading industrial countries is crucial. Once again nothing would

give the process more authority than an endorsement of its general
thrust by the London Economic Summit. I attach an Aide Memoire

on the proposal which Robert Muldoon has already discussed with
Donald Regan.

In summary, Prime Minister, my hope is that next month's
Summit will be able to provide top level, political leadership
in the two areas on which Commonwealth Heads of Government laid
such emphasis at New Delhi: finding the way ahead for the
comprehensive review of international economic arrangements and
grasping the shorter term problems, particularly on aid to the
poorest and international debt. Important though continuing
technical work and, indeed, intergovernmental contact at Ministerial
and high official level may be, there is no substitute for a real
impulse from the top.

Ml e
el

T
Shridath S. Ramphal




10 DOWNING STREET

From the Private Secretary

MR HATFIELD

Economic Summit; International TUC Delegation

It was decided at the Prime Minister's meeting on the
Economic Summit yesterday that the International TUC Delegation

will be received in the State Dining Room at No.1l0,

e now need to know quickly the precise composition of
the delegation with a clear indication as to which members
need interpreters in which languages - and who you propose to
nominate as interpreters, Could you kindly let me have this

information by 29 May at the latest.

24 May 1984
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D) M Cles,

Y)PRIME MINISTER

ECONOMIC SUMMIT: MEETING WITH INTERNATIONAL TUC DELEGATION

On Thursday, 31 May you will be meeting an International TUC
Delegation in connection with the Economic Summit. We need to

decide where this meeting should take place.

The choice lies between Lancaster House and No.10, The advantage
of Lancaster House is that facilities are available there for
simultaneous translation (members of the delegation will speak

French, German, Italian and Japanese as well as English).
If the meeting were to take place at No.10, we could use '"whispering
translation'. But with so many languages the effect could be

rather confusing.

Agree that the meeting should be held at Lancaster House?

Dk

23 May, 1984
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Telephone Direct Line 01-213...0400................
Switchboard 01-213 3000

Caroline Ryder 23 May 1984
10 Downing Street
London SW1

(;tuf'L&mﬁiAe,

Prime Minister's meeting with the International
Trade Union Delegation, 10.30 on Thursday 31 May.

Further to my letter of 11 May, the Secretary

of State's press conference at Central Office

has now been moved to 29 May. He could therefore
attend a briefing meeting prior to 10.30 am

on 31 May if required.

Yours sincerely

(,MksbAi,()ohfg;kqaeRj

C M VAN SCHAGEN
Private Secretary
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10 DOWNING STREET

From the Private Secretary

SIR ROBERT ARMSTRONG

Economic Summit

The Prime Minister held a meeting today to consider
preparations for the Summit. The Foreign and Commonwealth
Secretary, the Chancellor of the Exchequer, Mr. Kenneth
Baker, you yourself, Sir Julian Bullard, Sir Crispin
Tickell, Mr. Littler and Mr. Partridge attended.

Thematic Paper

2. The Foreign and Commonwealth Secretary and the
Chancellor of the Exchequer observed that the phrase in
paragraph 14.9 of the final version - "to explore with other
GATT parties as quickly as possible the objectives for, the
participation in and the timing of a new negotiating

round" - was weaker than the corresponding phrase in the
Williamsburg communique. We should therefore work for
stronger wording 1in the London communigue.

3. It was agreed that we should also aim to ensure that
the communigue avoided unwelcome commitment with regard to
the so-called North-South dialogue (c.f. para 15 of the
thematic paper).

Draft Economic Declaration

The draft of 22 May was discussed. The Chancellor of
the Exchequer said that it was hoped that, as a result of
recent exchanges, the US would agree to a stronger reference
to the US budget deficit in paragraph 4,

The Foreign and Commonwealth Secretary observed that
the language of paragraph 7 on the international debt
problem was rather complacent. It was agreed that this
wording would be considered further in the light of
discussion at the Summit.

There was also some discussion of the various
references to the problem of inflation and doubt was

/whether
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expressed as to whether the changes of inflation were
sutficiently emphasised.

The Chancellor of the Exchequer said that it was
desirable to refer in the Declaration to the concept of a
medium term financial strategy.

The Prime Minister said that she wished to avoid, to
the maximum extent possible, serious differences of view on
the Declaration emerging at the Summit. It was agreed that,
in sending this text to other personal representatives you
would ask them to inform you as soon as possible - ana
before the Summit - of any difficulties they saw in the
text,

Order of discussion of agenda items

Following a discussion of the order in which the
various items would be taken, the Prime Minister said that:-

(a) the Summit should aim to agree, on Thursday
evening, the text of the London Charter (on
democratic values). This suggested that in
effect Summit participants should have given
their agreement to the text before their
arrival in London. The Charter would be
issued to the press at the end of Friday
morning.

Heads of State and Government would also
discuss East/West relations and Arms Control
and Disarmament on the Thursday evening. It
might also be necessary for them to discuss the
Iran/Iraq war that evening and, perhaps, to
commence their discussion of international
terrorism.

On Friday morning Heads of State and Government
would make their opening statements on economic
gquestions. Towards the end of that morning
they might need to return to the question of
international terrorism which Foreign Ministers
would have discussed separately earlier. It
was desirable to issue a statement to the press
on international terrorism on Friday evening.
Over lunch discussion of political guestions
would be framed.

Economic discussion would continue on Friday
afternoon. In reporting the Finance Ministers'
conclusions to the Summit the Chancellor of the
Exchequer would suggest three or four broad
subjects for further consideration. These

/might

CONTINGITIAY
L I .
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might be 1nterest rate international debt,

s,
economic recovery and the policies necessary

sustain this, and trade and protectionism.

Draft Declartion on Democratic Values (the London Charter)

It was agreed that paragraph 4 of the present text was
unsatisfactory and that you would revise it, in consultation
with the Chancellor of the Exchequer.

The word "overriding" should be deleted from
paragraph 6. The opening sentence of that paragraph might
read instead: "We believe in peace with freedom and
justice”.

We should aimn to insert a reference to the
Williamsburg Declaration on defence matters.

You agreed to revise the text™in the light of the
above points and submit the revision to the Prime Minister.

Draft Declaration on Terrorism

It was agreed that the idea of a Declaration should be
abandoned. Instead the aim should be that the Summit would
discuss the problem of international terrorism and that a
statement would then be issued to the press. 'You agreed to
submit a draft of a possible statement.

Prime Minister's Keynote Speech

This was not discussed at the meeting. I shall
arrange for the Prime Minister to consider this separately.

I am copying this minute to Mr. Ricketts, Mr. Peretz,
Mr. Taylor and Mr. McMillan.

23 May 1984

SAHAAE




PRIME MINISTER

ECONOMIC SUMMIT: MEETING WITH INTERNATIONAL TUC DELEGATION

On Thursday, 31 May you will be meeting an International TUC
Delegation in connection with the Economic Summit. We need to

decide where this meeting should take place.

The choice lies between Lancaster House and No.10. The advantage

of Lancaster House is that facilities are available there for
simultaneous translation (members of the delegation will speak

French, German, Italian and Japanese as well as English).
If the meeting were to take place at No.10, we could use "whispering
translation''. But with so many languages the effect could be

rather confusing.

Agree that the meeting should be held at Lancaster House?

23 May, 1984
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Common Democratic Values

P st M Tl

Terrorism
East/West Relations:

(a) Position and attitudes of the Soviet leadership:
(b) Policies of States participating in the Summit
towards the USSR and its allies.

Arms control and disarmament :

(a) Nuclear issues:
(b) Non-nuclear issues

Non-proliferation
Regional and Third World issues:

(a) General questions, eg: relations with neutral and
non-aligned countries; political aspects of North/
South relations; handling of regional crises

Specific regional situations, eg:

Iran/Iraq

Middle East

Afghanistan

Central America

Southern Africa

South East Asia

Far East (including China, Korean Peninsula)

NOTES:

(I)

This is a list of political themes identified during a
meeting of officials from participating countries at the
British Embassy, Paris on 18 May 1984 for possible
discussion at the London Economic Summit

It is ad referendum to Heads of Delegations and to their
Personal Representatives

It is subject to revision in the light of developments, and
the order has no overriding significance

The preparation of this list in no way limits the total
freedom of Heads of Delegation at the London Summit to discuss
whatever subjects they wish, or the freedom of Foreign
Ministers under their direction to do likewise.

The question of whether to issue any public statements/

declarations, and if so on what subjects and in what form,
is for Heads of Delegation at the Summit to decide.

CONFIDENTIAL




CONFIDENTIAL ¢

Ref. A084/1528

MR COLES

As you know, on 31 May an international trade delegation
is to meet the Prime Minister, in her capacity as Chairman of
the London Economic Summit, to present a submission on the
views of the international trade union movement on the issues

facing the world economy.

2% This is a standard feature of pre-Summit activity; and
such delegations have been received by the Chairman of the year
before each recent Summit.

Ole I attach a copy of the statement to which they will be
speaking. There is a good deal in it, particularly as to
assumptions and recommendations for action, with which the Prime
Minister and most of her colleagues at the London Economic
Summit will disagree. But there is a rather special domestic
significance about this meeting, which means that both the
Treasury and the TUC are extremely anxious that the meeting
should be, and be seen to be, a friendly affair and a success.

4. The delegation will be led by Mr Basnett; and both the
Treasury and the TUC believe that, if the meeting can be seen
to be constructive and friendly, that will strengthen the hands
of those in the TUC who want to bring the TUC back into the
National Economic Development Council (NEDC) in September. The
Chancellor of the Exchequer takes the view that it is in the
Government's interest that those views should prevail, and that
the TUC should return to the fold.

5. Clearly what is said in the statement issued to the press
after this meeting will be important in this connection. The
Assistant Secretary General of the TUC has told me that in his
presentation Mr Basnett will stress that the objectives of the
trade union movement are to create jobs, and to achieve
technological and structural change "in a way which enhances
rather than degrades the lives of our people". Though there are
differences about other objectives, and about the way of achieving
these particular objectives, it should be possible to register

agreement on these objectives.

1
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6. With this in mind, I have prepared a draft of the sort of
press release that might be issued. The TUC have stressed to

me that they will wish the press release to contain some account
of their views as presented; and Mr Ingham has in mind that he
would like to have some on-the-record remarks by the Prime
Minister which he could relay in his briefing. I attach a copy

of a draft press release herewith.

/s I am sending copies of this minute and the attachments to
the Foreign and Commonwealth Secretary and the Chancellor of the

Exchequer, and to Mr Ingham.

ROBERT ARMSTRONG

22 May 1984

CONFIDENTIAL




DRAFT PRESS RELEASE

On 31 May 1984 the Prime Minister, the Rt Hon
Mrs Margaret Thatcher FRS MP, received an inter-
national delegation of members of the Trade Unions
Advisory Committee (TUAC). The delegation, which
was led by Mr David Basnett, presented a submission
by the TUAC to the London Economic Summit on the
main 1issues facing the international economy. Other

members of the delegation were:

2% The Prime Minister, opening the discussion,

welcomed the delegation to 10 Downing Street. As
Chairman of the London Economic Summit she valued

the opportunity of hearing the views of the inter-

national trade union movement on the issues facing

the world economy, and particularly the industrialised
countries. The Summit came at a crucial juncture:

the economic recovery foreseen at Williamsburg

could not be seen to be under way. What was important
now was to establish it as a basis for sustainable
growth and to spread its benefits widely not only

in the industrialised countries but in the rest of

the free world. That would be the best possible

basis for creating new and lasting jobs and reducing
the levels of unemployment about which she and other

Heads of State or Government were no less concerned




than the trade unions. But the achievement of
sustainable growth would entail unremitting efforts
to bring inflation down still further and to

reduce the levels of interest rates, which were

too high.

3. Mr Basnett, introducing the TUAC submission,
said that it was based on the main objectives of
creating jobs, and achieving technological and
structural change in a way which enhances rather

than degrades people's lives. The trade unions

remained deeply concefned about the high levels

of unemployment. They agreed that recovery and
growth were essential conditions for reducing
unemployment; they were not convinced that they
were sufficient conditions, or that market forces
alone would bring about the fall in unemployment
which all desired to see. They emphasised the need
for an internationally co-ordinated approach, with
particular reference to investment in infrastructure,
and the need to avoid cuts in wages or undermining
of workers' rights in the name of labour market
flexibility. They also stressed the need for
co-operation with and support for the developing
countries, so that those countries too could enjoy

the benefits of economic recovery and growth.




4. Mr Basnett emphasised that the trade unions
were the supporters, not the opponents, of change.
They recognised that growth, employment and living
standards depended on technological and structural
change; they stressed that change could be successful
only if it was based on understanding and at least
some degree of consensus.

5. After other members of the delegation had
spoken, the Prime Minister, summing up the discussion,
once again thanked the delegation for coming and

for the clear expression of their views. The
delegation would not be surprised if she said that
she would herself part company with them on some
aspects of their diagnosis and prescription; but

on the main objectives, as defined by Mr Basnett,
there was a large measure of agreement. It was
necessary to secure and establish the recovery,

and to achieve sustainable growth. This was a
necessary condition of bringing down levels of
unemployment. The Prime Minister very much endorsed
what had been said about the importance of

technological and structural change in the creation

of new jobs, and about the need to increase public

understanding and acceptance of technological change:
this had been a theme which she herself had stressed
at the Versailles and Williamsburg Summits, and would

stress again in London.




6. She also endorsed what had been said about the
need to spread the benefits of growth to the
developing countries. They stood to gain just as
much as industrialised countries from economic
recovery, since a growth in world trade associated
with economic recovery would enable them to increase
their exports to the industrialised countries,

(in the case of the debtor countries) would help
them to meet the cost of servicing the debts which

they had incurred. In this connection it was much

to be hoped that the benefits of increasing exports

would not be eroded by increasing debt service
costs as a result of rises in interest rates:
another reason why it should be an object of policy
in the industrialised countries to create the
conditions in which interest rates would fall
rather than rise.

s The Prime Minister concluded the meeting by
repeating her thanks to the delegation for their
visit, and her assurance that she would convey

their views to her colleagues at the London Economic

Summit.
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Statement to the OFCD's Ministerial Council and the London Summit

Adopted by the 72nd Plenary Session of TUAC, 26 - 27 April, 19r4

INTRODUCTION AND SUMMARY

.Despite some recent encouraging signs ¢f an up-
turn, unemployment remains very high throughout
the OFCD area and ccntinues to grcw in many cocun=-
tries. Eccnomic aorowth - let alcne a reccvery -
is by nc means quaranteed, and cn present pcli-
cies, the forecast is for growth slcwing dcwn and
not spreading. The prospects of structural change
have come toc mean additional insecurity cf pre-
sent and future employment and inccme for an ever
growing number of pecple. Such growth as has taken
place has nct been equitably distributed. Differen-
ces between arcups in cur sccieties, and between
ccuntries, have been agrcwing and this has increa-
sed tensicns both within and between countries,
developed and develcocping alike.

2.Problems caused by unbalanced grcwth, ccntinued
high unemployment and uncertainties due E8 struce
tural chanoge are sericusly aggravated by the inter-
naticnal monetary chacs, wcrld debt prcblems, and
austerity programmes which are impcsed on a grcwinag
number of countries. Joint deflaticnary pclicies
have strongly ccntributed tc the recession in the
DECD ares. When the same kind cf pclicies are pres-
cribed for develcping countries, the effect is no-
thing shocrt of devastating. The oil price shoccks
and the recessicn have hit harder most cf the de-
veloping ccuntries than the OFECD area. The least
develcped countries are in an especially dramatic
situation, and many cf them need emergency fccd
and cther aid simply toc assure the survival cof
their pcpulaticns.

.The pcverty and the need for real eccncmic and so-
cial develcpment of hundreds cf millions cf pecple
in the develcping countries can - and must - be
attacked by pclicies which alsc prcvide fcr acce-
lerated econcmic and employment agrowth in the in-
dustrialised countries. The wcrld econcmy has be-
ccme sc interdependent that there will be nc dura-
ble scluticn toc econcmic and employment prcblems
in the OFCD area uniess the issues c¢f underdevelocp-
ment and pcverty in the whcle world are tackled.




Policies for economic and employment growth and for world
development, have to be coordinated as much as possible, in order to
maximise their positive effects. The more there is
delay and hesitation, the greater is the risk that
even the best individual countries' policies yield
prly d1ittle or partial Tesults. Growth which a=
mounts to a reccvery has to be the cutcome of po-
licies negotiated and implemented icintly by &all
countries.

.The wcrld eccnomy will nct be pulled cut cf the
recession by simple exhortations cr by a "trick-
ling down" of growth frcm Ncrth America. Reccvery
will nct be achieved by passive government peclicies
and interventicns which are-based cn the belief
that market focrces have tc be "liberated"” from re-
gulaticns and institutions which have evolved
throcughout mcdern histcry - and which have cecntri-
buted tc sccial progress and eccnomic efficiency
as well. The governments have the responsibility
tc prcvide @ framework for econcmic and emplcoyment
grcwth, and the mocst realistic way tc achieve this
is throuah cccperation which involves the trade

unicns and the business community., The first step
shculd be for the governments tc clearly demcns-
trate their political will to seek sclutions tcge-
ther, and use and develop national and internatic-
nal econcmic pclicy tccls for a robust reccvery.

Real adaptation and desirable change in the OFECD
ccuntries will not be promoted through intensified
ccmpetition, deregulaticn and privatisaticn, accocm-
panied by a weakening of sccial safequards, cr if
wage levels are depressed and problems cf lcw pay
and pocverty continue toc spread. It is imperative

tc avcid a develcpment tcwards a dual scciety,

with an escalating polarisaticn between the better
cff and thcse who locse cut frocm structural change.
Sustainable grecwth car nct be fostered thrcugh mea-
sures which in reality make it a divisive factor

in ocur societies. The cost of change must nct be
bcrne by thcse whe lose from it. Governments have
the duty tc devise their policies so that the be-
nefits cf eccnomic growth and structural change will

15

be shared by all,

.Tc ccpe with structural change, ocpportunities are
needed on a large scale. There is nc rcom for adap-
taticn without a better growth path. Opportunities are nct




provided by an incentives-based policy which in-
crease inequalities between groups and individuals.
Real adaptation will not be sustainable unless the-
re is active consent and willing participaticn ¢
all groups in spociety. The automatic solutions of-
fered uwup to now to the OFCD countries and the world
econcmy have not worked. Falling inflaticn did not
by itself lead intc a8 recovery and mcre jobs. Cuts
in sgcial expenditure have further weakened the
social fabric and have not generated private invest-
ment. It is equally misleading toc assume that now
recovery can be conjured by increasing wage and
labour market flexibility; this will cnly create
further obstacles to a healthy reccvery which would
be thalr Tor aill.

R number ¢cf elements are indispensable in crder tc
ensure that there will be economic and emplcyment
grcwth in the OFCD area and the whcle world econg-
my, in a way which dces not lead intc an upsurge
of inflagtion. The ODECD's Ministerial ECouncil and
the Lcndon Summit should discuss, and agree upcn,
a growth strategy based cn the follcwing items :

(30) Jointly negotiated and coccrdinated mone-
tary and fiscal policies, tc back up the
stuttering growth which has taken place
and tc ensure it is spread throcughcut the
OFECD area and the world economy. Given the
internaticnal eccngmic linkages, the ccor-
dination of measures individual gcvernments
take to stimulate grocwth will serve to
maximise the joint positive impact of these
measures cn economic grewth and emplcyment
creation.

An underpinning cf an OECD-wide reccvery
programme by fair and wcrkable policies

in each of the counfries, which aim at
increasing productive and jcb-generating
investment. Such peoclicies must be devised
and implemented by governments in ccnsul-
tation and thrcugh negotiations with trade
unions and the business community,

A significant increase of bcth public and
private infrastructure investments. There

is brocad agreement between trade unicns and
employers on the need fcr such investments.
When they are carried cut in an intermatic-
nally ccordinated way, the effect cn employ-
ment and investment will be cptimised with-
out detrimental results on government expen-
diture and trade balances.




government policies to facilitate struc-
tural change by creating ocpportunities

and promcting a situation in which ccller
tive bargaining between trade unicns and
employers can have an important constructive rcle,

&6 that change can take place with a .eascna-
ble degree of security of employment and
income.
R shortening of working time, through ne-
gotiaticns between trade unions and em-
ployers which alsc aim at making full use
of the employment creation potential of
this measure. Governments shculd facilitate
and certainly nct hinder the climate in
which such negotiaticns are conducted.
Balanced growth in world trade, which is
possible cnly hand in hand with econrcocmic
and employment growth in all countries and
the expansion of domestic markets. Pclicies
which restrict domestic demand distecrt
trade flows and increase trade conflicts, and ma-
ke any "roll back" of protectionism more difficult.
Measures tc counteract the intermnaticnal
monetary chacs, toc increase stability of
the exchange rate markets, tc reduce real
interest rates wcrld wide, and toc sclve
the wcrld debt problem in ways which do
nct undermine but support the demccratic
process and strengthen the eccnomic and
social potential ¢cf indebted naticns.
(viii) A review of the ccnditionality framewocrk
cf the Internaticmal Mcnetary Fund, sc
that the conditions for countries in dgif-
ficulty dc not mean a halt tc growth and
develcpment but are ccocnstructive and prc-
mcte the necessary structural adjustments.
An increase in rescurces for develcpment,
in particular Official Develcpment Assis-
tance, and the adcption of pclicy measures
targeting these resources tc attack bla-
tant inequalities and toc help tc create and
strengthen viable econcmy and scciety in
each recipient country.

B.The decade cf recessicn and mounting uncertainty
must be overcome. Change is inevitable, due tc
technclogical progress, shifts in world trade pat-
terns, and the grocwing interdependence between dif-
ferent parts of the .world. But this change has to
be managed. Mechanisms for building a wcrkable un-
derstanding on the management of change have tc be
developed and used. This requires an atmcsphere cf
mutual respect and ccnfidence within the sccieties




that a search for solutions toc cur common pro-
blems will be serious and ccnstructive. The key
issge Tor The DECD's Ministerial Ceouncil and the
London Summit is to create the framewcrk in which
pecple can meet change with reasonable security,
and in which the policies pursued both in the
OFECD area and the developing countries are fair
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1 - THE FRAMEWORK FOR ECONOMIC AND EMPLOYMENT GROWT .'

)

9.Confidence in the effectiveness and the fairness

of the OFCD government's policies is sericusly
eroded by continued high and rising unemployme
Already now one fifth of the young cennot find an
entrance into working life. Lower inflation from
12.8% in 1980 to 5.8% today, did not a_.tomati-
cally bring about the increase in econg-.c activi-
ty and Jjob-generating investment whick it was sup-
pcsed to. Unemployment in some of the low-infla-
tion countries is among the highest in the OFCD
area. In the United States, where unemployment has
fallen From 10.3% in 1982 to 7.8% ncw, the upturn
did not start in 1982/83 by itself but was brought
about by increasing domestic demand and consumpticn
through a2 relaxation of monetary and fiscal pocli-
cies. It should by now be clear that the recent
North American grcwth will not be autcmatically
carried over tc other OFECD countries and the rest
f the world by the market mechanism without go-
rernments taking measures to spread and sustain
i Instead, there are rapidly growing wocrries

r the sustainability of growth in the United

tes and the ability of the still high unemploy-

£ there to fall any further,

).Econcmic growth so far is only a rebound from the deep
‘recession and it is weaker than in previcus up -

swings. Industrial production has only now reached
the 1979 level. The prospects, based on present
policies, are for a continuation of growth at le-
vels between 2-3% which are too low to even start
reducing unemployment. The OECD Conference on Em-
plcyment Growth in the Context of Structural Chan-
ge, in February, 1984, did conclude that the prin-
cipal battle against unemployment must be fought
at the macro-economic level. It requested that the
subsequent Conference of Finance Ministers would
assign a high priority to employment creaticn,
"ensuring virile but sustainable economic growth™.
Judging by all accounts, this appeal was not heard
by the Finance Ministers, who did not adequately
recognize that there must be sufficient domestic
demand growth in all OECD countries in order toc
achieve a better functioning of the economy and
tackle structural problems.

in

.A basic constraint faced by gocvernments, by the in-

dustry, and trade unions, is the instability and
vclatility of the present econcmic situation. The
insecurity of the international eccnomic envi-
rcnment cannct justify the OECD government's being




frightened into inaction or confining joint
decisions to negative, deflationary measures
alone. Those who no longer beleive in the possi-
bility of internationally agreed policies for re-
covery are fatally attracted by beggar-thy-neigh-
bour policies. Inan extremely unstable envi c=-
ment, even the best of national policies. ovased

on broadest possible agreement, will f-ce severe
difficulties and may well not succeed. It is dis-
tressing that the recession has increased economic
nationalism. The econcmic linkages between OECD
countries are often seen only as constraints on
national policies; in fact they offer an opportuni-
ty for joint action to overcome the recession.

.A more secure framework will be created if all go-
vernments negotiate and adopt ccordinated growth
and employment policies consisting of diversified
measures adapted to the specific problems in each
country, and taking advantage of whatever multi-
plier effects can be obtained by ccordinaticn. Ex-
pansionary measures, when coordinated and targeted,
will build inflation out of the system in a more
lasting way than trying tc squeeze it cut with de-
pressed expectations. The hitherto prevailing hesi-
tant attitude towards spreading economic growth has
to be overcome. Growth, albeit still very unbalanced, could
not be sustained if monetary and fiscal policies
were to be further tightened. Yet this danger is
clearly implied wherever the efforts to contain and
cut budget deficits concentrate mainly upon cuts in
public expenditure. Nor is there evidence that a
reduction of public expenditure would induce the
market forces to make use cf the room for growth
they may thus be offered ; they, too, need a clear
public policy, a policy which among cther things
involves public expenditure.

.The hoped-for automatic ways of achieving employ-
ment-generating growth have not worked. Unemploy-
ment has not been reduced by simply bringing in-
flation down, and now the benefits of lower infla-
tion are being eroded by continued recessionary
policies. The incentives to growth which have re-
sulted from falling inflation, from a change in the
proportion of income consumed or saved, from resto-
cking and from exports to North America cannot be
repeated. Investments are still unlikely toc lead a




strong recovery because of high real interest ra-
tes, uncertain demand prospects and capacity which
remains unutilised. Those investments which are
taking place are not primarily cf a jocb creating
type.

.Mcre recently, there has been & grcwing emphasis

cn reducing unemployment thrcugh lower wages, grea-
ter wage differentials, cuts in sccial benefits,
and varicus devices toc weaken the bargaining pcower
cf trade unions, All this may have marginal effects
cn ithe profitability of enterprises, but It will
have o effect on their job creation performan

The fcrtunes ¢of nterprises depend on several
and usually more impcrtant elements, such as 1
interest rates, easonably™alanced and reqgula
internaticnal trade, a mcre stable monetary sy
management expertise, technclogical innpovaticn
aticn and sufficient levels of dcmestic deman
The magnitude cf the unemplocyment prcblem in t
OFECD countries is such that withcut vigcrous j
creating investments, nc amcunt cf tampering w
wages/profits shares will precvide a solution.

.Gecvernments have tc wcrk cut a proper industrial
and trade pclicy framework for eccnomic and em-
plcyment growth. New jocbs will have tc be created
in activities whieh cffer a sufficiently secure
perspective for the future. They must be viable
jobs in the sense that they centribute to anmn improve-
ment of working and living conditions thrcughcut the
eccncmy. The context in which they are created has tc
be one cf onfidence. The wcrkers must have the ccn-
fidence which can ocnly be brcocught abcut by security
of future mplcyment and inccme. Emplcocyers alsc need
a8 cocafidence in future prospects, if they are to
procceed with the kind of investments which will
make their labcur focrce grew and not diminish., In-
vestments have tc be promcted by policies whcse ba-
ic criterion is thelr employment effect. The way
c achieve the necessary confidence is through dis-
ussicns and negctiaticns inveclving all the parties
ccncerned.

ructur investments

in physical infrastructure is a locgical
increasing econcomic activity and emplcoy-




ment. It is needed tc rehabilitate and upgrade
existing facilities which have been neglected

cver a long period of time, and toc construct ne
gnes in areas where eccnomic expansicn and the
develcpment of new industries is to take place.
The weakness cf infrastructure must not bec.me &
constraint cn recovery. Measures have ic ove taken
ngw, as substantial investment prcgrar.es demand
time fcr implementation, and ir particular as cn
present peclicies, growth is fcreseen tc slacken
towards the middle cf 19RS5. In addition tc the
direct investment and employment advantapes, such
investment has & substantial multiplier effect due
tc backward and fcrward linkages throuahcut the
economy This helps tc spread any grcwth that may
be achieved in leading sectcrs cf the eccncmy tc-
wards a mcre brcadlv-based reccvery.

.This type cf investment can be achieved thrcugh a
ccmbinaticn cf public and private expenditure and
initiative, but the gcvernments have & pivectal rcl
tc play. At a time when the prcblem for cur eccnc
mies is hcw tc generate prcductive investments tc
sustain reccvery and create new icbs, there needs
tc be a framewcrk cf poclicies tc bring tcgether al

available rescurces. Public investment in the in-
frastructure alsc induces large amcunts cf private
investment. Indeed, nc sharp distincticn can be
drawn between "public" and "private" investment:
activities such as construction fcr new hgusing, or
urban renewal, cr the strengthening ocf transpcrt
facilities, typically invelve beth public and pri-
vate resources.

.Jhe financing cf these investments does ncoct have to be
the prcblem it is cften presented to be. Firstly
the increase in emplcyment, bcth direct and indi-
rect, reduces the expenditures con subsidising un-
emplcyment., Seccndly, the increased eccngcmic acti-
vity which such investments stimulate increases
gcvernment revenues. Thirdly, inngcvative funding
schemes which inject private capital at varicus
stages withcut impairing public acccuntability can
ensure that there is an adequate rate cf return.
All cf these benefits will be magnified if the ex-
penditure cn infrastructure of each country are
made as part of a cocrdinated procgramme which ma-
kes pcsitive use of the interdependence gf the DECD




ecocncmies. Studies by the OECD c¢cn internaticnal
eccnemic linkages shcw that the gcocvernment budget
ccnsequences cf such investments will be pocs *:
within a few years.

.Trade unions in a number of OFCD countries have
made, and participated in, studies which lcok into
the type cf infrastructure investments and forms
cf financinag which would strenathen the eccncmy
and create 1icbs. Fcr example, a jcint study by a
high-level grcup cf trade uniocnists and industry
leaders in the United States has recently propesed
investments in highways, bridges, urban water sup-
ply systems, and wastewater treatment tigici it els,
invclving both increased user fees and greater ac-
cess toc capital markets.A study by the Ncrdic and
German trade unicns has indicated how a cemmen in-
vestment initjative by all OFCD ccocuntries wcoculd
have a beneficial internaticnal multiplier effect,
lnduce private investment, and reduce unemplcyment.
Prcpcsals from business and industry circles for
sclving the present crisis alsc include increased
investment in infrastructure such' as transpcrt and
ccmmunicaticns, with the participaticn of private
capital.

Jnfrastructure investments are mcre than a starter
for reccvery by stimulating private investment.
They alsc have an impecrtant rcle in imprecving the
efficiency cf cur eccncmies and their capability

tc carry out structural change. A well functicning
and mcdern infrastructure enhances the prcductivi-
ty of the eccncmies. Thus, infrastructure invest-
ments can and should be tarqeted toc the mcst pres-
sing ccnstraints. Scme areas where investments can
be undertaken by gcvernments, and where public pol-
icies tc stimulate investments can be prcmcted,
are :

Commun icns and transpcrt facilities, such as
railwa rcads, bridges and pcrts, and the in-
fcrmat technclcay netwcrk which is necessary
far th functioning ; due tec its nature, much
cif ThTs vestment requires intergcvernmental
cocper Al

The re 1 of becth urban and rural hcusing and

-

cther lities where they have fallen intg de-

cay 4§ i 1any cf the urbanrm conglomerates in the
GEED T ries this has to amount “fo an extensi-
ve Teh itaticn of -fnnher cities andZor uwrban
areas




New housing and the constructicn of educational,
health,child and cld-age facilities ;
Waste disposal and treatment, including the pos-
sibilities for recycling and the use of waste
for energy generaticn ;

Investments in a more efficient use of energy
and energy conservation (in househclds, by the
community, and by industry) ; and

Protecticn of the environment, for instance
through sufficiently large-scale investments in
equipment and facilities which reduce the threat
tc the envircnment,.

The aim of public poclicy shculd also be improved
sccial infrastructural services in a number cf vi-
tal areas. These include the prcvisicn of health
care, which is made all the more important by de-
mcgraphic developments. Child care facilities
have tc be expanded, in particular where a lack of
them creates an unwarranted obstacle tc the full
participation cf both parents in economic life.
Much investment is needed in educatiocn , starting
with basic education and ccntinuing with veocatic-
nal education and training, including adult and
recurrent educatiocn, to cope with technclogical
developments and structural change. Any comprehen-
sive plan fcr restcring econcmic growth must have
as an integral part an effective and well financed
system of public educaticn. These activities are
far frocm being passive from the viewpoint of a na-
ticnal econcmy. They improve the ability cf the
econcmy to create employment and cehtribute to Its
prcductive potential. These are activities which
by nature shculd be in the public field, and where
the private sector is inveoclved in them, it has tao
accept the necessary discipline (equal access to
sccial services) and to maintain high standards

cf employment.

3. Negotiating structural _change

22.The fear cf change can be removed only thrcugh bona-
fide discussicns and negctiations with, and wi-
thin, the existing instituticns tc ensure that the
needed safequards are in place and that all oppcrtu-
nities are made use of. High and rising unemployment




insecurity cver conditicns cf work and incomes,
and the lack of meaningful vocaticnal educaticn
and training and retraining facilities are heavy
ccnstraints to necessary adaptation ; these cocns-
traints cannct be remcved withcut ccherent and
effective government policies. Negctiatiecns on

how tc manage structural change have tc be carried
out at different levels. They call focr decisions
by gocvernments on industrial, technclogical, in-
vestment, regicnal and labcur market pclicy. Dis-
cussicns between governments, trade unigns and
emplcyers are essential for ensuring that the ccst
cf change will be borne equitably and nct cnly by
thcse whc are worst hit by it.

.Ccnfidence is not increased if the governments'
message is that there will be mocre clcsures and
dislccaticn ¢f work and less social procvisicn. Re-
distributive taxation, public prcgrammes and the
sccial wage system are partial compensatiocns within
an eccncmy, from the groups which gain frecm technc-
lcgy and trade-induced change toc thcse whce lcse cut
frem it ; as such, they shculd be develcped further.
The prcvisicn of vocaticnal educatiocn, training and
retraining is an indispensable element ; there is
much scope fcr cocoperaticn between gocvernments, tra-
de unicns and the employers in this field. Infcr-
maticn tc, and consultaticn with, the wcrkers by
enterprises, and particularly multinaticnal enter-
prises, cn future prospects and planned changes
allcws fcr a whocle series cf workable prccedures

tc ccpe with, c¢cr cffset, negative effects of res-
tructuring decisions. In the final anmalysis, the
effectiveness cf the measures taken either by gc-
vernments ocr enterprises to manage the effects of
technclcgy and trade depends on vigcrcus emplcyment
grcwth and the creaticn cf new cppecrtunities. Wi-
thcut this, income suppcrt cr training arrangements
for anm unemployed worker do not amcunt tc much mcre
than first aid.

i.Insecurity can be substantially reduced thrcugh

negqctiaticns between trade unions and management
cver changes at the wcrkplace. This will help in
mocving towards "industries cf the future"™ in a

manner which is sccially desirable. Technclcgy

aqreements (either directly between trade unicns
and employers cr tripartite framewcrk agreements)
are designed tc ensure that the prccess of change

+

at the wocrkplace is achieved in a way which is
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recognized to be fair and equitable. This is
particulary necessary when changes are funda-
mental due tc 8 new generation cf production
and communications technology.

The increasing complexity of company structures
and management systems diminishes the transparen-
cy of ownership and control of enterprises, while
decentralisaticn assisted by new technology leads
intoc geographical dispersicn of activities and
breaks up existing employment structures. It is
increasingly difficult for the emplcyees of a gi-
ven entity to be aware of the way in which the
ccmpany as 8 whole is faring. Industrial relaticns
systems and practices must be such as tc ensure
that in these circumstances, tcc, meaningful nego-
tiaticns on wages and working conditions will coc-
ver all workplaces, irrespective of their size and
lccation. There has tc be (by agreement, cI by
legislaticn if need be) informaticn to, and cocnsul-
tation with, the employees on planned changes in
the activities cf the enterprises. This is impor-
tant because restructuring on a2 world-wide scale
can lead intc substantial change for reasocns which
are directly attributable tc the perfcrmance c¢cf

a specific enterprise or the economic positicn of
the host country.

Real adaptation to economic change has to take place through
negotiaticns and agreement. It cannot be achieved by a poli-
cy based on incentives which increase inequalities between’
groups and individuals and which do nct guarantee a place

in society for all. Cuts in social expenditure, shifts towards
indirect taxation, and the widening of income differentials
weaken the social fabric and make it more difficult for so-
ciety to adapt to economic change. The recession has under-
mined the workers' confidence in future access to secure in-
comes and thus generated fear of change. The governments have
up to now offered sclutions which have failed one after the
other. Disinflation did not produce jiobs. Cutting public ex-
penditure has not brought forth private investment. The latest
vogue panacea, "wage flexibility", could turn out to be coun-
terproductive to real adaptation.

and labour market flexibility

Flexibility of wages, and cf the labour market
more generally, cannct be wunilaterally impcsed
by the governments'® policies. The concept cf
flexibility has to be prcocperly defined before it




can be used as a key element in the ODFCD's econo-
mic strategy. It must not be forgotten that wage
levels and differentials have a social basis, and
changes in them can only be brcught in the collec-
tive bargaining proccess. This prccess does allow
for real adaptatiocn without the negative effects
that fragmentation of the labour market produces.
This is why it is dangerous to make political as-
sumptions for instance on the basis of a superfi-
cial reading of trends in growth and employment
creation in different parts cf the OFCD area.

Mass unemployment is by far the biggest cbstacle
tc flexibility, especially regarding occupaticnal
mcbility and the achievement of structural change.
The most efficient way to.,achieve change is tc
make sure that cpportunities are created and that
the necessary adaptaticns take place thrcugh negc-
tiaticns and @ strengthening ¢f cocnfidence between
all parties, and without demolishing labcour leqgis-
lation and sceisl protectiocn. In sc different eco-
ncmies as the United States, Belgium and Japan,
neither declining real wages ncr higher prcfits
have engendered employment-creating investment.
Increased demand has been crucial tc recent growth
where it has taken place. Attempts tc reduce de-
mand by depressing over-all inccme levels will not
sclve the problem cf 35 million unemplcyed in the
OFCD area; they will make it worse. Fvery single
OECD country already has a low-wage problem, a pro-
blem cf segmentation cf the labcur force where wo-
men are frequently locked into low-paid and invo-
luntary part-time jobs, and most of them have a ne
prcblem of poverty.

.A downard pressure cn wages in all countries, for
reascns cf competition, will cnly serve to add to
these problems, instead of promcting investment in
better equipment. A high-productivity and high-em-
ployment scciety with decent wages will not be achieved by
flexibility which entails low-paid and insecure
jobs in infcrmal sectors with insufficient social
safeguards., Artificially low wages increase pres-
sures on sccial security and welfare benefits which
have to be provided by society. They can also beco-
me an unwarranted subsidy to ailing firms, thus
proclonging their life well beyond a time when effi-
cient measures for restructuring coculd and should
have been taken. Finally, the remedies proposed
for unemployment should in no circumstances prcmote
a situation where groups and individuals compete
with each other to have a place in the labocur market.




30.Reducing social protection, in the name of flexi-

bility, only increases the incentive to seek pro-
tection sgainst change and not through change.
Making redundancies easier without providing for
new opportunities will shift costs frcm the priva-
te sector tc the whole of society. As economies
are ccnfronted by large-scale change, the notion
of flexibility must noct amount to revising the
fcundations on which econcmic growth and social
progress in the period following World War 1II have
been built. Social expenditure and the existence
of a social wage are by no means charity : they
must continue tc be a central means of achieving
adaptation, transferring compensation from those
who gain from change to those whc lose from it. If
this comprehensive system which is based on
universality cf access is undermined, the scope
for sccial cchesion cculd irremediably be damaged.
Workers will be prevented from accepting, and in-
volving themselves in, change and adjustment if
their standards cf living and work are being atta-
cked. Productivity imprcvements will not be seen as
desirable, if they increase unemployment and ine-
quality in the societies.

.Free collective bargaining is by nature a flexible
system which had developed, and alsc undergcne
change, in the light of changing eccncmic and so-
cial conditions. Governments shculd cnce and for
all discard the noction that certain forms of wage
bargaining are inherently inflaticnary or hamper
jcb creation. Differences in the ways in which

wage levels are set among OECD ccuntries do not cor-
respoend to differences in economic perfcocrmance or
the inflation rates. Instead of prescribing inter-
ference with collective bargaining structures and
practices, gocvernments should join in explcring the
possibilities free ccllective bargaining offers for
looking for real ways to bring abcut and sustain a
recovery.

A variety of negotiations between trade unions and
employers on the shortening of working time are
gocing on in different ccuntries. Growth alcne -

even with ccnsiderably higher rates than ncw fore-
cast - will not provide work fcr all those who need
it. Consequently, it is imperative to maximise
whatever employment potential there is in a negotia-
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ted shortening cf working time (a 35-hours week,

a shorter working year, paid educaticnal leave,
reduced life-long working time etc.). Even though
the main way of implementing a shcrtening cf wor-
king time is through negotiations between trade
unicns and the employers, governments can and
should, bcth individually and collectively, prcmo-
te the environment in which this take place and
they should certainly not hamper this prccess. Le-
gislation and administrative measures may be need
ed and governments are alsc directly invclved
through education, training, pensiecn provisicn and
cther sccial security measures; and they are em-
plocyers themselves.

Reduced wcrking time should nct be concei

"sharing unemplcyment"., It must be reccgni

be a benefit for the emplcyees and a bene

scciety as well. It shculd not “be seen as

a cost to the employer or the scciety. Thi

is social benefit, direectly inscfar ‘as

ses per hour prcductivity and emplcyment, an

dir tly as it greatly improves the quality

fe r pecple wheo no longer have tc work leng hours
tc rn a decent wage. '

.The reducticn of working time must not be separa-
ted from the issue of cvertime, or else there may
bie little or no effect an actual werking time or
emplcyment. A wcrker should be able tc make a 1i-
ving without cvertime pay being a necessary sup-
plement tc an inadequate basic wage. Special cor-
rective measures will be necessary in thcse indus-
tries and enterprises where strong reliance cn
cvertime pay has beccme part of the wage pattern.
The recessicn has aggravated the practice ¢cf ccm-
bining cocmpulscry cvertime with shcrt-time working.
Flexible working time arrangements and ocvertime
should nct be methcds for employers tc keep employ-
ment levels dcwn. Al]l wcrking time arrangements
sh ld be voluntary and negctiated, and nct at the
employers' discreticn. They should not become a
daily feature of working life which increases un-
certainty of income.

ernments should reccgnise and deal with the dis-

rting effects cf maintaining cr increasing dif-

rences in labecur standards between countries which
have achieved a comparable level cf ecocnocmic deve-
lcpment and strength. Competitive advantages shculd




17(27)

not be forced by 8 refusal to translate procduc-
tivity geains intoc improved working and living
conditions. Sustained and targeted measures
should be teaken to reduce and harmonise working
hours, which can differ by as much as 20% between
countries of similar econcmic development and
strength, as well as to improve the standards of
soccial security, health and safety, and the wor-
king environment between these countries. The
governments have increasingly discussed the shor-
tening of working time in the OFCD. It is a forum
which governments can use for international cocpe-
raticn on these issues, drawing as apprcpriate on
the specialised knowledge and facilities ¢cf the
ILO and the GATT,
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I1 - TRADE, MONETARY POLICIES AND DEVELOPMENT

36.Trade is not an engine of grcwth because all coun-
tries are pursuing policies which aim at increasing
expcrts and restricting impcrts. Nog healthy indus-
trial pclicy can be built upon this basis either.
Successful development of export industries needs
an increase in domestic activity and demand, and
employment growth. Instead the search for competi-
tive advantage has deteriorated into cut-thrcat
ccmpetition between countries fcr one ancther's
markets. Such ccmpetition tan cccur nct only when
markets are shrinking but alsc when they are gre-
wing at different, unbalanced rates. In lccocking
fcr ways toc further liberalise international trade,
and "rcll back" protecticnism, gcvernments shculd
realise that pclicies which restrict domestic demand
are themselves protecticnist because they distcrt
trade flcws and increase trade conflicts.

Fcr years now, the benefits of trade have been ar-
gued in terms c¢f expecrts cnly. The assumpticn cn
the beneficial effects of imports have always pre-
suppcsed the existence ¢f full employment, a situa-
ticn which does nct exist tcday. Under PLEeSENE  Con-
ditions, in the absence of balanced economic growth
among the trading partners, trade tends tc threaten
entire sectcrs c¢f national eccnomies and the jcbs
in them, as impecrt penetration surges destrcy cther-
wise ccompetitive enterprises. Since the collapse

cf the Bretton Wcocods system, trade flows have been
excessively affected by erratic exchange rate mcove-
ments rather than by real ccmparative @advantage,
and thrcugh the ebb and flgw of capital transacticns
based on interest rate differentials, expectaticns,
uncertainties and sheer speculation., Cecmpetitive
trade itself is diminishing because ccuntertrade is
expanding, and because a significant and growing
share cf trade takes place within and thrcugh mul-
tinaticnal enterprises. The vclume and directicn

of intra-firm trade changes without warning, as
multinational enterprises carry cut their resirumes
turing werld-wide.

-Fach country needs a sufficiently diversified and
sclid eccnomic structure. fhese structures have
already been badly shaken by upheavals which the
eccnemy has been undergcing over the past decade.,
With extraordinarily rapid change it-—<s in danger




of disintegrating further without the acteocrs in-
volved, and the decision makers, even fully rea-
lising the gravity of tThe process, let alone de-
vising consistent policies to ccunteract it. Over-
adjustment, cr panic adjustment, to tempcrary pres-
sures shculd be avoided. Moreover, the survival of
a viable economic structure requires the mainte-
nance and mocdernisaticn of essential industries
and services which may not appear tc be interna-
ticrnally competitive. There are alsc sccial pres-
sures tc maintain industries which nc longer are
internaticnally competitive and which shculd be
assisted in returning to competitivity or in
restructuring into other product lines. These
pressures can be overccme cnly if there is an eco-
ncmic and industrial policy creating new cpportu-
nities focr enterprises and workers, and 1f there
are sccial and employment pclicies which are desi-
gned to cope with trade adiustment needs.

Persistent instability of the trading system re-
gquires anticipatocry and built-in adjustment proc-
visions., Their scope must be brocad encugh tc un-
derpin any liberalisatiocn agreements which would
further expose the service sectcr, where most new
jobs have been created, tc internaticnal ccmpeti-
tion. There has tc be confidence in the govern-
ments' will and capacity to manage the effects cf
trade, bcth naticnally and thrcugh internaticnal
coccperation. The workers' ability tc adapt tc chan-
ge alsc depends cn the effectiveness and ccverage
cf soccial guarantees in different OECD ccuntries,
as well as on the timing, speed and methcds cf in-
dustrial restructuring. In particular the varicus
forms of subsidies, which are necessary to cushion
the effects cof change ¢cr tc prcecmote change, must
be clearly identified and subject tc internatiocnal
agreement. Such internaticnal agreement is needed
cn the tempcrary use of these and other measures,
such as voluntary export restraints. If and when
trade interventions and subsidies to ailing indus-
tries are discontinued, gcvernments must take an-
ticipatory measures sc that change 1s manageatle
and ceocnstructive rather than simply disruptive.

.The Havana Charter of 1948, which made the link
between trade and employment, recognised that low
labour standards in one ccuntry can ercde labour
standards in its trading partners. Operative con-
clusions were not drawn hecause the prcjiected
International Trade Organisatiocn was not establi-
shed. Trade tensiocns and unfair trade arise out of




situations where the working populaticn is de-
prived cf trade unicn rights and, mcre general-
ly, prevented from receiving its share of the
benefits accruing from exports. Social clauses,
such as fair labocur standards clauses included
in some existing commodity arrangements, shgould
be negotiated in trade agreements, and implemen-
ted. This will remove the distortions caused by
viclations of internatiocnally agreed minimum la-
bour standards and will in no way Jjeopardise the
econcmic progress of countries concerned. On the
contrary, it will foster more balanced eccnomic
and social develcpment, and it will alsc ensure
that in countries which have achieved higher la-
bour standards, trade adjustment is nct forced
by exploitaticn of workers elsewhere.

41 .nDifferences in labour -standards amcng increasingly
interdependent ccuntries at a ccmparable level c¢f
eccnomic development and strength distcrt trade.
Large differences in working time, wages, pensicns,
eligibility and levels of unemployment and cther
benefits (with ccnsequences for non-wage labour
costs) and in the level of social provision exist
among the main trading groups within the OECD area.
This jecpardises the open trading system-in two
different but complementary ways; the maintenance
¢cf such differnces is a powerful, thcugh ccnceiled,
protectionist device; at the same time, it is a
hidden expocrt subsidy because it makes wocrkers as-
sume a dispropcrticnate ccst of making exports ccom-
petitive. The failure to translate past productivi-
ty gains into imprcved labour standards, enhanced
sccial progress and higher living standards boosts
unfairly the ccmpetitive pcsiticn of ccuntries. For
the sake of stability in the international trading
system, growth must rely upcn the expansion of bcth
export and domestic demand. A harmconisation which
leads intc an cverall improvement of labocur standards
amcng these countries would facilitate the expansion
cf trade in beth directions.

42 .The existing international monetary chacs consti-
tutes ocne of the major obstacles tc general, sus-
tained and non-inflaticnary recocvery and crderly
structural change. The links between the value cf
currency and the state of the country's eccncmy




have been largely severed, wild fluctuations

have become the general rule of exchange rate
behaviour, the influence of interest rates on the
direction and scope of intermaticnal flows of
capital has beccme excessive, and international
indebtedness has reached very dangercus propor-
tions. The debt crisis of the past two years is
far from being cver, especially if mcnetary poli-
cies remain tight, and in the foreseeable future,
even some of the major industrial countries may
experience difficulties in meeting their interna-
tional debt service obligations. Due toc the decli-
ning inflcws of money in the develcping ccuntries
and tc their increasing debt service, the net
transfer of rescurces has been reversed : the deve-
lcping countries are now expcrting mcre capital to
the industrial ccuntries than they are receiving
frcm them.

.This chacs cannct easily be overcome : it has pro-
ved difficult even tc reach agreement on the mini-
mum cbjectives ¢f necessary refcrm. There shgould
at least be general] recogniticn that it is neces-
sary to ensure a greater stability of exchange ra-
tes; to keep the interest riates under ecntrol;: to

limit the amcunt and impact cf the so-called hot
money, which makes fcreign currency speculaticn

mocre profitable than prcductive investment; tc coun-
teract major cvervaluaticns cr undervaluations cf
single currencies which seriously affect the pattern
cf international trade; and tc prevent speculative
devaluations and other methods cf exchange rate war-
fare frcm being used as strategic weapcns ¢f trade
warfare. There is a tremendcus need for greater
stability in the exchange rate markets, and initia-
tives toc broaden monetary stability should be pur-
sued.

.Tc ccpe with the disruptive effects of excessive
debts, gcvernments must both individually and col-
lectively gc well beycnd mere crisis managemenctc.
Governments and central banks must fully resume
their responsibility for surveillance and control
of internatiocnal lending and cccperate amocng them-
selves, and with the Internaticnal Mcnetary Fund,
to ensure the surveillance of the exchange rates
and of the conditicns in the exchange rate markets.
The banks, after having been rescued by the emer-
gency measures adcpted by the governments and the
IMF toc keep the global financial system aflcat,
must be brought tc go beyond the rescheduling pro-
cess which increases the interest payments of the




22(¢27)

ccuntries in difficulty and merely increases the
burden of repayment in the future. Rather than
getting increased profits out of the publicly fi-
nanced rescue measures, banks must accept reaso-
nable lcsses in the years to come, and thus Tecy-
cle tc the debtor ccuntries part of the pietite
drawn from jrrespcnsible lending.

The conditions attached toc IMF assistance should

be based in each specific case on a comprehensive
analysis or the economy and social realities of

the country in difficulty, to define the cecnstruyc-
tive poclicy changes which could help to develop
viable economic and sccial structures. The tenden-
cy of the IMF tc prescribe drastic remedies for
balance ¢f payments aﬁd‘budgetary geficdts can .jeo-
pardise sccial development and the democratic pro-
cess, and it must not be allowed tc prevail. The
developing countries continued access to internatic-
nal liguidities is clearly inadequate, pushing them
to functicn at levels far below their cptimum and
to resocrt to the most expensive forms of private
lending. OFCD gcvernments cannot affeocrd tc deny the
Internaticnal Development Asscciaticn the rescur-
ces it needs, in view of the vital role of the
World Bank and the IDA in furthering the develcpment
process and in shielding the developing ccuntries
frecm the instability and devastating effects cf pri-
vate lending.

AR majcr endeavour toc restore the functicn ocf the
international financial institutions can be initia-
ted withcut waiting until agreement about a com-
prehensive and more crderly monetary system is rea-
ched. Governments and central banks shculd give
greater consideration to the likely or actual ef-
fects their domestic mcnetary policies have ocn ex-
change rates. They shculd ccoperate to bring about
a coordinated reducticn of real interest rates.
Gcvernments should alsc agree toc discuss with the
IMF, and within it, as well as with and within the
DECD, the aspects of their individual eccnomic pc-
licy chcices (whether internaticnal cr domestic)
which have or can have an adverse impact cn octher
ccuntries. The dividing line between dcmestic and
internaticnal eccnomic issues is blurred. For ins-
tance, insufficient dcmestic demand in surplus coun-
tries is not a purely internal affair inasmuch as
it produces strains on octher eccncmies. Actual know-
ledge and understanding of the interrelaticnships
between balance cf payments deficits, budgetary

.
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pclicies, interest rates and exchange rates re-
mains inadequate. Therefore, IMF acticn and the
Jcint action of the member gocvernments has to be
based on discussions and agreement rather than on
questicnable theories.

Beycnd the initial steps, the discussions on inter-
national monetary refcrm shcoculd aim at resclving

a number cf fundamental prcblems. These are, in
particular, the existing asymmetry in the treatment
of deficit and surplus countries, development as-
sistance as part cf the international financial
system, and the respective roles of the 1IMF, the
Wworld Bank, the Bank for International Settlements
and the OFECD in handling the balance of payments
Gl SES,

Althcugh the IMF has the authcrity tc make its
assistance to ccuntries in balance of payments
deficit conditional on their accepting certain
pclicy reccmmendaticns, the Brettcn Wcods system
failed to prcvide any mechanism whereby ccuntries
in persistent surplus would be induced tc bring
their balance cf payments intc, or clcser toc,

librium. This paralyzing asymmetry has ccntributed
a great deal tc the stringency of the IMF ccocnditioc-
nality.

Development assistance has arisen cnly after the
adcption ¢f the Brettcn Wcocds agreements, and it
has never been fully integrated in the internatic-
nal monetary and financial system. Consequently,
its size and mcdalities are largely exempt from
generally accepted and binding rules. Development
assistance provided by single doncr ccuntries is
measured solely cn the basis of & unifcrm target
set in terms of the GNP and has so far been treated
mainly as a matter of genercsity. Additional inczn-
tives for governments to ensure the regular flcow of
resources to developing countries are needed. For
example, the external position (balance of payments
balance of trade etc.) of a country exerts a ccnsi=-
derable influence on the ability toc provide assis-
tance, especially where the surplus is of a persis-
tent nature. Furthermcre, development assistance
creates export markets for the industrial countries
manufactures (especially investment gocods), yet-the
assistance performance of single donor countries is
not being assessed in relaticn toc the balance of
their trade in manufactures with developing countries.
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It is necessary to review and to redefine the re-
laticnships between the World Bank's, the IMF's
and the OFCD's respective activities and their re-
lative weight in internaticnal mcnetary pclicies.
Shcrt-term measures can be fully effective only

if they dc not undermine longer term development
prcspects. Therefcre, the World Bank shcoculd effi-
ciently participate in devising the policy recom-
mendaticns toc the countries seeking international
assistance toc cvercome their balance of payments
difficulties. Since the recommendations gc far
beyond strictly financial issues, and indeed per-
tain toc the whole range of economic policies, the
OECD shculd have its share cof respensibility in
their fcrmulation. The poclicy advice given, and
measures introcduced, by these institutions have
far-reaching econcmic and sccial cocnsequences. The-
refcre, when policies are formulated and implemen-
ted there sheould be a full discussiocn with trade
unions and emplcyers, in order tc arrive at wcr-
kable and sccially acceptable measures.

Even a full-fledged reccvery in the industrialised
part of the wprld will net by itself solve the fin-
damental problems facing the develcping countries,
and low growth prospects make their soluticn immea-
surably more difficult. It d4s futile te claim that
eccnecmic trends which increase inequalities and
imbalances in the OFECD area can somehow have a
beneficial "trickle-down" effect on the developing
ccuntries, if only the market mechanism is set
free. Private capital flows go only tc scme sectcrs
and some ccuntries. They seldom aim at imprcving
the economic and social structure, and more cften
than not remain insulated within the recipient ccocun-
tries' eccncmies. In the absence cf other measures,
they are quite likely toc increase the inequalities
within and between countries. A brcad range of es-
sential investments in the developing countries will
cnly take place through cofficial assistance chan-
nels. The key issue is the improvement ¢f the pcsi-
ticn of the developing cocuntries through a deve-
lcpment of their sccic-economic infrastructure.
Self-sustaining develcpment cannct be achieved in
countries where the sccial structure is cbsclete
and rapidly disintegrating.




52.The situation of some countries has become so bad

that it is imperative for the OFCD ccuntries to imme-
diately step up focd and other emergency aid. Peo-
ple in a growing number of the least developed
countries, especially in Africa, are facing star-
vation. An immediate increase in basic aid is a
concrete matter on which the OFECD's Ministerial
Ccuncil and the Londcn Summit should agree upcn.,
Emergency measures should be followed up by assis-
tance to develop the Tural septor, in order to re-
verse the trend which has made many previcusly
self-sufficient producers into net food impcrters.
This sector must be helped sc that it can be revi-
ved and properly organised, tc decisively improve
its productivity.

Jhe economic interdependence of today's wecrld has
meant unprecedented hardships for the non-cil prc-
ducing developing cocuntries which have been hard
hit by escalation ocf energy prices tc levels which
are prohibitive tc them, and by the continuation

cf deflationary pclicies in the OFCD area. Cocnti-
nuing high interest rates and energy prices, and
stagnating credits, locans, assistance and direct
investment have fcrced developing ccuntries to
restrict their imports and put their development
efforts intoc reverse. Ccmmcdity prices, though ri-
sing, are still depressed, and the markets for most
cther exports of these ccuntries remain largely
stagnant. Grecwth in the industrialised countries

is indispensable for the future of the develcping
countries. But the conccmitant expansiocn of markets
has to be accompanied by pclicies which ensure that
the benefits will fuél genuine develcpment., In par-
ticular, the benefits must be shared by the entire
pcpulation ¢f the developing cocuntries instead cf
being reserved tc the privileged few whc have been
faring well throughcut the recessicn while pcverty
has been grcwing.

JThere can be no real eccnomic progress cn the glo-
bal scale unless it goes hand in hand with the im-
provement cf the social ccnditicns of the working
people everywhere. The poverty cf hundreds of mil-
licns cf people in the developing countries can,
and must, be attacked by pclicies which at the sa-
me time help to reduce unemplcyment in the indus-
trialised world. The long-term econcmic and employ-
ment problems in the industrialised cocuntries can
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cnly be solved if the issues of underdevelopment
and poverty in the world are tackled. The inter-
dependence is illustrated for instance by a re-
cent study carried out by the Nordic and German
trade unions, showing that the coordinated ful-
filment of the United Nations' target of 0.7 per
cent of GNP for development assistance would crea-
te a ccnSiderable number of new jobs in the OFCD
ccuntries within a few years.

Private investment is no substitute toc Official
Development Assistance. Official Develcpment As-
sistance must be considerably increased, and much
better targeted and mcnitored thanm in the past.
This assistance is vital for the development of

a scund eccnomic structure and a viable society
(which includes the existence cf wage structures,
crderly industrial relaticns, sccial security,
health and safety regulaticns, unemployment bene-
fits, pensiocns schemes and sc cn). Indeed, an
improvement in the econcmic and social structure
of the develcping countries will also facilitate
private investment flcws, and minimise their cften
disruptive side-effects. Any encouragement of pri-
vate investment flows to develcping countries
should go hand in hand with greater compliance with
the ILO Declaration on Multinaticnal Enterprises
and Social Peclicy, in which the special respcnsi-
bilities of these enterprises for employment and
job security have been recognised.

.While the development process requires a much big-
ger quantity and variety of imports by the develc-
ping countries they have been forced, especially
by the IMF austerity prcgrammes, to drastically
limit them, even imports of goocds which are essen-
tial fecr their basic needs and their export indus-
tries. This IMF-administered cure has led intc a
forther driop 1n laving standards, higher food pri-
ces,; power shortagés, disruptions in public trans-
port, and the postponement of development projects.
Austerity prcgrammes, quickly and rigidly imposed
Upon a debtorccuntries by the IMF, even undermine
the necessary structural adjustment, and are thus
self-defeating. The suspension c¢f financial flcows
delays new investments, and when austerity pro-
grammes are imposed on many debtor countries at the
same time, there is a cumulative dcwnward effect
on markets for gccds expcrted by both industriali-
sed and other develcocping countries.




Some of the countries facing rigid austerity
progqrammes may have come late tc the IMF, but

this cnly demcnstrates the gap between long-term
develcpment policies and the shocrt-term need to
survive. It alsec illustrates the speed with which
the recession in the industrialised ccuntries
spread its effects tc the develcping part of the
wocrld and the inadequacy of the existing financial
arrangements and institutions. Given that majicr
rescue cperaticns cannct be undertaken unccocnditio-
nally, the cenditions invpolved must be cocnstructi-
ve. They must nct put a stcp tc growth. It is
wrcng tc call for cost-cutting and fcr the concen-
tration of the limited rescurces available cn gcne
cr two expcrt sectors only; considerably mcre em-
phasis must be put on agriculture, energy, an ef-
ficient public sector, sanitaticn and health, tax
refcrm, basic and adult educaticn, and vccaticnal
educaticn and training. It is evident that there
is now a strong case fcr reviewing the conditicne-
lity framewcrk cf the IMF,
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MR COLES

London Economic Summit: Thematic Paper

At this weekend's meeting Personal Representatives
considered the draft Thematic Paper and, with various
amendments, agreed it for submission to Heads of State or
Government. Each Personal Representative will now submit

it to his own Head of State or Government.

2% I submit the Prime Minister's copy herewith. There
are a number of minor drafting changes, of no great

significance. Significant changes include

- an additional sub-paragraph on the provision
of overseas development assistance to developing
countries, with special reference to the poorest
(14.7);
a new version of the sub-paragraph on a new
GATT round, reflecting the outcome of the OECD
Ministerial meeting last week (14.9);
the Prime Minister's initiative on the environment

(14.10);

an invitation to Heads of State or Government to
consider what to say about the North-South

dialogue (15);

a reference to a forthcoming conference in

Munich on the environment (20).

3. I am sending copies of this minute and the Thematic Paper

to the Foreign and Commonwealth Secretary, the Chancellor of

the Exchequer, the Secretary of State for Trade and Industry,
the Secretary of State for Transport and the Secretary of

State for the Environment.

ROBERT ARMSTRONG

22 May 1984
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Introduction and Background

1. Through successive recent Summits, governments have worked to
bring down levels of inflation, nationally and internationally, to
promote soundly-based growth in their own countries and to spread
the benefits more widely, and to promote greater stability in
international monetary and exchange conditions. Over the past two
years, inflation has fallen and output has begun to recover,
particularly strongly in the United States but also in other

industrialised countries.

2. The main concerns are now: to reinforce the basis for enduring
growth, without provoking a resurgence of inflation, and to continue
to spread its benefits; to make sure that the industrial economies
develop flexibly and in response to market “needs and technological
change; to create conditions conducive to lower interest rates; to
encourage flexible labour policies; by these and other means to
create conditions for a sustained improvement in employment,
especially for the young; to promote improvement of the functioning
of the international monetary system; to strengthen and liberalise
the international trading system and capital markets; to continue to
manage international debt problems in ways which both meet the needs
of the debtor countries and protect the viability of the

international financial system; to promote and encourage conditions

for adequgte financial flows to non-industrialised countries; and to

co-operate with those countries in their efforts to place their

economies on a more secure and self-reliant basis.

3. In many respects, the recovery in the industrialised nations is
more soundly-based than in some previous cycles, founded as it is
upon real and often painful structural changes against a background
of firm efforts in most countries to reduce underlying fiscal
deficits and control monetary growth. But its continuation cannot
be taken for granted; it requires unremitting efforts. 1In the
industrialised countries, failure to sustain policies to reduce
inflation and damp down inflationary expectations could put recovery
at risk. Many other countries, including relatively advanced
economies with substantial debt burdens as well as persistently low

income countries, are still encountering severe difficulties.
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main developments over the past year have been -

economic growth - strong in North America, fairly strong in

Japan, somewhat less in certain European countries. This

variation has helped to avoid some of the pressures seen in
earlier, more rapid, recoveries;

improvements in productivity, meaning that recovery has so
far had only a limited impact on employment. Experience on
job creation has varied widely in the Summit countries, with
a particularly strong rise in employment in the United
States (only partly the result of the strong recovery
there);

significant reductions in inflation, although it remains
high in some countries;

a tendency to increasing budget deficits in certain Summit
countries but reductions in others;

a revival in world trade, with a marked rise in the imports
of some Summit countries, especially the United States,
helping to spread the benefits of the recovery;

high interest rates, currently rising particularly in the
United States; i

continuing strength of the dollar and continuing volatility
of certain exchange rates;

a reduced rate of growth of monetary aggregates;
substantial imbalances in current account between Summit
countries: the United States deficit has increased
considerably, the Japanese surplus has been rising, and the
Summit countries as a whole have moved in to deficit with
the rest of the world. Reductions in current account
deficits elsewhere;

many debtor countries still face substantial debt servicing
costs.

5. The situation of the poorest countries, especially in
sub-Saharan Africa, remains daunting. Official aid from most of the
Summit countries has increased, but its rise is constrained by
budgetary pressures. The outcome of negotiations to replenish the

International Development Association (IDA) has so far disappointed
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.1any governments.

6. The flexible strategy on debt evolved during the last few years
has worked well so far. World economic recovery has been helping
the debtor countries but its benefits will be impaired if interest
rates continue to rise. An increasing number of debtor countries
have accepted the need to adjust their economic policies, and are
seeing the benefits. A key role has been played by the IMF, whose

resources have been strengthened. But-.there is still a long way to

go.

7. Some progress has been made in implementing the commitments to
resist and reverse protectionism made last year at the OECD
Ministerial meeting and at Williamsburg. All Summit governments
have agreed to accelerate implementation of the Tokyo Round and to
ease restrictions on imports from the poorest countries.
Nevertheless, there has been no general easing of protectionist
pressures and demands for new protectionist measures persist.
Little has been done either in the industrialised countries or in
the newly industrialised countries to dismantle trade barriers or to
reduce internal constraints on competition.

8. Oil prices have remained relatively stable during the year but

the market balance is fragile because of current political factors.

Other commodity prices have risen modestly.

Prospects

9. Most forecasters expect that on present policies the recovery in
the Summit countries should continue, at least for the foreseeable
future. Output in North America may rise more slowly after the
rapid recent increases, reflecting a return to more sustainable
growth; activity in Japan and the European economies should
strengthen. Unemployment seems likely to fall further in the United
States, but elsewhere the recovery may in the short term bring
little or no reduction, particularly where market rigidities persist
or where there is short run unemployment caused by structural
adjustments. In this situation, and given prudent monetary

policies, it should be possible to avoid an early resurgence of
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anlation. Recovery combined with present fiscal policies should

help to limit budget deficits in most countries:; in the United
States the Administration, with its "down payment" measures, has
taken an important step in the process of reducing the budget
deficit.

10. Prospects for interest rates are uncertain but disquieting.
Interest rates have recently been rising, particularly strongly in
the United States. Among the factors to which this is attributed
are : inflationary expectations, inappropriate monetary policies,
rapidly expanding growth, availability of higher rates of return
than those on fixed interest assets, and the budgetary deficit.
Elsewhere, further progress in curbing inflation and budget deficits

may ease interest rate pressures.

1l1. Exchange rate prospects are also uncertain. The influence on
the United States dollar of the level of the current United States
balance of payments deficit could be offset by the high rate of
return on assets in the United States. Japan's growing surplus and
strong macroeconomic performance could lead to upward pressure on
the yen, especially in view of recent and pending liberalisation of
its capital markets. The maintenance of a high degree of stability
of exchange rates in the EMS, brought about by a greater degree of
convergence in policies, will depend on the continuing success of
.the countries concerned in bringing their inflation rates together
at a low level.

12. Current account imbalances among Summit countries could
increase. Rising exports and higher commodity prices will go some
way to help many of the non-oil developing countries to service
their debts and reduce their current account deficits. The prospect
that the increase in energy demand will be only modest should help
towards achieving stable oil prices, leaving aside political
factors.
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Medium Term Objectives and Policies

13. We have the opportunity to move to a period of sustained

growth.

If this is to be achieved, Summit countries heed to set

themselves a common range of medium-term objectives, and to take

account of the impact of their policies on each other and on the

rest of the world. Other countries and groups of countries have

already expressed their concern in this respect. The objectives are

138 =

to continue to pursue, and where necessary to strengthen,
appropriate monetary policies, supported by strict control
of public expenditure and fiscal deficits, aiming at
still lower rates of inflation. Especially firm action
will be needed in countries where inflation remains

relatively high;

to create the conditions for lower nominal and real

interest rates. t will be important to reduce
inflationary expectations. Structural budget deficits
need to be reduced;

to ensure that, as demand expands, the unemployed are
drawn into productive employment; this will also reduce
the strains on public expenditure from social insurance
provisions, which seem likely otherwise to rise to
insupportable levels in many industrialised countries. A
major objective will be to reduce obstacles to higher
employment by encouraging industrial adaptation, job
training and flexibility in the use of labour and in wage
structures, discouraging measures to prop up declining
industries, and reducing or phasing out subsidies and other
assistance which distorts markets; .

to promote conditions for the development of new
technologies, in traditional as well as in new industries,
and to encourage international technical co-operation and
trade in the products of high technology and a more rapid
and widespread acceptance of technological change;

to promote conditions which favour productive investment

and private enterprise, including in innovative small

businesses;
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to make renewed efforts to liberalise and expand trade, in
services as well as in manufactures and commodities;

to maintain and wherever possible increase flows of
resources, including official development assistance, to the
developing countries, especially to the poorest countries;
and to encourage practical measures to conserve resources
and enhance indigenous food and energy production;

to find ways of increasing the flow of private investment,
through the progressive removal of impediments to capital
flows and by encouraging a climate of confidence for
investment;

to adapt and improve the operation of the international
financial system. This entails creating a more stable
medium term financial environment by prudent and convergent
policies and performance among the major countries,
providing an adequate flow of funding to the international
financial institutions and removing restrictions on and
improving international access to capital markets in
industrialised countries;

to assist debtor countries in making the necessary economic
and financial adjustments, taking due account of political
and social difficulties; for them as for the industrialised

countries, success will depend on sustained world recovery

and adequate but not excessive world liquidity;

to pursue policies which will avoid, wherever possible,
sudden and de-stabilising movements in either direction in
international oil markets;

to recognise the international dimension of environmental
problems and the role of environmental factors in economic
development; to promote research into the causes, effects
and means of limiting pollution; and, particularly in the
light of such research, to make greater national and
international efforts to reduce, as far as practicable, the
pollution of air, water and ground.
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Immediate Measures

l4. In order to attain these objectives within a framework of

sustained growth and promotion of employment, Summit countries can

agree on the following measures -

14.1

to make further progress on prudent fiscal and monetary
policies, so as to achieve lower inflation and interest
rates and greater exchange rate stability; and in
particular to carry forward and develop as appropriate

the agreed procedures for multilateral monitoring and
surveillance of national economic and financial policies;
to support and strengthen work in the appropriate
international organisations, notably the OECD, on policies
to improve economic efficiency, incentives and flexibility
and to consider how understanding of the sources and
patterns of economic change can be improved;

to reduce obstacles to growth, in particular by encouraging
productive investment, harmonising international standards,
creating a climate for and stimulating innovation and
adaptation, encouraging job training, facilitating the
mobility of labour and capital and flexibility in wage
structures, and increasing public understanding and
acceptance of the need for technological development;

to invite Finance Ministers to carry forward, as a matter
of urgency, their current work on ways to improve the
operation of the international monetary system, including
exchange rates, surveillance, the creation, control and
distribution of international liquidity and the role of the
IMF; and by early 1985 to complete the present phase of
their work and to make recommendations for next steps,

including further international discussion;
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14.5 - to confirm the strategy on debt and to continue to
implement it flexibly, welcoming the progress made by many
debtor countries and the extensive international
co-operation which has supported them, and recognising that
continued recovery, lower interest rates and trade
liberalisation will be important for further progress;
to develop arrangements which could foster renewed economic
progress by debtor countries and strengthen their credit
standing. These include the encouragement of private
direct investment and continuing flexibility in commercial
bank lending; closer co-operation between the IMF and the
IBRD; IBRD operations which can help to attract long-term
capital investment; and improvements where necessary in the
official supervision of lending by commercial banks;
to provide adequate flows of official development
assistance, including that channelled through the IDA, with
special attention to the needs of the poorest countries,
particularly those in Sub-Saharan Africa;
to urge all trading countries to resist continuing
protectionist pressures and to reduce barriers to trade;
to accelerate the completion of current trade
liberalisation programmes, in cooperation with other
trading partners; to press forward with the work on trade
in services in the international fora; and to explore with
other GATT partners as quickly as possible the objectives
for, the participation in and the timing of a new
negotiating round;
to invite the Working Group in Technology, Growth and
Employment, to :

- consider what has been done so far and identify special
areas for research on the causes, effects and means of
limiting environmental pollution where existing
knowledge is inadequate;
identify possible projects for industrial cooperation to
develop cost-effective technigques to reduce
environmental damage;

and to report by 31 December 1984.
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%orth/South Relations

15. In the light of the foregoing, Heads of State or Government may
wish to consider what position the London Summit should take in
relation to proposals for pursuing the so-called North-South

dialogue.

East/West Economic Relations

16. The Summit countries note, with approval, the continuing
consensus on the security and other implications of economic
relations with Eastern countries, and on the need to pursue the

continuing work on this subject in the appropriate organisations.

Science, Technology and the Environment

17. The Summit countries welcome the report of the Working Group on
Technology, Growth and Employment created by the Versailles Summit,
and the progress made in the 18 areas of co-operation launched
following that Summit. They invite the Group to pursue further work
on technology and the environment, education and employment,
adaptation to technological change, trade in technology and the
products of technology, and the sharing of major scientific
-facilitieé, and to report to Personal Representatives in time for

the next Economic Summit.

18. The Summit countries thank Prime Minister Nakasone for his
report on the Hakone Conference on Life Sciences and Mankind,
organised by the Japan Foundation in March 1984, and welcome the
intention of the French Government to host a follow-up Conference in
1985.

19. They welcome the invitation from the United States
Administration to other Summit countries to participate in the
development of an international manned space station. They note
that a space station would be an example of the kind of programme

that provides a stimulus for technological development leading to

CONFIDENTIAL




CONFIDENTIAL

strengthened economies and improved quality of life. They agree

that other Summit countries will actively examine the possibility of

accepting the invitation, having regard to their own space

programmes. They welcome the intention of the United States
Administration to report at the next Summit on international

participation in the programme.

20. The Summit countries also welcome-the invitation from the
Government of the Federal Republic of Germéﬁy to other Summit
countries to a multilateral conference on the environment in Munich
on 24-27 June 1984.
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MR COLES

London Economic Summit: Economic Declaration

Your minute of 21 May conveyed the Prime Minister's approval

of the draft Economic Declaration attached to my minute of

18 May.

2 We have now revised the draft in the light of the weekend's
discussion by Personal Representatives of the Thematic Paper.
The changes are not major, but I should draw attention to the

following:

in paragraph 6, the inclusion of a reference to flexibility
in the use and the remuneration of labour (to reflect a
general feeling among Personal Representatives that there

was a need to loosen and open up wage structures);
in paragraph 8(2), a reference to job training;

a recasting of paragraph 8(4) and of paragraph 8(10) to

reflect changes in the Thematic Paper agreed at the weekend;

in paragraph 11, a reference to the Munich conference on the

environment ;

in paragraph 13, some additional American words about the
virtues of the international manned space station.

-

5% I am sending copies of this minute and of the revised draft
to the Private Secretaries to the Foreign and Commonwealth
Secretary, the Chancellor of the Exchequer, the Secretary of
State for Trade and Industry, the Secretary of State for

Transport and the Home Secretary.

gﬁEERT ARMSTRONG

otk %\u...éu-kc.\)

22 May 1984
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(Draft of 22 May 1984)

THE LONDON EC(jNOMIC DECLARATION

We, the Heads of State or Government of seven major industrialised countries
and the President of the Commission of the European Communities, have
gathered in London from 7 to 9 June 1984 at the invitation of the Rt Hon
Margaret Thatcher FRS MP, the Prime Minister of the United Kingdom, for the

tenth annual Economic Summit.

2. The primary purpose of these meetings is to enable Heads of State or
Government to come together to discuss economic problems, prospects and
opportunities for our countries and for the world. We have been able to
achieve not only closer understanding of each other's positions and views but
also a large measure of agreement on our objectives and on the policies to be

followed in pursuing them.

3. At our last meeting, in Williamsburg in 1983, we were already able to
detect clear signs of recovery from world recession. That recovery can now
be seen to be established in many of the industrialised countries. It is the
reward for the firm efforts made in the Summit countries and elsewhere over
recent years to reduce levels of inflation and of interest rates, to control
and where possible bring down fiscal deficits, and to control monetary

growth.

4. But its continuation cannot be taken for granted; it requires unremitting
efforts. We have to make the most of the opportunities with which we are now
presented to reinforce the basis for enduring growth. We need to spread its
benefits widely, both within our own countries and also to other countries,
including the poorer countries who stand to gain as much as any from a
sustainable growth of the world economy. Failure to reduce inflation further
and damp down inflationary expectations could put recovery at risk. Prudent
monetary and budgetary policies of the kind that have brought us so far will
have to be sustained and where necessary strengthened. We reaffirm the
commitment of our Governments to those objectives and policies. We welcome
the "down payment" measures of the United States Government as an
important step in the process of reducing the budget deficit of the United
States.
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5. Not the least of our concerns is the growing strain on public expenditure
from social insurance provisions in many of the industrialised countries.
Those provisions have to be kept within the limits of what our national
economies can afford. We welcome the increasing attention being given to
these problems by national governments and in international fora such as the

Organisation for Economic Co-operation and Development (OECD).

6. To achieve sustained growth, we must make sure that the industrial
economies adapt and develop in response to market needs and technological
change. We must encourage flexibility in the use and remuneration of labour,
and bring about the conditions in which more new jobs will be created on a

lasting basis, especially for the young. We need to foster and expand the

international trading system and liberalise capital markets.

7. At Willilamsburg we defined a strategy for dealing with the debt burdens of
many developing countries. In the pursuit of this strategy a key role has
been played by the International Monetary Fund, whose resources have been
strengthened for the purpose. Debtor countries have been increasingly ready
to accept the need to adjust their economic policies. In a climate of world
recovery and growing world trade, this strategy should continue to enable
the international financial system to manage the problems that may still
arise. But a significant rise in levels of international interest rates would
both exacerbate the problems of the debtor countries and make it more
difficult to sustain the strategy. This underlines the importance of
continuing to follow policies which will be conducive to lower interest rates

and which take account of the impact of our policies upon other countries.

8. We have therefore agreed -

(1) to continue with and where necessary strengthen policies to reduce
inflation and interest rates, and to control budgetary deficits and

monetary growth;
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(2) to seek to reduce obstacles to the creation of new jobs:

- by encouraging the efficient working of the market;

- by encouraging industrial development in response to market needs

and technological change, including in innovative small businesses;
- by encouraging the improvement and extension of job training;
- by discouraging measures to prop up declining industries;

- and by reducing or phasing out subsidies and other assistance

which distorts markets:

(3) to study with the appropriate international organisations policies to
improve economic efficiency and promote growth, in particular by
harmonising standards, encouraging innovation and working for a more
widespread acceptance of technological change, and facilitating the

mobility of labour and capital;

(4) to invite Finance Ministers to carry forward, as a matter of urgency,
their current work on ways to improve the operation of the international
monetary system, including exchange rates, surveillance, the creation,
control and distribution of international liquidity and the role of the IMF;
and by early 1985 to complete the present phase of their work and to
make recommendations for next steps, including further international

discussion;

(5) to carry forward the procedures agreed at Versailles and at

Williamsburg for multilateral monitoring and surveillance;

(6) to seek to improve the operation and stability of the international
financial system, by means of prudent and convergent policies among the
major countries, by providing an adequate flow of funding to the
international financial institutions, and by improving international

access to capital markets in industrialised countries;

CONFIDENTIAL




CONFIDENTIAL

(7) to confirm the strategy on debt and to continue to implement it
flexibly, helping debtor countries to make the necessary economic and
financial policy changes, taking due account of political and social

difficulties;

(8) to maintain and wherever possible increase flows of resources,
including official development assistance, to the developing countries, to
find ways of increasing the flow of private investment, and to encourage
practical measures in those countries to conserve resources and enhance

indigenous food and energy production;

(9) to urge all trading countries to resist continuing protectionist

pressures and to reduce barriers to trade and to make renewed efforts to

liberalise and expand international trade in services (including shipping)

as well as in manufactures and commodities;

(10)to accelerate the completion of current trade liberalisation
programmes, in co-operation with other trading partners; to press
forward with the work on trade in services in the international fora; and
to explore with other GATT partners as quickly as possible the objectives

for, the participation in and the timing of a new negotiating round.

9. We note with approval the continuing consensus on the security and other
implications of economic relations with Eastern countries, and on the need to

continue work on this subject in the appropriate organisations.

10. We welcome the second report of the Working Group on Technology Growth
and Employment created by the Versailles Economic Summit, and the progress
made in the eighteen areas of co-operation, and invite the Group to pursue
further work on technology and the environment, education and employment,
adaptation to technological change, trade in technology and the products of
technology, and the sharing of major scientific facilities, and to report to

Personal Representatives in time for the next Economic Summit.
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11. We recognise the international dimension of environmental problems and

the role of environmental factors in economic development. We have

therefore decided to invite the Working Group on Technology, Growth and
Employment to consider what has been done so far and to identify specific
areas for research on the causes, effects and means of limiting environmental
pollution of air, water and ground where existing knowledge is inadequate, and
to identify possible projects for industrial co-operation to develop cost-
effective techniques to reduce environmental damage. The Group is invited to
report by 31 December 1984 on these matters. We also welcome the invitation
from the Government of the Federal Republic of Germany to other Summit
countries to a multilateral conference on the environment in Munich on 24-27
June 1984.

12. We thank the Prime Minister of Japan for his report on the Hakone
Conference of Life Sciences and Mankind, organised by the Japan Foundation
in March 1984, and welcome the intention of the French Government to

sponsor a second Conference in 1985.

13. We welcome the invitation from the United States Administration to other
Summit countries to participate in the development of an international manned
space station, noting that a space station would be an example of the kind of
programme that provides a stimulus for technological development leading to
strengthened economies and improved quality of life. Other Summit countries
will actively examine the possibility of accepting the invitation, having regard
to their own space programmes. We welcome the intention of the United
States Adminstration to report at the next Summit on international

participation in the programme.

(14. We have agreed to meet again next year and have accepted the Federal

Chancellor's invitation to meet in the Federal Republic of Germany.]

London
9 June 1984
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Ref. A084/1531

MR COLES

London Economic Summit: Statement on Democratic Values

[ attach a revised version of the "London Charter'", taking

account of amendments proposed in discussion at the weekend

meeting of Personal Representatives.

2 The main changes are:

in paragraph 2, a specific reference to human rights;
in paragraph 4, the inclusion of references to certain
social objectives;
in paragraph 5, a sentence about the moral obligations of
prosperity (reflecting American suggestions);
in paragraph 6, a recasting of the second sentence to reflect
the position both of those participants who are NATO allies
and of those who have purely national defence obligations.
Sa The earlier draft contained in paragraph 6 a sentence which
said:
"We reaffirm the statement made at Williamsburg in May 1984
on defence and disarmament'.
The French Personal Representative objected to any reference to
this statement, and I have excluded it from the revised draft.
If it was felt to be important to retain some reference to the
statement, I judge that the French Representative would accept a
reference which did not seek to describe the contents of the
statement: some such sentence as:
"We reaffirm the statement made at Williamsburg in May 1983".
4. I am sending copies of this minute and of the revised draft
"London Charter" to the Private Secretaries to the Foreign and

Commonwealth Secretary and the Chancellor of the Exchequer.

e

ved
ROBERT ARMSTRONG

i Y (S W
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STATEMENT ON DEMOCRATIC VALUES

REVISED DRAFT

THE LONDON CHARTER

Ve, the Heads of State and Government of Seven
major industrial countries with the President of the
Commission of the European Communities, assembled in
London for the Tenth Economic Summit meeting, affirm
our commitment to the values which sustain and bring

together our societies.

i We believe in a rule of law which respects and
protects without fear or favour the human and civil
rights and liberties of every citizen, and provides
the setting in which the human spirit can develop in

freedom and diversity.

We believe in a system of democracy which
ensures genuine choice in elections freely held,
free expression of opinion with full respect for
dissent, and capacity to respond and adapt to change

in all its aspects.

4. We believe in economic systems which provide
the best possible conditions for enterprise to

promote sustained economic growth, social progress,

full employment and education in a healthy environment

and in which the fruits of innovation, imagination
and scientific discovery can best be applied to the

benefit of all.




We believe in close partnership with each other
in the conviction that this will reinforce political
and economic stability in the world as a whole. We
look for co-operation with all countries on the basis
of respect for their independence and territorial
integrity, regardless of differences between
political, economic and social systems. We
acknowledge the moral responsibilities that go with
economic success, and reaffirm our keen concern
about the problems of hunger and poverty in the
world and our determination to help those who most

need it.

6. We believe in the overriding need for peace

P ai——
between the peoples of the world. Each of us
rejects the use of force as a means of settling
disputes: each of us will maintain only the military
strength necessary to deter aggression and to meet

our national and international obligations for

effective defence. Our dedication to the rule of

law, democracy and individual freedom 1is a guarantee

of our commitment to closer and more open international

relationships.

Strong in these beliefs, our countries are
endowed with unrivalled diversity and creative
vigour. With such a heritage we look forward to the

future with confidence.
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MR COLES

London Economic Summit: Prime Minister's
Keynote Speech

I attach a revised draft of the Prime
Minister's Keynote Speech, taking account of

comments made since my minute of 15 May.

2. The only change from the previous draft is
an amendment of paragraph 12 to incorporate a
reference to the Prime Minister's initiative

on the environment.

S I am sending copies of this minute and of
the revised draft of the Keynote Speech to the
Private Secretaries to the Foreign and
Commonwealth Secretary, the Chancellor of the
Exchequer, the Secretary of State for Trade
and Industry, the Secretary of State for the
Environment and the Secretary of State for

Transport.

LRT ARMSTRONG
Oh-* \\.\-—A.‘ . Ls:.l ""\'M

22 May 1984
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PRIME MINISTER

ECONOMIC SUMMIT: MINISTERIAL MEETING

I suggest that you take the issues in the following order:
e ———

Thematic Paper

The text is at Flag A. It has been agreed by Personal
Representatives whg_;;TT_;ow submit it to their Heads of
Government. You need not spend time on it at this meeting.

But you could ask Sir Robert Armstrong to draw attention to the

changes from the previous version.

Draft Economic Declaration

The text is at Flag B. Sir Robert Armstrong is to
circulate a revised version to Personal Representatives by the
end of this week. Again, you could ask him to describe the

changes.

List of Political Subjects

This is at Flag C. Decisions are needed on the following

points:

Ga) Which items will you wish to discuss with
your colleagues, and which will you leave

to Foreign Ministers?

Do you agree to discuss East/West relations
and arms control on the Thursday evening -
leaving democratic values and terrorism

until the Friday morning?

Draft Declaration on Democratic Values

A slightly revised text is at Flag D. Sir Robert Armstrong

could describe the changes made by Personal Representatives.

/ Draft




Draft Declaration on Terrorism

This has run into trouble - see paragraphs 9-14 of
Sir Robert Armstrong's minute attached. The French and
Italians do not want a declaration. The suggestion is that
we should draft the text of a statement which you might read

to the press at the end of the first day's meetings.

Keynote Speech

The draft - which you have not seen before - is at Flag
E. You may want to have a discussion of it at the meeting.
But essentially we shall need to work with you on it between

now and the Summit.

Security

Please see Sir Robert Armstrong's minute at Flag F.
The CND are mounting a large demonstration on Saturday, 9 June
which complicates movement from Lancaster House to the
Guildhall (for the Press Conference). I do not think we can
usefully discuss this at the meeting because the Home Secretary
is unable to be present. If you agree, we shall arrange a

separate discussion.

AdcC.

22 May 1984
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MR COLES

London Economic Summit

This minute reports the state of play on preparations for
the London Economic Summit, in the light of developments at the

weekend meeting of Personal Representatives at Chevening.

Thematic Paper

Zia Much of the time at the meeting was spent considering and

amending the draft Thematic Paper. By .the end of the meeting

we had an agreed final version, which all Personal Representatives

will now submit to thgifuﬂeads of State or Government as a basis

for discuégion at the Summit. I have submitted the Prime

Minister's copy of the Thematic Paper separately.

Draft Economic Declaration

5 I circulated the latest draft Economic Declaration to

Personal Representatives halfway through the meeting, making it
clear that I was not intending to discuss it in detail - that
process would have to take place in London on 8 June, after the
plenary session - but that I should welcome their comments on
the general form and content. Personal Representatives seemed

to be in general content with it, though a number of them pointed

out that it would need to be slightly revised to take account of

agreed changes in the Thematic Paper. It was agreed that I

would circulate a revised version to Personal Representatives

by the end of this week. That revised draft would be for their

personal use only, and would not be shown to Heads of State or

Covernment: if it was shown to Heads of State or Government

before the Summit itself, Heads of State or Government would
——

tend to focus their discussion on the words in the draft rather

than on the issues. It was accepted, however, that it would be

useful to have a draft available as a basis for the final drafting

on the night of 8 June.
el
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List of Political Subjects

4. Sir Julian Bullard circulated a list of political subjects

(copy attached) which political representatives had identified
for possible discussion at the London Economic Summit. Personal

Representatives were content with the 1list, but thought that it

would be useful if we could give advance indication of which

issues we expected to see discussed by Heads of State or

Government and on which occasions at the Summit. Speaking

personally, I said that I thought that the Prime Minister would
certainly expect to discuss with her colleagues items 1, 2, 3 and
4 on the 1list, and no doubt Iran/Iraq. I thought that she might

T T : : e .
well wish to discuss items 3 and 4 (East/West Relations, and

Arms Control and Disarmament) on the é;éning of Thursday 7 June,

e

and she mggﬂzhﬁféﬁnzg'leave items 1 and 2 (Common Democratic

Values, and Terrorism) over until the morning session on Friday

8 June. I hope that the Prime Minister will be able to give

instructions on this at her meeting tomorrow.

Draft Declaration on Democratic Values

S There was general agreement that it would be useful to

issue a Declaration on the lines of this draft from the London

Economic Summit, coming as it did the day after the commemoration

of the Anglo-American landing in Normandy. Some Personal
Representatives wondered whether the connection should be
explicitly made, but the general feeling was that it should not
be made in the document itself: the press would be well aware
of the occasion, and, if the Prime Minister wanted, she could

perhaps do so in a few impromptu words before reading the

Declaration out. i

6. There was general agreement that the right time for issuing

the Declaration would be at the final ceremony in Guildhall on

the afternoon of Saturday 9 June, before the Economic Declaration.

Such a Declaration needed a formal occasion, and Guildhall would

provide an emminently appropriate setting. One Personal

Representative suggested that the Declaration should be shortened

and issued as a preamble to the Economic Declaration; others,

however, thought that, while it should be read before the Economic

Declaration, it should be kept separate from it in view of the

e —

reasons for having it.
—__—_——._-__————l
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Toa We agreed that, if the Declaration was not to be issued

until the afternoon of Saturday 9 June, it should not be

discussed by Heads of State or Government until the morning of

that day: if it was discussed the previous day, it would be
difficult to hold it until the afternoon of 9 June.

So— —

8. A number of suggestions were made in the course of discussing

the draft Declaration. We promised to revise the draft in the

light ofuzﬂgﬂgéﬁments, and circulate a revised version by the

end of this week. That draft will be shown to Heads of State

or Government before the Summit itself. The French Personal
Representative insisted that final discussion of the draft should

be undertaken at the Summit by Personal Representatives, before

the document went for discussion by Heads of State or Government.

— — ——

Draft Declaration on Terrorism

9. I also circulated this draft halfway through the meeting.
When we came to consider it, the French and Italian Personal

Representatives made it clear that their Heads of State or

Government could not be parties to such a Declaration and did

not wish to see any joint Declaration on the subject of state

—

terrorism. The fact is that both Governments have their own
L5 2

reasons for not wanting to be too beastly to the Libyans. The

United States Personal Representative indicated that his
Government could go along with a Declaration of the kind proposed;

- -_-ﬂ - -
others did not take a position.

10. On the other hand, everybody recognised that Heads of State
or Government, and probably also Foreign Ministers, would wish
to discuss the threat of international terrorism; and, following
the St James's Square episode, the Prime Minister would want to
be able to tell the media that it had been discussed. All

Personal Representatives were prepared to agree that the Prime
Minister should tell the media at the end of the first day that

terrorism had been discussed.
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11. The French Personal Representative suggested that the Prime

Minister could say that of course the subject of international

terrorism had been d?gzﬁésed and Heads of Statc or Covernment

had considered a number of aspects relating to exchange of
information and operational response of a kind for which obviously
she would not be able to give details to the press. I said

that the Prime Minister would certainly wish to be able to say
something which indicated that Heads of State or Government had
addressed the particular problems of states-sponsored terrorism,
perhaps in the form of an indication that there had been
agreement to look carefully at the application of the Vienna
Convention. A number of Personal Representatives made it clear
that their Heads of State or Government would not wish anything
to be said which suggested that the Vienna Convention itself

was to be modified.

12. My judgment at the end of the discussion was that there was

no possiblity of getting agreement to a draft joint Declaration

on terrorism, of the kind we had circulated. It seemed to me

—— i —— i

that, if it became more widely known that an attempt had been
made to agree upon such a draft but had failed, that would be
the worst of all worlds I therefore recalled all the copies

of the draft Declqrqtlon which we had circulated, and said that

I should wish to report the discussion to the Prime Minister

o —————

and consider where we went from here.

.

13. My recommendation is that we should seek to draft, as a

matter of urgency, the text of a statement which the Prime Minister

might read to the press s at thc end of the first day's meetings.
_-____'_‘—‘-

The statement should indicate thdt the subject of international

terrorism had been discussed by Heads of State or Government,

who had noted with great concern the rising trend in international

terrorism. They had discussed the ways in which existing inter-
national co-ordination of the response to threats of international
terrorism, both among Summit countries and between them and other

countries, could be increased and improved; and they had also

CONFIDENTIAL




CONFIDENTIAL

discussed how the application of the Vienna Convention should
Mol P

be affected. They were determined to respond with firmness and

vigour to the threat of international terrorism, wherever and

in whatever form it appeared.
‘ SRS

14. It would be useful if we could be given instructions as to
{Eijﬂ"how to proceed with this at the Prime Minister's meeting tomorrow.

15. Revised versions of the draft Economic Declaration and of
the draft Declaration on Democratic Values are being circulated
separately to those attending the Prime Minister's meeting

tomorrow.

16. 1 am sending copies of this minute to the Private Secretaries

to the Foreign and Commonwealth Secretary and the Chancellor of

the Exchequer.

ROBERT ARMSTRONG

22 May 1984
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