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10 DOWNING STREET

LONDON SWIA 2AA
From the Private Secretary 28 May 1986

4 I enclose a copy of a message to the
(i/ﬂwcl-- —=> Prime Minister from President Chun. No
flod O reply is required.

(Tis/n)

(Charles Powell)

R. N. Culshaw, Esq.,
Foreign and Commonwealth Office.




10 DOWNING STREET

From the Private Secretary 22 May 19 86

I am writing to confirm, following your
telephone conversation today with the Duty
Clerk, that the extract from the record of the
meeting between the Prime Minister and President
Reagan on 4 May 1986 dealing with EC/US matters
may be reclassified from Secret to Confidential.

Charles Powell

Miss P. Buney,
UKRep Brussels




10 DOWNING STREET

THE PRIME MINISTER 20 May 1986

decn. Lo tanadr

!

Thank you for the letter which you and Mr Fukuda sent me

on 16 April, enclosing a recent statement by the Inter Action

Council on themes relevant to the Tokyo Economic Summit.
Practically all the points in your statement were, indeed,
covered in our discussions at Tokyo and I am enclosing - in
case you have not received them from elsewhere - copies of
our communique on economic matters and of the other

statements issued during the Summit.

The texts underline how much we achieved at this
particularly good and productive meeting. Among the points
particularly relevant to your own statement, I might
highlight:

the commitment to continue and build on a joint
economic strategy of non-inflationary growth,
sustained by close and continuous co-ordination of
economic policies - the emphasis on the importance of
strengthening the multilateral trading system and

reversing protectionist trends.

the recognition of the problems facing developing
countries, including in many cases the burden of




debt; and agreement that the Summit Seven should

work together to support these countries in their

efforts to promote economic growth and prosperity.

recognition of the need to tackle the structural
problem of agricultural surpluses and subsidies, on
which all members of the Seven will support further
work in the OECD.

the strong and concrete declaration on measures

against terrorism.

the statement of the Chernobyl nuclear accident,
which stresses all countries' responsibility for
nuclear safety and security, with a view not least to

the impact on the environment.

the general principles for handling East-West affairs
set out in the declaration on Western partnership,
which gives support to efforts for arms control both
in the US/Soviet Geneva talks and elsewhere.

I hope the Inter Action council will note, and lend its
support to, these practical and forward-looking policies; and

I wish you success in your future work.

I so much enjoyed seeing you again at Gleneagles.

Herr Helmut Schmidt




KYO DECLARATION

T0
LOOKING FORWAKD YO K BETTER FUTURE
——'—__——_*_—___

1. We, the Heads of State or Government of seven msjor
industrial mations and the representatives of the European
Community, with roots deep in the civilizations of Europe
and Asia, have seized the opportunity of our meeting at
Tokyo to raise our sights mot Just to the rest of this
century but into the next as well. We face the future
with confidence and determination, sharing common
principles and objectives and mindful of our strengths,

2. Our shared princifles and objectives, reaffirsed at
past Summits, are bearing fruit. Nations surrounding the
Pacific are thriving dynsmically through free exchange,
building on their rich and varied heritages. The
countries of Western Europe, the Comzunity meabers in
particular, are flourishing by raising their cooperation
to new levels. The countries of Nort America, enriched
by European and Asian cultures alike, are firm in their
comritment to the realization in freedor of human
potential. Throughout the world we see the powerful
sppeal of democracy and growing recognition that personal
initiative, individual crestivity and social justice are
main sources of progress. More than ever we have all to
Join our energies in the search for » safer and healthjer,
more civilized and prosperous, free and peaceful world.
We believe that close partnership of Japan, North America
agf Eur:pe will make a significant contribution toward
this end. .

3. We reaffirz our common dedication to preserving and
strengthening peace, and as part of that effort, to
building a8 more stable and constructive relationship
between East and West. Each of us is ready to engage in
cooperation in fields of comxmon interest. Within existing
ealliances, each of us is resolved to meintain a strong and
credible defence that can protect freedor and deter
agression, while not threatening the security of others.
¥e know that peace cannot be safeguarded by military
strength alone. Each of us is cormitted to addressing
East-West differences through high-level dislogue and
negotiation. To that end, each of us supports balanced,
substantial and verifiable reductions in the level of
ares; measures to increase confidence and reduce the risks
of conflicts; and the peaceful resolution of disputes.
Recalling the agreement between the United States and the
Soviet Union to accelerate work at Geneva, we appreciate
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the Unjted States' megotiating efforts and cell on the
Soviet Union also to megotiate positively. In sddition to
these efforts, we shall work for improved respect for the
rights of individuals throughout the world.

4. We proclais our conviction that in today's world,
characterited by ever imcreasing fnterdependence, our
countries cannot enjoy lasting stability and prosperity
without stability and prosperity in the developing world
and without the cooperation among us which can schieve
these aims. We pledge ourselves afresh to fight against
bunger, disease and poverty, so that developing nations
can also play a full part in building e common, bright

future.

S. We ove it to future generations to pass on & healthy
environment and a culture rich in both spiritual and
material values. We are resolved to pursue effective
international action to eliminate the abuse of drugs. We
proclaims our comritment to work together for a world which
respects humen beings in the diversity of their talents,
beliefs, cultures and traditions. In such a world based
upon peace, freedom and democracy, the ideals of social
justice can be realized and employment opportunities can
be avajlable for all. We must harness wisely the
potential of science and technology, and enhance the
benefits through cooperation and exchange. We have s
solemn responsibility so to educate the next generation as
to endow thex with the creativity befitting the
twenty-first century and to convey to thex the value of
living in freedom and dignity.
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Tokyo Bconomlc Declaration

May 6, 1986

| W We, the Heads of State or Covernment of seven major
industriallzod countries and the representatives of ¢t
European COIIUDIt‘; meeting in Tokyo for the twelfth
Econonic Suamit, have reviewed developments fn the world
economy since our meeting fn Bonn s year ago, and have
vreaffirsed our continuing deteraination to work together
to sustain and improve the prosperity and vell-being of

the peoples of our own countries, to support the
developing countries in their efforts to promote their
econoric growth snd prosperity, and to improve the
functioning of the world monetary and trading systenas.

2. Developments since our
effectiveness of the

ourselves at successi

The economies of the industrialized

their fourth year of expansion. In all our countries, the
rate of inflation has been declining. With the continuing
pursuit of prudent fiscal and monetary policies, this has

ermitted a substantial lowering of interest rates. There

Kas been a significant shift in the pattern of exchange
rates vhich better reflects fundamental economic
conditions. For the industrialized countries, and indeed
for the world economy, the recent decline in o011 prices
will help to sustain non-inflationary growth and to
increase the volume of world trade, despite the
difficulties which it creates for certain oil-producing
countries. Overall, these developments offer Krl;hter
,prospects for, and enhance confidence in, the future of
the world economy.

5. However, the world economy still faces a number of
difficult challenges which could impair sustainability of
growth. Among these are bigh unemployment, large domestic
and external imbalances, uncertainty about the future
behaviour of exchange rates, persistent protectionist
pressures, continuing difficulties of many developing
countries and severe debt problems for some, and
uncertainty about medium-ters prospects for the levels of
energy prices. If large imbalances and other distortions
are allowed to persist for too long, they will present an
increasing threat to world economic growth and to the open
multilateral trading system. We cannot afford to relax
our efforts. 1In formulating our policies, ye need to look
to Thé medium and JYonger term, and to nave regara to the
Interrelated ana Suructural character of current problens.




4. We stress the neod to implenent effectiye structural
adjustment policies inm a1} countries scross the whole
range of economic activities to promote growth, employaent
and the integration of @omestic econonies into the world
economy. Such policies fnclude technological innovation,
adaptation of industrig} Structure and expansion of trade
and foreign direct investaent.

S. In each of our own Countries, it remaips essential to
maintain a firs control of pudlic spending within gpn
appropriate mediun-tera framework of fisca) and monetary
policlies. 1In some of our countries there continue to be
excessive fiscal deficits which the §overnments concerned
are resolved’p.dgresslvely to reduce.

6. Since our last Reeting we have had. some success in
the creation of pew jobs to meet additions ¢o tbe Yadour
force, but uqqufbynepg'gelainq_qx;es;lvelx,h;gh in many

. of owr countries., an-inflationury Yowln Temains the
biggesT single contributor to the limitation and reduction
of unemployment, but §t needs to be relnforced by

which encourage job Creation, particularly in pey and

h-technology industries, and in small’ businesses.

that there should
of economic

to change the pattern
interest rates on

We agree, howe

taken

- agree to fora a new Group of Seven Finance Ministers,
taly and Canada, which will work together
ly and more frequently fn the periods
between the annual Suenit meetings;

request the seven Finance Ministers to review their
individual economic objectives and forecasts
collectively at least once 3 year, using the
indicators specifjed below, with a particular wview to
examining their mutual compatibility;

With the Tepresentatives of the European Comnmunjty:

- state that the purposes of improved coordination
should explicitly finclude promoting hon-inflationary
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econonic growth, Strengthening market-oriented
inceatives for smployment and froductln iavestaent,
opening the imteraational trad g and investment
systean, and fostering greater stability in exchange
Tates;

reaffira the nnderukln{ at the 1982 Versailles
Sumait to cooperate with the INF in strengthening
sultilateral surveillance, particularly among the
countries whose currencies constitute the SDR, and
request that, in conducting such surveillance and in
conjunction with the Managing Director of the IMF,
their individual economic forecasts should be
revieved, taking into account indicators such as GNP
growth rates, §nflation rates, interest rates,
unemployment rates, fiscal deficit ratios, current
account and trade balances, monetary growth rates,
reserves, and exchange rates;

invite the Finance Ministers and Central Bankers in
conducting multilateral surveillance to make their
best efforts to reach an understanding on appropriate
Temedial measures whenever there are significant
deviations from an intended course; and recomrend
that remedial efforts focus first and foremost on
underlying policy fundagentals, while reaffirming the
1983 Williamsburg comrmitment to intervene in exchange
markets wvhen to do so would be helpful.

The Heads of State or Government:

- Tequest the Group of Five Finance Ministers to
include Canada and Italy in their meetings whenever
the management or the improvement of the
international Bonetary system and related economic
policy measures are to be discussed and dealt with;

invite Fimance Ministers to report progress at the
next Economic Summit meeting.

These improvements in coordination should be accompanied
by similar efforts within the Group of Ten.

8. The pursuit of these policies by the industrialized
countries will help veloping countries in so far as

the developing countries,
promotes transfer of technology and improves access to the
markets of the industrialized countries. At the same
time, developing countries, particularly debtor countries,




can fit theaselves to lay & fuller part in the world
economy by adopting effective structural adjustment
policies, coupled with measures to mobilize domestic
savings, to encourage the repatriation of capital, to
improve the environment for foreign investment, and to
promote more open trading p s.

ports of primary
comnodities, we agree to continue to support their
efforts for further processing of their products snd for
diversifying their economies, and to take account of their
export meeds in formulating our own trade and domestic
policies.

9. Private financial flows vill continue to play a
major part in providing for their development needs.

We reaffirm our willingness to maintain and, where
appropriate, expand official financial flows, both
bilateral and multilateral, to developing countries. In
this connection, we attach great importance to an early
and substantial eigh the International
Development Associat ) and to a general capital
increase of the Worl k 8ppropriate. We look for
progress in act lateral Investment
Guarantee Agency.

We
welcom progress made in developing the cooperative
debt strategy, in particular building on the United States
initiative. The role of the international financial
institutions, including the Bultilateral development
banks, will continue to be central, and we welcome moves
for closer cooperation among these institutions, and
particularly between the IMF and the World Bank. Sound
adjustment programmes will also need resumed commercial
bank lending, flexibility in rescheduling debt and
appropriate access to export credits,

11. We welcome the improvement which has occurred in

the food situation in Africa. Nonetheless g nucber of
African countries continue to need emergency aid, and we
stand ready to assist. More generally, we continue to
recognize the high priority to be given to meeting the
needs of Africa. Measures identified in the Report on Aid
to Africa adopted and forwarded to us by our Foreign
Ministers should be steadily imﬁlenented. Assistance
should focus in particular on the medium- and long-term
econoric development of these countries. 1In this




connection we attach lrut importance to continued
cooperation through the Special Facility for Sub-Sabaran
African countries, early fmplementation of the nevly
established Structurs) Adjustment Facility of the INF and
the use of the IDA. We intend to participate actively in
the forthcoming United Natfons Special Session on Africa
to lay the foundation for the region's long-tera
developrent. ‘

12. The open multilateral trading system is one of the
keys to the efficiency and expansion of the world
economy. We reaffira our comxitment to halting and
reversing protectionise, and to reducing and dismantling
trade restrictions. We support the strengthening of the
system and functioning of the GATT, its sdaptation to mew
developments in world trade and to the international
economic environment, and the bringing of mew issues under
international discipline. The New Round should, inter
alia, address the issues of trade in services and trade
Telated aspects of intellectual Broperty rights and
foreign direct investment. Further liberalization of
trade is, we believe, of no less importance for the
developing countries than for ourselves, and we are

fully committed to the preparatory process in the GATT
with a view to the carly launching of the New Round of
multilateral trade negotiations. We shall work at the-
September Ministerial meeting to make decisive progress
in this direction.

13. We note with concern that a situation of global
structural surplus now exists for some fmportent
agricultural products, arising partly froe technological
improvements, partly from changes in the world market
situation, and partly from long-standing policies of
domestic subsidy and protection of agriculture in all our
countries. This haras the economies of certain developing
countries and is likely to aggravate the risk of wider
protectionist pressures. This is a probler which we all
share and can be dealt with only in cooperation with each
other. We all recognize the importance of agriculture to
the well-being of rural communities, but we are agreed
that, when there are surpluses, action is needed to
redirect policies and adjust structure of agricultural
production in the light of world demand. We recognize the
importance of understanding these issues and express our
determination to give full support to the work of the OECD
in this field.
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14. Bearing in mind that the recent oil {rlce decline
owes such to the cooperative energy policles which we have
pursued during the past decade, we recognize the need for
continuity of policies for achievln; long-tern energy
market stublllt{ and security of supply. We note that the
current oil market situstion enadbles countries which wish
to do so to Increase stock levels.

15. We reaffira the fmportance of science and technology
for the dynamic growth of the world economy and take mote,
vith apprecistion, of the final report of the Working
Group on Technology, Growth and Employaent. We welcome
the progress made by the United States Manned Space
Programme and the progress made by the sutonomous work of
the European Space Agency (ESA). We stress the importance
for genuine partnership and sppropriate exchange of
information, experience and technologies among the
participating states. We also note with satisfaction the
results of the Symposium on Neuroscience snd Ethics,
hosted by the Federal Republic of Germany and we
agprociate the decision of the Canadian Government to host
the next meeting.

16. We reaffira our responsibility, shared with other
governments, to preserve the matural environment, and
continue to attach importance to international cooperstion
in the effective prevention and control of pollution and
natural resources management. In this regard, we take
note of the work of the environmental experts on the
improvement and harmonization of the techniques and
practices of environeental measurement, and ask ther to
report as soon as possible. We also recognize the need to
strengthen cooperation with developing countries in the
area of the environment.

17. VWe have sgreed to meet again in 1987 and have
accepted the invitation of the President of the Council of
the Italian Government to meet in Italy.
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STATEMENT ON JINTERNATIONAL

May S, 1986

1. We, the Heads of State or Government of sever asjor
democracies and the representatives of the European
Community, assemabled here in Tokyo, strongly vesffirm our
condemnation of international terrorisa in all fts foras,
of its accomplices and of those, includi governaents

who sponsor or support it. We abhor the imcrease im the
level of such terrorism since our last -eotlnl. and in
particular its blatant and cynical use as an imstrument of
government policy. Terrorism has mo justification. It
spreads only b{ the use of contesptible means, i{norlng
the values of human 1ife, freedor and dignity. It must be
fought relentlessly and without compromise.

2. Recognizing that the continuing fight against
terrorisem is a task which the international community as a
whole has to undertake, we pledge ourselves to make
maximun efforts to fight against that scourge. Terrorism
must be fought effectively through determined, temacious,
discreet and patient action combining mational measures
with international cooperation. Therefore, we urge all
like-minded mations to collaborate with us, particulerly
in such international fora as the United Nat ons, the
International Civil Aviation Organization and the
International Maritime Organization, drawing on their
expertise to improve and extend countermeasures sgainst
terrorism and those who sponsor or support it.

3. We, the Heads of State or Government, agree to
intensify the exchange of information in relevant fora on
threats and potential threats emanating from terrorist
activities and those who sponsor or support thex, and on
ways to prevent them.

4. Ve specify the following as measures open to any
government concerned to deny to international terrorists
the opportunity and the means to carry out their aims, and
to identify and deter those who perpetrate such

terrorism. We have decided to apply these measures within
the framework of international law and in our own
jurisdictions in respect of any state which is clearly
involved in sponsoring or supporting international
terrorism, and in particular of Libya, until such time as
the state concerned abandons its complicity in, or support
for, such terrorise. These measures are:
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> Trefusal to export arms to states whichk sponsor or
support terrorism; .

= strict limits on the size of the diplomatic and
consulsr missions and other official bodies sbroad of
states which engage in such activities, control of travel
of memders of suck missions and bodies, and, where
appropriate, radicesl reductions in, or even the closure
of, such missions and bodies;

- denial of entry to all persons, includimg diplomatic
personnel, who have been expelled or excluded from one of
our states on suspicion of involvement in internationsl
terrorism or who ve been convicted of such s terrorist
offence;

- 1improved extradition procedures within due process of
domestic law for bringing to trial those who have
perpetrated such acts of terrorisa;

- stricter immigration and visa requirements and
procedures in respect of nationals of states which sponsor
OT support terrorism;

= the closest possible bilateral and multilateral
cooperation between police and security organizations and
other relevant authorities in the fight against terrorism.

Each of us is comnmitted to work in the asppropriate
international bodies to which we belong to ensure that
similar measures are accepted and acted upon by as many
other governments as possible.

5. We will maintain close cooperation in furthering the
objectives of this statement and in considering further
measures. We agree to make the 1978 Bonn Declaration more
effective in dealing with all forms of terrorise affecting
civil aviation. We are ready to promote bilaterally and
multilaterally further actions to be taken in
international orgenizations or fora competent to fight
against international terrorism in any of its foras.




THE IMPLICATIONS OF THE CHERNOBYL WUCLEAR ACCIDENT

May S, 1986

1. We, the Heads of State or Government of seven major
industrial mations and the Representatives of the European
Co--unitz. have discussed the implications of the accident
at the Chernobyl nuclear power station. We express our
deep sympathy for those affected. ‘We remain ready to
extend assistance, in particular medical and technical, as
and when requested. .

2. Ruclear power is and, properly managed, will continue
to be an increasingly widely used source of energy. For
each country the maintenance of safety and security is an
international responsibility, and each country engaged in
nuclear power generation bears full responsibility for the
safety of the design, manufacture, operation and
maintenance of its installations. Each of our countries
meets exacting standards. Fach country, furthermore, is
responsible for prompt provision of detailed and complete
information on nuclear emergencies and asccidents) in
particular those with potential transboundary
consequences, Each of our countries accepts that
responsibility, and we urge the Government of the Soviet
Union, which did not do so in the case of Chernobyl, to
provide urgently such information, as our and other
countries have requested.

3. We note with satisfaction the Soviet Union's
willingness to undertake discussions this week with the
Director-General of the International Atomic Energy Agency
(IAEA). We expect that these discussions will lead to the
Soviet Union's participation in the desired post-accident
analysis.

4. We welcome eand encourage the work of the IAEA in
seeking to improve international cooperation on the safety
of nuclear installations, the handling of nuclear
accidents and their consequences, and the provision of
sutual emergency assistance. Moving forward from the
relevant JAEA guidelines, we urge the early elaboration of
an international convention committing the parties to
report and exchange information in the event of nuclear
emergencies or accidents. This should be done with the
least possible delay.
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THE PRIME MINISTER 19 May 1986
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Thank you for your letter of 24 April about the Tokyo
Economic Summit. I am sending you with this letter a copy of
the Tokyo Economic Declaration.

We agreed in Tokyo that recent developments including
the decline in rate of inflation, the substantial lowering of
interest rates and the recent decline in oil prices offer
brighter prospects for the world economy as a whole. But we
also recognised that countries such as Bangladesh will
continue to face severe difficulties in the pursuit and
implementation of effective growth-oriented adjustment
efforts. That is why we reaffirmed our willingness to
maintain and, where appropriate, expand official development

assistance.

All present at Tokyo also agreed on the importance of an
early and substantial eighth replenishment of IDA. We in
Britain hope that this can be agreed at a level of $12bn.
While the situation in many Sub-Saharan African countries
merits priority attention for the IDA's concessional funds,
we have made it clear throughout the negotiations over the
eighth replenishment that the needs of other countries,
including Bangladesh, must not be neglected, and that they
should receive a fair share of IDA resources.

We fully recognise the importance of the objectives of
the Special New Programme of Action and your concern over
their implementation. I would like to take this opportunity
to reaffirm that Britain remains committed to the Special New




Programme of Action percentage target but cannot be committed

to a timetable for its achievement. Progress towards these
targets must depend on the claims of other poor countries and
of our own economic circumstances. I should add that nearly
all of our aid is given in the form of grants and we have
recently extended the GNP threshold for this to the level of

$790 per annum.

You will know that negotiations were completed last
month for the fourth replenishment of the Asian Development
Fund at the level of $3.6bn. This was a good result given
the competing claims, bilateral as well as multilateral, on
the contributors' aid resources, which should enable the
Asian Development Bank to continue its concessional lending

during the next four years at an adequate level.

His Excellency Lt. Gen Hussain Mohammad Ershad.
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SUBJECT:
Thank you for your letter of 24 April about/ the Tokyo
Economic Summit. I am sending you with thjs letter a

copy of the Tokyo Economic Declaration.

We agreed in Tokyo that recent develo

decline in rate of inflation, the sybstantial lowering of
interest rates and the recent decline in oil prices offer
brighter prospects for the world /economy as a whole. But
we also recognised that countrigs such as Bangladesh will
continue to face severe diffigulties in the pursuit and
implementation of effective growth~oriented adjustment
efforts. That is why we reaffirmed our willini%ss to
maintain and, where appropriate, expand official

development assistance.

All present at Tokyo also agreed on the importance of an
early and substanti eighth replenishment of IDA. We in

Britain hope that this can be agreed at a level of $12bn.

While the situatﬁﬁn in many Sub-Saharan African countries

merits priority attention for the IDA's concessional

/
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funds, we have made it clear throughout the negotiations
over the eighth replenishment that the needs of other
countries, including Bangladesh, must not be neglected,
and that they should receive a fair share of IDA

resources.

We fully recognise the importance of the objectives of
the SNPA and your concern over their implementation. I
would like to take this opportunity to reaffirm that
Britain remains committed to the SNPA &@& percentage
target but cannot be committed to a timéééble for its
achievement., Progress towards thege"£argets must depend
on the claims of other poor count}ies and of our

own economic circumstances, /T'should add that nearly all

/
of our aid is given in tﬁg/form of grants and we have

recently extended the GN? threshold for this to the level

of $790 per annum,

You will know t /£ negotiations were completed last month
for the fourth/replenishment of the Asian Development
Fund at the level of $3.6bn. This was a good result
given the mpeting claims, bilateral as well as
multilateyal, on the contributors' aid resources, which
should epable the Asian Development Bank to continue its
concessional lending during the next four years at an

adequate level,
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Foreign and Commonwealth Office

London SWI1A 2AH

16 May 1986

Letter to the Prime Minister from the Inter Action Council

Your letter of 7 May enclosed a letter addressed to the
Prime Minister from Herr Helmut Schmidt and Mr Takeo Fukuda
on behalf of the Inter Action Council and asked for a draft
reply.

The Inter Action Council is an elder statesmen's grouping,
largely the brainchild of Dr Waldheim, which despite its
eminent membership has yet to make its mark with any concrete
initiatives. The line taken in its latest statement, however,
is broadly sensible despite a few visionary elements; and there
are a few good points such as the strong line against Terrorism
(para 23) and mention of agricultural subsidies (para 34).

Mr James Callaghan is a member of the Council and Mr Francis
Pym has recently joined its Policy Board.

I attach a draft reply to Herr Schmidt, which draws on
the published results of the Tokyo Summit and invites the
Inter Action Council to use its own influence in support of
the policies agreed by the Seven. A more detailed critique
of the Inter Action Council's own statement does not seem
called for, given the present standing of the organisation.

CJ90w~ 0Mrv/\

%W

(R N Culshaw)
Private Secretary

C D Powell Esq
PS/10 Downing Street

RESTRICTED
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DRAFT LETTER FROM THE PRIME MINISTER

Helmut Schmidt

Chairman

Inter Action Council

c¢/o0 Bundeshaus /

53 BONN 1 /

J/

Federal Republic of Gerpany

Thank you for the le er| you and ZTakeo Fukuda sent me
on 16 April, enclosihg a recent statement by the Inter
Action Council on themes relevant to the Tokyo Economic
Summit. Practicallly all the points in your statement
were, 1ndeed, cove#ea in our discussions at Tokyo and 1

|

am enclosing - in fase you have not received them from
!
elsewhere - coplesiot our communigqué on economic

matters and of theg other statements issued during the

Summit.

The texts underliﬁp how much we achieved at this
particuarly good and productive meeting. Among the
points particularlly relevant to your own statement, I

might highlight:

- the commitment to continue and build on a joint
economic strategy Lt non-inflationary growth, sustained

by close and continuous coordination of economic

UNCLASSIFIED
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policies - the emphasis on the 1mportance of
strengthening the multilateral trading system and
reversing protectionist trends

the recognition of the problems facing developing
countries, including in many cases the burden of debt;
and agreement that the Summit Seven should work
together to support these countries in their efforts to
promote economic growth and prosperity

recognition of the need to tackle the structural

problem of agricultural surpluses and subsidies, on

which all members of the Seven will support further
work in the OECD

the strong and concrete declaration on measures
against Terrorism

the statement on the Chernobyl nuclear accident,
which stresses all countries' responsibility for
nuclear safety and security, with a view not least to
the 1mpact on the environment

the general principles for handling East-West
affairs set out in the declaration on Western
partnership, which gives support to efforts for arms
control both in the US/Soviet Geneva talks and

elsewhere.

I hope the Inter Action Council will note, and lend its

support to, these practical and forward-looking

I
policies; and(wisn you success in your future work.

e e Qﬁk)wy\\ sSkan oy
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AND TO ROUTINE BOGOTA, BONN, BRASILIA, CARACAS, LA PAZ, LIMA

AND TO ROUTINE MEXICO CILTY, OTTAWA, PARIS, QUITO, ROME, SANTIAGO
AND TO ROUTINE TOKYO, WASHINGTON, UKDEL IMF/IBRD WASHINGTON

AND TO ROUTINE UKMIE NEW YORK, UKDEL OECD PARIS, UKREP BRUSSELS

TOKYO SUMMIT: LETTER FROM CARTAGENA GROUP: MY TELNO 377 TO TOKYO

1. PLEASE PASS FOLLOWING REPLY FROM PRIME MINISTER TO PRESIDENT
SANGUINETTI.
2n BEGINE.

THANK YOU FOR YOU LETTER OF 1 MAY IN WHICH YOU CONVEYED
YOUR THOUGHTS AND THOSE OF YOUR COLLEAGUEE IN LATIN AMERICA ABOUT
THE ECONOMIC SITUATION IN YOUR REGION.

. I SHARE YOUR CONCERN ABOUT THE CONTINUING MACROECONOMIC
IMBALANCEE IN*CERTAIN INDUSTRIALISED COUNTRIES. WE THEREFORE
AGREED IN TOKYQO THAT WHERE APPROPRIATE, WE MUST CONTINUE WITH OUR
EFFORTE TO CORRECT SUCH IMBALANCEE IF ECONOMIC GROWTH I€ TO BE
SUSTAINED. BUT WE HAVE ALREADY MADE VERY REAL PROGREEES.

INTEREST RATES, HAVE FALLEN CONSIDERABLY IN THE LAST YEAR,
EXCHANGE RATES NOW MORE CLOSELY REFLECT ECONOMIC CIRCUMSTANCEE,
AND THE DECLINE IN OIL PRICES, WHILE CREATING VERY REAL

1
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DIFFICULTIES FOR A NUMBER OF COUNTRIES, SHOULD FURTHER HELP TO
SUSTAIN ECONOMIC GROWTH.

NEVERTHELESS, I RECOGNISE THAT A NUMBER OF COUNTRIES IN
LATIN AMERICA FACE SEVERE PROBLEMS AND THAT ADJUSTMENT POLICIES
CONTINUE TO PLACE A HEAVY BURDEN ON THEM. THAT IS WHY WE SUPPORT
THE UNITED STATES PROGRAMME FOR SUSTAINED GROWTH. IT IS
ENCOURAGING THAT, WORKING WITHIN THE PRINCIPLEE OF THIS
PROGRAMME, A NUMBER OF LATIN AMERICAN COUNTRIES HAVE REACHED
AGREEMENT WITH THE WORLD BANK ON NEW LENDING PROGRAMMES. WE HOPE
THAT MORE WILL BE ABLE TO DO S0 €0ON. WE IN THE UNITED KINGDOM
REMAIN WILLING TO SEEK NEW WAYS OF PROVIDING FINANCIAL FLOWE TO
DEBTOR COUNTRIES. WE HAVE RECENTLY SIGNED THE CONVENTION
ESTABLISHING THE MIGA WHICH WILL HELP TO PROMOTE DIRECT
INVESTMENT. WE ARE KEEN TO ENCOURAGE SOUND ADJUSTMENT PROGRAMMES
BY PROVIDING EARLY RESUMPTION OF EXPORT CREDIT COVER.

WE HOPE THAT INDEBTED COUNTRIES WILL ALSO CONTINUE TO
PURSUE THE ADJUSTMENT PROGRAMMES NECESSARY TO ATTRACT NEW
FINANCE. I ESPECIALLY WELCOME YOUR COMMITMENT TO PURSUE MEASURES
TO CURB FLIGHT OF CAPITAL FROM CERTAIN COUNTRIES IN THE REGION.
REPATRIATION OF SUCH CAPITAL AND ITE INVESTMENT DOMESTICALLY BY
THE NATIONALE OF THE COUNTRIES CONCERNED WOULD BE A MAJOR SIGNAL
OF CONFIDENCE, THE IMPORTANCE OF WHICH SHOULD NOT BE
UNDEREETIMATED. )

IN SHORT, I AGREE WITH YOU THAT THE PROBLEM OF DEBT REMAINS
SERIOUS. BUT I AM CONFIDENT THAT IF WE ALL CONTINUE TO APPROACH
IT IN A SPIRIT OF CONSTRUCTIVE COOPERATION IN THE APPROPRIATE
INTERNATIONAL INSITUTIONS WE CAN AND WILL QVERCOME THE
DIFFICULTIES IN A MUTUALLY BENEFICIAL WAY.

ENDE.
3. SIGNED ORIGINAL FOLLOWS BY BAG.
HOWE

ECONOMIC SUMMIT

STANDARD (RALACES ADD.IT IONAL D ISTRIBUT ION
MR MAUD ECONOMIC SUMMIT
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FED SIR D MIERS
NAD MR REEVE
ECDS

TRED

SOVIET D

EED

UND

MAED

SCD

SaM0 e
MCAD RESTRICTED




\

10 DOWNING STREET

15 May 1986

FRIME MINISTER'S
PERSONAL MESSAGE
SERIAL No, . 190(%

¥ ¥ 5 pm;M; SO

Thank you for your letter of 1 May in which you conveyed
your thoughts and those of your colleagues in Latin America

about the economic situation in your region.

THE PRIME MINISTER

I share your concern about the continuing macroeconomic
imbalances in certain industrialised countries. We therefore
agreed in Tokyo that where appropriate, we must continue with
our efforts to correct such imbalances if economic growth is
to be sustained. But we have already made very real
progress. Interest rates have fallen considerably in the
last year, exchange rates now more closely reflect economic
circumstances, and the decline in oil prices, while creating
very real diffidulties for a number of countries, should

further help to sustain economic growth.

Nevertheless, I recognise that a number of countries in
Latin America face severe problems and that adjustment
policies continue to place a heavy burden on them. That is
why we support the United States programme for sustained
growth.

\

It is encouraging that, working within the principles of
this programme, a number of Latin American countries have
reached agreement with the World Bank on new lending
programmes. We hope that more will be able to do so soon. We
in the United Kingdom remain willing to seek new ways of
providing financial flows to debtor countries. We have




a2 -

-

recently signed the convention establishing the MIGA which
will help to promote direct investment. We are keen to
encourage sound adjustment programmes by providing early

resumption of export credit cover.

We hope that indebted countries will also continue to

pursue the adjustment programmes necessary to attract new
finance. I especially welcome your commitment to pursue
measures to curb flight of capital from certain countries in
the region. Repatriation of such capital and its investment
domestically by the nationals of the countries concerned
would be a major signal of confidence, the importance of

which should not be underestimated.

In short, I agree with you that the problem of debt
remains serious. But I am confident that if we all continue
to approach it in a spirit of constructive co-operation in
the appropriate international institutions we can and will

overcome the difficulties in a mutually beneficial way.

His Excellency Dr. Julio Maria Sanguinetti.
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10 DOWNING STREET

15 May 1986

/ i, Y .L)JOLS,

Thank you for your letter of 1 April with which you
enclosed a copy of the Trade Union Advisory Committee's
Statement prepared for the OECD Ministerial Council and
presented to Mr. Nakasone in advance of the Tokyo Summit. I
enclose a copy of the Tokyo Economic Declaration.

I share your concerns about the problems posed by
continuing high unemployment, exchange rate uncertainties and

protectionist pressures. We agreed at Tokyo that while
sustained, non-inflationary growth continues to provide the
only sound long term way of reducing unemployment it needs to

be reinforced by policies designed to encourage job creation,
especially in high technology industries and small

businesses.

We further agreed that the Finance Ministers from Summit
participants should work together closely to further
strengthen international economic policy co-ordination with a
view to promoting sustained non-inflationary growth,
strengthening incentives for employment and productive
investment, improving exchange rate stability and opening the
international trading system.

s T

i

N. Willis, Esq.
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FRAME ECONOMIC
EUROPEAN PARLIAMENT 13 MAY 19863 TOKYQ ECONOMIC SUMMIT.

SUMMARY

1. DELCRS REPORTED IN TERMS WHICH PLAYED DOWN THE SUCCESS OF THE
SUMMIT, DWELT ON AREAS WHERE HE HAD FAVOURED MORE PROCRESS, AND
CRITICISED THE FAILURE TO RECOGNISE COMMISSION INTEREST IN MONETARY
QUESTIONS. ALL SUBSEQUENT SPEAKERS REGRETTED COMMISSION'S EXCLUSION
AND CALLED FOR GREATER COMMUNITY CGHESION AT FUTURE SUMMITS.

DETAIL

2. RESPONDING TO AN ORAL QUESTION, PRESIDENT DELORS RECOGNISED
THAT THE SUMM|T HAD BEEN BETTER THAN EARLIER ONES, BUT SAID LITTLE
ABOUT ITS SUCCESSES. HE WELCOMED THE AGREED APPROACH TO MULTILATERAL
TRADE. ON CHERNOBYL, THE COMMISSION WOULD TAKE AN INITIATIVE IN THE
CONTEXT OF THE TREATIES AND THE REMIT GIVEN BY THE 12 MAY FAC (MY
TELEGRAM NO. 1573 REFERS). HE REGRETTED THE LACK OF PROGRESS ON
DEVELOPMENT AND DEBT QUESTICNS. DESPITE HIS EFFORTS, THERE HAD BEEN
NO REAL DISCUSSION., NOR HAD THE MEDIUM TERM IMPLICATIONS CF REDUCED
OIL PRICES BEEN ADDRESSED. AN OPPORTUNITY HAD BEEN LOST TC PRESS FOR
A RESULTING INCREASE (N WORLD TRADE WHICH WOULD EASE THE DEBT
SITUATION, HE FACTUALLY NOTED DECISIONS ON MONETARY QUESTICNS, AND
SINGLED OUT THE UK, U.S. AND JAPAN AS HAVING OPPOSED THE COMM|ISSION
BEING REPRESENTED ON THE NEW GROUP OF 7. THERE WAS NC REASON TO PUT
THE COMMISSION ON THE SIDELINES GIVEN THE EXISTING TREATY
PROVISIONS. ON THE WHOLE HIS PRESENCE HAD BEEN TOLERATED AT THE
SUMMIT, HE WONDERED ABOUT THE UTILITY OF HIS ATTENDING NEXT YEAR.
AGAIN HE REGRETTED THAT THE COMMUNITY HAD NOT SPOKEN WITH ONE VOICE.

3., ALL SUBSEQUENT SPEAKERS EMPHASISED THE NEED FOR COMMUNITY
COHESION, AND REGRETTED THE COMM|SSION'S EXCLUSION FROM A FULL ROLE
IN MONETARY QUESTIONS, SEVERAL MEPS CRITICISED THE RESPONSE TC DEET
PROBLEMS AS INADEQUATE.

HANNAY
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Foreign and Commonwealth Office

London SWI1A 2AH
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{’14 May 1986
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Tokyo Economic Summit

|

We received letters or messages to the Prime Minister
about the Tokyo Summit from:

(a)
(b)
(c)
(d)

Messages

President Ershad of Bangladesh

the General Secretary of the TUC
President Sanguinetti oijruguay Y
the Chairman of ICC UK.

were also received from the UN Secretary—General and

the Secretary-General of the Arab League.

The

Prime Minister has already replied to the

UN Secretary-General in advance of his visit to London this
week. The message from the Secretary-General of the Arab
League is being dealt with separately. I enclose a short
summary of the main points made in the other letters to the
Prime Minister, and draft replies to them.

I am copying this letter to Michael stark (Cabinet Office).

Towo o~

0w Y

{R N Culshaw)
Private Secretary

C D Powell Esqg
10 Downing Street
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Thank you for you 1letter of 1 May id which you conveyed

In Confidence

your thoughts and those of your cg@lleagues in Latin

America about the economic situgtion in your region.

I share your concern about fhe continuing macroeconomic
imbalances in certain inddstrialised countries. We
therefore agreed in Tokyo that where appropriate, we must
continue with our efférts to correct such imbalances if
economic growth is sustained., But we have already
made very real prggress. Interest rates have fallen
considerably in/the last year, exchange rates now more
economic circumstances, and the decline
in oil price&, while creating very real difficulties for
countries, should further help to sustain
economic /growth,
/

s g i e S b ke a

Nevertheless, I recognise that fes number of countries in
Enclosures—flag(s)...........

Latin America face severe problems and that adjustment
policies continue to place a heavy burden on them, That

it why we support the‘%s programme for sustained growth,
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It is encouraging that, working within the principles of
this programme, a number of Latin American countries have
reached agreement with the World Bank on new lending
programmes. We hope that more will be able to do so
soon, We in the United Kingdom remain willing to seek
new ways of providing financial flows to debtor
countries. We have recently signed the convention
establishing the MIGA which will help to jpromote direct

investment, We are keen to encourage séund adjustment

/

programmes by providing early resumppion of export credit

/
cover,

>/“

/’
We hope that indebted countries/will also continue to
pursue the adjustment programﬁés necessary to attract new
finance. 1I especially welcgome your commitment to pursue
measures to curb flight of/capital from certain countries
in the region. Repatriafion of such capital and its
investment domesticall the nationals of the countries

concerned would be a j signal of confidence, the

”
importance of which ffnnot be underestimated.

In short, I agreg with you that the problem of debt
remains serious But I am confident that if we all
continue to approach it in a spirit of constructive
cooperation in the appropriate international insitutions

we can and will overcome the difficulties in a mutually

beneficial/way.
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MESSAGES TO THE PRIME MINISTER ABOUT THE TOKYO ECONOMIC SUMMIT

a) President Ershad of Bangladesh.

President Ershad expresses concern about the difficulties facing
developing countries. He is concerned that the benefits of cheaper
oil will be offset by a decline in aid from OPEC members and in
remittances from expatriate Bangladeshi workers. He urges agreement
on the replenishment of IDA VIII at the maximum possible level and
while recognising that most of IDA funding will go to sub-Saharan
africa, asks that the needs of the poorest countries in Asia are
also protected. He also urges the Prime Minister to give full
support to the Fifth Replenishment of the Asian Development Fund.

c) General Secretary of the TUOC.
Mr Willis' letter covers a statement drawn up by the Trade Union
Advisory Committee to the OECD and prepared for the OECD Ministerial

council as well as the Summit. The Summit host customarily receives

an international trade union delegation in advance of the summit.

In most respects, the TUAC memorandum runs contrary to government
policy and the main lines of agreement on economic issues at the
summit, It calls for agreement on major elements of a cooperative
strategy to reduce unemployment including the need for faster, more
balanced growth, a credible framework for monetary policy, including
an international monetary conference, an investment policy
initiative, long term monetary policy, a major initiative to develop

the quality of the labour force, a reduction of working time for

those in employment, policies to stimulate growth and development in

debtor countries and a "mutually advantageous multilateral trading

system",

c) President Sanguinetti of Uruguay.
President Sanguinetti's letter is on behalf of the Cartagena Group
of Latin American debtors and was sent to all summit participants.

He reiterates Latin American concern about the debt problem and

calls yet again for a political dialogue outside existing fora.




d)y o .Chairmansof  ICC UK.
The ICC statement for the Tokyo Summit welcomes the Plaza agreement

on exchange rates while stressing that "much remains to be done".

The paper recommends specific policy initiatives for individual

summit countries including'measures by the US to reduce its budget

deficit, measures by Canada and European countries to further
advance deregulation and reduce structural rigidities and action by
Japan to reduce its current account surplus and promote domestic
demand. It also expresses concern at what it sees as a lack of
concrete progress on debt strategy since the announcement of the
Baker plan in October and calls for a new round of MTNs and work

remove trade barriers.
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In Confidence LONDON WC1B 3LS

Thank you for your letter of 1 Aprifl with which you

enclosed a copy of the Trade Unibn Advisory Committee's
Statement prepared for the OE Ministerial Council and
presented to Mr Nakasone in/advance of the Tokyo Summit.

I enclose a copy of the Tpkyo Economic Declaration.

I share your concerfis about the problems posed by
continuing high employment, exchange rate uncertainties

A T'ﬂ(bo
and protectionigt pressures. We therefore agreed(&hat
while sustaingd, non-inflationary growth continues to
provide the bnly sound long term way of reducing

Enclosures—flag(s) unemploymefit it needs to be reinforced by policies

designed /o encourage job creation, especially in high

technolﬁgy industries and small businesses.
/
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We further agreed that the Finance Ministers from Summit
participants should work together closé€ly to further
strengthen international economic p6licy coordination
with a view to promoting sustainea non-inflationary
growth, strengthening incentives for employment and
productive investment, improving exchange rate stability

and opening the international trading system.

CAN




10 DOWNING STREET

THE PRIME MINISTER 9 May, 1986.

) ¢ &a S;¢»4laé; —C:b*hé{'

Thank you for your letter of 28 April about the Tokyo
Economic Summit. I entirely share your concerns about the
increase in international terrorism, and I hope that we can
continue to cooperate in the United Nations in combatting the
threat it poses.

As you will have seen from the Tokyo Economic
Declaration, we all agreed to continue to work together to
support the developing countries in their efforts to promote
economic growth and prosperity. 1In this respect we recognise
that the problem of debt continues to pose difficulties for a
number of developing countries. Such concerns of course lay
behind the US programme for sustained growth announced at the
IMF meeting in Seoul last October. While much of the work
involved in this strategy has to be pursued on a case by case
basis, and negotiations inevitably take time, IBRD work on
programmes for many of the debtor countries is well advanced
-and we are pleased with the progress made to date under this
fnitiative. We also recognise that in certain cases
additional financial resources will be required, which is one
of the reasons why we reaffirmed our willingness to maintain,
and where appropriate increase, official development
assistance. You will also have seen from the declaration the

importance all of us attach to an early and substantial




eighth replenishment of the IDA. We in the United Kingdom
hope that all countries will maintain their contributions so

that this can be agreed at $12 billion.

We recognise that protectionism continues to be a
problem for the developing countries and agreed on the
importance of continuing with efforts to halt and reverse
this. This will require the strengthening of the open trade
system and improvements in the functioning of the GATT. We
hope that major progress can be made towards an early
launching of a new trade round at the GATT meeting in

September.

I share your concerns about the problems caused for
developing countries by the high level of agricultural
subsidies in developed countries. The problem was raised by
Britain at the OECD Ministerial meeting in April, as a result
of which we discussed it in some detail in Tokyo. We all
agreed to support further work by the OECD on this problem in
the hope that the level of subsidies and protection of
agriculture in industrialised countries can be substantially

reduced.

I look forward to meeting you in London next week.

e :w'-w/‘)
Qe

His Excellency Javier Perez de Cuellar
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Foreign and Commonwealth Office

London SWI1A 2AH

9 May 1986

Tokyo Economic Summit

We received a number of letters or messages to the
Prime Minister about the Tokyo Economic Summit, among them
one from the UN Secretary-General.

In line with previous practice, we had planned to
submit them as soon as we had received the texts of all the
letters. The Prime Minister may, however, wish to reply to
Mr Perez de Cuellar before she meets him during his visit
to London next week.

I therefore enclose a draft reply. If the Prime Minister
approves it, we will arrange for it to be transmitted to
New York for delivery prior to Mr Perez de Cuellar's departure
for London on Sunday.?*

I shall send you draft replies to the other messages to
the Prime Minister shortly.

\\,:2N~o e”?vj

%W
-

(R N Culshaw)
Private Secretary

C D Powell Esq
10 Downing Street
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TO: Your Reference

HIS EXCELLENCY JAVIER PEREZ DE

CUELLAR Copies to:
SECRETARY GENERAL OF THE UNITED

NATIONS

SUBJECT:

Thank you for your letter of 28 April about the Tokyo
Economic Summit. I entirely share your concerns about
the increase in international terrorism, and I hope that
we can continue to cooperate in the United Nations in
combatting the threat it poses.
./;

As you will have seen from the’fbkyo Economic
Declaration, we all agreed toféontinue to work together
to support the developing C9untries in their efforts to
promote economic growth and prosperity. 1In this respect
we recognise' that the problem of debt continues to pose

/

difficulties for a numbér of developing countries. Such

4

concerns of course lay/behind the US programme for

sustained growth annoé;ced at the IMF meeting in Seoul

last October. Whilé much of the work involved in this

strategy has to be/pursued on a case by case basis, 6 and
/

negotiations inevftably take time, IBRD work on

programmes for many of the debtor countries is well




advanced and we are pleased with the progress made to
date under this initiative. We also recognise that in
certain cases additional financial resources will be
required, which is one of the reasons why we reaf firmed
our willingness to maintain, and where appropriate
increase, official development assistance. You will also
have seen from the Declaration the importaqce all of us
attach to an early and substantial eighth/replenishment
of the IDA. We in the United Kingdom hopétgti‘countries

will maintain their contributions so that this can be

agreed at $12bn.

We recognise that protectionism qéntinues to be a problem

3

i+nx the mew developing countrieg”and agreed on the
/

importance of continuing withféfforts to halt and reverse

this. This will require thefstrengthening of the open

trade system and improvements in the functioning of the

GATT. We hope that majorfprogress can be made towards an
early launching of a nevw trade round at the GATT meeting

in September.

I share your concerns about the problems caused for
developing countries by the high level of agricultural
subsidies in developed countries. This problem was
raised by Britain at the OECD Ministerial meeting in
April, as a resulf of which we discussed it in some
detail in Tokyo. We all agreed to support further work
by the OECD on this problem in the hope that the level of
subsidies and protection of agriculture in industrialised

countries can be substantially reduced.




I look forward to meeting %ig/iﬁ/iondon next week.

/S

/
/
{







MR PéWELL 9 May 1986

EXTRADITION AND TOKYO

The Home Office Extradition Department has received a
number of requests for elucidation of what was agreed on
extradition at Tokyo. They fear a request will come to the
Prime Minister on this subject which they will not be able

to answer.

I would be most grateful for sight of the relevant
papers from Tokyo and any explanation you might be able to

give as to what precisely was agreed. You are, of course,

aware that Japan has no Extradition Treaty with the United

Kingdom.

HARTLEY BOOTH
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PERSONAL MESSAGE

(Translation) Pf‘/

9 May 1986
Dear Prime Minister,

I wish to extend to Your Excellency my
heartfelt congratulations on the successful
conclusion of the Tokyo Summit Meeting.

I particularly welcome and appreciate the
inclusion of a reference to the Korean question in
the Chairman's summary of the Meeting, which
reaffirms your support of Korean Government's
continued efforts for the peaceful unification of
Korea. And allow me to take this occasion to
express my sincere gratitude for your valuable
initiative and contributions in this regard.

The exposition of Korean question in the
Chairman's summary with the presence of seven
leaders provides a source of encouragement to me
and the Korean people in our national pursuit of
reducing tensions and peaceful unification through
direct dialogue between the two parts of Korea,
and through successful hosting of Seoul Olympiad
in 1988.

Recalling with great pleasure our useful
meeting in Seoul, I wish you the best of health
and every success in your efforts.

/s/ Chun Doo Hwan

The Right Honourable
Margaret Thatcher
Prime Minister of the United Kingdom of
Great Britain and Northern Ireland
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Tokyo Economic Summit

Tokyo Economic Summit

3.44 pm

The Prime Minister (Mrs. Margaret Thatcher):
With permission, Mr. Speaker, I shall make a statement
on the economic summit held in Tokyo on 4-6 May at
which I was accompanied by my right hon. and learned
Friend the Secretary of State for Foreign and
Commonwealth Affairs and my right hon. Friend the
Chancellor of the Exchequer. Copies of the statements
issued by the summit have been placed in the Library of
the House.

The summit dealt with five principal issues:
international terrorism, the Soviet nuclear accident,
economic policy, protectionism and agriculture.

On international terrorism, we specified a number of
measures which each of us resolved to apply in our own
jurisdiction and agreed to encourage others to apply as
widely as possible. The measures are: refusal to export
arms to states which can be clearly shown to be involved
in sponsoring or supporting terrorism; strict limits on the
size of the diplomatic and consular missions of such states,
controls on the travel of their members and radical
reductions or closure of their missions where appropriate;
denial of entry to all our countries for persons who have
been expelled or excluded from any one of them for
reasons connected with terrorism; improved extradition
procedures in order to bring suspected terrorists to trial;
stricter immigration and visa requirements in respect of
nationals of states responsible for terrorism; and the
closest possible bilateral and multilateral co-operation
between police and security organisations in the fight
against terrorism. We also agreed to consider together any
further measures which may be needed.

Our statement will be a clear signal that the summit
nations will not tolerate state-sponsored terrorism and it
will bring home to those who practise such terrorism the
heavy costs which they will incur. Terrorism must be
resisted, not appeased.

We examined the implications of the accident at the
Chernobyl nuclear power station. We expressed our
sympathy for those affected and offered any assistance that
might be requested. Our statement recorded our continuing
confidence in a properiy managed nuclear power industry,
that is, one which sets the highest possible standards of
safety in the design, manufacture, operation and
maintenance of nuclear installations. Each country has a
responsibility to adhere to those standards, both to its
citizens and to the wider community. Each country also
has a responsibility to provide promptly detailed and
complete information on nuclear emergencies, especially
those with consequences across national frontiers.

We therefore recommended that an international
convention should be drawn up, as soon as possible, which
would commit the parties to report and exchange
information in the event of nuclear emergencies.

In our discussion of economic matters, we noted that
the economies of the industrialised countries are now in
their fourth year of expansion, that in all our countries the
rate of inflation has been declining; that this decline, in
conjunction with continuing prudent fiscal and monetary
policies, has created the conditions for lower interest rates;
and that there has been a significant shift in the pattern of
exchange rates which better reflects fundamental
economic conditions.
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We agreed that the recent decline in oil prices would
help to sustain non-inflationary growth and increase the
volume of world trade.

We established new arrangements between the seven
summit countries to make economic co-operation more
effective.

We recognised that the world economy still faced a
number of difficult challenges.

Although we have had some success in creating new
jobs to meet additions to the labour market, unemployment
remains excessively high in many of the summit countries.
Other persistent problems are large budgetary deficits and
trade imbalances, protectionist pressures and the
continuing difficulties of many developing countries and
severe debt problems for some.

But overall we agreed that developments since our last
meeting in Bonn have demonstrated the effectiveness of
our policies; and that continuation of them will enhance
the prospects for, and confidence in, the future of the
world economy.

In dealing with protectionism, we reiterated our support
for the early launching of a new round of multilateral trade
negotiations in the GATT and looked for decisive progress
at the ministerial meeting already scheduled for
September.

We also proposed that the new round should among
other things address the issues of trade in services, foreign
direct investment and intellectual property rights. I believe
that this last point will be especially welcomed by the
many British companies which have seen their copyrights
and patents blatantly disregarded.

In our discussions on agriculture, so important to the
well-being of our rural communities, we considered in
particular the consequencies of world-wide agricultural
surpluses. These have arisen as -a result of technological
change and of long-standing policies of domestic subsidy
and protection in all the summit countries. We recognised
that the existence of these surpluses and efforts to dispose
of them harm the economies of certain developing
countries and aggravate the risk of wider protectionist
pressures. We agreed that, as these concerns were
common to all summit countries, they could be resolved
only by effective co-operation between us; they cannot be
solved by competitive subsidies and protection.

We discussed a considerable number of other issues
including East-West relations and arms control, the middle
east, South Africa and the need to maintain the momentum
of international action against traffic in drugs, following
up the initiative taken by the United Kingdom at the Bonn
economic summit last year.

I should like to pay tribute to the skilful and effective
chairmanship of the Japanese Prime Minister, Mr.
Nakasone, which contributed greatly to the success of the
meeting. z

The hallmarks of this summit were unity and
confidence: unity in our determination to see that those
who practise state terrorism do not succeed; confidence
that our economic policies are right and will bring greater
prosperity to our peoples. The United Kingdom was able
to play a prominent role in achieving these results and in
ensuring a valuable, constructive and forward-looking
summit.

Mr. Neil Kinnock (Islwyn): May I first endorse the
general view expressed by the summit seven on the
implications of the disaster at Chernobyl? May I also
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Mr. Charles Kennedy (Ross, Cromarty and Skye): I
endorse entirely the Minister’s sensible view that the
spreading of unnecessary public alarm should not be
encouraged by this House. However, his response to the
hon. Member for City of Durham (Mr. Hughes) did not
go as far as it ought to go towards achieving that very
reasonable objective, for the simple reason that it made it
clear that there is a loophole that has not been filled. Are
the Government unable to do anything else to reassure the
British public that the loophole through East Germany is
not one from which this country may suffer?

Mr. Eggar: There is no loophole. First, the German
Democratic Republic falls without the 1,000 km area.
Secondly, if such imports were routed through East
Germany from other COMECON countries, there would
be a duty on the West German authorities to make sure that
the origins were checked.

Sir William Clark (Croydon, South): If there were
direct exports from East Germany to this country, how
should we be able to stop them? Why is it not possible for
this country to act unilaterally, without waiting for our
EEC partners, and impose a ban at once?

Mr. Eggar: We are talking about a ban that is to come
into effect on Saturday. Very stringent checks are already
being made on fresh foodstuffs, including foodstuffs that
are not included on the Community’s list. As to the
possibility of direct exports of listed foodstuffs to this
country from East Germany, we have the same obligation
as the West German authorities to ensure that they meet
the criteria.

Mr. Robert Jackson (Wantage): Does my hon. Friend
agree that the West German Government would not have
agreed to this procedure if they were not satisfied that they
would be able to check the origin of the goods entering
their country?

Mr. Eggar: I agree entirely with my hon. Friend. The
European Community was convinced at its meeting earlier
this week that it was practicable to introduce these
measures.

Mr. Brynmor John (Pontypridd): In view of the
acrimonious discussions at official level, is the Minister
satisfied that the Government of every country will agree
to this ban? Will he also reconsider the loophole that has
been discovered relating to imports from East Germany?
How will the Government of West Germany know whether
food routed through East Germany is East German in
origin? They will have only the word of another
Government to go on. It is not fair to the Government of
West Germany.

Mr. Eggar:
discussions to which the hon. Gentleman has referred.
[Interruption.] If the hon. Gentleman relies upon the
Financial Times, he ought to have more impeccable
sources. If the West German Government are convinced
that they can introduce the necessary measures to ensure
that the ban is followed through, we should have no reason
to doubt them.
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I am unaware of the acrimonious
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Mr. Nicholas Baker (Dorset, North): On a point of
order, Mr. Speaker. Today is the latest in a succession of
days when the Deliverer of the Vote has failed to deliver
the Vote bundle to a number of right hon. and hon.
Members. I wonder whether this is a matter which I ought
to raise with you, Mr. Speaker. The Deliverer of the Vote
has made the excuse that there is staff sickness. He seems
to be unaware of the inadequacies of the postal service. I
am wondering whether something could be done to ensure
that the Vote bundle is delivered promptly.

Mr. Speaker: I shall look into the matter while the
Prime Minister is making her statement. If the hon.
Gentleman will raise the matter again at the end of her
statement, I shall deal with it.

Later—

Mr. Baker: On a point of order, Mr. Speaker.

Mr. Speaker: Does the hon. Gentleman wish to make
the point again, or may I deal with it straight away?

Mr. Baker: I wish to apologise to you, Mr. Speaker,
for not having given you notice of it. I do not expect an
answer now, but I ask you to look into the matter.

This is the last of a large number of days on which many
of us have received our parliamentary papers late. I am
collecting the notes which the Deliverer issues. He says
that staff sickness is the cause of the late delivery. I
wonder whether alternative arrangements could be made.
I wish to place on record the fact that sadly the post, which
is the alternative method of getting the papers to many of
us which he uses is simply not up to it these days. It no
longer delivers papers the day after posting. I should be
grateful if arrangements could be made for prompt
delivery of the papers.

Mr. Speaker: When the hon. Gentleman raised the
matter earlier, I undertook to look into it, and I have done
so. I understand that the standard of service provided by
the Deliverer of the Vote in recent days has deteriorated
somewhat.

[ am informed that there has been sickness among the
staff concerned which made it impossible to maintain the
standard of service which is normally provided. It is
expected that full service will be restored next week.

I regret the inconvenience that has been caused to the
hon. Gentleman and to other hon. Members. I shall look
again at what the hon. Gentleman has said about the bad
service continuing over a longer period.
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express the hope that each country will rigorously adhere
to the statements on high standards of safety, candid
information and an effective response to emergencies,
both domestically and internationally? Even though I
appreciate the impediments, may I particularly support the
efforts to secure an international convention committing
countries that produce nuclear energy to report and
exchange information?

On economic matters, the summit statement surpasses
all previous statements in its self-satisfied complacency.
In so far as some significant action was proposed, why did
not the Prime Minister support the attempts of the United
States Treasury Secretary, James Baker, to secure some
real co-ordination in the international trade and financial
system? Is an annual meeting between seven Finance
Ministers simply to “review” performance, as the
statement puts it, not a pathetically inadequate response to
the need for international co-operation and co-ordination
to combat unemployment and under-development?

I am sure that the whole House will recognise the
general worthiness of the summit statement on terrorism.
However, does not the view of the Japanese Government,
that the implementation of the statement on terrorism
“is a matter left for each country’s judgment”
and
“there is virtually no measure which Japan should take in a
concrete way"”
somewhat reduce the validity of that declaration on
terrorism?

What is the Prime Minister’s response to the post
summit statements of both President Reagan and Vice
President Bush concerning Syria? Does she agree with
Signor Craxi that military action is “precluded” by the
Tokyo agreement? Can the right hon. Lady clear up the
confusion that obviously exists on this vital question
among the Japanese, the Italians and the Americans, since
they obviously hold different views about what “mission
accomplished” actually means?

Frankly, if the permissive and vague statement on
terrorism was supposed to be the great achievement of last
weekend in Tokyo, this summit reached new levels of
stagnation, selfishness and superficiality.

The Prime Minister: Whatever the right hon.
Gentleman says, he cannot detract from the great success
of the summit, which was recognised by those there and
almost universally. I found his statement excessively
banal.

I am grateful to the right hon. Gentleman for what he
said about the Chernobyl nuclear accident. I think that he
endorsed what the summit said about it.

With regard to international co-operation on monetary
matters and the world economy, we worked very closely
with Secretary Baker, and my right hon. Friend the
Chancellor of the Exchequer and we have worked closely
together throughout the year. There have been excellent
results from that co-operation and from the summit.

There is a very clear declaration on terroristh, to which
all summit countries are committed. We shall obviously
be monitoring its application.

With regard to any other countries which may or may
not seem to exercise state-sponsored terrorism, we shall
have to consider this when and if we have evidence which
clearly means that they are involved in state-sponsored
terrorism. There would have to be consultation among the
summit seven to apply sanctions to any other country.
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Sir Frederic Bennett (Torbay): In respect of the
terrorist document, the Prime Minister has been among the
first to realise that an essential element in the long-term
treatment of the matter will be to obtain an agreement on
the ground of extradition and somehow to co-ordinate
extradition laws so that people cannot escape responsibility
for terrorism by opposing extradition on political grounds.
Although the Prime Minister obviously could not obtain
immediate results, did she find a generally sympathetic
attitude towards the idea that this will be an essential
feature in the conquest of terrorism?

The Prime Minister: Yes, Mr. Speaker. Improved
extradition procedures were one factor which was
highlighted by the summit countries. My right hon. Friend
is aware that we are looking to improve our extradition
procedures because they are not sufficient to enable us to
ratify some European conventions. We have published our
intentions in a White Paper and measures will come
forward in the Criminal Justice Bill next Session.

Mr. Roy Jenkins (Glasgow, Hillhead): What has made
the Prime Minister so much more enthusiastic about
summits than she was seven years ago, especially since the
1979 Tokyo communiqué was rather more precise on this
subject than is the present communiqué? What is her
position on exchange rates? Does she agree with Mr.
James Baker that this is the most important development
since the end of Bretton Woods, or was she correctly
reported as expressing complete scepticism about the
ability to achieve any stability in exchange rates?

The Prime Minister: As the right hon. Gentleman will
be aware, I prefer summits which meet only once a year
to those that meet three times a year. In Europe, we no
longer meet three times a year, as we did when he was
President of the EEC. It has been reduced to twice a year,
which most people would agree is a great improvement
and is about the right number.

The right hon. Gentleman will recall the previous
Tokyo summit in 1979, which dealt with oil imports. It
was not the world’s most successful summit either in its
conclusions or in its unity.

Thr right hon. Gentleman would be the first to know
that there can be no such thing as a universal fixed
exchange rate for all countries unless all of them run their
economies in the same way. Even then, the exchange rate
could be badly upset by sudden events such as increases
or reductions in oil prices. He would be the first to know
why the Bretton Woods system broke down and the first
to be aware that, for the time being, the G5 countries have
what could be called a managed float. It can be managed
only because the yen and the dollar got wholly out of line
with the underlying factors in their economies. Therefore,
the measures taken are meant to bring them more into line
with the underlying economic strength of both countries.

Sir Antony Buck (Colchester, North): Is my right hon.
Friend aware that all responsible Members on both sides
of the House will welcome what she has said about the
international agreement to combat the scourge of
international terrorism? Can she say a few more words
about what is proposed for the future? Will she be a little
more specific about the further measures to be considered?

The Prime Minister: A number of proposals were
made for further measures varying from completely
excluding—as we have done—Libyan people’s bureaux
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from countries, instead of reducing them, to taking sterner
measures to reduce the amount of oil which we take from
Libya. Those matters will be further considered among us
and, if necessary, further recommendations will be made.

Mr. Willie W. Hamilton (Fife, Central): As for
protectionism, does the Prime Minister remember that,
some months ago, she and other Ministers promised the
country thousands of jobs and contracts arising from the
star wars project? She must have known then that America
operates enormous protéctionism which would prevent our
getting more than a minimal number of jobs. Was that
matter raised at Tokyo and if so, with what results?

The Prime Minister: Our scientists and companies
will compete for SDI contracts in the usual way. The hon.
Gentleman will be aware that we have some specialists in
certain aspects of SDI work who stand a very good chance
of getting more contracts.

Mr. David Crouch (Canterbury): May I remind my
right hon. Friend of the world-wide condemnation of the
Soviet Union for not notifying the world immediately of
the disaster at Chernobyl? I welcome her statement from
the summit that assistance will be offered to the Soviet
Union in the wake of the disaster. Is that assistance without
conditions?

The Prime Minister: We recommend that, through the
International Atomic Energy Agency, we should set up a
more effective code for notification in such circumstances,
which we obviously hope will not occur again.
Nevertheless, it would be better to have a proper
convention. We shall respond to any request for
assistance. We have responded in so far as we have been
asked, and, as far as I am aware, no conditions are
attached to our offer. We intend and want to be as helpful
as possible in these circumstances.

Mr. Tony Benn (Chesterfield): Did the Prime Minister
raise with President Mitterand the French terrorist attack
in New Zealand when two Greenpeace crew members
were killed by French agents, especially as the purpose of
the Greenpeace mission was to draw the world’s attention
to the effects in the Pacific of French nuclear tests?

Has the right hon. Lady considered making available
to the Soviet Union the food surpluses in the Common
Market as their food supplies have been badly affected by
the tragedy at Chernobyl?

The Prime Minister: I did not discuss the Greenpeace
matter in New Zealand wih the French President. The right
hon. Gentleman will be aware that France has apologised
for the incident and is anxious to do as much as it can to
clear up any outstanding issues with New Zealand.

As for food surpluses, the right hon. Gentleman will be
aware that they regularly find their way to the Soviet
Union. Indeed, I am often questioned in the House about
the cheap rates at which they go to the Soviet Union.

Mr. Roger Sims (Chislehurst): Is my right hon. Friend
aware that her robust approach to the Japanese regarding
discriminatory tariffs on Scotch whisky was much
admired? How optimistic is she that her efforts have borne
fruit? Did she have the opportunity to raise with President
Reagan the threat of increased tariffs on Scotch whisky in
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the United States, bearing in mind the fact that Scotch
whisky is one of our most successful and important
exports?

The Prime Minister: My hon. Friend knows that I
tackled Prime Minister Nakasone about the enormously
high tax that the Japanese put on Scotch whisky, which I
regard as thoroughly discriminating and something of a
test of whether the Japanese are really prepared to accept
more imports to go a little way to redress their colossal
external balance of trade. I made the same point to the
President of the United States, because the matter has been
raised in connection with the enlargement of the European
Community. I said that I thought that it would be utterly
wrong if any unilateral retaliation were taken. There must
be discussion in GATT, if anywhere, and I hope that no
action whatever will be taken against Scotch whisky.

Mr. Reg Freeson (Brent, East): Will the Prime
Minister be a little more specific about the impact of the
statement on co-operation against international terrorism?
Is there to be increased funding for Interpol, which is short
of resources? Are there to be any moves towards economic
sanctions, following the example of the United States
requesting the withdrawal of oil investments in Libya?

[s there to be any cut in arms trading to north Africa,
Africa generally and the middle east? Was any
consideration given to Mr. Peres’ recent proposal for
regional development plans for the middle east, which
would do more than anything else to reduce instability and
the threats of war and violence there?

The Prime Minister: With regard to Interpol, I am not
aware of any shortage of resources as, we intend to

maximise co-operation. If there is a shortage, we must
consider that. The right hon. Gentleman is aware that we
do our level best to ensure that the police in Britain have
the resources that they need. That would include co-
operation between our police forces and others.

There is no embargo on oil in this communiqué, but the
matter was discussed and could be considered further. As
I said in my initial reply, we agreed on a refusal to export
arms to states which sponsor or support terrorism. No
doubt the Peres economic programmes would be of great
help to some countries in the middle east, but they are no
substitute for a political initiative.

Sir Peter Tapsell (East Lindsey): When my right hon.
Friend discussed British and other exports to Japan with
the Japanese Prime Minister, did she say that, in addition
to the unreasonably high import duties that they impose,
despite their vast trading surplus, their retail system and
specially elaborate method of mark-ups on imported goods
which could possibly compete with Japanese-produced
goods are deliberately designed to make it impossible for
us to have a fair trading relationship with a country that
we all very much admire?

The Prime Minister: I agree with my hon. Friend.
Their retail system is grossly inefficient. However good
might be the product that we are able to export to Japan,
it cannot go into anything like as effective a retail
distribution system as we have. We have raised this matter
many times. Their distribution system is inefficient and
grossly overmanned. I am afraid that it is a cultural
problem and will take quite a long time to redress.

Mr. Clive Soley (Hammersmith): Earlier the Prime
Minister justified the use of terrorism against Nicaragua on
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the ground that the regime has become even more
authoritian. Does she not realise that she has opened the
door to any group of people who, on losing an election,
choose to move outside the borders of their country and
seek the finance, training and weapons of a neighbouring
power to carry on their campaign against their country,
using the methods of terror? Does she not realise that she
is making the matter worse?

Tokyo Economic Summit

The Prime Minister: At no time did I justify the use
of terrorism. I said that we support the Contadora process,
which is a peaceful process. I noted in passing that the
regime in Nicaragua is becoming more oppressive. Both
of those are facts and do not warrant the premise on which
the hon. Gentleman’s question was based.

Mr. Dennis Walters (Westbury): Is my right hon.
Friend satisfied that sufficient progress was made in
agreeing what steps are necessary to deal with the
problems underlying terrorism, such as a serious new
peace initiative in the middle east?

The Prime Minister: Foreign Ministers discussed the
middle east. I agree with my hon. Friend. We are anxious
that there is no new political initiative. We want there to
be one. Several have collapsed and it is extremely difficult
to find one that will be successful. We shall continue the
search. My hon. Friend knows that I shall visit Israel later
this summer—if we can call it summer—and we will do
what we can to consider the matter before then.

Mr. D. N. Campbell-Savours (Workington): Can Mr.
Reagan take unilateral action against Syria now, in the
light of discussions with the Prime Minister?

As for kidnap insurance and the Government’s apparent
desire to clamp down on these matters, did the Prime
Minister raise the issue with other Heads of State? What
was resolved, or does she intend to turn a blind eye?

The Prime Minister: The communiqué mentions
Libya, but it does not mention any other state. If it applied
to any other state we should have to have evidence that the
terrorism was state sponsored, similar to that in regard to
Libya.

The hon. Gentleman knows that my right hon. Friend
the Home Secretary is considering the question of kidnap
insurance. Several insurance companies in Britain and
other countries supply kidnap insurance. We have to
consider the matter on a rather more unilateral basis.

Mr. Alan Howarth (Stratford-on-Avon): I welcome
the economic declaration which discusses the international
debt problem and my right hon. Friend’s mention of that
problem in her statement. Was consideration given at
Tokyo to any specific initiative in relation to the
deterioriating debt-export ratio of some developing
countries, which are particularly dependent on the export
of oil or other commodities?

The Prime Minister: No, we did not go beyond the
previous ways of dealing with international debt, which
are on a case-by-case basis. We are aware that, whereas
for some countries a falling oil price has been very helpful
in enabling them to meet their debt obligations, there are
countries where it has been very damaging and those
countries may need more help to meet their debts. My hon.
Friend will be aware of the Baker initiative in Seoul.

Mr. Michael Foot (Blaenau Gwent): Why is the right
hon. Lady so sensitive about the accusation that she turns
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a blind eye to terrorist methods when they are used against
the Government of Nicaragua? Did she insist on discussing
that matter with President Reagan, who is, in fact,
engaged in supporting terrorist action against the
Government of Nicaragua? Strong support is given in the
communiqué on terrorism, which she praises so highly, to
the demand that action should be taken, especially through
the United Nations. Does that mean that she and President
Reagan have now repented for the raid on Tripoli which
was made in defiance of, and certainly not in concert with,
the United Nations?

The Prime Minister: With regard to Nicaragua, I
made it perfectly clear that Foreign Ministers and we
support the Contadora process. With regard to terrorism
and the action of the United Nations, the right hon.
Gentleman will be aware of the resolutions of the United
Nations General Assembly and the statement from the
Security Council which all condemn terrorism most
vigorously. The right hon. Gentleman will also be aware
that the United Nations is not a body which can take or has
taken any effective action in that regard.

Mr. Tom Sackville (Bolton, West): Is my right hon.
Friend aware that many of us welcome the inclusion of the
problem of drug abuse on the summit agenda again this
year? Is she aware that since the previous summit
conditions are still very bad and the younger generation of
this country are probably as much at risk, if not more than
last year, and that there is still a great deal to be done?

The Prime Minister: As a result of the action at the
previous summit, we have received a report on drugs
during the year. My hon. Friend is aware that we are taking
action in our own countries. He will know what is being
done here, and I am sure that he will applaud it and the
work of the Home Office. We are also taking international
action to see whether we can obtain intelligence of cargoes
that would be coming to this country. We have a number
of Customs officers in other locations in the world where
drugs are produced, and that is proving very effective. My
hon. Friend will also know that many drugs have been
seized at London airport. I do not say that complacently
because we must continue with our plans and activities
most vigorously because this is a terrible trade.

Mr. John Hume (Foyle): Did the Prime Minister find
any support at the summit for the view that the risk of a
single accident in a century at a nuclear power station, with
all its alarming consequences—a risk which is obviously
very high — removes all justification for the use of
nuclear power?

The Prime Minister: No. I do not think that the hon.
Gentleman or any other hon. Member can do other than
accept the fact that in this country civil nuclear power has
an excellent record. There has been no fatal accident. It
is a vigorous industry and, provided that we keep up our
careful monitoring of design, manufacture, operational
work and maintenance and our excellent nuclear
inspectorate, we can continue to have confidence in that
industry, which was born in this country.

Mr. Nicholas Baker (Dorset, North): Is my right hon.
Friend aware of the general welcome for the statement
about co-operation in relation to international terrorism?
Does she agree that had she not taken the action to support
the Americans in their moves against Libya the present
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international agreement about international terrorism,
limited but welcome though it is, is unlikely to have been
made?

The Prime Minister: Had we left things as they were
with the proposed statement at the beginning, it would
have been grossly inadequate and it would have been seen
to have been grossly inadequate. We felt that it was
important that we should take more peaceful ways to try
to combat terrorism and that we should enumerate those,
not just have a general statement, and that we should be
seen to be prepared to take further measures. It was as a
result of the action of this country that we got that
statement in the end from a totally united set of summit
countries.

Mr. James Wallace (Orkney and Shetland): Does not
the Prime Minister think that many in the House will find
it surprising that there was no indication in her statement
that the problems of world hunger and development had
been discussed, let alone any positive action proposed to
alleviate the hunger of one starving child? Does she not
think that, whatever other important matters should appear
on the agenda at such meetings, the fundamental problems
of world hunger and development should appear
automatically when the leaders of the world’s richest
nations meet?

The Prime Minister: Yes. If the hon. Gentleman looks
through the economic communique he will find the matter
referred to. He will find Africa singled out for special
attention, as he would expect, and he will also find that

we discussed the replenishment of the IDA funds which
are at present under consideration. The hon. Gentleman
will not find a particular sum mentioned except that we
agree that there must be a substantial replenishment. He
will know that this country is prepared to play its full part
in that and I believe that other summit countries will do
the same.

Several Hon. Members rose——

Mr. Speaker: Order. I shall allow a further five
minutes for questions, then we must move on.

Mr. Jonathan Aitken (Thanet, South): I congratulate
my right hon. Friend on her achievements at the summit.
However, was she not somewhat dismayed by how
difficult it proved to be to persuade the French President
to agree to the robust wording of the communiqie on
terrorism? Did she notice the admiring published comment
of the United States Secretary of State in that context? He
said:

“Margaret really wrestled Old Francois to the mat on this
one.”

Will that sort of wrestling have to continue in order to keep

the EEC sound on terrorism?

The Prime Minister: I deny that absolutely. It was
realised that we took a robust line on terrorism and on
enumerating and detailing more peaceful measures, and
that was right. Gradually other summit countries came
along and we added further things to the communiqte. In
the end, we had considerable co-operation from all summit
countries and the entire communiqie was agreed.

Mr. Frank Cook (Stockton, North): Will the Prime
Minister tell the House whether, as a result of her
economic discussions, she is to be allowed to lift the
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pressure of economic terrorism perpetrated against New
Zealand because of its refusal to have nuclear weapons
within its waters?

The Prime Minister: We have difficulty with our
naval ships entering New Zealand ports because of
conditions it has laid down. The Prime Minister of New
Zealand is very much aware of that. I have also told the
Prime Minister of New Zealand that we shall continue to
fight in this country for a fair deal for New Zealand in the
Community because we know very well that many of its
products, especially lamb and butter, are vital to the future
of its economy.

Mr. Nigel Forman (Carshalton and Wallington): Since
point 9 of the official communiqué committed the summit
leaders to maintain and, where appropriate, expand
official financial flows to the developing countries, what
consequences for United Kingdom policy does my right
hon. Friend see flowing from that commitment?

The Prime Minister: When my hon. Friend asked that
queston it so happened that I had the economic
communiqué open at that page. It says that private
financial flows will continue to play a major part in
providing for their development needs. That is correct, and
my hon. Friend is aware that we have constantly
emphasised that such financial flows are very valuable to
the developing countries. We also insist that in the GATT
trade round we must consider the rules for direct foreign
investment in other countries as that can be very helpful
to those countries. We also hope that the private financial
flows from this country, which fell a little last year, will
increase once again.

Mr. Dennis Skinner (Bolsover): Is the Prime Minister
aware that, by and large, the British people will see
through the hypocrisy of the so-called statement against
terrorism, robust though she declares it to be, in the
absence of any action to be taken by the Government
against the British banks trading with Libya? Did she, for
instance, put forward a simple proposition that, in order
to combat terrorism, she would be calling upon all the
Tory Members who hold directorships with companies
trading with Libya to give up those directorships? Did she
say, for instance, that she sent a letter to.the chairman of
the Tory party telling him that, if money for Tory party
funds was received from companies that are trading with
Libya, it should be sent back? Unless she does things such
as that, the British people will see through the hypocrisy
and understand that this Prime Minister is more concerned
with making profit and less concerned with the lives of
innocent men, women and children in Libya or elsewhere.

The Prime Minister: Perhaps the hon. Gentleman will
recall the actions of the NUM in trying to get help from
Libya.

Mr. Ivor Stanbrook (Orpington): In view of the
specific nature of some of the decisions made, is not a
weakness of the summit system the fact that there is no
continuing organisation to implement decisions? After all,
is it good enough that there should be meetings at intervals
but nothing in between to ensure that the decisions are
carried out, co-ordinated and monitored?

The Prime Minister: I am aware of the point that my
hon. Friend raises. We attempted to do something about
it in relation to the economic side of summit life. He will
see from the communiqué that in certain circumstances the




A Tokyo Economic Summit

five nations that call themselves G5 are to meet at all seven
summit countries — which call themselves G7 — on
economic and exchange matters. I believe that that is a
great improvement that will help. We are also aware that
it would be advisable if from time to time in the interim
the Foreign Ministers met, because this is one of the few
organisations that girdles the world in its membership.
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4.21 pm

The Lord Privy Seal and Leader of the House of
Commons (Mr. John Biffen): I should like, Mr. Speaker,
to make a statement about the business for next week:

MoONDAY 12 MAY — Until seven o’clock private
Members’ motions.

Motion for the Spring Adjournment.

TuUEeSDAY 13 MAY—There will be a debate on civil
nuclear matters. The debate will arise on a motion which
will invite the House to approve the Government’s first
stage response to the first report of the Select Committee
on the Environment 1985-86 on Radioactve Waste (HoC
Paper No. 191). :

Motion on the Hong Kong (British Nationality) Order.

WEDNESDAY 14 MAY—Progress on remaining stages of
the Wages Bill.

There will be a debate on EC documents relating to
Equal treatment for men and women. Details of the
documents concerned will be given in the Official Report.

THURSDAY 15 MAay—Conclusion of remaining stages
of the Wages Bill.

FRIDAY 16 MAY—Private Members’ motions.

MONDAY 19 MAY—Progress on remaining stages of the
Social Security Bill (1st Allotted Day).

The House will wish to know Mr. Speaker that it will
be proposed that the House should rise for the Spring
Adjournment on Friday 23 May until Tuesday 3 June.
[Debate on Wednesday 14 May
Relevant European Documents

(a) 6871/83 Social security schemes: equal
treatment for men and women
Equal treatment for men and
women in self-employed occupa-

tions
Equal opportunities for women

(b) 5825/1/84

(c) 4118/86

Relevant Reports of European Legislation Committee
(a) HC 78-xi (1983-84) para 1
(b) HC 78-xxxii (1983-84), para 1
(¢) HC 21-xii (1985-86), para 2]

Mr. Neil Kinnock (Islwyn): [ am grateful to the right
hon. Gentleman for that statement. I also thank him for
responding to my request last week for an early debate on
civil nuclear matters. In view of the recently increased
possibility of a decision by the United States
Administration that would allow the deployment of United
States’ binary chemical weapons in Britain, will the
Leader of the House allocate Government time soon so
that the House can debate the matter fully before any final
decision is taken?

In view of the fact that the major anxieties facing the
arts following the abolition of the GLC and the
metropolitan counties have still not been resolved, will the
right hon. Gentleman ensure that a full day’s debate on the
arts is provided as soon as possible?

Last week, the right hon. Gentleman recognised the
need for a wideranging debate on foreign affairs. That
need increases—indeed, intensifies—when we hear, as
we did this afternoon, that the Prime Minister apparently
believes that the Contra terrorists, with President Reagan’s
support, are killing innocent adults and children in central
America in order to save Nicaragua for democracy. If it
is not possible before the Withsun recess to have a debate
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on foreign affairs, can the Leader of the House give a
guarantee that such a debate will be held as soon as
possible after the House resumes on 3 June? Will he also
ensure that it will be a two-day debate, as a large number
of issues need to be attended to?

I have no doubt that the right hon. Gentleman will join
me in expressing sorrow at the death of Manny Shinwell.
It can truly be said that Manny used the House of
Commons in the most robust fashion and that he enhanced
its standing as the democratic forum of the nation. I am
sure that the whole House will join me in paying tribute
to Manny and to his remarkable parliamentary career in
both Houses of Parliament— [HoN. MEMBERS: “Hear,
hear.”]

Mr. Biffen: I thank the right hon. Gentleman
particularly for his remarks about Emmanuel Shinwell. I
counted it a very great privilege to have been in this House
for a period during which I shared common membership
with him. He was one of those compelling characters who
combined a good appetite for both dissent and loyalty.
That made him a person of great distinction within the
Labour movement, and I am happy to pay my respects
across the Floor of the House. In so doing, I believe that
I communicate the respects of all quarters.

I thank the right hon. Gentleman for his comments
about the nuclear debate that we have arranged. I note
what he said about prospective developments in American
defence policy in relation to chemical weapons, and I shall
bear that in mind. Obviously, we can consider this through
the usual channels, but perhaps it might also be related to
the debate that we shall have in due course on the defence
White Paper, once we have had the opportunity of
considering the observations of the Select Committee.

Again through the usual channels, perhaps we can
consider the arts as a topic for a debate, but in the
meantime I remind the right hon. Gentleman that there will
be arts questions on Monday.

I accept, as I do every week, the great and compelling
need for a debate on foreign affairs. I realise that the right
hon. Gentleman is raising the ante somewhat by
suggesting a two-day debate. Let us look at the matter
through the usual channels to see where it can be arranged
at a time that is to the general convenience of the House.

Mr. Harry Greenway (Ealing, North): What will be
the motion for the debate on civil nuclear matters? Will
it enable hon. Members to raise the need for an
international standard of safety in civil nuclear
installations, bearing in mind the very serious disparity
between safety standards in this country and at Chernobyl?
Is not it absurd that we can have such high safety standards
in this country and that the population can still be
threatened by the sort of tragedy that has happened at
Chernobyl?

Mr. Biffen: I very much hope that the motion can be
tabled shortly, and the intention is that it should be drawn
most widely indeed in view of recent circumstances. It
would not be appropriate for me to anticipate what would
or would not be in order, but I do not think that my hon.
Friend will be disappointed when he sees the terms of the
motion.
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Mr. J. Enoch Powell (South Down): On Tuesday, will
arrangements be made to ensure that there is adequate time
to debate the Hong Kong order?

Mr. Biffen: At present, the motion would mean a one-
and-a-half hour debate, but if there is concern to have the
matter reconsidered through the usual channels, we would
be prepared to accept that.

Mr. Humfrey Malins (Croydon, North-West): With
regard to the report of the Privileges Committee on the
complaint by the Select Committee on the Environment,
can my right hon. Friend indicate when this matter might
be debated in the House?

Mr. Biffen: I underline what my right hon. Friend the
Prime Minister has said—that in every sense this is a
straightforward House of Commons occasion. None the
less, I think that the House would like to have this matter
resolved fairly speedily, and I hope that a debate can be
arranged before we go into the Whitsun recess.

Mr. John Ryman (Blyth Valley): Will the Leader of
the House consider regional policy for the north-east,
bearing in mind the Government’s appalling record of
neglect in that region and the need to protect workers in
factories where the management obtain some regional aid
and then disappear, leaving many workers unpaid and
without apparent legal remedies through the absence of a
receivership?

Is he aware, for example, that a firm called Para-pace
Ltd., of Cramlington in my constituency, has had 40
workers left high and dry by a management which has
done a moonlight flit, and there is no remedy that the

Department of Trade and Industry can offer to these
workers because there has been no receivership? They are
all owed money and can do nothing about it. Will the right
hon. Gentleman seriously look at the question of regional
aid in the north-east?

Mr. Biffen: I am sure that the hon. Gentleman will
appreciate that there is a debate on one aspect of regional
policy next week, although I do not think that it will help
the particular point that he has in mind. What I would like
to suggest, therefore, is that he use his chance in the
motion that we will be debating on Monday for the Spring
Adjournment.

Mr. Roger Gale (Thanet, North): My right hon. Friend
will have heard the discussions on tourism during Prime
Minister’s Questions and will be aware of the importance
that the Prime Minister attaches to the job creation
prospects for that industry. He will also be aware of the
very grave concern recently expressed over the loss of
tourists this year, due largely to misapprehensions. My
right hon. Friend will be aware that the tourism industry
has been the subject of only one debate in the entire life
of this Parliament.

In view of recent developments, will my right hon.
Friend seek time for a Government debate on this subject
as soon as possible?

Mr. Biffen: My hon. Friend makes a very precise
point, but I am, by the nature of my task, an unyielding
creature. I have, therefore, to say to him that, in the
circumstances, he too might like to come along on
Monday night when we have the recess Adjournment.

Mr. Tony Benn (Chesterfield): When the House
comes to debate the report of the Privileges Committee,




10 DOWNING STREET

From the Private Secretary

7 May 1986

I enclose a copy of a letter to
the Prime Minister from Herr Helmut Schmidt
and Mr. Takeo Fukuda on behalf of the
Interaction Council enclosing the Council's
Final Statement and asking that the points
mentioned in it should be considered
at the Economic Summit.

The letter asks for comments and
I should be grateful for a draft reply.

C D POWELL

A. C. Galsworthy, Esq., C.M.G.,
Foreign and Commonwealth Office
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(INFO PRIORITY WASHINGTON, PARIS, BONN, UKREP BRUSSELS
WNFO SAVING OTTAWA, THE HAGUE fromi

TOKYO SUMMIT:  «MMEDILATE REACT:IONS (IN JAPAN

ERCs -
SUMMARY
1. THE JAPANESE WERE PLEASED THAT ARRANGEMENTS WENT SMOOTHLY,
THAT JAPAN WAS SEEN TO PLAY AN {IMPORTANT ROLE (N ACHIEVING
JMNTERNAT-TONAL AGREEMENT ON THE MAJOR .SSUES, AND THAT THERE WAS NO
DHRECT CRUTUCHSM OF JAP&N'S TRADING PRACTHCES OR SURPLUSES. BUT
THERE «S DOMEST\C CRITHCHSM OF MR NAKASONE FOR FALLING TO CONVINCE
JAPAN'S PARTNERS OF THE NEED TO HALT THE RJSE OF THE YEN = AND A
DEMAND FOR FURTHER MEASURES TO MITUGATE THE EFFECTS OF THUS.
FEARS ARE EXPRESSED THAT THE NAMING OF L:J4BYA «IN THE STATEMENT ON
TERROR(SM MAY DAMAGE JAPAN'S MiDDLE EAST POLICY. THE RESULT SHOWED
THE WMPORTANCE OF JAPAN'S RELATWONS WITH HER SUMMIT PARTNERS AND
OF WESTERN SOLJDARITY. MR NAKASONE AS CHAJRMAN DESERVES CREDAT FOR
THIS .

DET AL
2. JAPAN'S AIMS GOANG tNTO THE SUMMKT WERE

A, THE SUCCESS OF THE PHYS:#CAL ARRANGEMENTS:

B. CONFURMATUON OF ECONOMIC POLACUHES FOR NON «eNFLATIHONARY GROWTH
AND THE AVOiDANCE OF PROTECTIOMISM AND

C. (LATTERLY) THE AGREEMENT OF THE SEVEN TO WNTERVENE TO PREVENT
FURTHER STEEP RJASE OF THE YEN.

ON ALL BUT THE LATTER THEY SUCCEEDED.

3. THERE «#S RELIEF «N TOKYO THAT THE ARRANGEMENTS FOR THE SUMMAT
WENT SMOOTHLY DESPITE SOME MINOR INTRUSHON FROM THE RADICALS AND
SLIGHTLY INFLEX:}BLE SECURATY ARRANGEMENTS. THE CONFERENCE
ARRANGEMENTS THEMSELVES, WATH ALL BUT THE CLOSEST ADV:I'SERS EXCLUDED
FROM THE CONFERENCE AREA, SEEMED TO WORK WELL.

4, AT HIS PRESS CONFERENCE AFTER THE SUMMIT MR NAKASONE SHARED
THE SAT.ISFACTAON OF HIS COLLEAGUES THAT THE SUMMIT HAD DONE SOME

" tREAL WORK'' AND MADE SOME SUBSTANT(VE ACHIEVEMENTS. ON MACROE-
CONOMIC ISSUES THE JAPANESE ARE PARTJCULARLY HAPPY THAT THE DEBATE
ON TRADE FOCUSSED ON THE REDUCT:ION OF PROTECT.ONISM AND DD NOT
EVOLVE INTO DIRECT CRITIC4HSM OF JAPAN'S TRADE PRACTICES AND SURPLU-
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SES. NONETHELESS, THE GENERAL STATEMENTS ABOUT IMBALANCES, AND THE
NEED FOR STRUCTURAL REFORM, AND THE #MPLILIT MESSAGE :N THE DEBATE
ABOUT THE EXCHANGE RATES WiLL HAVE LEFT THE JAPANESE SUFF|CIENTLY
AMPRESSED BY THE EXPECTATIONS OF HER PARTNERS /IN TH4S REGARD. THE
SETTLEMENT OF THE G5/G7 PROBLEM HAS BEEN LARGELY 4GNORED N LOCAL
COMMENT, W TH ‘INTEREST FOCUSS/ING ON HOW THE ARRANGEMENTS FOR

MON:I TORIING OF ECONOMIC PERFORMANCE AMONG THE SEVEN SUMMAT COUNTRHES
WILL BE TRANSLATED 'INTC PRACT:CE, AND THE IMPLICATIONS OF THIS FOR
JAPAN'S ECONOMIC MANAGEMENT AND THE MANAGEMENT OF EXCHANGE RATES. ‘
THE JAPANESE FEEL THAT THE LANGUAGE OF SUPPORT FOR THE LDCS WH.L
GAAUN JAPAN SOME CREDHT FROM THE AS:HAN CONSTITUENCY. THEY ARE
SIMILARLY PLEASED wiTH THE LANGUAGE ACHJIEVED ON THE LAUNCHJNG OF
THE NEW GATT ROUND.

5. MR NAKASONE WAS QUESTHONED CLOSELY BY THE PRESS ON JAPAN'S
AGREEMENT TO A STATEMENT NAMING L-BYA N THE CONTEXT OF MEASURES
TO PREVENT STATE-SPONSORED TERRORWSM. HE MADE 'IT CLEAR THAT
JAPAN HAD HAD TO FALL uN WiTH A CLEAR MAJORMTY N FAVOUR OF THE
STATEMENT. HE STRESSED THAT THE MEASURES WERE ENTVRELY DEFENSILVE
AND TO BE TAKEN BY EACH COUNTRY ON tTS OWN RESPONS:IBiI LN Y. HE
MAINTAMNED STRONGLY THAT THE STATEMENT WAS 4N NO WAY AMED AT THE
ARAB WORLD #N GENERAL, AND THAT JAPAN'S TRADITIONAL JNDEPENDENT
POLICY TOWARDS THE MIDDLE EAST WOULD CONT!INUE.

Te A SECOND, AND POTENTALLY MORE SIGNFICANT FOCUS OF DOMESTiLC
CRHKTHCASM HAS BEEN THE LACK OF ANY AGREEMENT ON SHORT TERM MEASURES
TO HALT THE RWSE OF THE YEN. MR NAKASONE MAINTAINED THAT THE
REFERENCE N THE COMMUN:IQUE TO THE WH.L/AMSBURG DECLARAT!ION PROV/DED
FOR SINTERVENTHON *'WHEN NECESSARY'' BUT WENT ON TO SAY THAT HE AND
IS COLLEAGUES WOULD NOW GLVE URGENT CONS:DERAT.LON TO NEW MEASURES
TO OFFSET SOME OF THE EFFECTS OF YEN APPRECAHAT:ION UPON (INDUSTRY,,
ESPECHALLY THE SMALL AND MEDHUM SECTOR, AND TO INCREASE DOMEST:C
DEMAND. THE RISE OF THE YEN TO Y165 TO THE DOLLAR DURIING THE
CONFERENCE :#TSELF WAS SEEN AS A REBUFF FOR MR NAKASONE'S

PLANS.

8. THESE H#ITALLY CRIT:HCAL REACTHONS TO THE SUMMIT OUTCOME
REFLECT THE EXPECTATHON OF AN EARLY ATTEMPT BY MR ANKASONE TO
DISSOLVE THE LOWER HOUSE AND THE DESdRE OF THE OPPOSHNG LDP
FACTIONS TO DENY HiM A FREE HAND. MR ABE AND MR TAKESHKTA ARE OF
COURSE ASSOCIATED BOTH WATH THE SUMMIT AND WiTH THE GOVERNMENTS
CURRENT ECONOMIC POL:ICIES. MR NAKASONE SAID THAT HE STILL ATTACHED
JIMPORTANCE TO GETT:ING THE ELECTORAL REFORM BiLL AND A BiLL TO
PRAVAT:HSE THE NAT:/ONAL RAILWAYS THROUGH THE DIET BEFQRE AN ELECTION,
BUT HINTED THAT HiS THOUGHTS WERE NOW TURNING MORE TO DOMESTiC

POL#T.ICAL MATTERS. -~ Vg
CONFIDENTIAL
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9. JAPANESE COMMENTATORS HAVE RECOGN:/SED THE PROMINENT ROLE OF THE
PRIME MiN:ASTER AND THE BRITSH DELEGATlION, ESPECIALLY IN SECURING

A SUBSTANT-AL STATEMENT ON TERROR:{ISM. BUT 'IT «}§ TOO EARLY TO SAY
WHAT THE PUBLAC VERDICT ON THE SUMMIT witL BE, N JAPAN, OR TO ASSES
TS DOMEST4C POLITICAL REPERCUSSIONS. THE PRESS HAVE GENERALLY
CONCLUDED THAT, GIVEN THE ViEWS OF OTHER COUNTR4ES ON BOTH
TERROR:SM AND THE YEN, JAPAN COULD NOT HAVE EXPECTED ANY OTHER
OUTCOME., THE NehHON KE:hZAk SAKD THAT THE R-SE OF THE YEN WAS
WNEVINTABLE GWWEN THE GOVERNMENT'S REFUSAL HWTHERTO TO ADDRESS THE
PROBLEM OF STRUCTURAL «#MBALANCES, AND URGED THE GOVERNMENT TO GET
ON WITH THE TASK. MOST NEWSPAPERS TOOK THE ViEW THAT MR NAKASONE

DikD JAPAN CRED#T BY STEERING THE SUMMIT SUCCESSFULLY TOWARDS
AGREEMENT ON A NUMBER OF MAJOR ISSUES. BUT HIS POL4THCAL RIVALS WILL
TRY TO MAKE CAPTAL BY SUGGESTHNG THAT JAPAN WAS PUSHED ABOUT BY

HER PARTNERS.
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From the Private Secretary 7 May 1986

PRIME MINISTER'S STATEMENT
ON THE TOKYO ECONOMIC SUMMIT

I sent you this morning a draft of the Prime
Minister's statement on the Tokyo Economic
Summit. Since then I have done some further
editing and I enclose a revised version which
I should be grateful if you would substitute
for that issued with my earlier letter.

It will still be helpful to have comments
and supplementaries by 1630 or as soon after
as possible.

I am copying this letter and enclosure to
Rachel Lomax (HM Treasury), Geoff Dart (Department
of Energy), Robin Young (Department of the

Environment) and Michael Stark (Cabinet Office).

(C. D. POWELL)

A. C. Galsworthy, Esq., C.M.G.,
Foreign and Commonwealth Office.
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PRIME MINISTER'S STATEMENT ON THE

TOKYO ECONOMIC SUMMIT




With permission, Mr. Speaker, I shall make a

Copies of

statement on the Economic Summit held in

Tokyo on 4/6 May at which I was

accompanied by my rt. hon. Friends the

Foreign and Commonwealth Secretary and the

Chancellor of the Exchequer.

the statements issued by the Summit have

been placed in the Library of the House.




The Summit dealt with five principal issues;

international terrorism, the Soviet

nuclear accident, economic policy,

protectionism and agriculture.

On international terrorism we agreed a number of

measures which each of us resolved to

apply in our own jurisdictions and to

encourage others to apply as widely as

possible.




The measures are:-

refusal to export arms to states which can

be clearly shown to be involved in

sponsoring or supporting terrorism.

strict limits on the size of the
diplomatic and consular missions of such
states, controls on the travel of their

members and radical reductions or closure




of their missions when necessary.

denial of entry to all our countries for

persons who have been expelled or excluded

from any one of them for reasons connected

with terrorism.

improved extradition procedures in order

to bring terrorists to trial.




stricter immigration and visa requirements

in respect of nationals of states

responsible for terrorism.

the closest possible bilateral and

multilateral co-operation between police

and security organisations in the fight

against terrorism.




We also agreed to consider together any further

measures which may be needed.

Our statement will be a clear signal to a number
countries - and we singled out Libya -
that the Summit nations will not tolerate
state-sponsored terrorism; and it will
bring home to those who practice such
terrorism the heavy costs which they will

incur.




Terrorism must be fought not appeased.

We examined the implications of the accident at the

Chernobyl nuclear power station.

We expressed our sympathy for those affected and

offered any assistance that might be

requested.

Our statement recorded our continuing confidence in




a properly managed nuclear power industry,

that is one which sets the highest

possible standards of safety in the

design, manufacture, operation and

maintenance of nuclear installations.

Each country has a responsibility to adhere to those

standards, both to its own citizens and to

the wider community.

It also has a responsibility to provide




promptly detailed and complete information

on nuclear emergencies especially those

with consequences across national

frontiers.

We therefore recommended that an international

convention should be drawn up which would

commit the parties to report and exchange

information in the event of nuclear

emergencies.




In our discussion of economic matters we noted:-

that the economies of the industrialised

countries are now in their fourth year of

expansion.

that in all our countries the rate of

inflation has been declining.

that this decline in conjunction with




We agreed

continuing prudent fiscal and monetary

policies, had created the conditions for

lower interest rates.

that there has been a significant shift in

the pattern of exchange rates which better

reflects fundamental economic conditions.

that the recent decline in o0il prices

would help to sustain non-inflationary




growth and increase the volume of world

trade.

We recognised that the world economy still faced a

number of difficult challenges.

Although we have had some success in creating new

jobs to meet additions to the labour

market, unemployment remains excessively

high in many of our countries.




Other persistent problems are large

budgetary deficits and trade imbalances,

protectionist pressures and the continuing

difficulties of many developing countries

and severe debt problems for some.

But overall we agreed that developments since our

last meeting in Bonn have demonstrated the

effectiveness of our policies; and that

continuation of them will enhance the




prospects for, and confidence in, the

future of the world economy.

In dealing with protectionism we reiterated our

support for the early launching of a new
round of multilateral trade negotiations
in the GATT and looked for decisive

progress towards this at the ministerial

meeting already scheduled for September.




We also proposed that the new round should among

other things address the issues of trade

in services and intellectual property

rights.

I believe this latter point will be widely

welcomed by the many British companies who

have suffered from the illegal copying of

the fruits of their investment in research

and development.




In our discussions of agriculture, so important to

the well-being of our rural communities,

we considered in particular the

consequences of the world-wide

agricultural surpluses which have arisen,

partly as a result of technological change

and partly as a result of long standing

policies of domestic subsidy and

protection of agriculture in all the

Summit countries.




We recognised that the existence of these

surpluses and efforts to dispose of them

both harmed the economies of certain

developing countries and aggravated the

risk of wider protectionist pressures.

We agreed that as these concerns were

common to all Summit countries, they could

only be resolved by effective cooperation

between us rather than by competitive

subsidies and protection.




We discussed a considerable number of other issues

including East/West relations and arms

control, the Middle East, South Africa and

the need to maintain the momentum of

international action against traffic in

drugs, following up the initiative taken

by the United Kingdom at the Bonn Economic

Summit last year.

I should like to pay tribute to the skilful and




effective chairmanship of the Japanese

Prime Minister, Mr. Nakasone, which

contributed greatly to the success of the

meeting.

Mr. Speaker, the hallmarks of this Summit were unity

and confidence; unity in our

determination to see that those who

practice state terrorism do not succeed;

confidence that our economic policies are




right and will bring greater prosperity to

our peoples.

The United Kingdom was able to play a

prominant role in achieving these results

and in ensuring a valuable, constructive

and forward looking Summit.
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ECONOMIC SUMMIT: STATEMENT

I enclose a draft of the Prime Minister's Statement to
the House tomorrow on the outcome of the Economic Summit in
Tokyo. I in fact showed the draft on the aircraft to
Sir Robert Armstrong, Sir Geoffrey Littler, Mr. Thomas and
Mr. Braithwaite.

It would be helpful to have any comments, together with
material for supplementaries, by 4.30 pm this afternoon.
Mr. Braithwaite has already let me have a number of
supplementaries on the economic side.

I am copying this letter and enclosure to Rachel Lomax
(HM Treasury), Geoff Dart (Department of Energy), Robin
Young (Department of the Environment) and Michael Stark
(Cabinet Office).

s s 4
Ak S

(C.D. POWELL)

A.C. Galsworthy, Esq., C.M.G.,
Foreign and Commonwealth Office

s
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DRAFT STATEMENT ON TOKYO ECONOMIC SUMMIT

With permission, Mr Speaker, I shall make a statement on the
Economic Summit held in Tokyo on 4/6 May at which I was
accompanied by my rt hon Friends the Foreign and Commonwealth
Secretary and the Chancellor of the Exchequer. I have arranged
for copies of the statements issued by the Summit to be placed

in the library of the House.

The Summit dealt with five principal issues; international
terrorism, the accident at a nuclear reactor in the Soviet

Union, economic policy, protectionism and agriculture.

On international terrorism we agreed on a package of measures

which each of us undertook to apply in our own countries and
to encourage others to apply as widely as possible. The

measures are.-

refusal to export arms to states which can be
clearly shown to be involved in sponsoring or

supporting terrorism.

strict limits on the size of their diplomatic and
consular missions, controls on the travel of their
members and radical reductions or closure of

such missions when necessary.




denial of entry to all persons who have been expelled
or excluded from one of our states for reasons connected

with terrorism.

improved extradition procedures in order to bring

terrorists to trial.

stricter immigration and visa requirements in respect

of nationals of states responsible for terrorism.

the closest possible bilateral and multilateral
co-operation between police and security organisations

in the fight against terrorism.

In addition we agreed to make the 1978 Bonn Declaration Against
Hijacking apply to the whole range of terrorism affecting

civil aviation. We further agreed to consider additional
measures which may be needed.

Each of the Summit countriegi?gllow up the general guidelines

which we have established and ensure that they are translated

into specific actions. Our statement will be a clear signal

to a number of countries - and we singled out Libya - of the
determination of the world's most powerful nations not to
tolerate state-sponsored terrorism and to bring home to those
who practice it the heavy costs which will be incurred.

Terrorism must be fought not appeased.




We examined the implications of the accident at Chernobyl
nuclear power station. We expressed our sympathy for those
affected and offered any assistance that might be requested.
Our statement recorded our confidence in a properly managed
nuclear power industry and stressed the importance of setting
the highest possible standards of safety in the design,
manufacture, operation and maintenance of nuclear installations.
It emphasised the responsibility to the world of individual
countries to report such accidents, which the Soviet Union
regrettably failed to discharge in a timely fashion. It urged
the early elaboration of an international convention committing
the parties to report and exchange information in the event of

nuclear emergencies or nuclear accidents.

In our discussion of economic matters we agreed that developments

since our last meeting in Bonn demonstrated the effectiveness of

the policies to which we have committed ourselves at successive
Economic Summits in recent years and which are, of course, the

policies pursued by this Government. We noted:-

that the economies of the industrialised countries

are now in their fourth year of expansion.

that in allrour countries  the rate ol inflation has

been declining.




that this decline in conjunction with continuing

d
prudent fiscal and monetary policies, created the

2
conditions for(§ substantialylowering of interest

ratess,

That there has been a significant shift in the
pattern of exchange rates which better reflects

fundamental economic conditions.

We agreed that the recent decline in oil prices would help to
sustain non-inflationary growth and increase the volume of

world trade.

We recognised that the world economy still faced a number of
difficult challenges, among them high unemployment, large
domestic and external imbalances, persistent protectionist
pressures and the continuing difficulties of many developing
countries and severe debt problems for some. But we agreed
that overall, provided that we continued to follow the sort
of policies we haw been following, the developments I have

listed offered brighter prospects for the future.

We welcomed the close co-operation which ha@ contributed to
improved exchange rates and lower interest rates in recent
months and agreed on arrangements for developing closer and

continuous co-ordination among our countries in future.




In dealing with protectionism we reiterated our support for the early

launching of a new round of multilateral trade negotiations

and looked for decisive progress towards this at the ministerial
meeting already scheduled for September. We also proposed

that a new multilateral round should inter alia address the

issues of trade in services and trade-related aspects of intellectual
property rights. I believe this last point will be widely

welcomed by the many British companies who have suffered from

the illegal copying of the fruits of their research and development.

We also considered the consequences for all of us of the structural

surplus which now exists for a number of agricultural products

throughout the world, partly as a result of inevitable technological

change and partly as a result of long standing policies of
domestic subsidy and protectiocnof agriculture in all the Summit
countries. We recognised that this both harmed the economies

of certain developing countries and aggravated the risk of

wider protectionist pressures. We agreed that this was not

an area of conflict between us. Indeed, it is a problem common

to us all, which can only be dealt with through co-operation
between us. The issue is firmly on the international agenda.

In putting it there we all recognised the importance of agriculture

to our rural communities, which are the backbone of our nations.




We discussed a considerable number of other issues including
East/West relations and arms control, the Middle East, South
Africa and the need to maintain the momentum of international
action against traffic in drugs, following up the initiative
taken by the United Kingdom at the Bonn Economic Summit last

year.

I should like to pay tribute to the skilful and effective
chairmanship of the Japanese Prime Minister, Mr Nakasone

which contributed greatly to the success of the meeting.

Mr Speaker, the hallmarks of this Summit were unity and

confidence; unity in our determination to see that those

who practice state terrorism do not succeed; confidence

that our economic policies are right and will bring greater
prosperity to our peoples. The United Kingdom was able to play
a prominant role in achieving these results and in ensuring

a valuable, constructive and forward looking Summit.
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PRIME MINISTER

Ladies and Gentlemen:

This has been a most successful Economic Summit, the
eighth which I have attended, very successful from Britain's
point of view,

We came to Tokyo knowing what we wanted to get out of
the Summit and between us - Geoffrey Howe, Nigel Lawson and
myself - feel we have achieved our objectives; in short,
mission accomplished.

You will ask what did we set out to achieve? I think
four things: first, a firm statement on Chernobyl, and we
got one, which records our confidence in a properly managed
nuclear power industry. It emphasises the responsibilities
to the world of individual countries which the Sovict Union
did not discharge and it seeks to build on the existing

international arrangements the commitment of all countries to

report and exchange information so that we can make nuclear

power a demonstrably safer form of enerqgy.
Second, a firm statement on terrorism and, in
particular, state-sponsored terrorism. By dint of a lot of

hard work, we got that too. We have not merely reinforced




PRIME MINISTER (CONTD.)

our pledge to fight terrorism relentlessly, especially Libyan
state terrorism, but we have also reinforced the Summit stance
in the following respects:

first, refusing to sell arms to terrorist states;

second, action against diplomatic missions of

terrorist states, including their possible closure;

third, denying entry to those expelled from

another country on suspicion of involvement with

terroriém;

fourth, stricter immigration and visa requirements:

fifth, improved extradition procedures: and

sixth, action against all forms of terrorism

associated with airlines and ships.

Now, the third thing that we came to achieve was to
secure reaffirmation of the thrust of economic policies
pursued by the Summit countries, which have increasingly over
the past seven years following our prudent financial policies
in Britain. Again, we succeeded, Increasingly, these
policies are paying dividends in lowering inflation and in
steady growth, We have agreed that those policies need to
be followed if we are to reduce unemployment, which affects
particularly ourselves and our European colleagues. The
fall in oll prices holds out a better prospect, provided we
stick to present policies and do more to tackle such issues
as the huge and rising Japanese trade balance, the United

States budget deficit, and protectionism,
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And fourth, we cahe to Tokyo determined to open up a
real debate on protecfionism preparatory to the GATT meeting.
We achieved that too. As you know, there is far too much
protectionism in all our countries. We must stop its spread
and roll it back. This is in the best interests of Britain
and British jobs, since proportionally we are the biggest
exporters of all of the seven countries represented here.

"In all this, we advanced the interest of the farmers
in handling sensitively the problem caused by the huge over-
production of food,resulting in large surpluses. 1In doing
this, we recognise the crﬁcial need to preserve our rural
communities, which are the backbone of so hany of our

socleties.

We look forward to an early start in September to a
comprehensive new round of GATT negotiations, taking in
manufactured goods, services, patents and intellectual
‘property, and agriculture. We look forward to those

negotiations reéulting in lower trade barriers around the

world, The Summit is very much behind this necessary

move.
We have, of course, discussed many other issues,

East-West relations and arms control talks, the Middle East

and the need to step the war against drug trafficking, which

I last raised at last year's Summit in Bonn.
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So to sum up: a valuable, constructive, forward-looking

Summit. I feel that we have all spent our time in Tokyo very

usefully indeed.

Ladies and Gentlemen, your questions.




QUESTION

Prime Minister, the monetary question which is
mentioned in the communique at some length; how much time
was spent on that in discussions by the Heads of State and
Government, in terms of the monetary reform? And I wonder,
in terms of the remedial measures that the Groups of Seven and
Five will consider, as one reflects on it now, would there be
certain things that would require immediate attention if that

process were working today?

PRIME MINISTER

Heads of Government had our customary debate on
economic matters, of which monetary measures was one of the
matters which we discussed. We also had in the Plenary
Meeting, a very full discussion of them, when we were
accompanied obviously by our Foreign Secretaries and
Chancellors of the Exchequer,

I do not believe that today there are immediate
matters which need attention, but I will just ask the

Chancellor of the Exchequer if he agrees with that.

MR. LAWSON

This 1s also something, of course, which was discussed
at considerable length in the meetings we had among the Finance
Ministers of the Seven.

The matfers which do need immediate attention are, 1
think, those matters which are well known and which have been

identified by the Prime Minister in her opening statement, namely
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the American budget deficit and the associated trade deficit
in the United States,. On the other hand, the massive and
growing trade surplus of Japan. These are certainly matters
which have been discussed and which will be discussed more

intensively in the framework which was agreed here.

QUESTION

Prime Minister, following the statement on international
terrorism, is there anything new and specific which you expect

the Summit countries, including Britain, to do now?

PRIME MINISTER

As you know, we are doing those things which we

indicated in the statement. There has been an extension of

the Bonn Declaration on Hijacking to maritime matters and
other forms of terrorism in aviation, That, to some extent,
is new,. There is also a piece at the end of that statement -
I do not happen to have the statement with me, but if you look
towards the end you will find that there is group who are
going to keep in close touch and possibly to recommend further
measures. We were not able to add further measures to this
list as some of them, of course, would require advice from
countries' advisors as to which they can best put into

operation.

QUESTION

Prime Minister, some senior officials in the Reagan
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Administration appear to be taking home from this Summit the

perception that they have now been given carte blanche to

act against terrorism. I wonder if you agree with that
perception or Perhaps have a comment on it.

The second part to this Question is the question of
extradition, Does the uUs-UK extradition agreement, that I
understand is in the Senate, have to be approved before this

declaration can take effect?

PRIME MINISTER

First, I would not agree with your interpretation of

what I think United States has said. It may be that what

- The
United States is very pleased with the communique we have on

terrorism, because it is specific and because a number of

other things were mentioned and those are being considered.
So the United States is Pleased with that and very pleased
that Europe is taking action along these lines. That does
not amount to carte blanche and I do not believe they believe

it does.

Now secondly, it has improved extradition procedures

to ensure that terrorists are brought to trial. We, for
eéxample,are actually Cchanging our extradition law because we
find that it is not in keeping with the times. It means that

anyone who comes up for extradition procedures has of course
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to go before the legal process of the country from which
extradition is requited and that will continue.

As we are changing and improving our own extradition
procedures, I very much hope that the United States will also
pass the new extradition proposals. It is very very important
to Britain obviously, It is very important to fighting
terrorism the world over. You cannot fight terrorism in

part. You have to fight it all.

QUESTION

Prime Minister, still on terrorism, how mandatory are

those points discussed and put forward here in Tokyo? For

example, what happens if one of those countries comes up with

another name of a state that sponsors terrorism?
As I understand the problem here was naming a specific
country, Libya. What happens if somebody puts forward another

country, another name?

PRIME MINISTER

First, you will note in the statement that all of the
countries here - it is in paragraph 4 - have decided to apply
these measures in our own jurisdictions. We have decided to
apply them in respect of any state clearly involved in
sponsoring or supporting international state terrorism. Now
the one state which is mentioned there, which it is intended

against, is Libya because that is Clearly state-sponsored
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terrorism and it stands out above all others for the Clarity
of its intention and the clarity of its methods and 80 there
is no doubt about statefsponsored terrorism there.

‘At the moment, there is no other country to which
those measures apply. If there were distinctive evidence,
we should have to agree together to apply those measures to

other countries. We should have to agree together.

QUESTION
Prime Minister, you described the anti-terrorism state-
ment as firm, yet it has no provisions for economic sanctions.
a) are you disapppointed that there are no provisions
for economic sanctions; and
without them, how can it really deal more effectively

with the problem than have other statements?

PRIME MINISTER

Well there are, of course, some economic sanctions in

it, as there are always in these statements. For example, the

refusal to export arms to states which sponsor terrorism is
very economic, very direct. We have not gone to complete
economic sanctions as you Know, We have some experience of
the application of economic sanctions and having found after

15 years in Rhodesia mandatory economic sanctions approved by
the Security Council did not work. When it comes to supplying
arms, that I think is in a Separate category, and it is

absolutely vital that those of us who want to contest terrorism




PRIME MINISTER (CONTD.)

should not supply arms and so you are justified in going on

a more limited basis there, and that we have done.

QUESTION

Prime Minister, before you came to the Summit, you made
a linkage between the Chernobyl experience and verification
issues with regard to nuclear arms control. Has the. Summit

deepened your understanding‘of that linkage or that issue in

any way?

PRIME MINISTER

No. I think other people would agree with the linkage
one made, that it is not exactly easy some time after an
accident has occurred even to find out what has happened or
the extent of what has happened. That shows how difficult
it is to verify something in the civil field, even with all
modern communications, and it can only be because the Soviet
Union did not wish to have it verified.

You must, in fact, translate that practice and that

concept and that philosophy to verification in the military

field. The purpose of arms control is SO0 we can have security

at a lower level of weaponry. Unless you are absolutely
certain that nations will do what they say they will do, you

do not enhance security; you diminish it. Therefore,
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verification is absolutely critical to the whole arms control

process and it means that the verification processes must be
detailed and practicable, and I think the difficulties we
have had on a civil accident have highlighted that particular

point.
QUESTION

Prime Minister, was the so-called Middle East Peace Plan

ever discussed during the Summit discussions?

PRIME MINISTER

It was discussed among Heads of State. As you know, a
lot of subjects are discussed either with Foreign Ministers or
at luncheons and dinners or in the margin or in our bilaterals
and a number of us discussed Middle East matters in the margins,
I think the Foreign Ministers have discussed it over meals -~
they discussed it very thoroughly. I also discussed it with
President Reagan, but at the moment, there really is not a
Middle East peace initiative operative. It is a cause of
great concern. I think the last one of King Hussein, which
has run into the mud, or maybe I should say the sand, but we
have not in fact got a new one, which is something of a worry

to.all ofius;




QUESTION

the economic section in this communique as a move back, a

Prime Minister, the US Administration has characterised

significant step towards managed exchange rates away from the
free floating rates that we have had since the collapse at

Bretton Wood. How significant do you think the section in the

communique on concertation of economic policies, on mutual

surveillance and on exchange rate intervention is, and would
you also characterise it as a move towards if not fixed exchange

rates, some sort of managed exchange rates?

PRIME MINISTER

First, I do not believe in fixed exchange rates. They
do not stay fixed, and the reason they do not stay fixed is
because the economies to which those exchange rates apply are
not similar and they are not following similar policies. Even
if they were, you would of course be liable to sudden
speculative movements or sudden changes such as the oil price,
which would mean that they could not stay fixed. So I think
myself that fixed exchange rates are something that we shall not
see inour time again for those reasons, and they broke down
because they could not endure with both the underlying
differences and the sudden surprises whichlyou get.

I think what you might call a managed float became
possible because undoubtedly for a variety of reasons, mostly
connected with the way in which Japan chose to run her economy,
the yen got right out of line with the underlying economy and
that was causing many artificialities in the rest of the world

economy and it was absolutely right, and I think one congratulates
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all the G5 countries, the Chancellors, and in particular Mr,
Baker, who is in the lead, on the way in which they managed
the fall of the dollar and the rise of the yen, and that was
hecessary because the yen was out of kilter with its true
value,

The idea of surveillance started, of course, if you look
back to the Versailles communique, when we said there is no
point in having a world monetary conference. Some people tried
to find a formula for exchange rate, and the reason they tried
to find a formula is to obviate the need to take measures in
their own countries which are tough to take. So at Versailles,
we started the jdea of surveillance and it was carried on, I
think, at the Williamsburg conference and, of course, we are
all subject to surveillance by the IMF. If you belong to the
IMF, they come and have a look and see how you are doing from
time to time and they usually give us a very good report. That
has been extended, and I think the combination we have got is
much more realistic, It has been very successful., I think we
would all congratulate, I repeat, Mr., Baker, on the initiative

which he took and on the way it is being carried through,.

Chancellor, you would like a word I am sure.

MR. LAWSON

I think, if I may say 80, it is quite mistaken to
talk simply in terms of the yen, What happened was that the
dollar had risen quite absurdly against all currencies and if

you look at what has happened since the dollar high of February-
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1985, you will see that the dollar has fallen more or less
equally against all the major currencies. Indeed, it has
fallen marginally more against the Deutschmark than it has
against the yen, and I think is necessary to be said in order

to put into perspective some of the discussions that one has

heard recently about the particular problems of the yen. The

fact is that the dollar went much too high, quite out of

touch with underlying economic reality, and it was desirable

to bring that back and that has.happened against all currencies
and, of course, the Plaza Agreement of September last year
played an important part in that and we shall be continuing,

as it is said in this communique, to intervene collectively

whenever we feel it desirable and useful to do so.

QUESTION

Prime Minister, there has been much talk this week
about the problem of subsidised world food surpluses. What
are the Summit seven actually going to do about this beyond
passing the buck to OECD and what specific action can we expect

from Britain during the next six months' presidency in the

Common Market?

PRIME MINISTER

I think there is one rather fundamental change which has
come about as a result of the Tokyo Summit. Hitherto, it was
regarded as a kind of confrontational problem between Europe

and United States. They had surpluses and we had surpluses.
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They had subsidies and we had subsidies and we were both trying

to compete to sell into a limited market. . It actually goes

much wider than the United States and Europe. Japan also

heavily subsidises her food industry, She does export, but

she protects. All of this is having a great effect on

developing countries, some of whom rely on agriculture for

their main income and would rely on trying to export agricultural

products, but they cannot always produce them at the right price.
Instead of regarding it as a confrontational problem,

we are now regarding it as a common problem which we have got

to solve together. That is the great change which has come

about,

Secondly, we agreed that as there has just been started
&n expert assessment of the options in OECD, that we will come
in behind that and in fact lend our support to it. 'There,is
no point in having two examinations going on. We will come in
and lend our support to it and make together an effort to solve
a common problem,

What also is common is that both in Europe and the
United States the prosperity of agriculture to many communities
is very very important indeed, and so we have to keep that fact
in mind. One wants a prosperous agriculture without surpluses,
and in our country prosperity of agriulcture to the rural
communities is important, and we have to have time to adjust.

So we have come in behind the OECD hoping that they will
look very carefully at the options which we can then take up.

There is another factor: one of the reasons why some
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countries were against GATT was that the preliminary work
on GATT had first produced a report on agriculture and not yet

on other things, and some people did not want that discussed

first, or at least discussed until some of the other working

parties had reported. Agriculture will have to be discussed
in GATT, but it helps if we can get some proposals before we

go to GATT on how best to deal with the situation jointly.

QUESTION

Prime Minister, how do you think Colonel Gadaffi will
respond to the terrorism statement with Libya being mentioned

by name?

PRIME MINISTER

Well, I hope that both Libya and any other country which
thought of having obvious state-sponsored terrorism would Know
that the countries of the western world - the seven countries of
the western world - including the whole European Economic
Community, are prepared to take this sort of action against them
and I believe that there could be further action which they
could take, which would be a further deterrent, and of course,
they now know that the United States is prepared to use force
and it is better that a terrorisi is uncertain as to whether
force can be used in self-defence. If you ever say to a tyrant
of any sort, including a terrorist, "No, we shall not use force
in self-defence", then he knows that whatever he does force

cannot be used against him and therefore I am afraid he will
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9o on and on much further than he would go if there is a known

deterrent of both force and other factors,

QUESTION

Prime Minister, can 1 come back to how you would
characterise the economic sections of the communiques you have
put out? Would you characterise these economic sections as
a move back to, or would YOou characterise the present system,

as managed exchange rates?

PRIME MINISTER

No. When you try to encapsulate in a phrase, inevitably

You get inaccurate. You will find in the Summit communique

that we are consolidating the Successful economic policies,
That is very clear. When we first came here, they were not
recognised universélly as a successful economie policy. We
have worked at them, we have worked at the communiques over the
year. They are now universally accepted as the right kind of
economic policies and that is a great advance,

You have seen and heard both what 1 have said and what
the Chancellor has said about exchange rates. fThere is no such
thing as fixed exchange rates being fixed for eternity, Because
there was not, the whole system broke down. One of the reasons
it broke down was because countries were running policies of
high inflation, so the whole thing cracked. Another reason
was because the eéconomies are so disparate. A third reason

is that you can get sudden moves of large sums of money, and
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a fourth reason is that you can get sudden things happening
like either an oil price rise or an oil price reduction. So
I think that in trying to follow fixed exchange rates you are
in difficulty, and there is a further factor: if ever you do
have such a policy, it means either that you have to throw
precious reserves into defending a particular exchange rate,
which only encourages speculators, which is a bad thing to do;
or because you have a particular exchange rate, you are
compelled to put up interest rates, not for economic reasons
but to defend a particular rate.

Those are bad policies for any particular country to
do alone and sometimes impossible to do together. Sometimes

they can be done together.

QUESTION

You have mentioned twice now that agriculture will come

up in the GATT round, but it is not mentioned specifically in

the communique. Do you think this weakens the thrust of the

argument?

PRIME MINISTER

No. There is plenty in the commuﬁique about agriculture.
I think it is paragraph 13. We spent a long time on it. Just
let me see if my memory is correct. Is it? Yes. “We note
with concern that a situation of global surplus etc..." Of
course it will come up in the GATT round. One of the working

parties has been on agriculture and that was the working party
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that in fact reported first. I cannot remember, Nigel, if
there are five or six working parties in GATT, but they are
working on specific things. It will come up in the GATT round.
We are all prepared for it to go to GATT. You cannot have a

GATT without it.

MR, LAWSON

Paragraph 12, Peter, just says the new round should

inter alia address the issues of trade and services and

aspects of intellectual property rights and so on and foreign
direct investment. That is not to exclude other matters,
and among the other matters which will be very prominently in

the GATT round is agriculture.

PRIME MINISTER

The point of the sentence that the Chancellor has just

read out is that services are not yet dealt with by GATT and we
are very anxious, so far as Britain is concerned, to get them
dealt with by GATT and we are all suffering in Britain from the
fact that some of our copyrights and our patents are being
liberally copied in other countries without royalties. It is
rather ‘that we wanted those two things specifically mentioned
to ensure that they are considered. There is agreement that
agriculture should be discussed; the only gquestion was the

timing.




QUESTION " .
Prime Minister, two questions. First, to what extent
are you optimistic about the possibility of a Reagan-Gorbachev
summit meeting taking place in ﬁashington within this year?
The sécond question: could you kindly disclose your
seCcret strategy to sell more British whisky to the Japanese

market?

PRIME MINISTER

On the last, it will have to be persuasion and the fact

that it really will be terrible if whisky is not sold in the

Japanese market. It is an extremely good product. There is
not another in the world like it. Many people want it and

it would be a wanton act of protectionism to make it more
difficult to seil in the Japanese market and I hope it will be
easier to sell in the Japanese market. I trust I make myself
clear on whisky in the Japanese market.

I think that both President Reagan and Secretary-General
Gorbachev would like a summit this year, a second summit, I
think that both are very much aware it would have to be a summit
which produced some positive results, especially in arms control,
and I think therefore, and I have made it very clear in all my
statements, that it means that the Soviet Union really must
negotiate very seriously in Geneva and in Vienna.

You know that once you come to negotiate on arms control
and once you get down to detail, as you move into a world of
jargon which is really jabberwacky to ordinary people, but it

has to be done really at the nitty gritty level and it is no
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earthly good making great statements about prepared to

reduce this, that and the other, They have to be translated
at the negotiating table into genuine agreements and I think
it is important to get some agreements on some of the arms

control measures so that they could in fact be officially

what President Reagan and Secretary-General Gorbachev hope

00,

FOREIGN SECRETARY

Could I add a word on the more extended aspect of
whisky, I would like to convince our Japanese friends
of the central importance of the way in which your economy
treats attractive imports from the rest of the world. It
is not just whisky. It is all the wine, all the sparkling
wine that is produced in Europe. 1It is a whole range of
other things as well, and in fact, the level of duty imposed
on imported liquors of that kind is between four times and
eight times as much as on your domestically-produced whisky,
and the effect of that is to limit enormously the choice of
Japanese consumers and to impose severe distortions

on that part and on many other parts of the market.
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Imagine for a moment, what would have happeneqd to the
Japanese economy if all Europe and a1l the United States hag
sought to deal with imported video tape recorders, had
sSought to deal with imported cameras, in the Same way?
Suppose we had taxed importeq Japanese cameras, recorders
and television sets four times.higher than those produced
in the United States? Your economic growth would have been
stunted, the worlg prospérity would have been retarded ang
we should all be much worse off,

This is the key pointQ' the rest of the world has
provided? with Pleasure, the markets for Japanese production.
Japan is a rich and increasingly wealthy country of 120
million People and our case is: dpen UP your market for the
sake of faster world growth, for the sake of wider choice for
Japanese consumers, for the s&ke of world pProsperity on a
larger scale. We have given you the oPportunity and we have
been delighted to do it, but give us a fair Chance in return
and we shall enlarge your range of choice and increase world

Prosperity,

PRIME MINISTER

I think that remark calls for a round of applause. That

is terrifijc.

QUESTION
—_—

Prime Minister, you said you came to the Summijt knowing

what you wanted. You seem to have been remarkably successful

in getting it. How did you do it?




PRIME MINISTER

I would not care to reveal the magic formula, others

might cotton on to it,

I could of course say the excellence of argument, the

total support of a marvellous Chancellor and Foreign Secretary

and the fact that the arguments were good. We were right.

QUESTION

You also are the senior summiteer.

PRIME MINISTER

Yes, I might be the senior summiteer because I am more

right more often than my opponents.

QUESTION

Prime Minister, you are very tough on terrorism and in
the Japanese press reported that you pushed Mr. Nakasone to
the corner because Mr. Nakasone did not want to put the name
of Libya in the statement and that his political position was
weakened by your toughness. How do you comment on this

report?

PRIME MINISTER

I did not push Mr., Nakasone in any corner. We genuinely
argued these matters. We genuinely reached the right
conclusion and I would like to pay tribute to Mr. Nakasone.

He chaired the whole Summit meeting superbly and I cannot

speak too highly of the way he did it.




QUESTION

T would like to ask a question about terrorism. About
the probibition of arms sales to Libya. Does it bind also
indirect arms sales to Libya also? In other words, there
are some companies in the western world which have their
offices and manufacturing production factories even within
the western world, members of the seven countries which could
be functioning in indirect arms sales to Libya, or there is

the theoretical possibility that, for example, an arms sale

from one of the seven countries to some country in the Middle

East and this country could provide imported arms from the
west to Libya. Is this an implication of the communique to

ban this kind of deal?

PRIME MINISTER

This is direct arms sales to Libya, but when you are
selling to other countries you usually have something called
an "end user certificate" under which they agree not to pass
those arms on. I regret to say, in spite of all that, there
is a black market in arms which I am afraid is very difficult
to stop. With direct sales to Libya and to other countries
you would usually és I say an end user certificate that they

should not pass it on to Libya.

QUESTION

Prime Minister, Mr. Reagan has characterised Gadaffi

as a mad dog. What would you call him?




PRIME MINISTER

I am not in the business of characterising heads of

state. I think, however, that Colonel Gadaffi has pursued
terrorism as head of state of Libya as a political weapon,
That is a form of tyranny and in a way is a form of war on
innocent people and it is totally unacceptable and that is
why the action has been taken that you know about, and that
is why Europe and the United States and Japan have agreed

to take non-military measures and have agreed to keep in
contact over further measures to do everything we can to
deter that terrorism by that state and the extension of that

terrorism to other states.

QUESTION

Is it not overly expedient, not to say hypocritcal,
to insist on the naming of Libya in this statement while
not one mention is made about France and its state-
sponsored terrorism in Auckland Harbour last year? You
insist on the provision of evidence, the naming of a staté,
I would guess rightly the New Zealand Government has plenty

of evidence for you about French terrorism. Why no mention?

PRIME MINISTER

The two are totally different and I do not intend
therefore to waste time on it. I am so sorry. The two
are totally different. If anyone concuses them, then I

am sorry, there is no point in wasting time on it.




QUESTION

Prime Minister, on the question of terrorism in the

air, how confident are you that the measures adopted will

eliminate danger to civil aviation?

PRIME MINISTER

I believe the measures adopted will be a considerable
deterrent to state-sponsored terrorism. I do not think it
is possible to eliminate all terrorism. Terrorism is a
manifestation of violence. It is not possible, I am afraid,
to eliminate violence in our societies. In our own
societies we take action through our police forces and by
the law and by involving the community in action against
crime. There is no such thing as a kind of international
law that we have in national law. We therefore have to
take this kind of measure to deter terrorism, but to eliminate
it, well when you can eliminate violence you will eliminate
terrorism, but I am afraid you have come to the fundamental

nature of man and there has been violence since Cain and

Abel.

FOREIGN SECRETARY

If I can add just one sentence to that. Those of you
who were at the London Summit two years ago will remember that
at that Summit the Summit Seven made their first commitment to
action against international terrorism and it was a very
tentative one. Since then, we have been working in the

European Community and within the Summit countries to get a
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FOREIGN SECRETARY (CONTD.)

plain commitment to a firm and effective programme across
the board and this Summit conclusion, taken alongside the
measures agreed in Europe, does amount to what it sets out
in the document as being - a commitment to determined
tenancious, discrete and patient action combining national
measures with international cooperation. This is the

result of a great deal of hard work, putting together a

programme for effective collective action, which is the

best defence we have got against violence of this kind.

PRIME MINISTER

There you are, that is the last time I have not had

the last word.

EL T T
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Prime Minister's Meeting with Mr Nakasone at the
Otani Hotel in Tokyo on Monday 6 May 1986 at 1715

The Prime Minister met Mr Nakasone shortly after the end of
the Economic Summit. Mr Nakasone was accompanied by Mr Gotoda
(Chief Cabinet Secretary), the Japanese Ambassador to London,
the Deputy Foreign Minister and at least five note-takers.

HM Ambassador Tokyo was also present.

Economic Summit

The Prime Minister congratulated Mr Nakasone on an excellent
Summit meeting and his skilful chairmanship. She thought that the
Summit had taken place in a very good atmosphere. She also asked
Mr Nakasone to convey her thanks to all those responsible for the
efficient organisation and security of the Summit. Mr Nakasone
said that he had learned much from the London Summit, especially
regarding the art of chairmanship.

Bilateral Matters

The Prime Minister said that she knew that the Prince and
Princess of Wales were greatly looking forward to their visit to
Japan. We had been very pleased to welcome the Crown Prince's
son at Oxford., Mr Nakasone said that he would like to reiterate
the Japanese Government's gratitude for the hospitality given to

Prince Hiro.

Japanese Economic Policy

The Prime Minister said that she appreciated the enormous
significance of the rise in the value of the yen. She recognised
that this was not easy for the Japanese Government. At the same
time she had been concerned to hear that Japanese exporters were
asking for subsidies. These would negate the effect of the rise
in the value of the yen.

Mr Nakasone said that no subsidies were being given to exporters.
Indeed Japan was subsidising imports. The Prime Minister observed
that Japan was certainly not subsidising the import of Scottish
whisky. She would be asked on her return whether she had raised
the taxation of Scottish whisky with Mr Nakasone. What should
she say? Mr Nakasone said that the Japanese Government were

CONFIDENTIAL
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planning a major reform of indirect taxation. They hoped to

present a bill in January. Any problems over whisky could be
resolved in this context. In any event, there was no discrimination
between domestic and imported brands of whisky: the level of tax-
ation depended upon the quality of the product. High grade

Japanese whiskies were equally subject to high taxes. The

import tariff on whisky had recently been reduced.

Japan/United Kingdom Trade Relations

The Prime Minister said that relations between Britain
and Japan were dominated by the trade imbalance. Her aim was
to get away from this but it was not possible to do so while
the imbalance was as serious as at present. Purchase of Tornado,
Harrier or civil aircraft from Europe would go a long way to
solve the problem. She did not want the relationship between
Britain and Japan to be so dominated by trade problems. Freed
of that constraint, relations would be much better.

The Prime Minister continued that she was very pleased
with the cooperation between Japanese and United Kingdom companies,
for instance on the Samanala Wewa dam in Sri Lanka. She hoped
that this would be followed by other similar ventures. There was
room for both cooperation and competition provided we could
compete on a fair basis. Mr. Nakasone said that certain joint
ventures were in planning stage, for instance the Ain Moussa
power station in Sinai and another power station in Botswana.
He was all in favour of such cooperation where the private
sector found it feasible. He hoped the Prime Minister knew that
half of the cables in the new Boshporous Bridge had been purchased
from the United Kingdom.

The Prime Minister said that she wanted to draw to
Mr. Nakasone's attention Cable & Wireless' interest in participa-
ting in a consortium which she understood was being put together
for a second international telecommunications carrier in Japan.
Cable & Wireless enjoyed a very high reputation in the United
Kingdom and round the world. They had also been the first
British company to be quoted on the Japanese Stock Exchange.
Mr. Nakasone said that he was well aware of Cable & Wireless'
interest and was encouraging it. He would certainly convey the
Prime Minister's remarks to the Minister of Posts and Tele-
communications. Personally he hoped that Cable & Wireless would

succeed.

Mr. Nakasone referred to the forthcoming opening of the
Nissan plant in the UK. He understood that Komatsu were planning
¢o0 open a plant in the vicinity. He hoped there would be further
such Japanese investment in Britain.

IDA

The Prime Minister said that she hoped Japan would be able
to contibute in full to the IDA Replenishment. The strengthening
of the yen would reduce the real size of the Japanese contribution.
Mr. Nakasone said that if Japan could have a bigger say in the
World Bank there would be no difficulty in setting their share
of the replenishment once again at 18%.
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Economic Summit Seven

The Prime Minister said that she felt that there were not
enough contacts between Summit countries in the period between
Summit meetings. Although the European countries tended to
see a lot of each other, there was less regular links with
Japan and the United States. She was pleased that the Tokyo
Summit had provided for experts on terrorism to meet regularly.
She hoped that this could be matched by similar links in other
areas, Mr. Nakasone said that he entirely agreed.

The meeting ended at 1815.

SM el
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CHARLES POWELL

A.C. Galsworthy, Esq., CMG,
Foreign and Commonwealth Office.
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PRIME MINISTER

Mr Wicks

Mr Powell

Sir R. Armstrong
Mr Meyer

Mr Culpin

PRESS CONFERENCE; RADIO AND TV

You have agreed to give radio and television interviews from
3.00-3.40 p.m. and a press conference at 4.30 p.m., or as soon
after the ending of the reading of the Summit Declaration as is

possible.

The attached speaking note serves for both radio and TV

interviews and the press conference.

MECHANICS

Radio and TV

These interviews will be given in the broadcasting area of Floor 16

of the hotel's main tower (your detectives know the way).

If possible you should do 5 radio and TV interviews of roughly

4 minutes each:-

Brian Barron
Dominic Harrod
Michael Brunson
James Garner

External Services William Horsley (BBC Tokyo correspondent)

All these interviews will be embargoed until 4.30 p.m. Tokyo time -
i.e. 8.30 a.m. London time. This means however that you will catch

the BBC Radio 4 "Today" programme and Breakfast TV.




If you cannot get all 5 interviews done in the time available

I suggest you sweep up those outstanding after the press conference.

I am afraid there is no make-up girl available.

Press Conference

This will be held in the UK press briefing room in the Press
Centre. There is an office adjacent which you could use for
briefing though it is not secure. 1In any case you probably

will not need a briefing since you will have done radio and TV

interviews earlier.

The Foreign Secretary and the Chancellor will join you on the
platform. I will preside and close the press conference after
some 30 minutes or at 5.30 p.m. so that you can get to your

bilateral with Mr Nakasone.

LﬁB. Your bilateral with Mr Nakasone is being closely watched

at home on account of Japanese protectionism and whisky and I
shall need to brief positively afterwards. You may well be

asked about these talks at your press conference;7

Presentation

This is perhaps the most successful Summit you have ever had.

It comes usefully before the by-elections on Thursday. Already
you have had a very good press at home but your domestic audience
has not seen you selling your successes on terrorism,Chernobyl,
trade/protectionism or the Summit's reaffirmation of the thrust

of the 7 nations' economic policies which closely follow Thatcher's

virtues.




. The media are notorious however for trying to take the shine
off things and you need to be aware of the following down-

»

sides:

Political Worries

On your own back-benches about nuclear power (on which

Kinnock is playing)

Reagan's poodle (will the terrorism statement prevent
a further military strike? What does the statement add
up to? What for example are you going to do in the light

of the Declaration? - I have instanced extradition law).

Farming lobby (agricultural surpluses)

(and do you think the yen has

reached its right level?)

We shall keep in touch with events at home, including
interest in possible Syrian expulsions (on which we are not
commenting). This note is written before we have to hand

the digest of today's papers in London.
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Actions Against Terrorism

Close the Libyan People's Bureaus (LPBs)
Boycott Libyan 0il

Implement a Credit Embargo on Libya
Eliminate Credit Subsidies for Libya
Withdraw Western Deposits from Libyan Banks

Monitor and Report Financial Transactions by Libyan
Interests

Monitor or Close Down Islamic Call (Da'wa) Society
Chapters and Bank Accounts

Monitor or Close Down Libyan Front Organizations
Suspected of Involvement in Terrorism

Prohibit Entry of Libyan Flag Ships
Halt Flights to and from Tripoli

Restrict or Halt Flights of Libyan Arab Airlines

V/z. Order Citizens and Companies Out of Libya

13. Recall Ambassadors

Ban Sales of Arms, Spare Parts, and Sophisticated
Equipment

Restrict Cross-Border Travel of Libyans
TR C-U:/w@

[ot)

T adimgve P







THIS IS A COPY. THE ORIGINAL IS
RETAINED UNDER SECTION 3 (4)
| OF THE PUBLIC RECORDS ACT




Py
“'I()kY()(‘Q 0 "/ g
QP AKASAKA PALACE

.Juadl

b G o,
e
L e |

e fo; &M‘lg /)JJ(Q_/;\)
/

/ -




o l()KY()_( IS
L5 8% AKASAKA PALACE
Innye?

ﬂ/\w > VM_,_: ot o
Dotorg .

. Comm (et /Q/é??/(ﬂ.

o /‘wazj




>
®, 0
" l()KY()F M W R
L e 4% AKASAKA PALACE
~)~.‘§di

Lot -G O(f“‘”““?ug e

//\ WM/ZMNM}(

et A 4
W g e, PR """‘"‘n"\

W & A // ‘)‘“’_7"
P o (/(wa-"\vf S U

op e

rwl/?’blvt et o S L0




W AR OB
"‘? AKASAKA PALACE

BERS T




® .,
"U:)KYQ* LI
iﬂm’;ﬁ”) AKASAKA PALACE

LS i 2
M vZO o o dchan 3t el ta
Ce

ao L,_Mww/%r/‘ e

—

@/\W - o prerd 0/'\’;""
P
PR a4 /'-7 e (—73—1
- Lyt (/MW‘”“-
/%\:“ C(/a;fy PO

& 7an
e ,4-» /% %/Ooé.\ a'vtw.ﬁ

Whalle,




® &
'umw(% mow R
J“‘:P,?{,“ AKASAKA PALACE

/\
/o ﬂ“ﬁ B5 S e e fr. ~anlics SOl

NW/" Jold Yoot quld ] 73

Ké) )S/b bt (4 e LQ_/‘,(/LW’\)
Oas " bt e

| g
Z’“ LJ%//,‘ }/;w;ulf#\

3

W f/\;ucz/ 7{/2

@uu oo bg” e e




. 'S
S
% "W'j AKASAKA PALACE
‘).ad‘

/)MOW%

B Rl




® .-
Vroxvr)& o WO

G
{‘{5‘,2{},‘” AKASAKA PALACE
I

JY\«MMUA b Sasdee €« :

o B Ry
@wd/n¢wwww'%wf

VJ;JVL pkn d’d"h £ ol

P hdre 3 bomedt (1777

@ML,L)/ X da—y s Ak /VL;
/MMW M//Lu/l/ e Constdat




@

. PP :

el m:)(.' oo R X
e(“‘{f‘,?{},‘“f AKASAKA PALACE
“).a‘

f)xu_é(;
(\@)T( B, Y M e Pt &
Pt

“r\PV\/)O‘\‘

£ J ,VQW-(/(
} 3 LWV

~




‘ lfe(‘
'I()kY() I, O
"“‘m{}‘”ﬁ AKASAKA PALACE

-~

..34)

7@%/ pert—s] NL?;

helo X Ky 1 paak O/ r/am/ﬁ\

blp docthy {1 Lot idc b e Uy Lntk

B

//)d 4 ey pMkfz;Z/;},MM

Hodiils

GES . (/({5\ W

/i Q¢ AEAT o P (\ALO:




CONFIDENTIAL

PS/No 10

Sir Robert Armstrong
Mr Braithwaite

Mr Ingham

Mr Meyer

Q. ot

Private S@ﬂéetary

INTERNATIONAL TERRORISM

1. I submit a supplementary brief and talking points on international
terrorism for the Heads of Government dinner this evening.

5 May 1986 D M D Thomas
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TOKYO ECONOMIC SUMMIT: INTERNATIONAL TERRORISM

TALKING POINTS FOR HEADS OF GOVERNMENT DINNER

7 8 Rambouillet draft statement on international terrorism

falls very far short of what is needed at this meeting.

Let me explain why:

Terrorism on our agenda since 1978.

We have made a number of positive steps towards more effective

action:

1978: Bonn declaration on aircraft hijacking;
1980: Venice declaration on taking of diplomatic

hostages;
1981: Ottawa statement on terrorism.

1984: London declaration.

3% All these contained substantive agreement on action in

field of immediate concern.
London Declaration in particular related to state-supported terrorism

and supported five specific proposals:

Closer co-operation between political and security

organisations;

scrutiny by each of us of gaps in legislation
exploited by terrorists;

reduction in size of diplomatic missions;
review of sales of weapons to States supporting

terrorism;
consultation over expulsion of known terrorists.

/4.
CONFIDENTIAL




CONFIDENTIAL

4. Since 1984, scale of State supported terrorism has dramatically

increased and became major threat to security:

recent crisis over Libya a direct result;
brought US initially to break off diplomatic relations

and impose wide-ranging sanctions and ultimately

provoked attack on terrorist targets in Libya in

self-defence;
brought European Twelve to implement stringent
measures in April this year, in fields ‘covered by

London Declaration.

B 'Against this batkground, Rambouillet draft statement could

bring less credit to Tokyo Summit than we would wish:

only specific agreements it contains are to

extend Bonn declaration to.cover all terrorism

affecting civil aviation and to promote action against

terrorism in international organisations.

1

- Cannot believe that you find this adequate either, given

recent events.
6. We all recall how Rambouillet draft came to be drawn up:

problem of' reaching agreement on extension of work
of experts in absence of mandate from Heads of

Government;
Rambouillet meeting of 18 April intended to finalise

this phase of work;
but must now recognise that it now looks very

out-of-date.

Te Must avoid disunity on this question at Tokyo: would give

victory to terrorists.

But do not see why living up to our past decisions need provoke

disunity.

/8.
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Believe we could improve Rambouillet draft statement by

adding following two elements:

(1)

- enumeration of measures we all regard as
essential for strategy against terrorism,
deriving from 1984 London Declaration or
other previous statements from Economic

Summits: viz

Measures Derivation

refusal to sell arms London 1984:
to states supporting "review of sale of arms";

terrorism.

limits on size of London 1984:
diplomatic missions from "use of powers in matters such
states supporting as size of diplomatic missions";

terrorism.

denial of entry to persons London 1984:
involved in terrorism "consultation over exclusion

or expulsion”;

improved extradition Bonn 1978:
procedures "action against States refusing

to extradite";

stricter wisa requirements London 1984:
"scrutiny of gaps in
legislation";

closest possible London 1984:

co-operation between police "closer co-operation and

and security organisations co-ordination between police

and security organisations".
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(ii) commitment by each of us:

to implement the above measures fully within our
own jurisdictions and to work in the appropriate bodies

... to ensure that similar measures are accepted and

acted upon by as many other governments as possible.

9. These two elements would not involve any new degree of
institutionalisation of this forum.

Nor do they involve commitment to national measures going

beyond what I believe we are all in practice doing

already
But they do make clear that we are not taking a step

backwards.

Decision also needed about fields in which experts should be
invited to review progress and make further recommendations:

My suggestions would be:
international maritime transport;
visa policies

extradition procedures.

These are all areas where discussions within this group would
we believe be useful on the principles involved. We would
accept that, as for economic issues, this would not be a forum
in which to take decisions but for consultation and

co-ordination.

10. Hope that colleagues can agree that we should ask our
Personal Representatives (Political Directors) to meet tonight to

work out a strengthened statement on the lines I have suggested:

CONFIDENTIAL /We
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We have a draft we could circulate when they meet.
We could look at the results and come to a final

judgment when we meet tomorrow morning.

CONFIDENTIAL
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ECONOMIC SUMMIT, TOKYO: HEADS OF GOVERNMENT DINNER ON 6 MAY:
INTERNATIONAL TERRORISM

UK Objectives

i) to get agreement that the Rambouillet draft statement
on international terrorism should be strengthened.

to get a working group established tonight (Personal
Representatives or Political Directors) to produce a
revised draft statement tomorrow morning.

not to discuss UK draft text over dinner unless all
Heads of Government ask to see it.

Japanese Objectives
i) to avoid re-opening~ Rambouillet texts.

ii)  to avoid disunity.

US and Canadian Objectives
i) to get strongest statement attainable.

ii) to avoid losing what was achieved at Rambouillet,

French Ojbectives
i) to avoid going beyond Rambouillet statement,

ii) to avoid being cast in the role of blocking fight
against terrorism.

/Talking
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PS/Secretary of State
PS/Chancellor of the Exchequer
Mr Braithwaite

Mr Thomas

Mr Ingham

Mr Meyer

POLITICAL DECLARATIONS

1. I attach agreed final drafts of:

i) the Tokyo declaration "Looking Forward to a Better
Future",

._-> ii) a declaration on nuclear safety after Chernobyl. .

ad referendum Heads of State or Government.

2. These will be consideration as first business at the meeting
of Heads of State or Government this morning.

Sir Robert Armstrong
5 May 1986
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[Final Draft]

TOKYO DECLARATION
LOOKING FORWARD TO A BETTER FUTURE

¥, We, the Heads of State or Government of seven major
industrial nations and the representatives of the European
Community, with roots deep in the civilizations of Europe
and Asia, have seized the opportunity of our meeting at
Tokyo to raise our sights not just to the rest of this
century but into the next as well. We face the future
with confidence and determination, sharing common

principles and objectives and mindful of our strengths.

5 Our shared principles and objectiyes, reaffimred at

past Summits, are bearing fruit. Nations surrounding the
Pacific are thriying dynamically through free exchange,
building on their rich and varied heritages. The
countries of Western Europe, the Community members in
particular, are flourishing by raising their cooperation
to new levels. The countries of North America, enriched
by European and Asian cultures alike, are firm in their
commitment to the realization in freedom of human
potential. Throughout the world we see the powerful
appeal of democracy and growing recognition that personal
initiative, individual creativity and social justice are
main sources of progress. More than ever we have all to

join our energies in the search for a safer and healthier,




more civilized and prosperous, free and peaceful world.
We believe that close partnership of Japan, North America
and Europe will make a significant contribution toward

this end.

. We reaffirm our common dedication to preserving and
strengthening peace, and as part of that effort, to
building a more stable and constructive relationship
between East and West. Each of us is ready to engage in
cooperation in fields of common interest. Within existing
alliances, each of us is resolved to maintain a strong and
credible defence that can protect freedom and deter
agression, while not threatening the security of others.
We know that peace cannot be safeguarded by military

strength alone. Each of us is committed to addressing

East-West differences through high-level dialogue and

negotiation. To that end, each of us supports balanced,
substantial and verifiable reductions in the level of
arms; measures to increase confidence and reduce the risks
of conflicts; and the peaceful resolution of disputes.
Recalling the agreement between the United States and the
Soviet Union to accelerate work at Geneva, we appreciate
the United States' negotiating efforts and call on the
Soviet Union also to negotiate positively. In addition to
these efforts, we shall work for improved respect for the

rights of individuals throughout the world.

Q“aG 0N Av:1727 +0-CA-9Q




4, We proclaim our conviction that in today's world,

characterized by ever increasing interdependence, our

countries cannot enjoy lasting stability and prosperity

without stability and prosperity in the developing world
and without the cooperation among us which can achieve
these aims. We pledge ourselves afresh to fight against
hunger, disease and poverty, so that developing nations
can also play a full part in building a common, bright

future.

& We owe it to future generations to pass on a healthy
environment and a culture rich in both spiritual and
material values. We are resolved to pursue effective
international action to eliminate the abuse of drugs. We
proclaim our commitment to work together for a world which
respects human beings in the diversity of their talents,
beliefs, cultures and traditions. In such a world based
upon peace, freedom and democracy, the ideals of social
justice can be realized and employment opportunities can
be available for all. We must harness wisely the
potential of science and technology, and enhance the
benefits through cooperation and exchange. We have a
solemn responsibility so to educate the next generation as
to endow them with the creativity befitting the
twenty-first century and to convey to them the value of

living in freedom and dignity.
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L, STATEMENT ON THE IMPLICATIONS Lo
OF THE CHERNOBYL NUCLEAR ACCIDENT

(Draft)

We, the Heads of State or Government of seven major
industrial nations and the Representatives of the European

Community, are much concerned.aboutégm:implications of the

4

release of radioactivity followiﬂé)the accident at the

Chernobyl nuclear power station. We express our deep
sympathy for those affected. We remain ready to extend
assistance, in particular medical and technical, if and

when requested.
am

Nuclear power is and will continue to be increasingly
QAo wdad (el - 2 oda ot fusess

widely used source of energy.~ gach country engaged in nuclear
e ——

power generation bears full responsibility for the safety of bthe

design, manufacture, operation and maintenance of its

installations. Each of our countries meets exacting

standards. Each country, furthermore, is responsibble

for prompt provision of detailed and complete information

on nuclear emergencies and accidents, in particular those 1
with &het potential transboundary consequences? (Each of R i
el Sl e
our countries accepts that responsability, and we urge the
OUE_COubtries accep 3

Al ettt Uetans Iyt A

Government of the Soviet Union(ﬁo provide such information,

as our and other countries have requestedw e
NN et rmm—y
e W

We further ask for an analysis by experts, within th
e st?

framework of the International Atomic Energy Agency (IAEA),
of the causes of the accident and of any lessons for the

‘ &*dr o

future. We hope that the Soviet Union will facilitate and

participate in this analysis.
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We welcome and encourage the work of the IAEA in

seeking to improve international cooperation on the safety

e —

of nuclear installations, the handling of nuclear accidents

——
and their consequences, and the provision of mutual emergency

assistance. Moving forward from the relevant IAEA guidelines,
().—\’7/7 b
we urge the early elaboration of an international convention

PRI
— — 4

committing the parties to report and exchange information

in the event of nuclear emergencies or accidents.
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SOUTH AFRICA: HANDLING OF P W BOTHA'S REQUEST FOR A STATEMENT

T Discussion this morning with the Japanese, US and Canadian
Foreign Ministers revealed strong doubts about the possibility of
getting agreement at Tokyo on a brief balancedstatement of
support for a dialogue between South Africa and black
representatives of the kind the Prime Minister hopes to be able
to achieve. They all agreed that the original South African
expectations were quite unrealistic.

2, The arguments put forward were:

(i) any proposal for a positive statement on South Africa
would be met with counter-proposals for additions.
These would be on standard lines (condemnation of

apartheid, demand for release of Mandela, faster
progress towards dismantling of apartheid
etc) of the kind that would be unwelcome to Botha
at present.

the above risk would be particularly acute in the
case of a separate statement. It might be reduced
if a short passage could be included in a more
general statement. But there is no suitable vehicle
available. The general declaration of economic
conclusions are quite unsuitable;

an alternative possibility might be for a brief
reference to be made to South Africa in the
Chairman's summing-up if suitable wording could be
agreed and used.

< The dangers to the COMGEP process of an unbalanced statement
from Tokyo are particularly acute at present. A bad reaction

in South Africa would rub off on their attitude towards COMGEP
and prejudice the prospects for a further visit to South Africa.
Great care will therefore be needed here.

5, The best approach would be for the Prime Minister to sound
out her colleagues (especially The Netherlands Prime Minister,
also President Mitterrand and Chancellor Kohl) before the joint
session on the afternoon of 5 May. It would be necessary to
explain the rationale for making a positive statement at this
juncture, and avoiding the standard condemnatory language. If
their reaction was positive, it would be worth circulating the
attached draft passage at the joint session.
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5. The risk would be that additions would be proposed drawn
from recent statements on South Africa, eg by the 12, which
would therefore be difficult to reject.

A Tt would need to be clearly understood that if a passage
on these lines was agreed for use by the Chairman in his
summing up he should stick to the agreed wording.

14 If the responses from the Prime Minister's colleagues
were equivocal, it would be best to avoid these risks
altogether and to invite the Chairman simply to state, in his
summing up, that the question of South Africa had been
discussed, but avoid going into details.

e

4 May 1986 D M D Thomas
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SUGGESTED PASSAGE ON SOUTH AFRICA FOR CHAIRMAN'S SUMMING UP

On South Africa, the Seven Summit leaders noted and
welcomed the progress made so far by the Commonwealth Group
of Eminent Persons. They expressed full support for the

aim of facilitating a process of dialogue across lines of

colour, politics and religion in South Africa in the context

of a suspension of violence on all sides. They called for
the complete abolition of apartheid and for the establishment
of a democratic, non-racial system of government which would

ensure the protection of minorities.

CONFIDENTIAL




Foreign and Commonwealth Office

London SWIA 2AH

1 May 1986

Tokyo Summit: Soviet Nuclear Accident

At the Prime Minister's meeting this morning,
Sir Geoffrey Howe undertook to provide a brief on Chernobyl
for the Prime Minister's use in Tokyo. I enclose six copies,
which may be used in bilaterals as well as in formal sessions.

K_tj%*vo 27 -V

(R N Culshaw)
Private Secretary

C D Powell Esq
PS/10 Downing Street
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TOKYO ECONOMIC SUMMIT : SOVIET NUCLEAR ACCIDENT

LINE TO TAKE

2 We hope agreement can be reached on the following

elements for a declaration:

express sympathy with the families

and relatives of the victims.

Express deep concern at the Soviet

Union's failure to give early warning

and (even now) adequate information
on this catastrophe which is
seriously affecting neighbouring

countries.

Request the Soviet Union to give a
prompt and full account of what happened

at Chernobyl and why.

Affirm the importance and viability

of nuclear power programmes run with

proper regard for safety.
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Initiate international discussions

aimed at the mandatory disclosure of

information on nuclear accidents with

cross-border effects.

2 Doubt desirability of FRG suggestion that Soviet

Union should be asked to close down all similar reactors

until safety has been strengthened.

CONFIDENTIAL




BACKGROUND

1 Chernobyl is the most serious nuclear accident
to date. The Soviet government have so far provided
meagre information, nowhere near what is needed. Full
and prompt reporting on developments is essential, both
to enable neighbouring countries to react appropriately
and, in the longer term, to ensure that lessons are
learned. The appropriate interntional body is the
International Atomic Energy Agency, which has so far
gone no further than adopting procedures for voluntary

disclosure.

i The FRG proposal would involve shutting

off half the Soviet nuclear generating capacity and would
be bound to be rejected on grounds of impracticality or
of unwarranted interference in internal affairs, or

both. We may however need to look at variations of

the proposal, eg seeking assurances from the Soviet Union

that these reactors will be modified in accordance with

the lessons learned.
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ECONOMIC SUMMIT, TOKYO: HEADS OF GOVERNMENT DINNER ON 6 MAY:
INTERNATIONAL TERRORISM

UK Objectives

i) to get agreement that the Rambouillet draft statement
on international terrorism should be strengthened.

to get a working group established tonight (Personal
Representatives or Political Directors) to produce a
revised draft statement tomorrow morning.

not to discuss UK draft text over dinner unless all
Heads of Government ask to see it.

Japanese Objectives
i) to avoid re-opening Rambouillet texts.

i) ctodveid disunitys

US and Canadian Objectives
i) to get strongest statement attainable,

ii) to avoid losing what was achieved at Rambouillet.

French Ojbectives

i) to avoid going beyond Rambouillet statement.

ii) to avoid being cast in the role of blocking fight
against terrorism.

/Talking Points
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TOKYO ECONOMIC SUMMIT: INTERNATIONAL TERRORISM

TALKING POINTS FOR HEADS OF GOVERNMENT DINNER

1 [ Rambouillet draft statement on international terrorism

falls very far short of what is needed at this meeting.
Let me explain why:
&% Terrorism on our agenda since 1978.

We have made a number of positive steps towards more effective

action:

1978: Bonn declaration on aircraft hijacking;

1980: Venice declaration on taking of diplomatic
hostages;

1981: Ottawa statement on terrorism.

1984: London declaration.

3 All these contained substantive agreement on action in

field of immediate concern.
London Declaration in particular related to state-supported terrorism

and supported five specific proposals:

Closer co-operation between political and security

organisations;

scrutiny by each of us of gaps in legislation
exploited by terrorists;

reduction in size of diplomatic missions;

review of sales of weapons to States supporting

terrorism;
consultation over expulsion of known terrorists.

/4.
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4. Since 1984, scale of State supported terrorism has dramatically

increased and became major threat to security:

recent crisis over Libya a direct result;
brought US initially to break off diplomatic relations

and impose wide-ranging sanctions and ultimately
provoked attack on terrorist targets in Libya in

self-defence;
brought European Twelve to implement stringent
measures in April this year, in fields covered by

London Declaration.

5 Against this batkground, Rambouillet draft statement could

bring less credit to Tokyo Summit than we would wish:

only specific agreements it contains are to
extend Bonn declaration to.cover all terrorism
affecting civil aviation and to promote action against

terrorism in international organisations.

1

- Cannot believe that you find this adequate either, given

recent events.
6. We all recall how Rambouillet draft came to be drawn up:

problem of reaching agreement on extension of work
of experts in absence of mandate from Heads of

Government;
Rambouillet meeting of 18 April intended to finalise

this phase of work;
but must now recognise that it now looks very

out-of-date.

F Must avoid disunity on this question at Tokyo: would give

victory to terrorists.

But do not see why living up to our past decisions need provoke

disunity.

/8.
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2 Believe we could improve Rambouillet draft statement by

adding following two elements:

- (1) - enumeration of measures we all regard as
essential for strategy against terrorism,
deriving from 1984 London Declaration or
other previous statements from Economic

Summits: viz

Measures Derivation

refusal to sell arms London 1984:
to states supporting "review of sale of arms";

terrorism.

limits on size of London 1984:
diplomatic missions from "use of powers in matters such
states supporting as size of diplomatic missions";

terrorism.

denial of entry to persons London 1984:
involved in terrorism "consultation over exclusion
or expulsion”;

improved extradition Bonn 1978:

procedures "action against States refusing

to extradite";

stricter wisa requirements London 1984:
"scrutiny of gaps in
legislation";

closest possible London 1984:

co-operation between police "closer co-operation and

and security organisations co-ordination between police
and security organisations".
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(ii) commitment by each of us:

to implement the above measures fully within our

own jurisdictions and to work in the appropriate bodies

... to ensure that similar measures are accepted and

acted upon by as many other governments as possible.

9. These two elements would not involve any new degree of

institutionalisation of this forum.

Nor do they involve commitment to national measures going
beyond what I believe we are all in practice doing
already

But they do make clear that we are not taking a step

backwards.

Decision also needed about fields in which experts should be

invited to review progress and make further recommendations:

My suggestions would be:
international maritime transport;
visa policies

extradition procedures.

These are all areas where discussions within this group would
we believe be useful on the principles involved. We would
accept that, as for economic issues, this would not be a forum
in which to take decisions but for consultation and

co-ordination.

10. Hope that colleagues can agree that we should ask our
Personal Representatives (Political Directors) to meet tonight to
work out a strengthened statement on the lines I have suggested:
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We have a draft we could circulate when they meet.

We could look at the results and come to a final

judgment when we meet tomorrow morning.
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MR LL (10 Downing Street)

TOKYO ECONOMIC SUMMIT: US/EUROPEAN COMMUNITY TRADE DISPUTE

I attach a note describing what the current US/Community trade
dispute over US exports of grain to Spain and of grain and soya
products to Portugal is about. The dates for action are

1 May (deferred) for Portugal and 1 July for Spain. The most
important points are -

(1) Spain and Portugal are transiting over 7 years from their

current import arrangements to those of the Community. By the

end of the period

- Spain and Portugal will be applying the Community's full variable
levies on imports of cereals. At least in respect of Spain the
prospects for US exports of cereals will get worse.
If thls were agreed, it would be an element in the GATT Article
XXIV.6 negotiation. The situation is less clear for Portugalﬁf:
(currentufﬁggffg-controlled by a monopoly) but the United States
objects to a transitional arrangement under which Portugal would
buy 15.5 per cent of its cereal imports from the Community.

Spain and Portugal will be applying the Community's import
arrangements for soya and soya products. Most US supplies to the EEC
come in as soya beans. The Community has no taraff and no levy

and givescompletely free entry for soya beans. The US comﬁfiznt

is about transitional arrangemiﬁfE_WHf€ﬁ=?ﬁé Community believes

to be no more restrictive than those applied by Spain and Portugal
e —

in a recent period.

Spain and Portugal have substantial industrial protection which
is being phased out as they move to the Community's low industrial

tariffs.




The Commission estimates the ratio of advantages to disadvantagés
for all US exports to Spain and Portugal ias a result of accession

&r 5 to 1.

Community has agreed its mandate for GATT Article XXIV.6
discussions with the United States which will cover the global
effect on trade of the accession of Spain and Portugal and is

keen to get on with them.

In our view the most likely sequence of events is that before

the Tokyo Economic Summit the United States will put quotas on
certain Community exports at levels which have no trading effect.
The Community will respond equivalently. We shall have to find

in the period before 1 July some way of keeping down the temperature
(eg by acknowledging the US "credit" on cereals exports) while
maintaining that the final balance sheet and settlement must cover
all trade, both agriculture and industry.

Recent Spanish and Portugese import figures on cereals and oilseeds

are attached.

I am sending copies to Tony . Galsworthy (FCO), Rachel Lomax
(Treasury), John Mogg (DTI) and Sir Robert Armstrong.

-

Ve e
D F WILLIAMSON

1 May 1986




US exports to Spain

1982

Cereals
Milliontonnes > 0% - i 4

g million 750

US exports to Portugal

1984

Soya 0il 33,000
(for comsumption)

Cereals
milliontonnes
gmillion

1985

about 2.45
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DISPUTE BETWEEN THE EC AND THE US OVER ENLARGEMENT TERMS

The most serious of a series of current trade disputes between the
EC and the US concerns the terms of accession for Spain and Portugal
in certain agricultural products of interest to the US, namely

rain and oilseeds. The US has threatened retaliation within a
month against Portuguese measures, and retaliation in July/August
against the new Spanish cereals regime.

The Problem

2 On grain, Spain and Portugal, which are both in deficit for
feed grain, were previously free to import cereals from any source
on the best available terms, including some 3 million tonnes each
from the USA of various grains. On oilseeds the Accession Treaty
recognises the concern of the Community to maintain the existing
price ratio between olive oil and competing vegetable oils pending
adjustment of the edible oils acquis.

3 The arrangements which apply for Spain and Portugal therefore
are as follows:

Portugal - for cereals the state monopoly of imports will be
progressively liberalised by 20% a year from March 1,
1986 to 1991. Customs duties will be abolished and
a levy system introduced, applicable equally to
imports from Community and third countries, but
subject to a margin of price preference for Community
cereals, plus an obligation on Portugal to buy 15.5%
of its total annual cereals imports from the EC11
from March 1, 1986. '

for oilseeds, import restrictions (which were
abolished at the end of 1984) will be reintroduced

at a level based on trade in 1980-83. For cilcake
contingency provision has been made for restrictions
of imports from third countries till December 31,1992.

for cereals, full import levies (adjusted by any
differences between Spanish and EC10 intervention
prices) whose effect will be inter alia to double
the cost of US maize.

US Action

4 On 2 April the US, which had protested vigorously but belatedly
against these elements in the accession arrangements, on the grounds
that they could entail a loss of trade to the US of $1 billion,
announced that public hearings will be held on April 21, Following
this retaliatory measures will be introduced on or about May 1,

1986 (July 1 in the case of the Spanish cereals levies) under
Section 301 of the Trade Act of 1974. The US argues, in essence,
that (i) negotiations for compensation under Article XXIV:6 of the
GATT should have been completed in the case of the Spanish cereals
levies before the levies were introduced; and (ii) the new
Portuguese import quotas and the Community preference on cereals

are illegal under GATT.
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5 The proposed US retaliation takes the form of a dollar value
qggE3ffggﬂggmmnnihx_uhiﬁEzﬁIFe, equivalent to the alleged adverse
impact on the US of the Portuguese restrictions on oilseeds;
increased duties on a number of products including fruit, fruit
juices, biscuits, cakes etc., to match the Portuguese restrictions
on grain imports; and increased duties to offset the Spanish

levies on grains on a number of products including certain meats,
and cheeses, chamois leather, white wine and spirits including

whisky.

Effect on UK of US list

6 The level and form ofUS action (quota, increased tariff...)

has yet to be specified, but of the products listed, several are
highly sensitive (notably whisky - £270m exports, gin, cakes - £9im,
confectionary - £44m and chamois leather). In most of these, the
UK is a dominant supplier. The overall structure of US retaliation
seems disproportionately detrimental to UK exporters ($580m worth
of exports are vulnerable, compared to $530m for France and much
lower amounts for other Member States).

Community View

7 The Community takes the view that the terms of the accession
arrangements are legal in GATT, both because Portugal had no bound
tariffs for the products in question and because the Community is
prepared to negotiate compensation for the levies on Spanish
cereals imports as part of the overall negotiation under GATT
article XXIV:6 following enlargement. In the Community's view
there is no requirement or precedent for compensation negotiations
under Article XXIV:6 to be completed before a free trade area is
created or enlarged, and the US is in the wrong in insisting that
this should be so. Further, the Community considers that in
accordance with the strict terms of Article XXIV:6 the conse-
quences of enlargement (losses and gains to trading partners)
should be looked at as a whole (the US stands to gain substantially
from many Spanish and Portuguese duty reductions though not till
later in the transitional period). The US disputes this view also.
Within the Community, FRG UK and others have underlined the
shakiness of the GATT defence for a minimum import requirement

laid on Portugal. But the GATT legality of this and other aspects
of the Act of Accession would fall to be addressed, if the US
chose,in a separate Article XXIII panel.

8 The Article 113 Committee (full members) discussed the issue
on 11 April. They concluded that:

i) there was no possibility of reopening the terms of
the Accession Treaty; s &

ii) the Community must insist on a global approach to
the XXIV:6 negotiations, taking into account both
losses and gains to the US;

iii) [ a mandate for the negotiations must be agreed as
quickly as possible;
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all possible steps must be taken to prevent the US
from introducing the threatened retaliatory measures
on May 1;
‘/‘
the most urgent problem was the measures threatened
on 1 May in respect of Portugai; —=—m —

indicative listsAof produc ts for retaliation against
the US must be agreed as quickly as possible;

individual Member States in their bilateral contacts
with the US Must lend every possible weight in support
of the Community position; .

some delegations continued to argue for additional
ngestures" designed to conciliate the US, but this
approach is regarded with deep suspicion by the
Commission and by a majority of Member States.

Impact in UK of Community Retaliation

9 The Community's indic ative lists are designed above all to
focus on products that are sensitive to US Lobbies. But this
objective is not easy to reconcile with UK importing interests.
The inclusion of some products used by UK industries whose exports
are themselves on the US List risks penalising the same sector
twice over: for example, British bakers risk losing US supplies of
dried fruit and almonds at the same time as losing access to the
US market. And up to half of EC imports of some other items (wine
and tinned corn) are bought by British consumers.

Other Current Problems

10 Most of the other various disputes between the Community and
the US (e.g. on steel semis, citrus, VAT on government contracts)
are likely to prove containable and capable of being resolved
either severally or as part of a wider agreement. The Manufacturing
Clause, with the strong US printing lobby defending a long-standing
piece of protectionist law, is an exception. But the enlargement
issue is different from all of these, partly because it involves
agricultural products which are particularly sensitive for the Us
and partly because it entails some basic disagreements as to the
meaning of the GATT. It is common ground that everything possible
must be done to head off the threatened US measures; but this may
not be possible. Although the US appears almost wholly in the
wrong, this will not help the atmosphere for the run-up to the new
GATT Round, nor the common front which the developed countries need
to present on a number of key issues.

18 It is not even clear how much trade the US will lose from the
Community enlargement provisions, since the likelihood is that
quotas/where they apply) will be set at levels which will hardly
reduce US exports to Spain/Portugal compared with the reference

periods.
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Conclusions

12 If the present dispute goes on escalating, the implications
for UK trade, both in the US retaliation lists and in the draft
indicative retaliation lists which the Commission have proposed,
are considerable. The implications are that:

a) the Community should be ready to retaliate quickly
if the US introduces the threatened measures,

b) EC retaliation should be concentrated on sensitive
products ;

¢) the Community must defend the principle of a global
negotiation in GATT that respects the Acts of

Accession;

d) ways to de-escalate the dispute must still be sought.

This points to the following approaches:

A Line.to Take with US:

i A bilateral squabble now could havé very serious consequer

for the forthcoming OECD, Summit and GATT meetings.

The principle of a global GATT negotiation about the
consequences of enlargement is a political sticking-point
for the Community. So, too, is the status of the
enlargement treaties which represent a series of delicate

compromises.

The Community has committed itself to speedy Article XXIV.A
negotiations. US should take up this offer., and press for
early assessment of level of "debit" on Spanish cereals.

{If US emphasise that they are concerned at breaches of
GATT law as well as trade effects]. If this is the worry
then US must have recourse to Article XXIII procedures
our aim in GATT is to strengthen dispute settlement
procedures, not ignore them.

On practical trade impact of Portuguese oils regime, US
should pin Commission down to continuing consultations.
1986 regime will be unrestrictive.

e I —

Same is true for Portuguese grains. Need to consult iﬁ
there is a problem once 1986 results are known.

to Take in Community:

Must stand firm on principle of a global negotiation.
Must therefore finalise mandate and make an early start on

talks.
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Should offer early assessment of XXIV. 6 consequences of
This will demonstrate

change in Spanish cereals regime.
good faith and put an end to excessive US estimates.

On Portuguese regimes, must be prepared for pragmatic
bilateral discussions and must give all possible assurances

on likely levels of trade in coming year or so.

Must emphasise out ulﬁimate objective to return to EC(10)

levels . of "tariff.

14 April 1986
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MR 1{9‘1‘51,1, (10 Downing Street) (\,\A

TOYKO ECONOMIC SUMMIT: AGRICULTURAL
SUPPORT AND PROTECTION

As requested at the briefing meeting this morning, I attach -

(1) the note on Japanese agricultural support and protection
to which the Chancellor of the Exchequer referred this morning.

(2) a short note on the United States Farm Act, which is
derived from a much longer note prepared earlier this year
by the Ministry of Agriculture, Fisheries and Food.

I am sending copies to Tony Galsworthy - (FCO), Rachel Lomax
(HM Treasury), Ivor Llewelyn (MAFF) and Sir Robert Armstrong.

(:£>.(“ LJ((] (f?-‘mﬁ~/

D F WILLIAMSON

1 May 1986
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AGRICULTURAL SUPPORT IN JAPAN ene No

1. Japanese agriculture considered as a whole has remained highly

protected. The ratio of government expenditure on agricultural
support to gross agricultural output rose sharply during the 1960s
and 1970s from 7.2% in 1960 to 19.0% in 1970, and to 30.3% by 1980.
This percentage fell to 29.3% in 1982, reflecting increased budgetary
stringency. Annex 1 sets out the Government expenditure on agricul-
tural price policy for the years 1976 to 1984. The Japanese
authorities view protection against imports and maintenance of price
control as necessary due to the extreme shortage of farm land, given
very mountainous conditions and the need, for food security reasons,

of improving generally low self-sufficiency rates.

2. As in many other countries, distortions are more marked in the

agriculture sector than in other major sectors of the economy;

For many land-extensive products (eg rice), import restrictions
create a substantial gap between the prices facing Japanese

consumers, and those on the world market.

Direct subsidies and monopolistic state trading arrangements

often raise the price paid to domestic producers well above

the prices paid by consumers.

3. The mechanism and source of agricultural support depends on the
product. In the case of rice, imports are virtually excluded and
the price of rice to consumers is subsidised so that the wholesale
price of rice is less than the government purchase price. For other
products imports are generally purchased by a state monopsomist
which can then re-sell in the domestic market and use the resulting
profits to subsidise domestic output. Wheat is imported by the
State Food Agency and then generally resold domestically at a sub-
stantially higher price. The profits that result are used to subsidise
the relatively few domestic wheat producers. Similar arrangements
apply to beef where the difference between import prices and
(controlled) domestic prices becomes the trading profit of the
Livestock Industry Promotion Corporation (LIPC) and is used to

support the domestic beef industry and improve its infrastructure.




Broadly similar arrangements apply to sugar and to dairy products.
For other commodities specific policy regimes apply to each product

or product group. There is no comprehensive price policy or subsidy

policy system as there is in the Community (the CAP). The attached
table (Annex II) outlines the main price policies. Japan is the

single largest importer of agricultural products in the world (17.1

billion dollars worth in 1983). In contrast it has never been a

significant exporter in any major farm products after World War II

(exports in 1983 - $1.5 billion); cohsequently no specific or strat-
egic export policies such as export credits or export subsidies have

been required so far.
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Table 18

GOVERNMENT EXPENDITURE ON AGRIQULTURAL PRICE POLICY

(nict: Billion Yen)

1979 1980 1984 1984/
197§

1. Total Agricultural
Expenditure 0.52:919.7 " 2:075;

. of which on price
policies: R 774.3 766.

Food control ” 667.8 652.
Livestock products . 47.9 49.
Vegetables - 15.9 11.
Fruits . 0.2

Soybeans and
rapeseeds : 8.8 18.

Sugar and sugar
crops : ? M.

Source: MAFF, "“Explanation on Government Budgets for Agriculture Forestry and Fisheries",
various years.
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QUTLINE OF THE MAJOR PRICE POLICIES

Table 20

Type of Price
Support

Major Characteristics

Regulating Law

Govt.
Expend-
iture
(1984)
bill Yen

Related Trade
Measures

Statutory Body

. Wheat §

Barley

. Beef & Pork

. Manufacturing
Milk (Milk
Products)

. Soybeans §
Rapeseed

. Sugarbeet §

cane

. Vegetables

State control

Minisum
guaranteed price

Stabilisation
within a price band

Deficiency payment
+ market inter-
vention for the
products

Deficiency
payment

Minimum

guaranteed price
for producers

+ stabilisation

of imported raw
sugar price within
a price band

Price stabilisa-
¢ion Fund

Govt. regulates marketing of all
commercial based rice.

Food Control

Govt. decides Law

its purchasing and selling prices for

Government , marketing rice.

Govt. guarantees unlimited purchase
at given prices.

Market prices are guided to stay
within the stabilisation price

band through the market inter-
vention of the statutory body (LIPC

Difference between guaranteed price
to producers and estimated cost
price for manufacturers (standard
trading price) is paid by the Govt.
Prices of milk products are guided
to stay around given prices through
the market intervention of LIPC.

When market price falls below the
base market price, the deficiency
is compensated by the Govt. subsidy

A statutory body (SSPSC) purchases
domestic sugar at given supported
prices and sells it at the market
price equivalent. Loss generated
is offset by the Government
subsidies and levies from imported
sugar. Import price of raw sugar
is regulated through the various
measures by SSPSC.

Funds assisted by the Govt.

compensate for part of damage
caused by the price fall below
given levels

Food Control Law

Law concerning
price stabilisa-
tion of Live-

) stock products

Temporary Law
on Deficiency
Payment to
anufacturing
Milk Producers

Temporary Law
for Subsidising
Producers of
Soybeans and
Rapeseed

Sugar Price
Stabilisation Law

Vegetable
Production §
Marketing
Stabilisation Law

1942
(1952)

1961
(Pork)
1975
(Beef)

1966

503

State trading

State trading

Import quota
(Beef)
Countervailing
duty (Pork)

State trading
(Skimmed Milk

powder, butter, etc.)

1Q (Milk, Cream,
Processed cheese)

Automatic Approval(A.A)

(natural cheese).

A.A. duty free

Specific duty
Domestic
variable levy

Food Agency of
the Govt.

Food Agency ot

the Govt.

Livestock
Industry

Promotion Corp.

(LIPC)

LIPC

Sugar and silk
Price Stabili-
sation
Corporation
(SSPSC)

Vegetable
Supply
Stabilisation
Fund (VSSF)

Xauuy

2(98) LdM/ 4OV

2(98)dM/ D1/ 4OV




Table 20 (continued)
OUTLINE OF THE MAJOR RRICE POLICIES

Major Characteristics

Regulating Law

Govt.
Expend-
iture
(1984)
bill Yen

Related Trade

Statutory Bod
Measures . £

. 1) Beef
calves

. 2) Fruits
for
processing

. 3) Eggs

. 4) Formula

Feed

Price stabilisa-
tion Fund

Price stabilisa-
tion Fund

Price stabilisa-
tion Fund

Price stabilisa-
tion Fund

Funds assisted by the Govt.
compensate for part of damage
caused by the price fall below
given levels

Funds assisted by the Govt.
compensate for part of damage
caused by the price fall below
given levels

Funds assisted by the Govt.
compensate for part of damage
caused by the price fall below
given levels

Fuws assisted by the Govt.
compensate for part of damage
caused by the price fall below
given levels A

A.A. Specific duty

A.A. (19 for some
products)

A.A. Specific
duty for eggs
without slells

A.A.

Souree . deed CouniRY
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US FARM ACT :

v

1. The US Farm Act (or Food Security Act 1985 as it is properly

called) was signed by President Reagan on 23 December. It
N A e
- sets out the levels of agzigglfg?e price support (within

limits) for key commodities (wheat, feed grains, cotton,
rice, soya, dairy products, wool, sugar, honey and peanuts)

establishes acreage reduction and conservation programmes

requires the Agriculture Secretary to make substantial
amounts of export credit available

makes mandatory the Export Enhancement Programme (EEP),
which is, in effect, an export subsidy programme

reauthorizes and revises ryral credit and development

programmes. !

is effective until 1990.

2. The declared aims of the Act are

- to begin a transition to a market orientated farm policy

(by reducing loan rates)

- to maintain farm incomes during the transition (by high
target prices and deficiency payments)

- to restore the competitiveness of the US farmer on world
markets (by making the export enhancement programme
mandatory and by extensive provision for 'blended' and

low-interest credit).

3. The Act sets US agricultural support at its highest ever
level at 52 billion over Fiscal Years 1986/88. However, if the
Gramm - Rudman proposals do have a real effect, agricultural
spending as a whole could be reduced. The budget for FY 1987
presented to Congress on 5 February proposes setting the budget
of the United States' Department of Agriculture at 46 billion

in FY 1987: in FY 1986 it was $57 billion. Outlays on commodity

/price
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price support and related programmes are projected to fall from
220.4 billion in FY 1986 to @16.2 billion in FY 1987 but to rise
again to @17 billion in FY 1988 and 1989. Sectors to be reduced
include meat and poultry inspection, crop insurance, extension
services and child nutrition and food stamps. The Administration
expects that the modest reductions in target prices over the
.latter years of the Farm Act coupled with the anticipated growth
in US exports will lead to significant reductions in outlays

for federal farm price support after 1989,

4. In the 1986 Crop programmes announced so far, the outgoing
Agriculture Secretary Block has used his discretion to reduce
loan rates and vary acreage reduction programmes to the CREL .

Acreage reductions for wheat and corn have been set at maximum

levels (25% for wheat, 20% for 'corn) with a further 10% voluntary
\

reduction for wheat farmers who planted before the programmes

were announced.

30 April 1986
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From: Sir G.Littler
Date: 1 May 1986

MR RUCZYS A

SUMMIT - TIED AID FINANCING

The Prime Minister asked for a better brief on this to add to her
dossier. Could we offer her the attached, which I plan in any
case to include in the Chancellor's extra dossier, and which gives
a simplified example showing why the UK and others are keen to get

the Japanese to our way of looking at Differentiated Discount

Factors.

7
/
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CONFIDENTIAL
TOKYO ECONOMIC SUMMIT - TIED AID FINANCING

Objective:
- to join US and others in persuading Japan to accept the
proposed new OECD "discipline" package, including novel

(but essential) use of "Differentiated Discount Factors".

Line to Take:

- we must bring the escalating credit war among industrial
countries under control; it distorts trade and aid and is
costly;
after long discussion we are near to agreement in OECD on
a package which makes sense: only Japan and Switzerland
are opposing;
the feature which they oppose (Differentiated Discount
Factors) is necessary to replace an artificial method of
calculating comparisons which gives unfair advantages to
low interest-rate countries;
it is unseemly for Japan, with its huge current surplus,

to insist on retaining an unfair trade advantage.

Background

Tied aid finance is a device for offering cut-price bids for large

e —
credit-financed export contracts. UK and many others dislike it

but have joined in as the only way of matching the competition (in
which Japan and France have tended to set the pace).

2. The attempt to control the process has been built on the

principle of distinguishing between aid on the one hand and market

trade credit on the other, by establishing a deliberate gap: if

—TTT
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you depart from market terms in relation to exports to countries
for which the agreement allows this at all, then you must offer a
package with a minimum "grant element" of X%. (X% is now %3?.
The US want a 40% minimum: the Community say 35%. These views
could be reconciled in negotiation once the principle is agreed).
3 But to evaluate the "grant element" one must be able to
convert different repayment éaa_iitjfz;t rate schedules (which
can readily involve subsidy) and an appropriate discount factor
must be adopted. This is the focus of the unresolved argument:

- the present arrangement uses an artificial factor of

10% for all discounting calculations;

e —

- the proposed arrangement would use different discount

factors for each creditor country, reflecting market

costs of capital in that country.
4. The importance of this for the UK and others can be seen
from a simple example. Suppose UK and Japan offer identical bids
of £100 million for an engineering project, and each offers to

——.
finance 25% - the permitted "minimum grant element" - by free gift

of tech;I;;l assistance, etc. But the remaining 75% is financed
on credit which costs 12% in the UK and 7% in Japan. Using the
artificial 10% discount factor for both will result in the UK
credit element showing an extra cost to the buyer (because 12>10),
and the Japanese credit an extra benefit. No problem for Japan,
but the UK will have then to produce more aid to get the total
"minimum grant element" back to the required 25%. Using
Differentiated Discount Factors as we propose, this problem would
disappear, because the different market interest rates would be

discounted by different factors and yield virtually identical

results for Japan and UK.
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PRIME MINISTER

ECONOMIC SUMMIT: BRIEFING MEETING

You have a briefing meeting tomorrow morning following

Cabinet to consider the handling of the main issues at the

cc— ,
Economic Summit. You might do economic issues first as the

v

s

Chancellor has to leave.

On the economic issues themselves, there does not seem to

be a great deal to discuss. The Chancellor has sent you a

minute about the handling, together with a revised speaking
"ﬁn—-

note (Brief 2). The two most difficult points will be:-

[ it

(i) how to get endorsement for the rapid launching of a

new multilateral trade round given likely French

opposition?

How to bring effective pressure to bear on Japan

to take further action to reduce its surplus.

On the multilateral trade round we should obviously press hard

M
for an explicit commitment in the Summit conclusions but at
the end of the day will have to settle for whatever is the

best we can get the French to agree to. On Japan, there will

be plenty of opportunities to make our points in discussion
both at the Summit itself and in your bilateral with Mr.
Nakasone (though this comes after the Summit has ended). It

—

will be difficult to secure an explicit commitment from the

Japanese in the conclusions of the Summit. Bugv;ou will want

——————ea
to ensure that officials have some words ready for you to

—

propose.
S PR—

You will want to consider at the briefing meeting to what
extent you need to raise developing country issues, and how

far we are likely to be under pressure to make commitments to
e
which we would prefer not to subscribe (Brief No. 6).
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Terrorism will obviously be a major issue although
information from Washington seems to suggest that the
Americans do not want to risk an open split with any of the
other Summit countries and will not, therefore, pitch their
demands too high. We have sent to Nakasone and the Americans

m———
our alternative draft statement. Depending on whether
Nakasone himself 1s willing to introduce this into the
discussion, you will retain the option to do so. There are

R i

some signs that the Americans may float the idea of an oil
prédc

embargo. The implications for the UK are to be considered

————— - &

further by Ministers tomorrow afternoon. But the Energy

Secretary has already pronounced himself willing to go along

with a Community embargo.

—

—y

We shall want to ensure wording in the Summit conclusions

% 3 R .
that reinforces the commitment to consultations among the

Seven outside the actual Summits themselves. This will help
E—

—
deal with the problem identified by Lord Carrington.

There will also be discussion of agricultural trade and a

speaking note on this is in your briefs at No. 20. The French
will be wary of opening up this issue in tﬁZ‘EGEEEt forum.
Equally, their willingness to go along with a new o
multilateral trade round will depend in good part on their
assessment of whether the Americans are prepared for bilateral
talks between the United States and the European Community

on agriculture with the real intention of trying to defuse
some of the problems in this area. The discussion may also
become entangled with the United States threat of retaliation

against the Community because of Enlargement.

You will want to consider at the briefing meeting whether
and how you might raise the question of the growing burden of

——

social security expenditure and its implications. This is
M

covered in Briefs Nos. 17 and 18.

You will also want to establish whether there is any
particular input needed from us on the Japanese wish to

CONFIDENTIAL
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discuss the "humgn frontier programme" (Brief No. 8). Two

other subjects which may come up are education on which the

Japanese have requested a discussion. This is covered by
M

Brief No. 9; and fusion which the Americans may raise and is

covered in the second brief under Brief No. 8.

On the political side, the main themes, apart from
terrorism, are likely to be East/West relations and arms

control. You will want to have some discussion on the Middle

East, but we hope to keep Southern Africa for bilaterals.

Finally, you might like to have some discussion at the
briefing meeting of how we want to present the Summit to the
N e
British press in advance. It seems to me that the two themes
to stress are action against terrorism; and the success of the
economic policies which the Summit countries have consistently

pursued and which are now producing results.

ey

CHARLES POWELL

| ok Lk
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Notes for Summit

/.

(a) A New Bretton Woods?

We need a reform of fiscal and monetary policies (and
particularly the United States) so that they are more
responsible and conducive to a stable world economy. We do not

R e T

need a new international monetary system.

The appreciation of the dollar 1980-5 was largely a response to
the need for the US to run a large current account deficit and
import capital to finance the budget deficit at the same time
that monetary policy was tightened in order to wring inflation
out of the economy.

To blame floating exchange rates for these problems of a
soaring dollar and high interest rates is like blaming the

messenger for bringing bad news. The dollar did not appreciate

o e iy

because of perverse international monetary arrangements. It

B C———
rose because of the budget deficits and tightened money.
B Y
Any system, be it Bretton Woods or target zones, would have
broken down under the pressures created by the deficits. But

the attempt to hold down the dollar, under a Bretton Woods

system, would have required a large increase in the US money

supply (and/or corresponding reductions in the monetary growth
—————
of Japan and Europe) - hardly the sort of policy that would

promote a stable world economy.

(b) Agricul tural Trade




The United States and Europe appear to be on a collision

course. Both subsidise and protect their farmers. The United

States, however, does mostly arrange the subsidies so that they

decrease the surpluses. The CAP, except perhaps in lactates,
~

ensures that their subsidy system increases the surpluses, and

so exacerbates the tensions in third markets. While no-one
will believe any promises to cut subsidies, the commitment by
the EEC to change their subsidy system so that it penalizes
rather than promotes surpluses would go some way towards both
molifying the Americans and a solution to the underlying

problem.

It would be a good idea to start easing agriculture under the

— —

GATT umbrella (I fancy the United States now regards it as a

mistake to have insisted that, on the founding of GATT,
agriculture be excluded). But progress is bound to be

painfully slow.

(c) Trade in Services

The United States is keen to make progress in freeing trade in

ey

services. Since Britain has a relative advantage in services,
P —

we should strongly support these efforts. Whether it should be

centred in GATT, which unfortunately has no experience in the

— —

area of services, or some other institution, such as the World

e — -

Bank, is one of the issues = but if Barber Conable develops the
em— - s AR 5 S

Bank's impetus along the Baker initiative lines, then I submit
—_— ey

that the issue is resolved.
@(\,a\ A SIA
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