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The Home Becretary has asked me to write to you to let vou know
the latest position about the application by Mr Conrad Elack,
Chairman of the Daily Telegraph, to take up residence in the
United Kingdom. The Prime Minister will recall that Mr Black
raised the matter with her during her recent visit to Canada.

We have agreed Mr Black's request for entry clearance as a
person of independent means and we expect this to take place
immediately. We understand that his wife and two of his four
children will accompany him, the other two children remaining in
Ccanada to complete their education. Mr Black has asked that his
application and his intention to take up residence in the United
Kingdom should not become known and we are therefore treating it
with the utmost discretion.
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Ms Carcline Sloceock
10 Downing Street
LONDON SW1




Foreign and Commonwealth Office

London SWIlA 2AH

S August 1588

Letter from Prince Sihanouk to the Prime Minister

I enclos® the original of the letter from
Prince Sihapouk to the Prime Minister foreshadowed 1n
Jakarta telegram 279 of 28 July. The message is 1in response
te an eariier one from the Prime Minister and does nol regulire
a reply, The Prime Minister will of course have met the
Prince during her vigit to Thailand.
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L. Parker fIHL
Private Eecretari

C D Powell E=sg
BS/Ne 10 Downing Stresat
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e Camnboclye Jakarta, 28th July 1988

Excellancy,

The British Embassy in Jakarta has conveyed to me
Excellency's very thoughtful message, containing
views on the discussion on Cambodia at the recently
Toronto Economic Summit,

I am particularly grateful to have received Your
Excellency's gracious comments and pay homage to ¥Your
noble concern and efforts to help my unfortunate: people
and country. With the assisgtance of the Leaders of the
Frea HWorld, like Your Excellency, I hope to be able to
gave what is: left of my country and people.

I am very touched by Your Excellency's personal
coficern in my people's well-being, as exprezssed by Your
kKind decigion to wisit the EBihanoukist refuges camp of
Site B, during the course of ¥Your forthecoming wvigit to
Thailand. May 1 assure Your Excellency that my pecple
and I are very mich locking forward to Your Excellency's
vigit to our camp, whare a most friendly and respactful
walcome awaites Your Excellency and Yeour delegation.

Pleage gocept; Your Excellency; the renewed agsurances
of my highest consideration and personal esteem.

o=

"

D
P

Her Excellency

The Right HBonourable Mre. Margaret Thatcher,
British Prime Minister,;

LONDION .







AUSTRALIAN HIGH COMMISSION : LONDOM

AUSETRALIA HOAISE STRAND WICZB ALA TEL 1-37 4354
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£1 July 1988
Diiract sncuiey 07 -338
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Mr B.R. Norgrove
Privata Sacretary
Prime Minister
10 Downing Street
LONBEON SWI1A ZAA.

bear Mr Norgrowve,

I enclose the original of a Lletter of 10 June 1988 from
the Australian Prime Minister, The Hon. Ruada. Hawke, to

the Prime Minister, The Rt. Hon. Margaret Thatcher NP,

en the Toronto Summits

The text of Mr Hawke's Letter was conveyed by the High
Commissioner to the Prime Minister's O0ffice on 11 June.

Yours sincerely.

e




10 DOWNING STREET
LONDON §WIA 2AA

THE PRIME MINISTER 21 July 1988

\/E:M 23::1 EHJJ"""“-'I.

I read your message to the Heads of State or Government
attending the Toronto Economic Summlit with interest. As you
will be aware, the summary of the discussion of Cambodia
which was read oot by the Canadian Forelgn Minister after the
Summit repeated the Seven's call for the withdrawal of all
Vietnamese troops and their support for the re-emergence of a

free and independent Cambodia.

1t remains to be seen whether the Vietnamese Government
will abide by their declared intention to withdraw all their
troops from Cambodian territory, and will genuinely
co-gperate in the search for a settlement of the problem
accept.able to all the parties concerned. Pressure on Vietnam
to co-operate has been, and remains, the primary focus of the
affor-s of the international community. But it will be
essential to ensure that any vacuum created by Vietnamese
withdrawal is not filled by the return of Pol Pot's Ehmer

Rouge. With the support of the international community, you

have a unique role to play in the process which we all hope

will bring peace and freedom to the Cambodian people.

I look forward to meeting you at the Site B Camp in
Thailand on 7 August and again when you make your own working




.v:i;.-.'r to Britain on 25726 October when 1 hope we shall have

the opportunity for more substantial discussion.

Hiz Boyval Highness Prince Neorcdom Sihanouk




CONFIDENTIAL

Foreign and Commonwealth Office

Londen SWlA 2AH

20 July 1988

Further to my letter of 17 - dJune to Nigel Wicks
I enclose a draft reply from The Prime Minister to the
letter which Prince Sihanouk =ent to Heads of State or
Government attending the Toronto Economic Summit.

The Canadians have not replied in writing on behalf
of the Seven, although Clark acknowledged the message
prally when he met Sihanouk on B July. Nevertheless we
believe that a British response would be timely given the
Frime Minister's forthcoming wisit to Site B, the main
Slhanoukist refugee camp in Thailand, and her prospective
meeting with Prince Sihanouk again when he wisits Britain
on 25726 October.

On 10 July Prince Sihanouk announced his resignation
as President of the Coalition Government of Democratic
Kampuchea (CGDK). This is not the first time he has done
80, A8 far as we can judge, his reasons are tactical, to
distance himself from the Khmer Rouge and to make his
pog2ition as the head of a neutral Cambodian Government
consisting of the CGDE and Heng Samrin factions more
credible. He is not expected persconally to attend the
Jakarta Informal Meeting on 25 July but apparently still
intends teo play an active part in solving the Cambodian
problem.

Although now in France, Sihanouk still plans to be at
site B for the Prime Minister's wvisit. But he is mercurial
and we should try to pin him down. The draft reply i=s
therefores intended to do this, as well As to give him
encouragement and reassurance.

IE the Prime Minister is content, we shall ask our
Embassy in Paris to ferward the letter to Prince Sihanouk.

th/E"w"‘::- et

£8 0

LR N Peirce)
Private Secretary

=t

C D Powell Esg
LG Downing Street

CONFIDENTIAL







DSR 11 (Revised) \
DRAFT:  minote/letter/teleletter /despateh/nate TYPE: Drufi/Final 14+

. FROM;: Reference

Prime Minister LasAhFR

DEPARTMENT: TEL, Nk

SECURITY CLASSIFICATION T 1y i

Prince ¥Worodom Sihanouk

Your Reference

Top Secrat
Secret
Confidential
Restricted
Unclassified

Copies Lo

PRIVACY MARKING SUBJECT:

1 read your message to the Heads of State or GCovernment
cesnens s oo AN Confidsncs

attending the Toronte Econcmiec Summit with interest. As

vou will be aware, the summary of the discussion of

Cambodia which was read out by the Canadian Foreign
Minister after the Summit repeated the Saven's call for
the withdrawal of all Vietnamese troops and their support

for the re—-emergence of a free and independent Cambodia.

It remalins to be seen whether the Vietnamese Government
will abide by their declared intention to withdraw all
thalr troops from Cambodian territory, and will genulnely
co=operate in the search for a settlement of the problem
acoceptable to all the parties concerned. Pressure on
Vietnam to cooperate has been, and remaina, the primary

foocus of the efforts of the international community. But

it will be assential to ensure that any vacuum created by

Enclosures—flagls) ..o

ietrnamese withdrawal is nﬂﬁrgimpf$ filled by the return
of Pol Pot's Khmer Rouge., With the support of the

international community, you have a unigue role to play




in the process which we all hope will bring peace and

fresdom tEo the Cambodian people,

I look forward to meeting you at the Bite B camp in

Thailand on 7 August and again when you make your own

working visit to Britain on 25/26 October when I hope we

shall have the opportunity for more aubstantial

discussion.




PRIME MiNIESTER

CaMBERTA

Alstads 7'

11 JUL 1000

On the eve of the Toronto Economic Summit, I wanted to
emphasise to you the importance Australia attaches to
this meeting, and in particular teo its outcome on trade
and agricultural reform.

Last year's Venica Summit, following on from the 1987
OECD Ministerial Meeting, achieved an historic
breakthrough in racognising the serious nature of the
world's agricultural problems and the key role that the
Uruguay Round of multilateral trade negotiations should
play in maintaining and strengthening an open
multilateral trading environment. Your personal
contribution to the achievement of those positive
results at the Venice Summit was much appreciated by
Australia. I am also aware of the role you have
continued to play by injecting these perspectives into
tha policy deliberations of the European Community.

Despite the positive signals from last year's meetings,
the recent OECD Ministerial meeting in Paris brought to
light sharp differences between Summit participants on
Uruguay Round issues, particularly agricultural reform
and the nature and role of Lhe Ministerial Mid-Tarm
Review to be held in Montreal in December. I am
moreover concerned by some reports that little progress
can ba expected on thesa issues at Toronto.

I sea it as essential that Summit leaders re-emphasise
the commitments they made last year to the urgent
pursuit of agricultural reform and agree on the need for
the Montreal Mid-Term Review to achieve substantive
results where possible, and particularly in agriculture.
A strong and unified message from Summit leaders
incorporating these elements would do a great deal to
revitalise the negotiating environment in the lead up to
Montreal and provide further impetus for the Round as a
wholea.

Unless concerted leadership is shown, there is a very
real danger that the momentum in Geneva will be lost and
that protectionist pressures will intensify with
rasultant risks for world economic growth.




I wish you a successful and rewarding meeting in Toronto
and look forward to discussing the outcome with you
during your visit to Australia in August, a wisit which
my Government regards as one of the most important in
our Bicentennlal year.




FERSONAL AND CONFIDENTIAL

10 DOWNING STREET

From the Principal Private Secvatary 11 July 1988

TORONTO ECONOMIC SUMMIT: RECORD OF THE FPROCEEDINGS

You may be interasted to see a copy of the detailed record
of the discussion at the Toronto Economic Summit which concernsd
agriculture. I now attach a copy of the note that I have prepared
on the basis of notes that I took during the discussion.

Could I ask that you should treat this note on a perscnal
basis and show it only to your Minister and to David Hadley.
I ask this because the Frime Minister attaches considerable importance
to restricting te the very minimum the circulation of records
of her discussions with Heads of Government, and I know that she
would not want this record to be distributed widely.

Andrews, Esqg., C.B., C.B.E.
ry of Agriculture; Fisheries and Food




PERSONAL AND CONFIDENTIAL

10 DOWNING STREET

From the Principal Private Secretary 11l July 1988

TORONTO ECOMOMIC SUMMIT: RECORD OF THE PROCEEDINGS

¥You may be interested to see a copy of the detailed record
of the discussion at the Toronto Economic Summit which concerned
trade. I now attach a copy of the note that I have prepared on
the basis of notes that I took during the discussion.

Could I ask that you should treat this note on a personal
basis and show it only to your Minister, I ask this because the
Prime Minister attaches considerable importance to restricting
to the wery minimum the circulation of records of her discussions
with Heads of Govermment, and I know that she would not want this
record to be distributed widely.

S Ge M. Robarts,; Esdg.
Department of Trade and Industry




CONFIDENTIAL

Foreign and Commonwealth Office

London SWI1A 2AH

B July 19588

N L Wicks Esqg CEE
Mo 10 Downing Street

!ﬁm Fn.,-"|* b icks _.

TORONTO ECOMOMIC SUMMIT: RECURD QF THE PROCEEDINGS

1. Many thanks for your detailed record of the discuszsiong at
Toronto, sent tnder cover of your letter of 30 June to
Tony Galsworthy.

2. We ppoke about copying action outside the FCO and the
Treagsury and yopu agreed that Christopher Roberts at the DTI

and David Hadley at MAFF should see relevant passages only.

We have done a scissors and paste job on your text, and I

attach selected extracts for Christopher and David respectively.
If you agree with our "selection®, vou will no doubt wish to
write a personal covering letter in order to stress the
confidentiality of this record.

LT\"‘-“R E‘u—:c.-:.-ah.,f

ATES la E§ﬂ141r

for T L Richardson
Economic Relations Department
WH 413 270 2670

CONFIDENTTIAL




10 DOWNING STREET
LONDON SWIA 1AA

Frovm the Principal Privete Secrerary

7 July 1988

7 A

TCRONTO SUMMIT: AFRICAN DEBT

Reading paragraph 7 of FCO telagram number 225 to Abidjan
of 8 July, which refers to the phrase in the Toronto
Declaration "within a framework of comparability®™, I am
raminded that I have not recorded a little exchange in the
Sharpas' drafting group when this passage was discunssed. I
arguad strongly for the inclusion of some refarence to
burden—-sharing. The Americans; and I recall okthers, obj=scted.
1 accaptad the text as it eventually appeared in the
Daclaration, o0 the basis of a Firm assurance from Trichet

that the words "within a framework of comparability"™ included
the concept. of hurden—sharinq. T said that I dropped my point
in view of the assurance of the Chairman of the Paris Club
that the drafting alr=ady, effectivelvy,; took care of it.

I am copying this letter to Tom Richardson (Foreign and
Commonwaalth Office).

N. L. Wicks

F. Mountfield, Esg.;
HiM. Treasury.
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FM FCO

TH PRIOGRITY WASHINGTON

TELWNO 1132

OF OfM&6372 JULY B2

AND TO PRIORITY UKREF BRUSSELS, EC POSTS, WELLINGTON

AND TO PRIOGRITY CANBERRA, OTTAWA

AND TO PRIORITY TOKYOQ, UKEMIS GEMEYA, UKDEL OQOECD, UKDEL IMF/IBROD
LWFEG nOlTIRE BERWE, STOCKHOLM, VIENNA, CSLD

INFO SAVING BRASILIA, BOGOTA, SANTIAGO,. MONTEVIDED, KUALA LUMFUR
INFO SAVING MANILA, JAKARTA, BANGKOK, BUDAPEST, HELSINKI

FLO TELSNOS 1048 AND 10&B: TORONTO ECOWOMIC SUMMIT: TRADE AND
AGRICULTURE

gt THE OUTCOME OF THE TOROWTO SUMMIT ON TRADE AND AGRICULTURE
WAS SATISFACTORY. IT ENEDRSED THE IMPORTARCE OF MAINTAINING THE
MOMENTUM OF THE URUGUAY ROUND NEGOTIATIONE AND SET THE FRAMEWORK
FOR THE PREPARATION FOR THE MID-TERM MEETING (MTM} IN MONTREAL
IN DECEMBER.

2, THE COMMUNIGQUE (BY BAG TO SOME POSTS) CONFIRMS PUNTA DEL
ESTE COMMITMENTS, REPRESENTE A USEFUL ADVANCE ON THE GECD
MINISTERIAL COMMUNIQUE IN MAY, AMND MORE FIRMLY ESTABLISHES THE
POSSIBILITY OF SOME CONCRETE RESULTS BEING AGREED AT MOMTREAL.
IN PARTICULAR, IT:
= REAFFIRMS THE IMPORTANCE OF A SUCCESSFUL URUBUAY ROUND,
AND THE PUNTA LAMGUAGE ON STANDSTILL AND ROLLBACK AND
EARLY AGREEMENTS WHERE POSSIBLE (TWICE) {PARA 14&).

= EMPHASISES THE IMPORTAMCE OF THE MTM FOR THE SUWCCEES OF
THE ROUNE, AND THE NEED THEN TO REGISTER TAMNGIBLE PROBREGSS.
IT CALLS FOR THE GREATEST POSSIBLE ADVANCE IN ALL AREAS,
WITH DECISIONS WHERE APPROPRIATE, AND ADOPTION OF A
FRAMEWORK APPROACH OMN ALL ISSUES. (PARA 1%).

- WELCOMES PROGRESS TOWARDS COMPLETION OF THE SINGLE
EUROFEAN MARKET {(AND THE US/CANADA FREE TRADE AGREEMENT),
WHIEH SHOULD SUPPORT THE ODPEN, MULTILATERAL TRADIMG SYSTEM.
(PARA 15).

- IMCORPORATES A UK=INSPIRED PARAGRAPH (PARA 16} ON
STRENGTHENING THE GATT SYSTEM AND IMPROVED DISPUTE

PAGE 1
CONFIDENTIAL
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MDLOAN 5220

SETTLEMENT PROCEDURES (ONE OF OUR KEY OBJECTIVES).

- ENCOURAGES THE NEWLY INDUSTRIALISING ECOMOMIES (NIESY TO
UNDERTAKE INCREASED COMMITMENTS WITHIN GATT (INTEGRATILON).
{PARA 17).

- FRESTATES THE NMEED TO MAKE AGRICULTURE MORE RESPONSIVE TO
MARKET SIGNALS, AMD EMPHASISES THE IMPORTANCE OF THE MTA.
IT SUPPORTS EFFORTS TO ADOPT A FRAMEWDRK APPROACH INCLUDING
SHORT TERM ELEMENTS IN LINE WITH THE LONGER TERM BOAL QF
REBUCING ALL FORMS OF SUPPORT AFFECTING AGRICULTURAL TRADE
(PARA 18).

- EXPLICITLY RECOGNISES THE USEFULNESS OF A PSE-TYPE
MEASURING DEVICE (PARA 18) (FOR THE FIRST TIME: THE DECD
COMMUNIGUE REFERRED ONLY TO THE CONTINUATION OF WORK OMN PSES
WITHIN QECE).

3. WHAT THE COMMUNIGUE DOES NOT, AND COULD NCT DO, I5 TOD
GUARANTEE THAT SPECIFIC RESULTS IN PARTICULAR FIELDS WILL BE
ACHIEVED OVER THE MEXT MONTHS, 1IN MANY AREAS OF THE
NEGOTIATION, RELATIVELY LITTLE PROGRESS HAS BEEN MADE, AMD ON A
NUMBER OF I5SUES FURTHER ADVANCE WILL DEPEND UPON THE
WILLINGNESS OF THE MAIN PLAYERS TO MOVE FROM EMTREMNCHED
POSITIONS. THE DEVELOPING COUNTRIES IN PARTICULAR ARE LIKELY TOQ
MATNTAIN A DEFENSIVE POSTURE UNTIL THEY ARE PERSUADED OF THE
BENEFITS OF THE NEGOTIATIONS TO THEM. THE DUTCOME AT MONTREAL
MUST THEREFORE STILL REMAIN UNCERTAIMN. MEVERTHELESS . THE
RECOGNITION (PARA 19) THAT DECISIONS CAN, WHERE APPROPRIATE, BE
TAYEN BY THE TIME OF THE MTM ESTABLISHES FOR THE FIRST TIME A
LINK BETWEEN THE MTM AND THE PUNTA LANGUAGE ON EARLY RESULTS.
1T ALSO REINFORCES ARGLMENTS AGAINST A NARRDW
INTERPRETATION OF GLOBALITY (IE PROGRESS IN ALL SECTORS AT THE
PACE OF THE SLOWEST). THE PARAGRAPH 15 OF GENERAL APPLICATION
BUT COMES AFTER THE PARAGREAFH ON AGRICULTURE AND SHOULD (ME
THINK) BE READ AS INCLUDING AGRICULTURE. SIMILARLY THE
BISCUSSION OF SHORT TERM ELEMENTS IN PARA 18 IS5 1IN THE MTH
CONTEXT (THOUGH NGT SPECIFICALLY LINKED TO IT). WE WELCOME THE
PUBLIC MESSAGE TO THE MEGOTIATORS TO GET ON WITH THE JOB.

4., THE UK AIM ON AGRICULTURE IS5 MTM AGREEMENT ON A CLEAR
FRAMENORK FOR LONG TERM REFORM AND SPECIFIC EARLY ACTIONS
EONSISTENT WITH THE LONG TERM OBJECTIVES. THE US HAVE LHOWN
WELCOME SIGNS OF FLEXIBILITY OVER THEIR INSISTENCE ON A

PAGE 2
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COMMITMENT TO ELIMIMATION OF ALL TRADE DISTORTING SUFPPFORT BY THE
YEAR 2000 &S A PRECONDITION FOR DISCUSSING SHORT TERM MEASURES.
BUT I5 IS CLEAR THAT THEY HAYE WNOT MODIFIED THEIR ULTIMATE GOAL.
THEY WILL DPPOSE (AS THE UK WOHLDY AMY AGREEMENT OGN SHORT TERHM
MEASURES THAT DOES WNOT ALSO ADDRESS THE LONG TERHM. IN THE NEAR
FUTURE, IT MAY BE DIFFICULT TO PERSUADE THE EC TO GO BEYOND THE
REFORMS AGREED IN BRUSSELS IN FEBRUARY, BUT THE EC TOO HAS
COMMITTED ITSELF TO LONG TERM GOALS. THE EC MUST NOW BULILD ON
ITS OWH SHORT TERM PROPOSALS IN LINE WITH THE LONG TERM GOAL OF
REDUCING ALL MEASURES THAT (DIRECTLY OR INDIRECTLY)M AFFECT
TRADE. TABLING OF THE CAIRNSE GROUP PAPER ON QUOTE DOWNPAYMENT
UNGUOTE AT THE JULY AGRICULTURAL NEGOTIATIWG GROUP SHOULE BE
HELPFUL IN FOCUSING ATTENTION CONSTRUCTIVELY ON THIS ISSUE.

i IN SFEAKING TO YOUR COMTACTS, PLEASE DRAW ON THE FOLLOWING.

LINE TO TAKE

TRADE

= THE SUMMIT COMMUNIQUE GIVES A FIRM MESSAGE TO THE GATT
NEGOTIATORS BY REAFFIRMING COMMITMENTS MADE AT PUNTA BEL
ESTE (IN PARTICULAR THE NEED TO RESIST NEW PROTECTIONILIST
MEASURES AND PROGRESSIVELY TO REDUCE THE PRESENT BARRIERS TO
TRADED , AND EMPHASISING THE IMPORTAMCE OF THE MTM, AT WHICH
BECISIONS CAN BE TAKEN IF APPROPRIATE.

= THE SUMMIT ENDORSES OUR VIEW THAT TAMGIBLE PROGRESS MUST
BE REGISTERED ON ALL TSSUES BY THE TIME OF THE MTH. THIS
GPENS THE WAY FOR COMCRETE MTM PROGRESS ON ISSUES SUCH AS
DISPUTE SETTLEMENT, FUNCTIONING OF THE GATT SYSTEM AND
TROPICAL PROBUCTE, ANMD THE ESTABLISHMENT OF NEGUTIATING
FRAMEWORKS IN OTHER. AREAS (NEW ISS5UES SUCH AS SERVICES, AS
WELL A5 AGRICULTURE).

= WE ATTACH GREAT IMPORTAMCE TO THE STRENGTHENIMNG OF THE
GATT SYSTEM ITSELF, AND IN PARTICULAR TO IMPROVING DISPUTE
SETTLEMENT PROCEDURES TO ENSURE THAT TRADE DISPUTES ARE
RESOLVED SPEEDILY, EFFECTIVELY AMD EQUITABLY. THE
COMMUNIGUE USEFULLY EMPHASISES THESE ELEMENTS.

= BY REFERRING TO THE NEED FOR NEWLY=INDUSTRIALISED
ECONOMIES TO ACCEPT MORE FULLY THEIR GATT ODBLIGATIORS,. THE
COMMUNIGQUE REFLECTS OUR COMMITMENT TO THEIR INTEGRATION IN
THE GATT ROUND.

PAGE 5
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AGRICULTURE

= THE COMMUNIGQUE UNDERLINES THE NEED FOR THE FARMIMG SECTOR
TO BECOME MORE RESPONSIVE TO MARKET SIGNALS — OQUR UNDERLYING
QBJECTIVE IN TACKLING AGRICULTURAL DISTORTIONS.

- THE COMMUNIGUE USEFULLY LIMKS SHORT TERM STEPS WITH
LONGER TERM GOALS IN THE FRAMEWORE APPROACH OQUTLIMED IN THE
QECD MINISTERIAL COMMUNIRQUE . IT DEFIMES THE LONG TERM GOAL
IN HELPFUL BUT NOT OVER PRECISE TERMS: THE REDUCTION OF ALL
SUBSIODIES AND OTHER MEASURES DIRECTLY AND INDIRECTLY
AFFECTING AGRICULTURE TRADE, WILTH THE OBJECTIVE OF MAKING
AGRICULTURE MORE RESPONSIVE TO MARKET SIGNALS. IT UEEFULLY
CALLS FOR ADQPTION OF THE FRAMEWORE APPROACH AT THE MTH,
WHERE THE UK OBJECTINE IS FOR AGREEMENT ON BOTH LONG TERM
AND EARLY SHORTER TERM ALTION. THE COMMITMENT TO TAKE EARLY
DECISIONS WHERE APPROFRIATE AT THE MTM WILL BE HELPFUL IN
THIS COMTEXT .

- FOR THE FIRST TIME THE USE IN GATT OF A GQUOTE DEVICE FOR
THE MEASUREMENT OF SUPPORT AND PROTECTION UNQUOTE IS
EXPLICITLY EHNDPOREED BY SUMMIT LEADERS. WE BELIEVE THE USE
BF A PSE-TYPE MEASURE WILL BE USEFUL IN DEFINING BOTH THE
SHORT AND LONG TERM ELEMENTS OF ANY PACKAGE, AND IN
FROVIDING THE LINK BETWEEN THEM.

DISTRIBUTION

MAIN 231

. FRAME EXTERNAL

ADDITIORAL

FRAME

PAGE &
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10 DOWNING STREET
LONDON SWIA 2AA

THE PRIME MINISTER b July 1988

Thank ¥ou for your letter of 20 May about the Toronto

Economic Summit .

You will have seen that the Toronto Economic Declaration
reaffirmed the macroeconomic policies which have produced
gsustained economic growth and low inflation. The benefits
that these policies have orought are by no means confined
only to the Sommit nations.

Dne of the major achievements of the Summit was ELhe

agreement reached on debt, where discussions concentrated on

how to help the poorest; most indebted African countries.

The Chancellor of the Excheguer has, as you
kindly mentioned in your letter, taken the lead in pressing
Eor action. AL Toronto we all welcomed Nigel Lawson's
proposals,; together with those subseqguently put forward by
other countries, and agreed on a plan which will bring
consilderable relief to the worst off sub-Saharan African
debtors. There are some technical details yet to be sortad
out by the Paris Club, At Toronto we called for this work to
be completed DY the end of this year.

We have also been lookKing at ways of clearing the
arrears to the IMF of some highly indebted countries; but
this will not be easy.




I agree with you on the need for orderly and negotiated
solutions to the problems of middle-income debtors but these
must continue to be negotiated on A case by case basis.
Devalopments on the "menu of options" are ancouraging, but
therea is scope for further imaginative solutions. This is a
matter for tha banks to negeotiate voluntarily with the
debtors. But we are playing our role toor through the
General Capital Increase for the World Bank which the United
Kingdom expects shortly to subscribe to, and through
rescheduling of official debt and appropriate provision of

aXparkt cover,

The preparatory phase in the Uruguay Round has proceeded
satisfactorily and was completed on schedule at the end of
1987. This year, with real negotiation under way, the GATT
Mid Term Meeting in Montreal in December will provide an
important apportunity to register progress in all areasa of
the negotiations including those where early agreement may be
possible. Among these, the tropical products negotiation, in
which the European Community tabled tha first substantial

proposal last year, is of particular relevance to developing

countries. The Toronto Summit has provided the basis for
progress by allowing for decisions to be taken at the MM
where possible. The Torcnto Declaration re-emphasised the
commitment of Summit leaders to agricultural reform and
callaed for further steps te make the crucially important area
of agriculture more responsive to market signals.

I agree that we live in an increasingly interdependent
world. Developing countries need outside help and the Unitad

Kingdom is one of the world's major aid donors.

The recent rise in commodity prices will have gone same
way towards lessening the problems of some commodity-—
dependent developing countries. But commodity problems
should be considered in the right context, as part of the
wider developmental process. Looking at past experience,
¥ou suggest, it 18 clear that existing mechanisms,
particularly market intervention by international commodity




agreements, have proved unsatisfactory in addressing the real

proole of commodity-dependent countries. These countries

need help to adjust their economies te changing global
conditions, IE is t5 this and that the British Government
strongly supports the wide-ranging structural adjustment

programmes of the International Finapcial Institutions.

His Excellency Senor Javier Perez de Cuellar




10 DOWNING STREET
LONDON SWIA 244

THE PRIME MINISTER f July 1938

e WLt i

. Thank you for your letter of 31 May enclosing a copy of
the ICC statement, which you also copled to Sir Geoffrey

Howea ,

[ believe the Toaronto Summit was a considerable success.
[t underlined the sffectiveness of the economic policies
pursued in this second seven year cycle of Summits. As 1
gaid in my statement to the House of Commans, Heads of
Governmant committed themselves to continue the Eiscal,
monetary and structural policies which have brought six years
of non inflationary growth. Existing arrangements for
coordination are working well - as demonstrated by tha
capacity of the world economy to absorb the shock of last
October's stock market collapse. External imbalances are
falling, and Summit leaders agreed to continue their efforts
to reduce them further. They also recognised that this is
not just a matter for the major surplus and deficit

countries: the newly industrialising economies also have a

part to play.

Yoar point about the need to break down structural
rigidities was also reflected in the declaration., We
committed ourselves to continue structural reform, with
specific priorities for each of our countries set cut in an

hnnex.




1l agree that a successful ocutcome to the Uruguay Round
must be a priority. Toronto gave a further impetus to the
Genava nagotiations paricularly in the run up to the Montreal
Mid Term Meeting of the GATT Round. I was especially pleased
that the declaration contained a renewed commitment to
standstill and rollback of protectionist barriers, and
endorsed the need bto strengthen GATT disciplines and dispute
settlement procedures. Just as importantly, we all also
reaffirmed gur commitment to agricultural reform; we pledged
Eo take Further steps fto make the agricultural sector morea

responsive to the needs of the market.

We reached agreement at Toronto on rescheduling the
pfficial debt of the poorest debtor countries, particularly
in Africa. The technical details of the agread framewark of
comparability will now be worked out in the Paris Club. The
various proposals of Wigel Lawson and others offer an
opportunity significantly to help some of the poorest
countries, who are seeking to Implement internationally

agread programmes of economic reform.

5o I am sure you will agree that the Toronto 5ummit made
good progress on the three major areas of concern you
ideptified in your paper: sustainable world growth, the

Urugnay Round and debt. In additicon, I consider that the

agreements reached on drugs and on terrorism will rank as

particular achievemants at this Summit.

Sir Graham Wilkins
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THE PRIME MINISTER 6 July 1
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Than« you for your letter of 3 June eanclosing INICE's

papar .

The Togronto Summit addressed all of the issues traatad
in your paper. We took a confident view of the werld

economy: We underlined the effectiveness of the economico

policies that have been pursued in the past saven years,

during the second cycle of Summit meetings new concluded. We
also agreed to continue sound policies. But osur declaration
was not complacent. It warned of the need to maintain
viglilance against any resurgence of inflation:; and we agreed
to continue efforts to reduce axterrnal imbalances. (Countries
with budgetary deficits committed themaslvaz to continuing to
reduce them, while those with large external sucrpluses
contlnuing to sustain the momentum of domestic demand. And,
in a polnt your paper alsc makes, we drew attention te the
contribution that the newly industrialising =conomies can and
should make. Microeconomic (structural) reform was another

priority which we identified in each of our countries.

I belisve that the discussions at Toronto have indeed
given a further impetus to the GATT negotiations in this
important period before the Mid Term Meeting in Montreal,




Cur commitment to standstill and rollback of protectionist
barriers was renewed; and, a point which T considar
particularly important, emphasised the need to strengthen
GATT disciplines and disputa settlement procedures. The
Toronto Declaration also specifically recognised that the
Montreal Mid Term Meeting can take decisions, where
conditions are ripe, and referred to the greater
international responsibilities of certain newly
industrialising countries in the Asia Pacific region.

One of the major achievements at this Summit was the
agreament to reduce the debt burden of some of the poorest
and most indebted African countries. This owed much to the
initiative put forward by the Chancellor of the Excheguer
OVar a year ago. I entirely agrea with you that developing
countriss must also help themsslves by, for example, creating
favourable conditions for international investment = a point

to which the Toronto Summit also drew attention.

f
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From the Private Secretary 4 July 1983

Thank you for writing to the Prime Minister on 14 June,
on behalf of the signatories to the Jakobstettel Conference,
about the Report of the World Commission on Environment and
Development.

A3 I hope You have now seen, the communigue issued at the
end of the Toronto Summit drew attention to the Report and
endorsed the concept of sustainable development. The
commnunique also highlighted a number of specific environmental

issues and, inter alia, encouraged all countries to sign and
ratify the Montreal Protocol on Substances that Deplete the
Ozone Layer, to energetically pursue negotiations on a
Protocol on emissions of nitrogen oxides, to develop an
international agreement on the transfrontier shipment of
hazardous wastes and to establish an inter-governmental panel
on global climate change under the auspices of UNEP and WMO.

{C. D. POWELL)

The Convenor of the Jakobstettel Conference
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THE PRIME MINISTER 4 July 1983

Than« you for the letter vou sent me before the Economic
Summit. Many of the points you raised were indeed discussed

at Toronts and covered in the EBconomic Declaration.,

I fully agree with you that we must all continue ta
resist protectionist pressures, and I believe that the
cutcome of the Toronto Summit will give fresh momentum to the
Geneva negotiations in the run-up to the Montreal Mid-Term
Meating of the GATT Round. We renewed our commitments to
standstill and rollback of proatectionist barriers; and we
endorsed the need to strengthen GATT disciplines and dispute
sgettlement procedures, a point to which I parsonally attach

grear importance.

You were concerned that substantial results should be
achieved, wherever possible, at Montreal, and in particular
that progress should be made on agricultural reform. So VoL
will have been pleased to see, as I was, that the Toronto
declaration, reaEfirming the Punta dal Este declaration,

allows for early agreement where appropriate, and also

specifically recognises that the Mid-Term Meeting can take

decisions where appropriate.

The declaration did indeed re-emphasise the commitment
of Summit participants to agricultural reform. It SuUppoOrts a
framework approach including short-term options in line with
long-term objectives, which it specifiess as the reduction of




all forms of agricultural support affecting international
trade. We pledged to take further steps to make the
agricultural sector mora respansive to the needs of the
market. And thera is a short but helpful reference to the
nsefulness of a 'device for the mesasurement of support and
production', in other words something like the OECD Producer

Subsidy BEguivalent,

I look forward to seeing you in August, when we can turn

our attention to making a success of the Montreal meeting.

/

The Honourable RB. J. L. Hawke, Esqg.; A.C., M.P.




Foreign and Commonwealth Office

London SWI1A ZAH

4 July 198B
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The Prime Minlster recelived variocus letters and messages
before the Torontc Economlic Summit.

I now attach draft replies (cleared with all appropriate
Whitehall departments) to: f
| I

Mr Javier Parez dq;EﬁEllar, United Nations Secretary
General

Mr K G Ratjen, Chairman, Union of Industrial and
Employaes' Confederation of Europe {received direct
via UKRep Brussels)

,|I.. F- - B o4
Sir Graham Wilgeifis, Chairman, International Chamber
of Commerce, UK la Copy was also sent to the

Faorelgn Secretary)

+ f

i 1oy i
[h addition, a circular ﬂjp:{E;EdJ letter was sent
to ug from the Convenor of the Jakaobstettel Conference aon
the environment. 1t was copied to the Chancellor of the
Excheguer and Secretary of State for the Environment. We
doubt whether a perscnal reply from the Prime Minister is

necessary; I therefore attach a dratft letter for your
signature.

There were three lettersor messages from Summit leaders
to the Prime Minister. Mr Takeshita sent a message, via
the Japanese Embkassy in Lendon, concerning aid and debt.
I covered this in my letter to wou of 17 June. The Italian
Frime Minister wrote to the Prime Minister concerning the
environment (your letter of 7 June refers). We agreed that
ng formal reply was necessary. President Mitterrand wrote
to all Summit participants on 7 June about African debt.
Again, we do not believe that a reply 18 reguired.

Pairce)
Private Secretary

C D Powell Esg
PE/No 10 Downing Streest
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FROM: Reference
Prime Minister BiianD -

DEPARTMENT TEL. NQ:

Your Reference

BUILDING: ROOM NO: Pol ¥ EE—

SECURITY CLASSIFICATION I'0: Copies {o:

Top Secret Mr Javier Perez de Cuellar

Secral sgecretary General aof the United
Confidential

HNations NEW YORK
Restricted

Unclassitied SUBJECT:

PRIVACY MARKING Thank you [or your letter o 20 May about Ethe

Toronto Economic Summit.

v s B 0N fdence

CAVEAT coso o You will have ssan that the Toronto Economic

Declaration reaffirmed the macrosconomic policies
which have produced sustained economic growth and
low inflation. THe benefits that these policies
have brought aré by no means confined only to the

Bummit nations.

One of the major achievements of the Summit was
the agresment reached on debt, where discussions
concentrated on how to help the poorest, most

indebted African countries.

The Chancellor of the Excheguar has, as you kKindly

mentioned in your latter, taken the lead in

pressing for action. At Toronto wa all walocomed
Enclosures  Aagis)

Wigel lLawson's proposals, together with thosse
subseguently put forward by other countries, and

agreed on a plan which will bring considarable




DSR 11C
(Heviged 5/8T)

SECURITY CLASSIFICATION :
: : debtors,., Thaere are saome technical details vet to
(g e Iﬂ.r‘n‘s AT
Top Seeret be sorted olf At Toronto we called for this work

Sceret to be completed by the end cf this year,.

rellef to the worst off sub-Baharan African

Confidential

Resmicted Wa have also been looking at ways of clearing the

Unclaseifiad arrears to the IMF of some highly indebted

countries; but this will not ba easy.
PRIVACY MARKIMG

I agrea with you on the need for orderly and

In Confidence negotiated solutions to the problems of
L i -

e, S— -
middle-income debtorsf Developments on the "menu

of options" are encouraging, but there 18 scope
for further imaginative solutions. This is a
matter for the banks to negotiate voluntarily with
the debtors. But we are playing our rolae too:

through the General Capital Increase for the World

: " a ey =
Bank which the United Kingdom Wit shortly \EIEEEFF,‘_
Lt N .

and through reschedulingjand appropriate provision

of export cover,

The preparatory phase in the Uruguay Round

has procesaded satisfactorily and was completed
oo aschedule at the end pf 1987, This yvear,
with real negotiation under way, the GATT Mid
Term Meeting in Montreal in December will
provide an important opportunity to register
progress in all areas of the negotiatiens

including those where early agreement may be




SECURITY CLASSIFICATION

Top Secret
Sceret
Confidential
Restricted

Unclassified

FRIVACY MARKING

In Confidence

DER 11C
(Revised 5/87)

possible, Among these, the tropical products
negotiation, in which the European Community
tabled the first substantilal proposal last year,
ls of particular relevance to developing
countries. The Toronto Summit has provided the
basls for progress by allowing for decisions to be
taken at the MTM where possible., The Toronto
Declaration re-emphasised the commitment of Summit
leaders to agricultural reform and called for
further steps to make the cerucially important area

of agriculture more responsive to market signalas.

I agree that we live in an increasingly

interdependent world. Developing countries need

outside help.—_That—ta—why the UK iz one of the

world's major aid donors.

The racent rise in commodity prices will have gone
some way towards lessening the problems of some
commodity-dependent developing countries, But
commodity problems should be considerad in the
right context, as part of the widsr developmental
praocess. Looking at past experience, as you
suggest, it is clear that existing mechanisms,
particularly market intervention by international
commodity agreements, have proved unsatisfactory
in addressing the real problems of
commodity-dependent countries. These countries

need help to adjust their economies to changing
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Top Secret
OECTE]
Confidentind
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Unclussified

PRIVACY MARKING

In Confidence

DSR 11C
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global conditicons. Ikt is to this end that the

British Government strongly supports the
Wwide-ranging structural adjustment programmes of

the [nternational Financial Institutions.
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FROM: Reference

Prime Minister BE1AARF
DEPARTMENT: TEL. MO

Your Reference
BUILDIMNG: BRDOM MO

SECURITY CLASSIFICATION TO: Coples [o:

Top Secret S8ir Graham wilkins,
Becret

Confidental
Restricted 103 Mew Oxford St, London WC1A LOB

ICC United Eingdom, Centre Point,

Unclassified SUBJIECT:

PRIVACY MARKING

Thank you for your letter of 31 May anclosing -a
rrpmmmamirtnease WL OTIIHERCE

copy of the ICC statement, which you also copied

gl TP L N s sy o) ko Sir Gecffrey Howa,

I believe the Toronto Summit was a considerable
gucegegs, It underlined ths effectivensss of the
aconomic policies pursusd in this second saven
Year cycle of E;erni t8. A3 T =aid in my statement
Eo the Houses of Commons, Heads of Government

committed themselves to continue the fiscal,

monetary ahd structural policies which have
brought si1x years of non inflationary growth.
Existing arrangements for coordination are working
well - as demonstrated by the capacity of the
world economy to absorb the shock of last

Doctober's stock market collapee. External

imbalances are falling, and Summit leaders agread
Enclosures Aagls)

to continue their efforts to reduce them further,
They also recognised that this is not just a
matter for the major surplus and deficit

countries: the newly industrialising sconomies
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aleso have a part ko play,

Your point about the need to break down structural
rigidities was also reflected in the declaration,
We committed ourselves to continue ‘skructural
reform, with specific pricrities for each of our

countries set out 1 an Annex.

I agrea that a successful ocutcome to the Uruguay
Round must bhe a priority. Toronto gave a further
impetus to the Geneva negotiations particularly in
the run up to the Montreal Mid Term Meeting of the
GATT Round., [ was especially pleased that the
declaration contained a renewed commitment to
gtandstill and rollback of protectionist Darriers,
and andorsad thea need to strengthen GATT
disciplines and dispute settlement procedures.
Just as importantly, we all also reaffirmed our
commitment t6 agricultural reform; we pledged to
take further steps to make the agricultural sector

more responsive to the needs of the market,

We reached agreement at Toronto on rescheduling

the gfficial debt of the poorest debtor countries,

particularly in Africa. The technical detalls of

the agreed framework of comparability will now be
worked cut in the Paris Club. The various
proposals of Nigel Lawson and othars offer an
opportunity significantly to help some of the

poorest countries, who are seseking to implement
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internationally agreed programmes of economic

SECURITY CLASSIFICATION
reform.

Top Secret

STt B0 I am sure you will agree that the Toronto

Confidential Summit made good progress on the three major areas
Restricted o2 concern you idantified in vour paper:

Unclassifisd sustainable world growth, the Uruguay Round and

debt. In addition, I consider that the agreements
PFRIVACY MARKIN
reached on drugs and on terrorism will rank as

particular achievements at this Summit.

[In Confidence
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FROM: Beference "
Prime Ministar —~BETALE

DEPARTMENT: TEL. NO:

Your Reference
BUILDING: ROOM NO: Fal AE 1 .

SECURITY CLASSIFICATION TO: Copies 1o:

Top Secret K G Ratjen, UNICE,

Sesret Rue Josaph II, ({L rw 't‘f

Confidentinl \
40 Bte 4, 1040 Brussels YW -
Restricted ‘ ' ﬂ”

Uniclassified HSUBIECT:

PRIVACY MARKING Thank you for your letter of 3 June enclosing

UNICE's paper.

v I Confidence

The Toronta Summit addressed all of the issues

| W
treated in your papear. My-S9-Ccoloagomes and—2

took a confident view of the world economy: we

A e e

underlined the effectiveness of the economic
policies that have been pursued in the past seven
years, during the second cycle of Summit meestings
now concluded. We also agresd to continue esund
policies. But oor declaration was not complacent.
It warhed of the need to maintain wigilance
against any resurgence of inflation; and we agreed
to gontinue efforts to reduce external imbalances.
Cnﬁntries with budgetary deficits committed
:ﬁemselves to continuing to reduce them, whilae

those with large external surpluses continuing to

sustain the momentum of domestic demand. &and, in
Enclosures flag(s)...........

a point your paper also makes, we drew attention
to the contribution that the newly industrialising

economies can and should make., Microeconomic
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(structural) reform was another pricrity which we

identified in each of our countries.

I pelieve that the discussions at Toronto have
indeed glven a further impetus to fthe GATT
negqotiations in this important period hefora the
Mid Term Meeting in Montreal, Our commitment to
standstill and rollback of protectionist barriers
Wwas renawad; and, a3 point which I consider
particularly important, emphasised tha nead to
gstrengthen GATT disciplines and dispute settlement
proceduress. The Toronto Declaration alao
specifically recognised that the Montreal Mid Term
Meeting can take decisions, where conditions are
ripe, and referred to the greater international
responsibilities of certain newly industrialising

countries in the Asia Pacific region.

IﬁﬂﬁﬂﬂéQEF—éiﬂt-qm# of Lthe major achievements at

this Summit was the agreement to reduce the debt
burden of some of the poorest and most indebted
African countries. Thie owed much to the
initiative put forward by the Chancellor of the
Exchequer ovVer a year ago., I entirely agree with
you that developing countries muat also help
themselves by, for esxample, creating favourable
conditiona for international investment - a point

to which the Toronto Summit also drew attantion,
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FROM: Reference
i Powall BE1IAAT

DEPARTMENT: TEL. NO:

Your Reference
BUILDING: ROOM NG i f

SECURITY CLASSIFHCATION o, Copies Eo;

o - Convanor , Jakobstette]l [Qonferencs,
T'op Secret

Secret Domain Biodynamic Research Foundation
Confidential
Restricted

Unclassified SUBJECT:

P@ Box 189, Breslau, Ontario, Canada HOBE 1IMO

PRIVACY MARKING Thank vou for wrifFing to the Prime Minister on

14 June, on beklalf cf the signatories to the

Ne—— R Jakobstettel Conference, about the Report of the

! World Commission on Environment and Davelopment .
CAVEAT .

A5, I hope you have now sSesn, the communigue issued
at the end of the Toronto Summit drew attention to
Ehe Eepﬂrt and endorsed the concept of sustainable
development. The communigue also highlighted a
number of specific environmental issues and, inter
alia, encouraged all countries to sign and ratify
the Montreal Protocol on Substances that Deplete
the Ozxone Layer, to energetically pursue
negotiations on a Protocol on emissions of
nitrogen oxides, to develep an inkternational
agreament on the transfrontier shipment of

hazardous wastes and to =stablish an

inter-governmental panel on gleobal climate change
Enclosiures fagis)...........

under the auspices of UNEP and WMO.







Foreign and Commonwealth Oifice

London SWI1A 2AH

1 July 1988

Toronto Economic Summit: letter to the Prime Minister
from the Australian Prime Minister

In your letter of 13 June you asked for a reply after

the Toronto Economic Summit to Mr Hawke's letter to the
which has been cleared

Prime Minister. I sncloge a draft,
with Treasury, DTI and MAFF officials.

be sending you shortly draft replies to other

We shall :
Toronto Summlt.

letters sent to the Prime Minister before the

this letter, with enclosure, to Alex Allan

I am copying
Fisheriss

(HM Treasury), Shirley Stagg (Ministry of Agriculture,
and Food), Stephen Ratcliffe (Department of Trade and Industry)

and Trevor Woolley (Cabinmet Officel.

LR N Peirce]
Private Secretary

C D Powell Esg
PE/Ho 10 Downing Street
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Your Reference
BUILDING: ROOM NO:;
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Unclassified SUBILECT:

PRIVACY MARKING Thank you for the letter you sent me Pefore the

Economic Summit. Many of the points’ you raised

wisnsmnnnan L CONIIdence ! i £ S
were indeed discussed at Toronto and covered in

CAVEAT the economic declaration.

I fully agree with yvou that vwe must all continus
to resist protectionist preSsures, and I beliave
that the outcome of the Toronto Summit will

da fresh iampe=kus to/ the Geneva rnegotiations
in the run up to the Mgntreal Mid Term Meating
of the GATT Round. I-{g'. renawad our commltments to
gtandstill and I'l;'.'lll]?l.u:?. of protecticnist barrisrs:
and we endorsed thﬁl.need to strengthen GATT
disciplines and ll.}‘japutg settlement procedures, a
point to which ,{perﬂ.e}nally attach great

importance . !,"f

/

' §

_ } You were coficerned that substantial results should
Enclosures agl(s).....ocicn

De a:hiev?é. wherever possible, at Montreal, and
in partigular that progress should be made on
uqrjcult'ural reform. So you will have bean

pleased to saa, as I was, that the Toronto
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ﬁi@ﬂlarat;uu. reaffirming the Punta del Este
declaration, allows for early agreement where
appropriate, and also specifiCally recognises Chat
the Mid Term Meating can take declisions where

appropriate.

The declaration did indeed re-emphasise the
commitment of Summit p?rticipantﬁ ko agricultural
reform. It supports § frameworik approach
including short term/options in line with long
term objectives, whfﬂh 1t spacifie=z as the
reduction of all fgrms of agricultural support
atfacting internaFEGna] Erade, We pledged to Eake
further steps tUEEJHE the agricultural sector more
regsponsive ko tn; needs of the market. And there
13 a short but Lulpfu] reference to the usefulness
of a 'device fﬁr the measurement of support and
production', #n other words something like Iea.
the OECD Prodhcar Subsidy Eguivalent.

I laok fuerrﬂ to seeing you in August, when we

can turn our attention to making a success of the

Montraal méetihg,

f







CONFIDENTIAL

10 DOWNING STREET

From the Principal Private Secretary 30 June 1988

Jes T,

TORONTO ECONOMIC SUMMIT: RECORD OF THE PROCEEDINGS

I understand that it is customary for the UK Sherpa to
produce a detailed record of the discussions at the Economic
Summit. T now attach the record for the Toronto Summit.

As you know, the Prime Minister attaches great importance
to keeping the records of her discussions with Heads of Government
to the most restricted circulation possible. They should be
seen only by those whe need to see them for operaticnal purposes.
I should be grateful if you could treat the note attached in
the same way that you treat notes of the Prime Minister's discussions
with Heads of Government.

1 am sending a copy ©f this letter to Alex Allan (H M Treasury)
and Trevor Woolley (Cabinet Office) with a similar request.

H. L. WICES

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

CONFIDENTIAL
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FROCEEDINGS OF THE TORONTO SUMMIT

SUNDAY JUNE 19 TO TUESDAY JUNE 21

1988

CONFIDENTIAL
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SUMMIT PARTICIPANTS:

CAHADA

The Right Honourable Brian Mulroney - Prime Minister

The Right Honourable Joe Clark - Secretary of State for
External Affairs

The Honcurable Michael H. Wilson - Minister of Finance

FRANCE
His Excellency Monsieur Francois Mitterrand - President
of the Republic of France
Excellency Eoland Dumas - Minister of B3tate, Minister
of Foreiqgn Affairs
His Excellency Pierre Bérégovoy - Minister of State,
Minister of the Economy, Finance and the Budget

FEDERAL REPUBLIC OF GERMANY

His Excellency Dr. Helmut Kohl - Federal Chancellor

Hans-Dietrich Genscher - Federal Minister for Foreign
Affairs

Dr. Gerhard Stoltenberg - Pederal Minister of Finance

Dr. Martin Bangemann — Federal Minister of Bconomlcs

ITALY

His Excellency Ciriaco De Mita - President of the
Council of Ministers

His Excellency Giulioc Andreotti - Minister for Foreign
Affairs

His Exzcellency Giuliano Amato - Minister of the Treasury

JAPAN

His Excellency Mr. Noboru Takeshita - Prime Minister of
Japan

His Excellency Sousuke Uno = Minister Ffor Foreign Affairs
Hig Excellency Kiichi Miyazawa - Minister of Finance

His Excellency Hajime Tamura - Minister of International
Trade and Industry

CONFIDENTIAL
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UNITED KINGDOM
The Right Honourable Margaret Thatcher - Prime Minister

The Right Honourable Sir Geocffrey Howe — Secretary of

State for Poreign and Commonwealth Affairs
The Right Honourable Migel Lawson - Chancellor of the

Bxchaguer

UNITED STATES OF AMERICA

The Honorable Bonald Reagan - President

The Honourable George P. Shultz - Secretary of State
The Honourable James A Baker, III - Sacretary of the

Traasyury

COMMISSION OF THE EUROPEAN COMMUNITIES
Mr. Jacgues Delors - President of the Commission of the

Europsan Communitis=ss

Mr. Willy de Clercq - Member of the Commission, External

Relations
Mr. Pater Schmidhuber - Member of the Commission,

Monetary Affairs

CONFIDENTIAL
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FIRST SEPARATE SESSION OF HEADS OF STATE COR GOVERMMENT AT THE
METROPOLITAN TORONTO CONVENTION CENTRE — SUONDAY 19 JUNE

The Sessicon opened at 1505.

Mr. Mulroney began by explaining the order of the Summit's
discussions and the arrangements generally. That day's
discussions would deal with economic pricorities. He sought a
free-wheeling discussion, centred on the subject of the Summit
- Economics. Politics would be discussed that evening. He
would circulate a summary of the many messages recaived from
trade anions, business leaders, other Heads of S5tate and
Government and other interested persons. Canadian priorities
for the Summit were clear: the debt of the poorest nations,
agricalture, trade and especially their fres trade agresment
with the United States. He suggested that fifteen minutes
before the end of the meeting, the Canadian Minister of
Finance, Mr. Wilson, should join the discussion to be given an
oral briefing on the main points raised. Mr. Wilson would
then make a statement to the press, but would not answer
gquestionas. The same procedure would be followed for that
avening's discussion on East/West.

Before asking Mrs. Thatcher to open the discussion,
Mr. Mulroney asked participants if they had any technical

points to raise. Chancellor Echl asked whether there would be

an opportunity to discuss the environment, including the
threat to the oczone layer. The world expected the leaders to
discuss that subject, especially as many poor countries were
adopting policies which were disastrous for their environmaent.

Mr. Mulroney replied that the environment would be discussed

on Monday when there would be an opportunity too to discuss,
training and education., But this day's discussien concernad

Economics.

Mrs. Thatcher after thanking Mr. Malronev® for the

arrangements and walcoming the new comars to the Summit,

* The leaders often referred to each other by their first names.

This note uses, for consistency, SUrnames.
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said that she had been struck by the contrast in economic
performance at the end of thisz second cyecle of Bummits
compared to the end of the first c¢yecle in 198l. Then
unemployment had been high and rising, inflation had been
high, pelicy had accommodated inflation, locomotive theories
were still current, and in many countries policy was based on
the distribution of wealth; rather than its creation,; and on
economic fine tuning and short-term expediency. 1In the second
cycle, economic policy had increasingly dealt with
Eundamentals; structural reform,; the creation of wealth and
measuares to release the energies of the peocples The resolt
had been beneficial - low inflation, growth and rising
employment. The message to coma from this Summit should be
that the leaders at the Monteballo Summit in 1981 would have
been delighted if they conld have forsseen what was to be
achieved 1n the forthcoming cvcle of Suommits.

Mrs. Thatcher said that her second point was that the press
ware continually saying that this was a "non-5ummit™. This
argumant could be mat by poeinting to the perfarmance of the
world economy over the last few years. This could only have
bean achlieved through the agreemeants reached at precading
Bummits and which had enabled countries to support sach other
in their endeavours. Successive Summit Communigues had given
extra authority to national acticn beyond that which weould
have been given by national statements. Last October's stock
exchange market crash could not have been managed unless the

aconomic fundam=ntals had been right.

Her third point was that there was still more to do - sound
policies shonld continue, and there had to be new special
efforts to tackle the priorities of trade, agriculture and
debt. Trade had to be liberalised and protectionism resisted.

She congratulated the United States and Canada on thair Free

Trade Agreement. This was an example to other countries and
would bring enormous benafit. There needed to be action to
resist subsidies which only ondermined competitive industry
and raised unemployment. Protectionism harmed third world
countries which needed trade as well as aid. Protection
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nowadays want far beyond tariff barriers and included many
other measures. Each participant at the Summit had undertaken
commitments in the GATT Round. It was assential to give those
commitments substance at the forthcoming Mid Term Review (MTR)
in Montreal, covering such subjects as trade and service,
intellectual property rights, foreign direct investment and
foreign takeovers. Of course, the leaders needed to remember
that the Summit was not a negotiating body. But it had to set
the tone. It could, for example, set the framework for
negotliations at the MTR,; including provision for early
agreemant, as agread at the Ponta del Este, reinforcing GATT

and improving dispute procedures.

Mr=. Thatchear then referred to the article in that week's
Fconomist concerning agriculture. To general laughter, she
said that it was always easy for "has beens" to tell present
leaders what to do. She then read out extracts from the
article, including the following:

'"Agricultural policies threaten to bankrupt all cur
countries. Massive production and export subsidies
impose an unjustifiable burden on taxpayers and unfairly

pressure developing-country agricultural exporters.

OUnfertunatley, this is an area where this is a clear
consensus on what actions should be taken but where the
forces of protection and nationalism have overwhelmed
prudent policy. This must change. We recommend to our
governments that they commit themselves to phase out by
1995 practices and subsidies which distort agricuoltural
trade, so as to reintroduce a significant element of
competition and lead to large budget savings'.

The European Community had taken very considerable stridas

lagt February to deal with its agriculture problams, and she
listed some of tha measures invelved. Certainly agricultuare
expanditure had expanded, but a very good start had bean made
in restraining it. Mrs. Thatcher then referred to the OECD's

work in devising methods to compare all forms of agricultural
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subsidy, and she gquoted the following information regarding

Producer Subsidy Eguivalents (PSE):

1980
United States 15
Canada 24
EC{10) 36
Japan 54
OECD average 28

These were alarming figures. They had to be reduced. OFf
particular concern was the increase in P5Es between 1980 and
1986. The trend was still the wrong way.

Mrs. Thatcher then guoted Abba Eban's dictum to the effect
that men do not begin to ack sensibly until they have
exhausted the possibilities of acting stupidly. I1If the Summit
nations continoed their policies of competitive subsidy, they
would bankrupt themselves as well as do great harm to the
daveloping countries. The lesaders had discussed agriculture
reform in gensral terms at thea Vienna and Tokyo Summit. How
was the time to agree action. Thiaza should include the freeze
and then reduction in the level of subsidies, measures to
provide greater access for tropical products to the markets of
daveloping countries; and agreement to implement the OECD'S
methods of compariscon. President Reagan's proposal to abolish
subsidies within 10 years was a brave one. Buk she could not

be 50 optimistic.

Finally, Mrs. Thatcher turned to her third subject - debt.
The Summit countries had to act to help the poorest nations.
Burden sharing had to be fair, although they could, if
nacessary, make their contribution in different ways. Tha
developing countries concerned needed to have an IMF
programme. The UE had written off aid loans, where in many
cases the money had already disappearad, and was prepared to
re=schedule trade loans with redoced interest rates through
the Paris Club. The task now was to fit all options on the

table into a compatible whole,
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Concluding her introducticon, Mrs. Thatchar sgaid the aconomics
of a country would only be right if its people were right. It
was not by chance that the science of economics had crginally
been called "political esconomy™, or that Adam Smith had bean a
professor of moral philosophy. A key factor for economic
gecurity in an age of increasing technological change was the
ability to respond guickly to change. HNot only was technology
changing; 50 were politics, for example in Bast /West
relationships. Leaders could not plan the world just as theay
coculd not plan their own national societles. But just as they
could establish the right economic framework at home, so they
could establish the right international framework for economic
progress. She hoped the Summit would send out a message of
success, achievement, confidence and of a commitment to
continue the successful aconomic palicies of the second

cycle.

Precident Reagan sald that Mrs. Thatcher's eloguent words

duoplicated what he had i1ntended to say. This was his last
Summit. He had sean such progress. A particular topic which
had amarged, notably following the Tokyo Summit, was the
recognition that every Summit country was subsidising
agriculture. Agricultural subsidies amounted to $200 billion

worldwide. There would be a 9 billion drop in subaidies for

U8 Earmers in the next US budget. There was always great
difficulty in telling farmers there was no market for their
products.

The President then referred to certain scientific
breakthroughs which were in prospect. These conld increase
the demand for agricultural products. Corn products could
provide the basis for gasoline when crude oil was exhausted
and were able to make plastics bio-degradable. Thase
developments, and many others, suggested that if scientific
advances continued, agricultural products would find new
markets. The Presldent then described gsome particular
incidents which illustrated the absurdity of present

agricultural production. O©One concerned members of a royal
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family, not he said from any of the Summit countries, who had
bought a large farm in the U5 which was in receipt of
subatantial subsidies. The President's point hersa was that
taxpayers money was being used to help rich investors; not

poor Earmers.

He had consistently fought protectionism in Congress,
including vetoing a recent trade bill, in what was an election
year. He believed that the new bill would meet his
chjections. He would continue to vote down protecticnist
measures,. Recalling the economic situation when he had come
into pffice, the President said that the fundamental decision
had been to return to a belief in the market place. This had
been evidenced by his Administration's decision to reduce tax
rates. The U5 now had a top tax rate which was eguivalent to
the UKE's basic rate. Yet, high earners in the US were
contributing a higher percentage of total tax taking since
they now had an incentive to sarn and to account for their
incoma in the US5. People at the bottom end of the income
Bcale were payving a lower proporticon of tax. These measures
showad the way forward. During his Presidency 16.8 million
new jobe had been created in the U5, 82.6% of the age group

over 16 were now employed and half of the new jobs were in
higher income brackets. The President econcluded his

presentation by craving the indulgence of the meeting to guote
ona more et of figures. After recalling his initiative to

agtablish a task force to reduce bureaucracy, he said that the
outcome had been to reduce paper work by 600 million man hours
s0 that the book of govermment regulations was now half of its

original size.

Mr. Malroney commented that the Canadians were good witnesses

of US afforts to fight protectionism. President Reagan had
stocd firmly against those in the US intent on bashing Japan
and Europa. He had told President Mitterrand earlier in the
year that he had believed that Mr. Gephardt would be chosen as
the Democratic Presidential candidate becaunse of the pressores

of protectionism.

CONFIDENTIAL




CONFIDENTIAL
-] =

Opening hig intervention, Chancellor Ecohl asked about the

massage which was to come from this Toronte Summit. This
should be one of confidence, optimism and the vwalue of
collaboration betwaen the Seven Summit ccuntries. This latter
point had been demonstrated by the united reaction to the
stock market fall last October when a 1929 disaster was
averted because of the way the Summit countries had worked
together. This point needed to be reflected in the
communigué. The prospect ahead was, in his view, one of price
stability and not of inflation. But, undoubtedly, more needed
to be done. He agreed that the greatest dangsr was
protectionism and he thanked President Reagan for standing up
to it. The fight against protectionism was important for the
poor countries, especially in Africa. Unleass their
commodities found markets in the developed world, they would
not have the wherewithal to pay for the import of capital
goods from developed countries. So the Summit should sand a
clear message in support of freer world trade. Onlegg the
current GATT round succeeded, the Summit's support of frea
trade would not hold credibility.

Turning te agricultura, the Chancellor said that agricultural
policy needed a stronger market orientation. The US and
Canada had not yet seen the real effects of the Buropean

Community's agreement reached last Pebruary in Brussels., He

did not want to see a Federal Republic without farmers. But
it had to be realised that each country's agricultural
problems differed, as was demonstrated by the different size
of farms. The average farm in West Germany was 17 hectares,
27 in France, 75 1n the UK and 175 in the 05. Agricultural
reforms had to be completed in less than 20 years. FProgress
was being reviewed in the Community. But time was needed for
the adjustment nesded. The opportunity offered by the MTR
neaded to be taken to move forward.

On debt, the Chancellor noted that West Germany had forgiven
many debts and would forgive more. The Summit Ministers

should pressnt an overall concept te the Paris Club so that
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aach country could proceed differently within the overall

Iramework. He agresd with Mrs. Thatcher that the creditors
would not get their monevy back in many cases, The objective
should ba to help the LDC to help themselvea. They bore much
of the responsibility for their present economic misfortunes

a5 a conseguence of the mismanagement of their economies.

After reviewing the salient features of the West G=rman
agonomy , Chancellor EKohl welcomed the US5/Canada Free Trade
Rgreement. He concluded his presentation by agreeing that

tremendous progress had been made since Williamsburg.

Mr. Mulroney, after noting Chancellor Eohl had said that 20
Years was too long for the abolition of agricaltural

subsidies, asked whether he had a target timetable for their
abolitien. The Chancellor replied that he had no target in

mind. But i1t was necessary to make determined measuras
betwaan now and "the next legislative period"™ (sic).

President Mitterrand said that the previous interventions had
echoed his general Ehinking. He agreed with Mrs. Thatcher

that wery considerable progress had been made and that resulta
had been achieved. But no doabt difficulties would recur.

The Summit countries had developed a level of unity between
themselves which had helped produce the good results. He
certalnly agreed that the President of the United Btates had
sbood up against demagogic views of protectionism in the US,

Recalling the changes in economic pcircumstances in the second
cycle, President Mitterrand said that inflation had fallen
from 14% to 2.5% with comparable reductions in other
countries. Unemployment had howewver increased, thoagh the
rate of increase had slowed. He expected a slow, but sura,
fall in unemployment even if there would be no return to "full

employment™.

President Mitterrand then described some of the structural
reforms undertaken by France. PFor centuries Prance had had a

highly centralised political system based on Paris. His
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administration had carried through more decentralisation than
France had seen for 5 centuries; so that France was no langer
run by a8 handful of senior civil servants. It was a Socialist
administration which had begun in 1981 to dismantle the price
cantrol system which had existed under Louis XIV and

Napoleon I. As a Socialist he had helped to develop counter
powers bto state powers. FPrance had glven her support for the

liberalisation of capital movements.

He had always opposed protectionism which had a long history
in France. He believed that a country which was frightened of
others would be weak. FEuropa had decided to abolish frontiers
by 1993 for everything, including services and football
players — an which he neeaded to be careful what he said.
Nevertheless, protectionis=m had advanced, though less in
Europe than slsewhera. In Burope there ware 10 million
farmers compared to 2.5 million in the US. Further progress
neaded to be made in agriculture reforms. At the same time,
measures had been taken to prevent social apheavals, lika
satting fire to town halls, pulling English drivers from their
trucks, wine wars with Italy, chicken wars with England and
wars with West Germany aoout beear, which they were insisting
should be made according to 16th century regquirements. The
President said on the English chicken wars, to general
laughter,; that he did not know why French turkevs alwavs
bacame ill in October, but seemed to be in good health in the
rest of the year! Outside Europe, there was still trade
tensions,; [or example with Japan. The former Japanese Prime
Minister, Mr. Nakasone, had always presented to the Summit a
particular view on human relations. Yet the Japanase aconomy
nonsthaless seemed to go on ln its old way, closed to soma
large axtent to the rest of the world. These were the
conslderations which led him to argue that protectionism was
still gaining ground, though perhaps to a lesser extent than
had been expectad.

The President commented that the second cycle of the Summit

had established a certain order in international monetary

affairs, particularly after 1985. He hoped that this progress
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could be continued, through the European Communibty and the
eztablishment of currency poles in addition to the dollar and
the van. He agreed that the Finance Ministers had taken the
right measures after October 19, despite the risk of higher
inflation. They had proved the pessimists wrong.

The President then gave his views on the problems of the
developing countries. Those countries had two complementary
problems = development and debt. On development,; ald had
fallen though some countries, including France, were trying
harder than others to maintain aid flows. Nor had all Summit

decislions on ald been fully followed up.

On debt, he paid tribute to those countries that had written
off debt:. He had not forgotten that the original United
Kingdom proposals were gsimilar to those of France. Desplite
this help, achievements in dealing with debt fell short of
expaectations. There now needed to be a co-ordinated approach
with Jjoint or common measures. After describing our
initiative, the President said that the United Kingdom had
come forward with constructive proposals. If decisions were
not made; France would proceed to write off one third of its

debt using the criteria agreed at Venice, in a way which would

exclude countries like Brazil and the Ivory Coast. The Paris
Club case by case approach was the right way forward. He
agresd that each case needed IMF agreement. He accepted the
safeguards which Mrs. Thatcher had suggested to him which
would prevent money belng wasted by spendthrift countries.
His proposal applied to all official ODA loans and commercial
loans underwritten by the state. Some twenty or so coantries
would be affected. He did not know whether Nigeria would be
included; its debts were very high. ©Of course, there would be
compilaints from countries, like Gabon, excludsd from the
benafits of the scheme. They would argue that they had mads
graat adjustment efforts but were debarred from the benafits.
President Mobutu had told him not to make presents to
developing nations since they only became used to them. In
his wview it would not make any difference to the prospects of

receiving repavyment whether or not Zairian debt was written
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Concluding his remarks on the LDCs the President said some
countries had been so damaged by falls in commodity prices
that it was impossible for them to cope. This made it
particalarly important for the industrialised countries to do
something to help market access for their tropical products.
It was a regretable fact that poor countries had been helping
the industrialised countries by repaying some §35 billion to

Chem.

After complimenting President Reagan and General Secretary
Gorbachewy, the President said that it seemsd much =sasier to
cantrol naclear waapons than to control poverty. Some

2=3 billion buman b2ings were affected by rainm or by the
absence of rain. Those people did not have a voice in
determining world affairs. Population was growing much too
fast in the developing world. With it, there was in
increasing fanaticiam which led to terrorism. He feared the
growth of miniaturized nuclear weapons and he recalled the
terrifying sight around Lebanon airport with soldiers walking
around with anti-aireraft missiles on their shoulders.

Mc. Mulroney, commenting on President Mitterrand's reference

to Gabon, recalled that the President of Gabon had told him
that if he had known that Canada was going to forgive debt, he
would have made sure that Gabon owed Canada more.

Mr. Takeshita, after noting that the meeting was running

rather late, promised to shorten his remarks. He thankead
Mrs. Thatcher for her opening review. He recalled the
increasing stress on policy co-ordination since he first
attended the Summit as Finance Minister. But there was still
the problem of the external imbalances. Japan would ensure
the econtinnation of strong domestic demand so that it took
root as the motor for growth. They would further open up
Japan's markets. One non-tari¥f barrier was the Japanese
language and he called for greater Japanese language training
in the other Summit countries.
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Mr. Takeshita then gave a brief history of Japan's balance of
payments. Between 1945 and 1955 Japan had received
devalopment assistance from abroad, mainly from the USA.
Betwaan 1955 and 1965 assistance had come £from the World Bank.
In that period Japan had began to make aid abroad, partly in
the Form of war reparations: Between 1965 and 1975 Japan had
increased the scale of its assistance to other countries,
agpacially to those in South East Asia. In the last ten or so
ye2ars there was increasing emphasis on improving the guality
of assistance and not just its guantity. After giving details
of the Japanese aid programma, Mr. Takeshita said that Japan
had little aid expertise of some areas of the world, like the
SAEEL, and would welcome advice from other countries with
greater experience there. This would be particularly
important as Japan switched the emphasis of its aid programme

from Asia.

Mr. Takeshita concluded his remarks by hoping that the
discussions in the Uruguay Round concerning agriculture would

make progress.

Mr. De Mita said that although this was hiz first Summit, he

was aware of the considerable progress made during the second
cycle. On the progress of the Italian economy, he referred to
the contribution of small firm= to economic prosperity and to
the particular Italian problems of public debt. The emphasis
of Ttalian economic policy was to prepare their economy for
1992Z. Mr. De Mita then said that he had difficulty in
following the reasoning [presumably of the preceding speakers]
on agriculture, trade and the poor [but he 4id not go on te
say why]l. The basic problem was that the three enormous
powers, Japan, the United States and Burope, were producing
more than their markets could consume. Those countries needed
to grow in a way that did not cause problems for others.

Mr. De Mita then speculated on the effects of removing
subsidies from agriculture. The Community needed to examine
the consequances of agricultural subsidy on the environment.
The main message should be support to prodacers, not their
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producte. He agreed with President Mitterrand's suggestion
that the Bummit shcould agree a common posiktion on debt, but it
was important that debt write-off should be accompanied by
ganeral policies te help the developing countries. He
referred to proposals which the Italians had brought to the
Summit for debt and the environment.

Concloding his remarks Mr. De Mita said that there were
differences of cpinion over ecopomic issues and the Summit
nzeded a united approach which would come from examining the
issues in all their complexity. By looking at the past, the

leaders could decide how to go into the future.

M. Delocrs said that the Summit needed to send a message bto the
stock and exchange markets. Mrs. Thatcher had provided their
answer to a sceptical press. They should demonstrate to the
world how matters had improved. He paild tribute te the

beneficial effects of the United States' economy.

International co-operation had helped everybody. Tha Summit
needed to convey two other messages. It should explain why
October's fall in stock prices had not proved as damaging as
had been expected at the time. This wazs because economies had
become more flexible and because of the correct monetary
response. The second message concerned trade and exchange
rates. There the emphasis neaded to be on greater
maltilateralism, including on agriculture. He agreed that
Europe had a lot more to do on agriculture, but if action had
not already been taken, the position would have been even
worsa, The standard of living of farmers had fallen. He
agread with President Reagan's comment that agriculture should

increasingly provide raw material for industry.

Turning to the world economy, M. Delors said that the
international fimancial institutions neaded to adopt a global
mathod. He then drew attention to three partieular factors in
the current development of the world aconomy. First the
Single European Markset. This was not creating a fortress in
Furope. It would contribute positively to interpational trades

and would create some two to five million new jobs in Burope.
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He welcomed the US/Canada Free Trade Agresment which
demonstrated the globalisation of the world economy. Finally,
he agreed that the Hewly Industrialised Economiss (NIEs)
needed to share the burdens and responsibilities of the
induskrialised countriezs. He accepted that the NIEs were in
different positions, with for example Hong Kong being
different from Singapore and from Taiwan.

Mr. Mulroney then =zaid that the Canadian Finance Minlster,

Mr. Wilgon, had joined the discussion so that the meating
could agree a statement which he would read to the press about
that afterncon's discussion. Mr. Mulroney proceeded to rasad
the statement. Mrs. Thatcher immediately said that she could
agree the statement. So did President Reagan.

Chancellor Eohl asked that the statement shonld refer to

optimism and should emphasise the importance of GATT.

President Mitterrand said that he did not like the reference
to market forcea in the statement. It also put too moch

emphasis on agriculture. More generally, he did not like

Mr. Mulroney's procedure for agreeing the statement. Tt
should be refined by the Sherpas. M. Delors asked that the
statemant should recognise the efforts which had already been
made to reform agriculture. Mrs. Thatcher thought the
statement should refer to renewing and strengthening those
efforts. Mr. Takeshita said that he understood that the

statement was simply an indication of that afterncon's
discussion. Mr. Mulroney said that the statement was his

summary anpd was in the pature of a progress report. It 414

not bind anyvone.

This session then concluded.
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FIRST PLENARY SESSION AT THE METROPOLITAN TORONTO CONVENTION
CERTRE ON MONDAY 20 JUNKE

Tne Session began at 10.15 am. Mr. Mulroney explained that

only Heads of State or Government and Finance Ministers were
present because Foreign Ministers were still drafting the
Political Declaration. He understocd that their discussion
concerned the Declarations form, not its substance.
Chancellor Kchl pointed out that it had been agreed to have
short Declarations. The Declaration should not cover issues
not dealt with by the Heads in their discussion. Mr. Mulroney

replied that he preferred that the Political Declaration
should deal solely with Bast/West issues in view of the
importance of the INF Agreement. Inclusion of reqional issues
would dilute that message.

Mr. Mulroney then turned the discussion to the economic issues

set down for that morning's plenary discussion, namely fiscal
policy, structural policy, macro policy and debt. He invited
Mr. Wilson, as Chairman of the Finance Ministers to report on
their disecussion yesterday afternoon.

Mr. Wilson, emphasising that his comments were of a personal

nature, referred to the two G7 meetings since the Venice
Summit as an illustration of the active co-operation which now
existed between Finance Ministers. Although there were
challenges ahead, the economic situation was generally good.
Imbalances were progressively being corrected, helped by the
exchange rate adjustments. The current stability in exchange
rates was helpful and further exchange rate changes were
generally believed to be unnecessary at the present time for
correcting the imbalances. There were some fFears about
inflation. The use of indicators, to which Finance Ministers
had agreed to add a commodity price indicator, would prove a
useful tool in warning of prospective inflatien. The Finance
Ministers' discussion had emphasised structural reform. They
planned to exchange information to show the public costs and
benafits of such reforms. They also planned to integrate a

review of structural reform into the economic co-operation
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On trade, Finance Ministers thought the Summit should seak
gtrong signals of support for the Uruguay Round, and for
agricultural reform. The approach for the MTR shounld be to
develop short-term optione within the long-term framework. It
was thought that the US5/Canadian Free Trade Agreement could
Act as a catalyst for the discussion in Geneva. The Eingle
European Market had been welcomed. Such arrangements neaded
to be structured so that they enhanced the multilateral

trading system.

Turning to debt, Mr. Wilson referrad to the variocus options
before the Summit. The Finance Ministers had agreed that the
Paris Club should be asked to examine technical aspects as
socn as possible, for example, to check that there was fair
burden sharing. They supported the mena approach and agreed
that there should be consideration of any new initiatives
befora they were launched. There was support for the GCI for
the World Bank.

President Reagan referred to the progress made in the world

economy since the Venice Summit. The response to the ODctobar

19 crash demonstrated that success. Economic prospects were
the best for 7 years. He emphasised the need for further
structural reform, particularly on tax and deregulation.

50% of the new jobs 1in the U3 had been created by
entrepreneurs and two-thirds of the jobs created by employees
with leass than 200 workers. The President then referred to
some particular cases of entrepreneurship to make his point.

Mrs. Thatcher said that the President's illustrations had

underlinaed one fundamental change between the first and second
cycle of Bummits. The first cycle had been concerned with
distribution of wealth which had, in some ways, undermined its
very creation. The second cycle had concentrated on wealth

creation. Mrs. Thatcher concluded her intervention ander this
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heading by warning that in times of prosperity, spending
Ministers always wanted tec increase spending. Prime Ministers
and Chancellors of the Exchequers needed to insist that they
lived within their means. Mr. Mulroney agreed that this was

certainly the position in Canada. The Canadians thouaght that
the Government should provide them with anything they wanted.
But for 4 consecutive years, the Governpment had reduced the
deficit, the first time this had been done for 40 vears.

Mr. Beregovoy sald that France too was reducing its deficit
though the new French Govermment's plan for privatisation
would make that hard in that it would be deprived of income.
There was a new spirit of enterprise in France. The efforts
to create suitable international monetary organisation were
helpful. He paid tribute to the role of Mr. James Baker, the
U5 Treasury Secretary, since the Plaze Agresment. The key, in
both trade and other policies, was to ensure that the major
players abided by the rules of the game.

Mr. Delors made three points. PFirst, it was important to

reinforce competitiveness by supply side policies. This would
reduce unemployment. The Eingle Buropean Market was relevant
here, and he gave figures to demonstrate that point. It
should not be thought that a Single Market represented a
closed zone. Burope under the German Presidency was
proceading quickly to structural reform, as recent decisions
on capital movements, professional gualifications and road
transport demonstrated. Second, agricultural reform was an
important element in domestic structural reform, though it
nesded to be carried out in a balanced manner. Filnally,

Mr. Delors called on Summit countries to help Bastern Buropean
countries, in a cautious and prudent way, with the development
of thelr economies. Mr. Mulroney congratulated Mr. Delors for

hig leadership in preparing Europe for the Single European
Market. The Summit's walcome should be reflected in the
Economic Daclaration.

Praesidant Reagan recalled hia reforms to reduce bureaucracy in

the state Administration when he had beaan Governor af
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California and the efforts that he had sponsored while
President, for example; to reduce the time taken to obtain
passports. It should never be forgotten that the first cause

of bureaucracy was to preserve the bureauncrats' position.,

Mr. Lawson noted that the difference between the first and

second Summit cycles was demonstrated by the different
experience with fiscal policy. Concern during the [irst cycle
had been Lo produce growkth, though in tEhe event only inflation
had been generated and growth had been worse. That came Erom
the implementation of the neo-Keynesian prescription of
increasing budget deficits. In the second cycle, policy had
bhean reversed. The emphasis then was on reducing budget
deficits, so that the UK now had a surplus, which wonld
probably be larger than that he had forecast at Budgst time.
The UK would newvar return to a policy of budget deficits.
Despite this fiscal prodence, growth had come. This was
bacavses aof the esmphasis on structural reform which provided a

climate in which ordinary people could do thair bast.

Cartainly thare was much more to do, especially on education

and housing. 1In these circumstances fiscal policy took on the
new role of keeping inflation down and providing a framework

for stability.

In answer to a guestion from Mr. Mulroney about the definition

of fiscal policy in the UK, Mr. Lawson said that the aim was
to abolish budget deficits and to reform and reduce the
distortions in the tax system. But the two objectives went

together: we would not reform the tax structure at the expense

of running large budget deficits.

Chancellor Eohl said that the Federal Republic was in the

process of rethinking economic policy as his speech last
Sunday celebrating 40 years of the Deutschmark had indicated.
Exparience had bean esnccuraging. Certainly emphasis would
continue to ba on deragulation and compatition. His
Government would speak also of the social market sconomy.
Unless economic policy took account of people, and social
justice, it would not be a humane policy.
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Referring to the Single European Market, Chancellor Eohl said
that many of the measures necessary to create it, were
controveragial, ineluding the DM4S5 billion tax reduction
programme. The German Government were trying to reform the
health insarance system and reduce the cost of health
pravision, despite the doctors' pleas of desperate poverty.
Industrialists and trade unionists were joining to stop
deregulating postal services but the reform programme would
nevertheless be pushed [orward. On unemployment, the
Chancelleor noted that structural aonemployment from the
farming, coal and shipbuilding sectors represented a difficult
problem. Germany like other countries; had major problems of
unemployment benefit fraud. Contimuing priority would be
given to keeping inflation low. Above all, his message was
one of confident optimism and of the nead to contine to
daregulate and to free markets. If Sommit countries could set
an example, there wonld be benefits for other countries in
Africa, Latin America and elsewhera.

Mr. Takeshita emphasised the importance of poliecy

co-operation. The Japaness growth rate, at 4.9%, was good.
The forthcoming privatisation of NTT would provide useful
proceeds for reducing tax and increasing public works
expenditure. He was confident that domestic demand would
continue to lead Japanese growth. He noted the good labour
relationships that the Japanese enjoyed. After referring to
the play on his name, Mr. Takeshita said that the rise in the
yen had helped Japan with its import prices. Structural

ad justment was proceeding in the coal and agricultural sectors
and emphasis would be placed in the future too on the
distribution sector and on tax reform. The Japanese would aim
at 3.753% annual growth ovar the next 5 years. Imports had
risen by 35% in dollar terms and 20% in volume terms.

Mr. Baker said that Summit countries now had a politiecal
mechanism for the co-ordination of economic policy whather it
was called a managed float or an improved exchange rate
system. This had been achieved In a way which had not ceded
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sovereignty. He beliesved the arrangaments could survive.
Mr. Mulroney paid tribute to Mr. Baker's openness in the

discussions with Canada's represantatives on economic poalicy.

Mr. Amato agreed with Mr. Lawson's comparison of the first and

second cycle of Summits. Italy was planning to reform its
taxation system on lines similar to the US reform. He did not
agree that every dollar spent by the state was bad, Public
expenditure was well spent if it produced jobs. Italy, like
the UK, was considering reforming its health services. Tt
admired the health maintenance organisations of the US which
introduced competition into the system. Mrs. Thatcher
interjected at this point that the Foreign Ministers, who had
5till not joined the meeting, should be sent the message

"speed up or glve up®. Mr. Mulroney asked the Canadian Sherpa

to convey that message.

President Reagan then mentioned an old economist [Kaldron? =

phonetics] who had commented that at the beginning of the
Roman Empire, tax rates had been low and tax take high; while
at its end tax rates had been high and tax take low. This
dictum was Ffully borne out by the dynamic =2ffects of the tax
reductions in the US, which had been completely ignored by
those who had fought the reductions. The President then gave
an anecdote which supported his peint, At this point the
Foreign Ministers began to jolin the meeting.

Mr. Beregovoy emphasised the lmportance of the Single European
Market. BHe agreed the need to reduce tax at the same time as
budget deficits were reducsd, which was the difficulty faced
by the US. They all owed a debt of gratitude for to Mr. Baker
for the Plaza Agreement. Growth had to be financed by

mobilising capital. This regquired reductions in interest
rates which could only be achieved by careful co-ordination
between countries. This co-ordination neseded to be based on
regulatory mechanisms since it could not be left to free

market forces.
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Turning the discussion to debt issues, Mr. Mulroney referred

te the Canadian Government's forgiveneas of debt programme,
which had begun last September. This had followed

Mr. Lawson's proposal to which new dimensions had been added
by President Mitterrand. He hoped that the Summit could now

produce a concrete proposal on this heart-rending problem.

Chancellor Kchl agreed with the approach suggested by

Mr. Molroney. Certainly there were problems in achlieving
agreement now. But there should not be delay. It was
egsential that agreement shoald be achieved this year. This
should take account of the different backgrounds, especially
legal ones, from which the proposals had originated. He
believed that the North/South conflict would be the issue of
the third cycle. He agreed with Mrs. Thatcher that debtor
countries had to help others. Too often they were trapped in
corruption and economic mis-management. They must bea helped
towards self=aid. Aid needed to epncompass new dimensiors,; for
axampla to pravant the environmental catastrophes, like those
taking place in CGhana and Zaire, and the desecration of the
tropical rain forests. We had to have a global policy for the
enpvironment .

Mrs. Thatcher agreed that a clear message on debt should come

from the Summit. There had already been too much delay. Two
cenclusions ought to be obvious. First, aid loans to the
poorest countries should be written off. BSecond; there were
various options for Paris Club debt and the Club should be
asked to negotiate on the basis that each country took its own
roate on the understanding that there was fair burden sharing

and a cohesive result overall.

Mr. Mulroney then asked Mr. Wilson to bring the meeting up to

date on Finance Ministers!' discussion of debt. Mr. Wilson

said there was not much to add to Mrs. Thatcher's comment.
Countries should choose the options - a sort of mena

approach = and leave the details to the Paris Club. There was
clear urgency. There was a mesating of the Paris Club in July

and the Summit should give their discussions momentum.
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Mr. Baker agreed with this approach though the United States
was in a diffieult situation regarding write-off because of
Congressional considerations. In any event 97% of U8 aid was
now In grant form. Mr. Stoltenberg commented that unlass thea

industrialised countries opened their markets to the debtor
countries, all the efforts to write-off debt would be in wvain.
It should alseo be emphasised that the LDCs should do their
bast to attract private capital. Mr. Amato noted the
relationship between reducing a country's debt burden and
thelr furture development. He agreed exactly with the approach
suggested by Mrs. Thatcher.

At this point Mr. Clark announced that within minutes texts on
the Political Declaration and the Chairman's summary of the
political discussion would be ready. They would contain no
gurprises. The Political Declaration would deal with
East/West issues, terrorism and narcotics, in much the same
language as agreed by the Sherpas. The Chairman's summary
would concentrate on the Middle Bast, South Africa and
Cambodia and would indicate that discussions on these issues
would continuoe. Mr. Mulroney concluded the discussion by

bringing the session up to date with developments in Haiti.

The Session concluded at about 12.45 pm.
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SECOND PLENARY SESSION AT THE METROPOLITAN TORONTO CONVENTION

CENTRE ON MONDAY 20 JUNE

The Session began at about 3.00 pm.

Mr. Mulroney asked Mr. Takeshita to begin discussion on the

Newly Industrialising Economies {(NIEs).

Mr. Takeshita said that there was need for dialogque.

Unilateral approaches should be avoided. The emphasis should
be on taking the NIEs into a partnership for everyona's
benefit. Mr. Mulroney then asked for further contributions on

the NIEsa. Thers were no voluntears.

Opening the discussion on trade and agriculture, Mrs. Thatcher

said that she hoped that there was general agreesment to the
proposition that there should be progress at the Mid Term
Review, with provision for esarly agreement if that proved
necessary. The aim for agriculture should be to freeze and
then reduce subsidies. Eurcope had already taken very
considerable steps, inecluding a legally binding regqulation,
price mechanisms and so on. 5he had long bsen atruck by the
fact that although the developed countries generally forswore
policies of permanent subsidisation, they adopted such a
policy For agriculture. Certain farmers, such as hill
farmers, would need long term help. They should be helped not
through price measures bub through specific measures which
raised their income. The problem was that an increasing share
of farmers' income came from subsidies. The damage to Third
World countries of rich countries' subsidies was too often
ignored. It was important for the Summit to obtain agreement
to push forward the process of first freezing agricultural
gubsidies and then reducing them.

Chancellor Kohl =aid that no doubt mistakes had been made in

the CAP. But over production existed outside Burope as wall.

The problem differed from country to country. This was

demonstrated by the diversity in farm size betwean the
countrises in Burope and betwean Eurcope and the United States.
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IE there were [Further cutbacks, thousands of farms would be
affected. 1In Germany Lhls year alone, some 40,000 farms had
been abandoned. The agreed objectives could not be
accomplished overnight. They would need four to five vears.
Political problems were great. It shonld be remembered that
his party had recently lost two elections. He agreed with
Mrs. Thatcher's comment about the burden on the Third World:
it would not bae sensible to write—-off Third World debts and
then force the countries concerned to build up further debts
by denying their products access to our markets,

President Reagan observed that protectionism had not been
defeated in the United States. The best way to defeat it was

the successful completion of the Uruguay Round in the four
years alleotted. Muscle had to be placed behind the M.T.M.
Certainly, governments had responsibilities to farmers. But
this responsibility could be carried out without larger
subsidies. In the United States, farmers could often
compensate for their lower farm income by taking a second job.
The problem was the subsidies tec big farmers. He recalled the
diversified farms in the Illincis of his boyhood which
produced encugh food for the family with a cash crop providing
for extras. There was some merit in returning to such
arrangements. The President concluded his intervention by
reminding his colleagues that while he could veto
protectionist bills, Congress could override him if he went

too far.

After commenting that all governments weres sinners when it

came to agricultural subsidies, Mr. Mulroney asked
Mr. Takeshita to speak. Mr. Takeshita said that Japan's
agriculture differed from that of many other countries, partly

bacause of the history of self-sufficiency. But now Japan was
the largest importer of agricultural preducts. Another
feature of Japan's agriculture was the small size of the
average farm - 1.2 hectares. Japan's policy was to try to
increase farm size and competition. Referring to the Producer
Subsidy Equivalent (PSE) concept, Mr. Takeshita said that they
anderstood its use as a common index, but were opposed to it
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as an indicator or as a measurement of agricultural support

though they were still discussing their position in Japan.

Mr. Baker interjected that the Bummit leaders were nok

negotiators. Their task was to point negotiators Iln the right
direction. There was a lot of agreement for short term steps,
but these steps had to be consistent with the longer term

agreement.

Mr. Bangemann said that a formnla would be helpful. This

might be to begin with all measures that were detrimental to
trade leaving aside for the time being social measures.
Progress ought also to be made on such issues as intellactual
property and services.

Mr. de Clercq agreed with Mr. Baker's point that the Summit

ghould provide a good political signal. It was important to
avoid a clash between the United States and the European
Community. MNor was it the task of the Summit to undertake a
detailed discussion of substance. He accepted that there was
a difference of cpinion between the Community and the United
States over the amphasis on short term and longer term
measures. Buot it was important to deal with immediate
problems without pretending that there would be paradise in
ten years' time. There was gensral recognition that there
were hot points which needed to be dealt wlth. We should
gtart by a freeze and a standstill and then lock progressively
te roll back. The fire always had to be put ocut before the
house could be built. Mr, de Clercg then recalled wvarious
statements made at the Venice Summit, the Punta del Esta

meeting and at the recent OECD meeting.

Mr. Baker, commanting on Mr. de Clercg's point, said that he
may have misunderstood him. The United States' position was
that they could not agree on short term steps until they had
an agreed commitmeant for the longer term. Mr. de Clerecqg

replied by referring to the Punta del Esta agreement which had
never referred to the cancellation of all subzidies.
Mr. Baker retorted that that agreement had called for the
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abolition of agricultural distortions "period®. We were
talking about total elimination. The Punta del Esta agreement

did not aspesak about gradual =limination.

Mr. Mulroney, concluding that afternoon's proceedings,

suggasted that Mrs. Thatcher's statement had made much sense.
Agriculture was the only industry which was permanently
subsidised. BSummit govermments did not usually subsidize
inefficiency. Chancellor Eohl had drawn attention to the
political difficulties. But he (Mr. Mulroney) too was not
offended by the potion of getting re-elected. He believed
that emphasis on short term steps could ba made consistent
with longer term agreement. The Montreal MTR must not be an
occasion for platitudes. The leaders should give its

deliberations a push in the right direction.

The Session concluoded at about 4.00 pm.
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INFORMAL DISCUSSION OF THE HEADS OF STATE OF GOVERNMENT AT

HART HOUSE UNIVERSITY OF TORONTO ON MONDAY 20 JUNE 1988

The discussion began at 6.50 pm.

Mr. Mulronsy asked President Reagan to open the discussion

with his view of the future.

President Reagan said that a bearing on the future could be

achieved by looking abt the past. He then compared the
economic situation at the time of the Montebello Summit with
that currently prevailing. There had been a remarkahble
rennaissance. Two factors had halped: various micro policies
uvndertaken by each government amd closer international
co-operation. The international economy had been revived by
reviving the market. The challenges ahead included the impact
of new technologies and the increasing integration of world
markets.

He recalled his experience in the movie industry. That
industry had escapad the ravages of the 1930s depression
partly because it was not a protected industry. After the
War, employment in the industry had dropped by about one-third
in the faece of the challenge froem television. Thankfully,
government had not tried to prevent that fall. The ocutcome
was that the industry itself had responded soc that the film
industry's employment was now at its old level.

The President referred to the information revolution now
underway. The industrial revolution had increased
productivity one hundred times. But the micro revolution was
increasing productivity in the information technology
industries by over ona million times. At the same time the
globalisatien of the market place could not be prevented. If
governments erected barriers, markets would find ways around
Ehem.

There were two watch-words to the future: co-ocperation and
flexibility. Co-operation was needed both in international
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aconomic and security relationships. A strong world econcmy
would strangthen international security. 1In passing,
President Reagan noted that there weare two countriss which
naaded partiealar help - the Philippines and Afghanistan. The
tutore, too, would belong to the flexible and those who
travelled light. The Single Furopean Market and the US/Canada
Free Trade Agreement were steps towards this goal. The proof
of the power of the flexible was demonstrated by developments
in Communist countri=g. Leaders should always keep in their
minds the face of the entreprensur who never appeared in Ehe
history books, but who developed his dream into a business.
This had happenad in the case of the Wang processor and the
Apple computer, and in the case of the man who ran the new
restaurant on the corner:. Entreprenears woold be the driving

force for the future. Governments could not help them except

by keeping out of their way. The future did not lie with the

big guy.

President Mitterrand began his intervention on esducation and

training by guoting a 1792 text of Condorcet about the
establishment of eguality between citizens. This was the
Firet task of education. He then guoted from Elie Wiesel and
then from the early 20th century French philosopher Alain
iphon?). Basing himself on these guotations, the President
gald that the acguisition of knowledge was at the centre of
life. All knowledge was a factor of human progress; though
knowledge was not anough by itaelf. Tt was, however, a factor
of liberation. FKnowledge too was a factor of techniecal
progress. Technical chahge altered industry. Unless
countries modarnised, they would find foreigners taking over
their markets. EKnowledge was a factor in economic progress.
For the more people with knowledge;, the greater a society's
prosperity. Competition could not be supported without

knowledge.

The President then stated that the acquisition of knowledge
obviously began at school where children started to acquire
equality of opportunity. School education needed to last from
the age of 3 until 18. Thereafter there would have to be
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opportunities for continual adult education with the result
that there would be "permanent sducation®™. He foresaw the
developmeant of universities for senior citizens so that the
653—J70 year olds could learn Chinese. The best way of avoiding
anemployment was to provide training for our children.
Certainly it would cost much money, but civilised countries
would accept that expenditure. In France the education budgat
was in direct competition with the defence budget. This year
the education budget would absorb some 20 per cent of the
national budget. Too many people were functionally illiterate
in France with many people in middle age having forgotten what
they learned at school. 1In France 10 out of a 100 adults were
unable to read the daily newspaper or cope with simple
mathematics. Half of French citizens did not read even one
book a year. Education needed to be made international with
exchanges of teachers, of pupils; as well as of exhibitions of
pictures and so on. He hoped that the European Community
could continue its ERASMUS exchange programme fulfilling the
ambition to allow students to continue their education in
another country. In this way we would create bridges of
knowledga,

Mr. Mulroney commented that projections in Canada suggested

that only 7 per cent of the employment would be available to
those with less than twelve years of schooling, Canada
davoted less money proportionately to research and
development. This suggested that there would be great
pressures on the national budget. Canada had lived too long
on its natural resources to the neglect of lts human

FES0OUICEs .

Mrs. Thatcher said that in discussions such as theee thera was

always a tendency to oppose what the last speaker had said, if
only to get a debate going. She agreed with President
Mitterrand's thoughts about knowledge. B5he then cited
Rutherford's words about not knowing the use of splitting the
atom, and Faraday's about the use of electricity would be that
governments would tax it. BShe beliaved that mankind could
cope with advancing technology and the need to educate people,

CONFIDENTIAL




CONFIDENTIAL
L i

This was supported by the evidence of ocur forefathers!
achievements who had left agricultural life far a woarld of
railways, cars, aircraft and electricity. Thevy had learned to

cope with all these things.

Mrs. Thatcher said that she was much more concerned about
philosophical and behavioural issues. She did not believe in
Roussean's view of man, but inclined to J.5. Mill's. Too
aoften aniversities were depositories of knowledge, not of
wisdom, filled with people who could not come to decisions.

Universities often used intellect to reinfarce prejudice.

Sha had already made the point in the formal session that
economies could not be put right unless the attitude of the
people was right. Tn this regard she cited the words of

J.B. Priestley that many of us in our yvouth had been
constrained by the force of circumstances, but we had not yet
learnad to proceed from that constraint to one of
galf-discipline. The problem there partly reflected the
problems of society, partly human nature itself. To give a
particular example, how could other cities follow Toronto's
example of low crime? How could we proceed to a world where
standards were set by agreement? How could we persuade ocur
people to look after their families as happenad in India? We
used to think that if a country enjoyed good health and
prosparity, the problems of the world would be solved. Eurape
had achieved that goal. But there was still crime and
lawlesaness. So while she agreed with much that President
Mitterrand had said, she could not help arguing with him!

President Mitterrand replied that he too was an anti-Rousseau
man. He did not believe that liberty existed in a natural

state. Liberty existed only where there were institutions,
There needed to be a code [of behaviour)] but one which d4id not
become sclerotic. He agreed with the Prime Minister that
2ducation was not anough. There was a need for internal
wisdom and self-mastery. Yet it was important that knowledge
was not confined te narrow groups. MNarrow groups abused

knowledge and this led to revelution. FEnowledge had to be in
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the hands of the masses. Though he was not a Marxist, ha saw

some truth in the Marxist concept of the Lumpenproletariat.

But knowledge was not sufficient for liberation by itself.

Pregident Mitterrand then referred to some scientific work
that he had seen recently regarding two "filaments®; one
paternal and one maternal, in cells. These were filled with
over three million characters and were some 1 mstre 10
centimetres long if stretched out. Japan recognised the
importance of understanding that knowledge. That was why she
was devoting enormous sums to that area of ressarch. The
outcome was inevitable: the knowledge thereby gained would
enable Japan to canguer the pharmaceutical industry.

President Reagan said that since people were different,

aducation benefited them in different ways. He cited an
axample of a boy who had been one of the boat people. Tan
years after leaving his boat in the Vietnam Sea, without a
word of English language, he had won a scholarship to Harvard
and was now at Dartmouth University Medical School studving to
become a doctor. He beliesved that education should be
available to all, but we should recognise the freedom of the

individual to choose how to uze his education.

Mr. Mulroney said that this had been a unigue discussion for

an Economic Summit.

The Heads of State or Government then adjourned for dinner

at 7.55 pm.
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CONCLUDING PLENARY SESSICON AT THE METROPOLITAN TOROKTO
CONVENTION CENTHE AT 10.30 AM ON TUESDAY 21 JUNE 19B8

Session began at 10.30 am. It had before it the draft of
Economic Declaration dated 07.00 a.m., 21 June 1988,
Mulroney took the meating through the paragraphs one by

Paragraphs 1-4

These paragraphs ware agreed.

Paragraph 5

Mr. Amato said that the phrase that employment had cantinoed

to expand was too optimistie for Italy. He suggested that the
words "to a different degree in the various countries™ should
ba added to the sentance. Mr. Mulroney proposed the word

“generally” shoald be included in the sentence. The paragraph
was agreed on that baszis.

Faragragh 6

This was agreed.

Paragraph 7

Mrs. Thatcher suggested that the words "We need to maintain

vigorous action against and resurgence of inflation™ should be
included after the second sentence. The paragraph was agreesd

with this incslusion.

Paragraphs 8-14

These paragraphs were agreed (though after some initial
hesitation by President Mitterrand in the case of

paragraph 12).
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Paragraph 15

Mrs. Thatcher suggested the opening sentence should read: "We

warmly welcome the free trade agreement and the steady
progress ...". Mr, Maolroney said that he preferred the word

"gtrongly™ or in French "avec grande satisfaction. He
suggested too that the word “"catalyse®™ should be included
before "the liberising impact™ at the and of the paragraph.
The paragraph was agreed on the basis of the amendment
suggested by Mr. Molroney.

Paragraphs 16-17

These paragraphs were agreed.

Paragraph 18

Mr. Wilson explained that the Buropean Community preferred the

first bracket and the United States the second, which Finance
Ministers generally (though in Mr. de Clercg's absence) had
supparted. The intention of the last sguare bracket was to
give a clear signal to the negotiators. Mr. Baker would have
praefarrad the word "commitment™ to have been inserted into the
language. Finance Ministers would have preferred too to talk
of "abolition of trade restrictiona®™ though the softeped

language was acceptable to them. Mr, de Clercg said that the

first bracket was short, clear, concise and well-balanced.

The second bracket was unbalanced, and not in aceord with the
Funta del Esta Agreement. Theres was no reason to single out
agriculture. The Punta del Esta declaration was a global one.
Mr. Bérégovoy said that neither bracket was acceptable to

France. All that was necessary for the Declaration was

already in paragraph 19. President Mitterrand said that the

passage was written in a language whose interpretation was not
available at the Summit - Double Dutch. Chancellor Kohl

understood President Mitterrand's objections, but he could
nevertheless agree to the first bracketed sentence. Canada
and the US should accept that there had been real sacrifices

CONFIDENTIAL




CONFIDENTIAL
_1?_

in the Communikty's Brussels Agreement. Mrs. Thatcher

commented thakt apart from the passages on debt; these
santences ware at the heart of the communigus. The issus was
a simple one: were Summit countries prepared to take more
action and further steps to reform agriculture? Surely the
ANSWEr was yes. She recognised that agriculture was
differant,; but thiz was only because governments had made iE
Ex. She agreed with Mr. de Clercg that the first sentencse was
clear. It was a passive sentence indicating that governments
did not intend to do anything more. ©On the next santence the
US had dropped its reference to;l1ts lopg-term geoal of
abolition of subsidies and to the requirement for a specific
commitment., She wondered whether the inlcusion of the words
"inter alia"™ before the word "reduction™ might help. She
feared that there would be a bad press if the first sentence
was adopted. She had thought that Chancellor Eohl had
yasterday indicated that further actlon was reguired. It was
relevant that Burope 5till had a PSE higher than the US's.
President Reagan associated himself with Mrs. Thatcher's

position. He could see the press summation - Summit failed on

tha real lssues.

Chancellor Eohl said, with some emphasis, that he agreed that

action shouwld have been taken ten years ago. But agricultural

reform involved people. If govermments tried to go too fast,
the single European market of 1992 could be jeopardised. 1In
fact, there wae a good story to tell the press. The Community
had decided to bring down agricultural production. This had
already affected his votes in alectiona. HNothing could be
accomplished overnight. The first bracket might perhaps be
rephrased to tighten 1t up. But he could not accept the
second bracket. Mr. Andrecttl supported Chancellor Eohl's

position. Mr. de Clercg then suggested a redraft. During
confused discussion; Mr. Baker said that the U5's cbijective
remained the total elimination of trade distorting practices,
thoogh they were not insisting on the inclusion of the target
of 2000 in the text. After M. Delors had suggested that the

disagreement should be reflected in the declaration,

Chancellor Kohl suggested that Mr. de Clercg and Mr. Wilson

CONFIDENTIAL




CONFIDENTIAL
T T

should put together worde which reflected the discussion.
This was agreed. Paragraphs 1B and 19 were left in abavance
for the time being.

Paragraphs 20-21

These paragraphs were agreed,

Paragraph 22

President Reagan asked that the sguare brackets should be

ramoved in view of the Philippines' need for help. Their
securlity position was difficult with a Communist insurgency in
their country. It was important for all Summit countries that
the Philippines remained a democracy. President Mitterrand

objected strongly to removal of the square bracket. Many
countries ware in the same position as the Philippines.
Mr. Andreotti supported President Mitterrand. He had seen

mention of a special plan for the Philippines, which

Mrs. Aguino had told him was called "the mini-Marshall plan®

The mouse in the square brackets certainly did not amount to
that. It might be better to have a special paragraph for the
Philippinas. It would be a great political mistake if the
Philippines was not mentioned. President Reagan referred

again to the Philippines' strateglc position, its importance
for international sea lanes and its proximity to the Soviet
base, originally built by the US, in Vietnam. The Communist
insurgency was increasing in strength and could menace the US
Philippines bases in the Philippines. President Mitterrand

said that the Philippines had not been mentioned during the
preparations for the Bummit. France had no commitment or
invelvement with that country. The Philippines was not in tha
NATO area. The text was completely unacceptablea.

Mr. Uno, supporting the removal of the square brackets, said
that the Foreign Ministers had agreed that the Philippines
should be mentionad in the Economic Declaration. After

further interventions by Mr. Andreotti, Mr. Stoltenberg said

that the text did not merit the controversy which it was
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engendering. Prezident Beagan agreed that the Summit was

making too much of the matter. Mr. Clark suggested that a
santence should be included which read "In particular there is
a need to encourage countries, the Philippines among othars,
which are making a difficult Eransition to democracy.”
Chancellor Eohl,; Mrs. Thatcher and Mr. Takeshita signified

asgent. Mr. De Mita supported President Mitterrand's point

that the Heads of Government should have been warned that the
issue of the Philippines was going to be raised. The
Philippines was certainly not a unigue country, but it was an
exceptional one. A positive sign of encouragemsnt would be
consistent with all that had been said at the Summit.
President Mitterrand repeated that he could not understand why

the Philippines was a special case. Similar reasoning could

ba applied to Argentina.

After further discussion, it was agread that Mr. Clark should

draft a sentence which reflected the discussion.

Paragraphs Z23-239

These were agreed.

Paragraph 30

Mr. Lawson asked for the removal of "or budgetary®™ in the

third sentence. Mr. Baker objected. Mr. Lawscn then

sunggested a redraft of the last sentence. Later in the
discussion Mr. Mivazawa asked for the inclusion of the words

"otherwise to remove the burden® into the last ssntence. Ths
sentence was agreed on the basis that 1t read: "We also
welcome the action taken by a numbar of creditor governments
to write off or otherwise remove the burden of ODA loans, and
also urge countries to maintain a high grant element in their
future assistance to the poorest." Mr. Lawson then withdrew
the first amendment (to laughter, particularly Erom

Mr. Baker). Mr. Amato, after making a point reflecting the
labyrinthine complexities of Italian finances, suggested a
substantial redraft of the second sentence. His point was
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made by Mr. Lawscon's suggestion that the word "usually" should

be included in the sentence. On this basis, paragraph 30 was

agreead.

Paragraph 31-32

These were agreed.

Paragraph 33

Mr. Genscher asked for a reference t0o tEhe North Sea.

Mra. Thatcher said that 1f the North Sea was mentionsad,

problems of Rhine pollution merited attention. After
discussion; it waes agreed to include a reference to "air, sea
and fresh water pollution". The paragraph was agreed on this

basi18g.

Paragraph 34

This paragraph was agreed as drafted.

Paragraphs 18-19

Discussion then returned to paragraphs 18 and 19 on the basis
of a text proposed by Mr. Wilson and Mr. de Clercqg. Mr. Baker
gbjected to the words “taking into consideration the diversity
of our agricoltural situations ...". In his wview, this

represented a step back. He could accept the sentence if the
refarence “taking into consideration™ was removed. Chancellor

Kohl and Mr. Bérégovoy were prepared to accept the sentence,

a8 originally drafted, on the basis that it was a compromise.
Mr. Baker said that he preferred the original first square

brackets to the so-called compromise., Mrs,. Thatcher said that

she could accept the sentence,; but wondered whether
replacement of "taking into consideration"™ by "noting the
diversity”™ might not meet Mr. Baker's point. M. Delors
suggested as an alterpative "given the diversity". After

telephoning his advisers outside the mesting, Mr. Baker

accepted the phrase "noting, among other things, the
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diversity... Paragraphs 18 and 19 were agreaed on that

basis.

Paragraph 32

Following the tabling of a further draft by Mr. Clark af the
Last sentence of paragraph 22, that paragraph was agreesd on
the basis that the original paragraph should conclode after
"developing countries® and that a new sentence should be addad
at the end of the paragraph, "Sevaral countries find
themselves in that situation in various regions of the world:
Latin America, Africa and the Pacific, particularly the
Philippines, and that merits our special attention." Paragraph

24 was agreed on that basis.

While waiting for Mr. Clark to return with his sentence on the

Philippines, Mr. Takeshita asked, after noting that his

statement was not part of the plenpary, that countries should

co—operate in making the Seoul Olympics a succaess.

The concluding session finished at 1.30 p.m.
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T0 IMMEDIATE WASHINGTON

TELND 1D48

OF 27¥515F JUNE 838

INFO IMMEDIATE EC POSTS, TOKYOD, QOTTAWA., UKREP BRUSSELS

INFO ITMMEDIATE UKDEL OQECD, UEMIS GENEVA, UKMIS NEW YORK

INFO ITMREDIATE UKDEL IMF/IBRD, BERME, STOCKHOLM, DOSLO, HELSINKI
INFO LIMMEDIATE VIENMNA, CANBERRA, WELLINGTOMN

INFO PRIORITY SEOQOUL,; HONG EOQNG, SINGAPORE , KUALA LUMPUR

INFO PRIORITY REYKJAVIK, NEW DELHI, ISLAMABAD . DHAXA, ANKARA
INFO PRIORITY PEKING, BANGKOK, JAKARTA, MANILA, CAIRO, DAKAR
INFC PRIORITY FREETOWN, ACCRA, LAGDS, KINSHASA, HARARE, LILONGWE
INFO PRIOQRITY KAMPALA, NAIROBI, LUSAKA, ADDIS ABABA, WMAPUTO

INFO PRIORITY DAR ES5 SALAAM, KHARTOUM, RIYADH, CARACAS, BRASILIA
INFO PRIORITY MEXICO CITY, MONTEVIDED, BIS BUENOS AIRES., SANTIAGO

RY TELWNG T1D4&: TORONTO SUMMIT
LIKRE TO TAKE
GEMERAL

1. A HIGHLY SUCCESSFUL MEETING, WHICH UNDERLIMNED THE

EFFECTIVENESS OF ECONOMIC POLICIES PURSUED IN THIS SECOND
SEVEN-YEAR CYCLE OF SUMMITE THAT TORONTO CONCLUDED. LEADERS
EXPRESSED THEIR COMFIDEMCE IMN THE PERFORMANCE OF THE WORLD
ECONOMY , AMD COMMITTED THEMSELVES TD CONTIMUE SCUNMD POLICIES,

2. UK VIEWS FULLY REFLECTED IN COMMUNIGUE. WE PARTICULARLY
WELCOME THE AGREEMENTS ON DEBT, DRUGS AND TERRORISM, WE NOW NEED
70 BUILE ON THESE ACHIEVEMENTS IN THE ORGAMISATIONS COMCERNED.
COMMUNIQUE LANGUAGE OM TRADE AND AGRICULTURE ALSO POLNTS WAY
TOWARDS MAKING PROGRESS AT GATT MID TERM MEETIHG IM MONTREAL THIS
DECEMBER.

MACROECONOMIC ISSUES

5. CLEAR REAFFIRMATION THAT PRESENT MACROECOMOMIC FOLICIES ARE
RIGHT. EXISETING ARRAMGEMENTS FOR COORDINATION ARE WORKING (CF
CAPACLITY OF WORLD ECOMOMY TO ABSORB SHOCK OF OCTOBER STOCK MARKET
COLLAPSE). LEADERS AGREED 7D CONTIMUE THEIR EFFORTS TO REDUCE
EXTERNMAL BALAMCES, WITH MAJOR SURPLUS AND DEFICIT COUNTRIES ALL
PLAYING THEIR PART (PARA 7 OF COMMUNIQUE: TORONTO TELMNO 15
REFERS). THEY WARNED OF THE NEED TO MAINTAIN VIGILAMCE AGAINST
ANY RESURGENMCE OF INFLATION.

STRUCTURAL REFORM

4. LEADERS COMMITTED THEMSELVES (PARAS @ AND 10 OF COMMUWIQUE)
TD CONTIMNUE STRUCTURAL REFORM: SPECIFIC PRIORITIES FOR EACH
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COUNTRY WERE SET OQUT IM THE ANMEX 70 THE COMMUMIGUE. UNRECESSARY
REGULATIONS AND BARRIERS T0O BUSINESS MUST BE REMOVED [W ORDER 7D
PROMOTE EFFICIENCY, ENTERPRISE AND COMPETLITION AND PROVIDE (PARA
@Y THE BASIS FOR MORE ROBUST GROWTH.

TRADE AND AGRICULTURE

s TORONTDO GAVE FRESH IMPETUS TO GATT MEGDTIATIONS. LEARBERS
GAVE FIRM COMMITMENT (PARA 14) 70 RESIST PROTECTIONISM ANE TO
ROLL BACK AGRICULTURAL SUPERORY. THEY ATTACHED (PARA 1432
PARTICULAR IMPORTAMLCE TO STRENGTHEWING GATT DISCIPLINES, AND
DISPUTE SETTLEMENT FPROCEDURES.

B THEY ALSD REAFFIRMED THE PLUNTA DEL ESTE AGREEMENT TOD ALLOW
FOR EARLY AGREEMENT WHERE APPROPRIATE, AND SPECIFICALLY
RECOGNISED (PARA 12) THAT THE GATT MIL TERM MEETING COULD TAREE
COMCRETE DECISIONS IF ANY ISSUES WERE RIPE FOR THIS.

e LEADERS AGREED (PARA TBY THAT "A DEWICE FOR THE MEASUREMENT
OF SUPPORT AMD PROTECTION' (IE LIEE THE OQECB'S PRODUCER SUBSIDY
EQUIVALENTY wWOULD FACELITATE A FRAMEWORE APPROACH ON AGRICULTURE.
THEY SUPPORTED SUCH A FRAMEWORK WHICH SHOULDR IMCLUDE SHORT TERM
OPTIONS AS MWELL AS LOMGER TERM CBJECTIVES, CONCERMING THE
REDUCTION OF ALL FORMS DF DIRECT AND IMDIRECT SUBSIDIES AND
PROTECTION FOR AGRICULTURE.

DEBT

8. DISCUSSIONS COMCENTRATED OM HOW TO HELP THE POOREST DEBTOR
COUNTRIES. SIMNCE HIS INITIATIVE IN APRIL LAST YEAR, THE
CHANCELLOR OF THE EXCHEGUER HAS. TAKEN THE LEAD IN PRESSING FOR
ACTION OMN DEBT RELIEF FOR AFRICA. UK VERY PLEASED THAT HIS
PROPOSALS ., AND SUBSEQUENT VARIATIONS BY OTHER COUNTRIES, WERE
WELCOMED (PARA 3I0) BY ALL LEADERS AT TORONTO. MEGOTIATION ON
TECHNLICAL DETAILS MNOW FALLS TO THE PARIS CLEB. WILL OFFER REAL
BEMEFITS TO POOREST AWD MOST INDEBTED SUB=-SAHARAM AFRICAM
COUNTRIES C(INCLUDING SOME COMMOMNNWEALTH MEMBERS, THOUGH THE LIST
REMAINS T0 FINALISED) S50 LOMG AS THEY HAVE INTERNATIOMALLY AGREED
PROGRAMMES OF ECOMOMIC REFORM.

HEWLY INOGUSTRIALISING ECONOMIES

o, LEADERS RECOGMNISED (PARA 21)3 THAT THE ASIAN NIES ODIFFER IN
MANY IMPORTANT RESPECTS: URGED THEM TO ACCEPT MORE OBLIGATIONMS IN.
THE GATT: AMD ENCOURAGED THE DEVELOPMENT OF AN INFORMAL
CONSTRULCTEVE DIALOGUE WITH THEM. DECD MNOW CONSIDERING QGUESTION.
10. HOT A COMTENTIOUS ISSUE AT TORONTO.

DRUGS 4

il LEABERS APFROVED IMPORTANWNT NEW STEPS TO INTENSIFY
COOPERATION IN THE FIGHT AGAIMST DRUGS (PARAS 146 AND 17 OF
POLITICAL COMMUNIQUE: TOROMNTO TELMO B REFERS).

g A UK WILL COMTINUE TO EXTEWND ITS NETWORKE OF BILATERAL
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AGREEMENTS FOR MUTUAL ASSISTANCE IMW TRACING, FREEZING AND
COMFISCATING THE PROCEEDS OF THE DRUGS TRADE AND CURBING THE
LAUNDERING OF DRUG MONEY.

13. GUIDANCE ON TERRORISM IN MIFT (NOT TO ALL}.

ADDITIONAL POINTS

14, g . SUMMITS UNEXCITING, POINTLESS?

A. AS COMMUNIGQUE SAYS (PARA &), SUMMITS AM EFFECTIVE FORUM TO
PROMOTE NEW IDEAS AND DEVELOP COMMOMN SENSE DF PURPOSE, AS WELL AS
TO ADDRESS TOPICAL ISSUES. RESULTS EVIDENT OVER TIME RATHER THAN
IMMEDIATELY. VALUABLE INFORMAL OPPORTUNITY TO0 DEVELOP CLOSE
RELATIONS BETWEEN &7 LEADERS WMICH MUST EMNHANCE COOPERATION.
SUCCESS DOESN'T MAKE MEDIA HEADLINES., TORONTO WAS ONE OF THE
BEST SUMMITS IN UK'S VIEW.

y g B. LEADERS COMPLACENT?

A. LERTAINLY NOT. LEADERS RESOLVED 7O TACKLE THE OQUTSTANDING
FROBLEMS WHICH REMAIN. COMMUNIGQUE WARNS OF NEED FOR VIGILAMNCE
AGAINST INFLATION AND COMTIMNUED ACTION ON TRADE IMBALANCES AND
BUDGET DEFICITS. ALSO PRESSURE FOR MORE TO BE DONE ON
MICROECONOMIC SIDE.

164. Q. WHY 50 LITTLE ABOUT TRADE IMEALANCES?

A. ADJUSTMENT OF US/FRG/JAPAN IMBALANCES IS UMDERWAY AS A RESULT
OF ACTIONS ALREADY TAKEN. MNEED MORE OF THE SAME, NOT DIFFERENT
POLICIES.

17. 8., ©DID SUMMIT COUNTRIES AGREED ON CONCERTED ACTION TO RAISE
INTEREST RATEST

A. NO. ALL AGREED OM NEED TO KEEP INFLATIONW DOWN. IMTERESTY
RATES NOT THE OMLY INSTRUMENT FOR DOING THIS.

T8. 4. SECTION ON STRUCTURAL REFORM POINTS FINGER AT GERMAMY?
A. WE ALL NEED TO UNDERTAKE MICROECONOMIC REFORMS TO IMPROVE THE
WORKING OF OUR MARKETS. ACTION IN EC CLEARLY OF MIGH PRIORITY,
AND A CENTREPIECE OF THE PROGRAMME FOR ACHIEVING A SINGLE
EUROFPEAN MARKET BY 19%2.

19. @. WHY NO AGREEMENT ON TOTAL ELIMINATION OF AGRICULTURAL
SUPPORT?

A. UNREALISTIC. MUST AIM FOR PROGRESSIYE REDUCTION OF SUPPORT.
STERILE 70 ARGUE ABOUT COMPLETION DATES INSTEAD OF GETTING OM
WITH IT A STEP AT A TIME. EUROPEAN COUNCIL DPECISIONS EARLIER
THIS YEAR AN IMPORTANT FIRST STEP, BUT ALL NEED TO DO MORE.

20. Q. MORE DETAILS OMN AFRICAM DEBT RELIEF?

A. MWILL BE WORKED ON IN PARIS CLUB. BUT CAN CONFIRM THAT UK
CONTRIBUTION WILL TAKE FORM OF REDUCING INTEREST RATES ONW
RESCHEBULED DEBVT. WE SHWALL PRESS WIGOROUSLY FOR PARIS CLUSB
AGREEMENT BY ENMD-=YEAR DEADLINME.
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b Ry WHAT ABOUT MIBDLE=IMNCOME BEBTORS?

& . LEADERS REAFFIRMED C(PARAR £3) CASE-BY-CASE APPROACH, AND
ENCOURAGED FURTHER DEVELOPMENT DF MARKET-ORIENTED INWNOVATIVE
FINANCING TECHHIQUES, WHICH IN SOME CASES HAVE ALREADY REDULED
THE ORIGINAL STOCK OF DEBT.

22. @, JAPAMESE PLAN FOR DEBT RELIEF FOR MIDDLE-INCOME
CEaBTORS?

A IMAMCE MINISTERS AGREER TO GIVE IT FURTHER CAREFUL STURY.
(IF PRESSEDR) BUT MUST MOT CONFUSE ROLES OF GOVERNMENTSFIFIS AND
COMMERCIAL BANKES, TO WHOM MOST OF THE BEBT IN THESE COUNTRIES L5
OWED.

23, 2. WHY 50 LITTLE DISCUSSION OF NIES AT TORONTO?

A . QECD MINISTERS AGREED IN MAY ON PRINCIPLE OF INFORMAL
COMTACTS. MODALITIES MOW BEING STUDIED BY DECD WORKING GROUP.
EUMMIT DID MNOT WANT TO PRE-EMPT GROUP'S COMCLUSIONS. IMPORFANT
DIFFERENCES BETWEEN KOREA/TAIWAN AND FREE-TRADING OPEN HONG
EONG/SINGAPORE.

2h. @, WHAT DID DEVELOPING COUNTRIES GAIN FROM SUMMIT?

R A LANDMARK AGREEMEMT ON AFRICAMN DEBT RELIEF WHICH FOLLOWS
OTHER INITIATIVES THIS YEAR, SUCH AS THE IMF'S ENHANCED
STRUCTURAL ADJUSTMENT FACILITY WHICH WILL HAVE REAL IMPALCT ON
DEBT BURDENS OF POOREST AND MOST IMDEBTEL COUNTRIES IN AFRLCA AND
ELSEWHERE. SUMMIT COUNTRIES ALSO COMMITTED THEMSELVES TO ENSURE
MORE OPEN MARKETS FOR DEVELOPING COUNTRIES" EXPDRTS.

£5. . UK AID PROGRAMME LAGGIMNG?T

AL IT IS INCREASING IN RERL TERNMS, IS OF HIGH QUALITY AND
FOCUSSED ON THE POOREST. ANWY UK CONTRIBUTION TO CONCESSIONARY
INTEREST RATES IN THE PARIS CLUB FDR THE POORESY AND MOST
INDEBTED AFRICAM COUNTRIES WILL BE FINAMNCED THROWUGH A FURTHER
INCREASE IM THE AID PRDGRAMME.

HOWE

DESTRIBUTION

MAIN 240

<ECONOMIC SUMMIY EED

STAMDARD UND

ERD K= LEGAL ADVISERS
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TO IMMEDIATE WASHINGTOM

TELND 1045

0F 2311302 JUME 83

INFO IMMEDIATE EC POSTS, TORYO, OTTAWA, UKREP BRUSSELS
INFO LMMEDIATE UKDEL OQOECD, UKMIS GEKEVA, UKMIS NEW YORK
INFO IMMEDIATE UKDEL IMF/IBRD, BERNE, STOCKHOLM, OSLO

INFO IMMEDIATE WELSINKI, VIENNA, CANBERRA, WELLINGTON

INFO PRIORITY SEOUL, HONG KONG, SINGAPORE, KUALE LUMPUR
LRFD PRIDRITY RETRJAVIK, MNEW RBELHI, ISLAMABAD, DHAEA

INFO PRIORITY AMNKARA, PEKING, BANGKOK, JAKARTA, MANILA
INFO PRIORITY CAIRO, DAKAR, FREETOWN, ACCRA, LAGDS, KINSHASA
INFO PRIORITY HARARE, LILONGWE, KAMFALA, NAIROBI, LUSAKA
[MFO PRIORITY ADDIS ABABA, MAPUTOD, BAR E5 SALAAM, KHARTOUM
INFO PRIORITY RIYADH, CARACAS, BRASILIA, MEXICO CITY

INFDO PRIORITY MONTEVWIGEO, BIS BUENOS AIRES, SANTIAGO

UKDEL TORONTO TELNO 15: TORCNTO SUMMIT 19-217 JUNE

SUMMARY

|« & GOQD MEETING. SUMMIT LEADERS STROMGLY REAFFIRMED THE
YALIBITY OF EXIETING MACRODECONOMIC POLICIES, WHICH HAYE BROUGHT
SUSTAINED GROWTH WITH LOW INFLATION, HIGHER IMNVESTMENT AND MORE
JOBE. EMPHASIS ON STRUCTURAL REFORMS TO REMOVE UMNNECESSARY
CONTROLS AND REGULATIONS AND BARRIERS TO TRADE.

£. UK OBJECTIVES SECURED ON SUB-SAHARAN AFRICAN DERAT, DRUGS AND
TERRORISM. AGREEMENT THAT GATT DISCIPLINES SHOULD BE
STREMGTHEMNED. SATISFACTORY OUTCOME ON AGRICULTURE, WITH EC AND
U5 NOT STANDING ON MAXIMALISY POGEITIONS.

BETAIL

3. HEADSE OF STATE OR GOVERNMENT DISCUSSED WORLD ECONOMIC
PROSPECTS OM THE FIRST EVEMWIMG: THE PRIME MINISTER OPENED AT MR
MULRONEY 'S INVITATION. LEADERS PISCUSSED THE POLITICAL AGENDA
OVER DINMER AND, FOLLOWING FURTHER NEGOTIATION OF THE TEXT
BETWEEN FOREIGN MIWMISTERS, ADOPTED THE SUMMIT POLITICAL
PECLARATION OGN THE AFTERNOON OF 20 JUNE. TEXT IN TOROMNTO TELNO
B, NOW REPEATED TO CERTAIN POSTS.

4, 'ALSO ON 200 JUNE, LEADERS DISCUSSED MACROECONOMIC POLICY,
STRUCTURAL ADJUSTMENT ANL DEBT (MORMIMG): TRADE, AGRICULTURE , AMD
THE MEWLY INDUSTRIALISING ECONOMIES (AFTERWOOMN) AND DRUGS AND THE
ENVIRDMMENT IN THE EVENING. OM 21 JUHE THEY ADOPTED THE TORONTOD
ECONMOMIC DECLARATION, TEXT IN TOROMTO TELWG 15.
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5. FOREIGM AND FINANCE MINISTERS MET SEPARATLY OM 19 JUNE AND
THE MORNING OF 20 JUNE. FOR THE RECORD OF FOREIGN MINISTERS'
DPENING SESSION ON 3% JUNE SEE TORONTO TELND 14& (NOT TO ALLJY.
FINANCE MINISTERS SPENT MUCH OF THEIR TIME ON AFRICAN DEBT
TSSUES, AND REACHED AGREEMENT UPON AN APPROACH THAT COMMITS ALL
SUMMIT PARTICIPANTS TO FURTHER MEASURES OF DEBT RELIEF, WITH
DETAILS TO BE WORKED OUT RAPIDLY IN THE PARIS CLUB IN & WAY THAT
WILL ENSURE COMPARABILITY BETWEEN THE VARIOUS OPTIONS.

&. THE FOLLOWING ACCOUNT OF SUMMIT DISCUSSION OF THE ECONOMIC
AGEMDA IS STRICTLY FOR YOUR INFORMATION. IN CONTACTS WITH THE
PRESS YOU SHOULD BE GUIDED BY FURTHER TELEGRAM TO FOLLOW

SHORTLY (ANMD BY TEXTS OF MINISTERIAL

PRESS BRIEFINGS WHICH WE ARE FAXING TO CERTAIN POSTS).
MACROECONOMIC ISSUES AND STRUCTURAL ADJUSTMENT

7. HEADS OF GOVERNMENT AGREED THAT THE SECOND 7 YEAR CYCLE THAT
'ORONTO NOW CLOSES HAD SEEN AN ENORMOUS IMPROVEMENT IN THE
MANAGEMENT OF THE WORLD ECONOMY. 1IN HER OPENING REMARKS, THE
PRIME MINISTER COMPARED THE EMPHASIS DURING THE FIRST SUMMIT
CYCLE €71975-81) ON THE DISTRIBUTION OF WEALTH, THE ACCOMMODATION
OF INFLATION, SHORT=-TERM EXPEDIENCY AND FINE TUNING WITH THE
EMPHASIS IM THIS SECOND CYCLE ON THE CREATION OF WEALTH, THE
CONTROL OF INFLATION, STRUCTURAL ADJUSTMENT AMND RELEASING THE
EMERGIES OF THE PRIVATE SECTOR. INDUSTRIALISED COUNTRLES HAD
SUCCESSFULLY WEATHERED LAST OCTOBER'S STOCK MARKET COLLAPSE
BECAUSE THEY HAD GOT THE ECONOMIC FUNDAMEMTALS RIGHT. THIS
ANALYSIS WAS STRONGLY ENMDORSED BY REAGAM, KOHL, MITTERRAND AND
DELORS, AND IS REFLECTED IN THE OPENING PARAGRAPHS OF THE
DECLARATION.

8. TAKESHITA SAID THAT JAPAN MOULD ENSURE THAT DOMESTIC DEMAND
00K RODT AS THE MOTOR FOR GROWTH, S0 AS TO REDUCE EXTERNAL
BACANCES FURTHER. REAGAN CONCENTRATED ON—TAK REFORM, STRUCTURAL
ABJUSTMENT AND US SUCCESS IN DEREGULATING AND CREATING NEW JOBS.
MITTERRAND REAFFIRMED HIS SUPPORT FOR ANTI-INFLATIONARY POLICIES,
DECENTRALISATION AND LIBERALISATION OF CAPITAL MOVEMENTS IN
FRANCE AND THE EC, , BELORS STRESSED THE IMPORTAMCE OF SUPPLY SIDE
POLICIES TO REﬁutE[EgPLaTHENT: THE SINMGLE EURDPEAN MARKET WOULD
NOT (REPEAT NOT) BE A CLOSED FORTRESS. MULRONEY AND THE PRIME
MINISTER SAID THAT PUBLIC SPENDING MUST BE RESTRAINED DESPITE THE
EXPECTATIONS THAT PROSPERITY BROUGHT ABOUT.

9. ON BEHALF OF FINAMCE MINISTERS, WILSON (CANADA) REPORTED &
HEALTHY WORLE ECONOMIC SITUATIOMW: THE PROGRESSIVE CORRECTION OF
IMBALANCES, HELPFUL EXCHAMGE RATE ADJUSTMENTS CWITH NO NEED FOR
FURTHER CHANGES), A STRONGER GROWTH THAN FORECAST, AND INFLATION
STILL SUBDUED. BUT HE DREW ATTENTION TO THE NEED FOR FURTHER
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CORRECTION OF IMBALANCES IN BOTH SURPLUS AND DEFICIT COUNTRIES, =
AND TO REMEWED FEARS OF INFLATIOMN IN SOME COUNTRIES. HE STRESSED
THE IMPORTAMCE OF COOPERATION BETWEEN SUMMIT COUNTRIES ON
ETRUCTURAL REFORM. THE GEMERAL MESSAGE WAS THAT SUMMIT COUNTRIES
MUST PERSEVERE WITH AND STRENGTHEN EXISTING MACRO AND MICRO
POLICIES. COMMUNIGQUE DRAFTING WAS UNCONTENTIOUS.

TRADE AND AGRICULTURE

10. TRABE ISSUES AS SUCH RECEIVED RELATIVELY LITTLE ATTENTION.
THE PRIME MINISTER STRESSED THE NEED TO MAKE PROGRESS IN THE MID
TERM MEETING (MTM) IN MONTREAL IN DECEMBER, REMINDED HER
COLLEAGUES THAT THE 1984 PUNTA DEL ESTE DECLARATION PROVIDED FOR
EARLY AGREEMENTS WHERE POSSIBLE, AND SAID THAT GATT DPISCIPLINES
SHOULD BE STRENGTHEMER. PARA 16 OF THE COMMUNIGUE REFLECTS UK
LANGUAGE ON GATT, AND PARA 14 INCORPORATES A REFERENCE TO EARLY
AGREEMENTS. WE ALS0 SECURED A RENEWED COMMITMENT TO STANDSTILL
AND ROLLBACK (AGAINST US OPPOSITION SINCE THEY RIGHTLY SAW THIS
A% CRITICISM OF THEILR RECENT DECISION TO BRING FARMLAND BACK INTO
CULTIVATIONY. WE MELPED THE CAMADIANS TO OBTAIN THE STRONGER
ENDORSEMENT THEY WANTED FOR THEIR FREE TRADE AGREEMENT WITH THE
us.,

11. AS PREDICTED, AGRICULTURE WAS THE MOST CONTENTIOUS ITEM.

THE PRIME MINISTER DEFENDED THE EUROPEAN COUNCIL DECISIONS A3 A
GOOD START TO REFORM: SAID THAT PERMANENT SUBSIDIES FOR
AGRICULTURE WERE UNACCEPTABLE, BUT THAT THE US PROPDSAL FOR THE
COMPLETE ELIMIMATION OF ALL SUPPORT FOR AGRICULTURE BY 2000 WAS
BRAVE BUT UNATTAINABLE: COMMEMWDED THE OECD'S WORK ON MEASURING
ALL FORMS OF SUBSIDY: AND ADVOCATED A SHOGRT TERM AGREEMENT AT THE
MTM TO FREEZE AND THEN REDUCE SUBSIDIES.

12. THE US AND EUROPEAN COMMISSION CLASKED, THOUEH WITHOUT URDUE
ACRIMONY, BOTH IN PLEMARY AND COMMUNIQUE DRAFTING. THE
COMMISSION REJECTED QGUOTE ZERO/2000 UNQUOTE AS IMPRACTICAL AND
NOT PROVIDED FOR AT PUNTA, WHICH SPOEE ONLY OF QUOTE PHASED
REDUCTIONS UNGUOTE. MNOR WOULD THEY AGREE TO SINGLE OUT
AGRICULTURE AS AN ISSUE RERUIRING COMCRETE ACTION AT THE MTM,
THOUGH THEY WERE READY TO ACCEPT A FREEZIE OM SUBSIDIES AS A
PRELUDE TO THEIR REDUCTION. WITH STRONG SUFPORT FROM KOHL, THEY
ALSO STRESSED THE DIVERSITY OF EUROPEAN AGRICULTURE. THE US
BEGAMN BY INSISTING ON AGREEMENT ON THE OBJECTIVE OF TOTAL
ELIMINATION OF ALL SUPPORT AS A PRECONDITION FOR THEIR ACCEPTING
SHORT TERM ACTION. MITTERRAND, LIKE KOHL, CAUTIONED AGAIMST
TRYING TO FORCE THE PACE OF REFORM, WHILE ACCEPTING ITS NEED.

THE JAPAMESE AGAIN SAID THEY WERE DIFFERENT, BUT PROMISED FURTHER
LIBERALISATION AMD APPEARED TO ACCEPT THE OECD'S MEASURING DEVICE
OF FARM SUPPORT.
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13. AFTER LENGTHY DISCUSSION ON THE FINAL BAY, THE OUTCOME WAS VERY
sATISFACTORY FOR THE UE. 7THE US DROPPED ITS INSLISTENCE ON TOTAL
ELIMINATION, AND THE EC, IN PRACTICE. ITS INSISTENCE ON THE
BUCTE GLOBALLTY UNGUOTE OF THE GATT MEGOTIATIONS. WHILE PARA 1B OF
THE COMMUNIGUE DOES NOT SPECIFICALLY REFER TO THE ADOPTION OF
MEASURES OF AGRICULTURAL REFORM AT THE MTM, PARA 12 (UNLIKE LAST
MONTH'S DECE COMMUMNIGUE} USEFULLY ALLOWS FOR CONCRETE MTH
DECISIONS IN PARVICULAR AREAS OF THE NEGOTIATIONS.

DEBT -

14. PARAGRAPH 30 OF THE COMMUNIQUE, ON THE BDEBT OF THE POOREST
AND MOST DEBT-DISTRESSED COUNTRIES (IN PRACTICE THOSE IN
SUB=S5AHARAN AFRICA) IS5 A PBREAKTHROUGM FOR THE INITIATIVE THAT THE
CHANCELLOR FIRST LAUNCHED IN APRIL 1%37. IT SETS THE PARIS CLUB
AN END=YEAR DEADLINE TO REACH AGREEMENT ON THE DETAILS: IN A WAY
THAT ENSURES FAIR BURDEN-SHARING BETWEEN THOSE WHO LIKE THE UK
WItLL REDUCE INTEREST RATES ON RESCHEDULED QFFICIAL (MOSTLY EXPORT
CREPIT) DEBT: THOSE WHO LIKE FRANCE WILL WRITE OFF PART OF THE
DEBT ITSELF: AND THOSE WHD LIKE THE US WILL STILL CHARGE
COMMERCIAL RATES BUT AGREE TO LONGER REPAYMENT PERIODS, YOU
SHOULD NOT BE DRAWN BEYOND THE TEXT OF PARAGRAPH 30, AND IN
FARTLCULAR YOU SHOULD NOT SPECULATE ON THE PRECISE EXTENT OF THE
[NTEREST RATE CUT THAT THE UK WILL APPLY, OR PRECISELY HOW
BURDEN-SHARING WILL BE CALCULATER. BUT POSTS, ESPECIALLY IN AFRICA,
SHOULD REMIND THEIR HOST GOVERNMENTS THAT THIS WAS A BRITVIGH
INITLATIVE, WHICH WE HAVE PURSUED TENACIOUSLY FOR OVER A YEAR
PESEPITE COMSIDERABLE SCEPTICIEM FREDMN MAMY OTHER CREBITOES. AS
MECESSARY, THEY SHOULD ALSC DRAW ATTEMTION TO0 THE CONDITION THAT
COUNTRIES MUST BE FOLLOWING APPROVED ADJUSTMENT PROGRAMMES IN
QRDER TO RUALIFY FOR THESE REAL BENEFLTS. POSTS BHOULD ALSD NOTE
THAT THE CONVERSION OF ALD LOANS INTD GRAMNTS, REFERRED TO IN THE
FINAL SEWTENCE OF THIS PARAGRAPH, PILILKES UFP ANOTHER OF WHE
CHANCELLOR'S PROPOSALS.

154 IT WILL: BE IMPORTANT TO RING=FENCE THE LIST OF COUNTRIES
ELIeIBLE, FIMANCE MINISTERS AGREED TQ BASE THEMSELVES ON WORLD
BANK CRITERIA FOR THE SPECIAL ACTION PROGRAMME, WHICH COVER
POVERTY, INDEBTEDMESS AND ADJUSTMENT. BUT AS YET THERE IS NO
LNOJ FIRM AGREED LIST OF COUNTRIES BASEE ONM THESE CRITERIA.

16« THE JAFAMNESE BID NOT PRESS THEIR EDEAS FOR. SOME FORM OF IMF.,
L8RD DR GOVERNMENMTAL GUARANTEE OF DEBT OWED BY MIDDLE INCOME
DEBTORS TQ THE COMMERCIAL BAMKS, THE CHANCELLOR, BAKER AND
STOLTENBERG COUNSELLED CAUTION, THE COMMUNIGUE REAFFLRMS THE
EXISTING CASE BY CASE APPROACH.

1f« THERE WAS NO DISCUSSION OF AID TARGETS (IN PARTICULAR, THE
UM TARGET QF O.7 FER CENT OF G0OP).
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NEWLY INDUSTRIALISING ECONOMIES

18. AGAINM, ALMOST NO DISCUSSION. PARAGRAPH 27 OF THE COMMUNIQUE
WALS UNCOMWNTENTIOUS. THE PROPOSED INFORMAL DIALOGUE WITH THE ASIAN
WNIES I35 UNDER DISCUSSION IN THE DECD, AND NOTHING SALD AT TORONTO
FPREJUDICES HONG KONG'S POSITION.

OTHER ISSUES

19. THE GERMANS SPOKE STRONGLY ABOUT ENVIROMMENTAL CONCERNS BUT
DID NOT SEEK ANY AMENDMENTS OF NOTE TO THE COMMUNIQUE, THOUGH
THEY RAISED POLLUTION IN THE NORTH SEA.

20, WASHINGTON: PLEASE PASS TO PS/MRS CHALKER

DISTRIBUTILION
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TORONTO SUMMIT: JAPANESE PRESS REACTIONS

,iL.lHHhFP'I"

1. THE JAPANESE PRESS SEE THIS OVERALL AS A SUCCESSFUL, IF NOT
SPEGTACULAR, SUMMIT. JAPAN IS SEEN AS HAVING PLAYED AN IMPORTANT PART
IN THE ECONOMIC DESATE, BUT CARRIED LESS WEIGHT IN THE POLITICAL
BISCUSSIONS. JAPAN'S EMERGING ROLE AS ASIAN SPOKESMAN NOTED.
TAKESHITA THOUGHT TO HAVE DONE CREDITABLY, ROUNDING OFF HI1S5
INITIATION IN DIPLOMATIC AFFAIRS, AS WIS ENERGIES NOW RETURN TO
DOMESTIC TAX AND AGRICULTURAL REFORMS.

DETAIL

2. THE JAPANESE MEDIA PORTRAY TORONTO AS A GENERALLY HARMONIOUS
AFFAIR, AND MUCH EARSIER FOR JAPAN THAN RECENT SUMMITS. ON THE MAIN
ECONOMIC ISSUES OF STRUCTURAL ADJUSTMENTS, AGRICULTURE, THE NIES,
ODA AND DEBT, THE SUMMIT 15 SEEN AS HAVING GONE SAFELY WITHOUT
HAVING BROKEN MUCH NEW GROUND. ON MACROECONOMIC POLICY IT 15

NOTED THAT JAPAN WAS PRAISED WHILE CRITICISM OF THE US WAS MUTED OUT
OF CONSIDERATION FOR PRESIDENT REAGAN AT HIS LAST SUMMIT. BUT THE
GENERAL VERDICT I3 THAT INTERNATIONAL COORDINATION IS WORKING
REASONABLY WELL.

3. THE OUTCOME ON AGRICULTURE IS5 SEEN AS SATISFACTORILY PROTECTING
THE JAPANESE POSITION IN THE URUGUAY ROUND, SINCE REFERENCE TO

PSES IS QUALIFIED: MOST REFLECT FINANCE MINISTER MIYAIAWA'S
PORTRAYAL OF AGRICULTURE IN THE GATT A5 ESSENTIALLY AN ISSUE BETWEEN
THE MORTH AMERICANS ANMD THE EUROPEANS. REFORTING ON THE SUMMIT WAS
ALMOST OVERSHADOWED BY COMMENTARY ON THE FUTURE OF JAPANESE
AGRICULTURE AFTER THE US-JAPAN AGREEMENT ON BEEF AND CITRUS, WHICH
15 SEEN AS HAVING MUCH MORE FUMDAMENTAL IMPLICATIONS THAN THE GATT
ROUND NEGOTIATION.

4. THE EMERGENCE OF THE NIES A5 A TOPIC IS5 SEEN AS A FEATURE OF THIS
SUMMIT, AND THE COMMUNIGUE LANGUAGE AS OWING A LOT TO JAPANESE VIEWS.

PAGE 1
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SEVERAL PAPERS COMMENT ON JAPAN'S ROLE VIS-A-VIS ASIA. THE YOMIURI
SUGGESTS THAT JAPAN IS SHIFTING AWAY FROM BEING THE SOLE ASIAN AT
SUMMITS TO BEING ASIA'S SUMMIT REPRESENTATIVE. SOME EDITORIALS
SUGGEST THAT THE ECONOMIC DECLARATION IS UNBALANCED IN WELCOMING
THE US=CANADA FREE TRADE ZONE AND EUROPEAN SINGLE MARKET WHILE
IMPLICITLY CRITICISING EAST ASIAN ECONOMIC VITALITY, AND THAT I1
WILL BE JAPAN'S ROLE IN FUTURE TO ACT AS A BUFFER TO AMERICAN AND
EUROPEAN PRESSURE ON EAST ASIA. ON AID AND DEBT THE FRAME WORK
AGREEMENT ON DEBT RELIEF MEASURES FOR THE LLDCS WAS BGIVEN A WELCOME.
IT WAS NOTED THAT TAKESHITA HAD RAISED THE IMPORTANCE OF ASIAN A3
WELL AS SUB-SAHARAN AFRICAN COUNTRIES IN THIS CONTEXT. THE PAPERS
GENERALLY AGREE THAT JAPAN'S OWN INITIATIVES HAD BEEN USEFUL AND
TAKEN SERIOUSLY BY OTHER COUNTRIES.

5. HOWEVER, SEVERAL PAPERS ALS0 SOUND A WARNING NOTE ABOUT
COMPLACENCY. THE NIKKEI CONTINUING A CONSISTENTLY DISSIDENT THEME
IN ITS EDITORIALS, BAYS THE REEDLUE TO TACKLE EXTERMAL IMBALANCES

IN SPITE OF BLACK MONDAY. DISCUSSION OF THE AMERICAN DEFICIT IN
TORONTO IT SUGGESTS WAS INADEQUATE: THE AMERICANS NEED TO EXERT MORE
EFFORT NOW THOUGH THE FHPER EQHELUDES THIS 1% UMNLIKELY. IT BALLEGES
THAT POLICY COORDIMATION AMOMWGST SUMMIT PARTICIPANTS IN FRACTICE
DOES HOT EXTEMD MUCH BEYOND COORDINATED EXCHANGE RATE IMWTERVENTIOMNS.
ALTHOUGH THE IMBALAMCES REMAIN, ""UNTIL THERE IS5 AMOTHER CRISIS,
COORDINATION WILL CONTIWUE TO SLEEP'F,

6. ON THE POLITICAL SIDE, THE JAPANESE PRESS SEE THE SOVIET UNION
AS HAVING DOMINATED DISCUSSION. THEY WELCOME THE RECOGNITION IN THE
POLITICAL DECLARATION OF THE PRDGRESS MADE IN EAST/WEST RELATIDNS
SINCE VENICE. BUT JAPANESE COMMENTATORS NOTE THAT PRIME MINISTER
TAKESHITA WAS MORE CAUTIOUS THAN HIS COLLEAGUES IN GIVING GORBACHEV
CREDIT FOR CHANGING SOVIET FOREIGN POLICY. TAKESHITA'S

STATEMENT THAT PERESTROIKA HAS NOT YET MADE ITS INFLUENCE FELT IN
ASIA 15 WIDELY QUOTED. THE REFERENCE IN THE DECLARATION TO THE
SOVIET MILITARY BUILD=UP IN THE FAR EAST AS A MAJOR SOURCE OF
INSTABILITY IN ASIA 15 SEEN A5 REFLECTING THE CONCERNS OF THE
JAPANESE GOVERNMENT. THE JAPANESE PRESS REGARD IT A5 SIGNIFICANT
THAT TAKESHITA RAISED THE RETURN OF THE OCCUPIED NORTHERN TERRITORIES

i

THEY SEE THIS AS AN ATTEMPT TO STRENGTHEN JAPAN'S BARGAINING
POSITION WITH THE RUSSIANS BY RALLYING WESTERN SUPPORT FOR JAPAN'S
CLAIMS. SEVERAL PAPERS NOTE WITH APPROVAL THAT YOU RAISED THIS IS5UE
MITH THE RUSSIANS EARLIER THIS YEAR.
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RESTRICTED




RESTRICTED
17104
MOADAN 13

7. THE JAPANESE PRESS GAVE TAKESHITA A CREDITABLE PASS MARK FOR HIS
PERFORMANCE AT HIS FIRST SUMMIT. THERE I3 SOME IMPLICIY CRITICLSM OF
TAKESHITA FOR HMAVING FAILED TO SECURE THE INCLUSION IN THE

POLITICAL DECLARATION DF ANY SPECIFIC REFEREMNCE TO THE REGIDNAL
1SSUES OF SPECIAL CONCERN TO JAPAN (EG CamBODIA, THE PHILIPPINES

AND KOREA) EVEMN THOUGH THE SUMMIT PARTICIPANTS DECLARED THEIR SPECIAL
INTEREST IN THE COUNTRIES OF EASTERN EUROPE. FOR THE JAPANESE PRESS
THIS SHOWS THAT THE SUMMIT REMAINS ESSEMTIALLY A TRANS=ATLANTIC
FORUM AND THAT THERE IS STILL A LONG WAY TO GO BEFORE JAPAN LAN

PLAY A ROLE IN POLITICAL DISCUSSION AT THE SUMMIT COMPARABLE TO HER
CENTRAL POSITION IN THE PEBATE ABOUT ECONOMIC ISSUES.

FIELD

PISTRIBUTION

ADVANCE

LECONOMIC SUMMLT HP/ERD
MR CARRICK HO/PLANMNERS
MR N WICKS, NO 10 D.S.
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TORONTO ECONOMIC SUMMIT: FRENCH PRESS REACTIONS

SUMMARY
1. EXTENSIVE PRESS COVERAGE OF THE TORONTO ECONOMIC SUMMIT, WITH

PARTICULAR EMPHASIS PLACED OM AGRICULTURAL SUBSIDIES, DEBT AND EAST
WEST RELATIONS. REAGAN'S DEPATURE SEEN AS MARKING THE END OF AN ERA.

BETAIL
ECOMOMIC SUBJELTS
2. THERE HAS BEEN EXTENSIVE COVERAGE IN THE FREMCH PRESS IN THE LEAD
UP TG, DURING AND AFTER THE TORONTO ECONOMIC SUMMIT,. REPORTING HAS
BEEN LARGELY FACTUAL, WITH THE EMPHASIS OM ASRICULTURE AND DEBT.
WITH LITTLE DISSENSION TO FOCUS ON AT THE SUMMIT, THE PRESS
CONCENTRATED ON THE STRAINS OM AGRICULTURE, BOTH WITHIN THE
COMMUNITY AND BETWEEN THE COMMUNITY AND MORTH AMERICA. BUT THERE IS
SATISFACTION THAT THE COMMUNITY POSITIOM HELD AND THE OVERALL RESULT
I5 SEEN, FOR EXAMPLE BY LE MOWDE, A% A COMPROMISE BETWEEH THE TWO
CAMPS. THE COMMUNIQUE LANGUAGE ON DEBT FOR THE POOREST IS5 SEEN AS A
STEP FORWARD AND = INEVITABLY - A REFLECTION OF MITTERRAND'S IDEAS.

3. AMONG THE MORE THOUGHFUL PAPERS, TRIBUNE DE L'EXPANSION
HIGHLIGHTS THE DESATE ON AGRICULTURAL SUBSIDIES AND THIRD WORLD DEBT
AS THE KEY ISSUES OF THE SUMMIT. ON AGRICULTURE, THE EC'S POSITION IS
SEEN A5 REINFORCED IN THE COMMUNLQUE TEXT BY RECOGMNITION OF THE
DIVERSITY OF WNATIOMAL AGRICULTURAL CIRCUMSTAMNCES AMD THE WEED FOR A
GLOBAL APPROACH IN THE MONTREAL MTD: THE LATTER, SAYS TRIBUNE, WILL
PREVENT AGRICULTURE BEING SIMNGLED CUT FOR SPECIAL, POTEMTIALLY
DAMAGING, ATTENTION. LES ECHOS UNDERLINES THE DIFFICULTY OF THE
NEGOTIATIONS WHICH PRECEDED AGREEMENT OMN THE SUMMIT TEXT ON
AGRICULTURE, AND THE ROLE PLAYED BY DELORS IN PRESENTING THE EC'S
CASE AGAINKST THE U5 OPTION ZEROG. LE FIGARD POINTS TO DIFFERENCES
BETWEEN EC MEMEERS ON HOW 'ANTI-SUBSIDY' THE COMMUNIQUE LANGUAGE ON
AGRICULTURE SHOULD BE, THE UK HOLDING OUT FOR SOMETHING MUCH MEARER
THE US POSITION THAN THE FRENCH, AT THE OTHER EXTREME, COULD
CONTEMPLATE.

THE DEBT OF THE POOREST WAS EXTENSIVELY TREATED IN THE RUN UP TO
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ANE DURING THE SUMMIT, WITH ANALYSES OF THE POSITIONS OF THE MAILN
PARTICIPANTS. THE COMUNIGUE LANGUAGE ON BEBT FOR THE POOREST IS
WIGELY NOTED AND 13 REGARDED AS A WELCOME, IF EXPECTED, SUCCESS FOR
THE SUMMIT. INEVITABLY, IT IS SEEN A5 OWING MUCH TO MITTERRAND'S
PRE-SUMMIT INITIATIVE, AMD HIS DESCRIPTION OF IT AS THE SUMMIT'S
MOST INTERESTING ADVANCE, AND BEREGOVOY'S AS 'A MESSAGE OF HOFE® ,
ARE MWIDELY GUOTED.

FOLETICAL SUBJECTS
2. HERE TOD PRESS COVERAGE IS5, FOR THE MNOS5T, FACTUAL. LONG ARTICULES
[N THE LEADING PAPERS GIVE A FULL ACLOUNT OF THE POLITICAL
DECLARATIONS, EDITORIAL COMMENT CONCENTRATES ON EAST/WEST RELATIONS.
A LE MONDE ARTICLE EWNTITLED 'REDUCE MISTRUST' REFERS TO THE SUMMIT
"BRAWING UP AN ASSESSMEKNT OF THE MO5T IMPORTANT IMPROVEMENT INM
EAST/WEST RELATIONS EVER SEEN IN SUCH A SHORT PERIOD', HOWEVER, LE
MONDE ARGUES THAT GORBACHEW GOT A MIXED BAG OF BOUGUETS AND
ARICK=BATS FROM THE SEVEN OVER DISARMAMENT , AFGHAMISTAN AND EASTERMN
EURQPE. THE EDITORIAL ENDE WITH A REFERENCE TO CONVEMTIOMAL
DISARMAMENT NEGOTIATIONS: IT FEARS THAT THE WEST, PARTICULARLY THE
EUYROPEAN MEWMBERS OF THE ALLIARCE, WILL FAIL TO ADOPT A UNITED FRONT
M A SUBJECT WHICH IS5 "MORE WITAL FOR THEIR SECURITY THANM
EURO=MISSILESY .

1. SEVERAL PAPERS REFER TO GORBACHEY AS THE MISSING STAR OF THE
SUMMIT. LIBERATION SAYS THAT HE WAS SALUTED BY THE WESTERN LEADERS
AS "REAL REFORMER WITH WHOM LINKS SHOULD BE REINFORCED'. AN
EDITORIAL IN FIGARQ ECHOES THIS, POINTING DUT THAT THE SEVEM'S
REFEREMCE TO 'GREATER FREEDOM AND OPENNES' IN THE SOVIET UNION IS A
PAT ON THE BACK FOR GORBACHEV.

f. DTHER POLITICAL SUBJECTS RECEIVE SCANT TREATMENT., LIBERATION
CLAIMS THAT THE SEVEN WERE DIVIDED ON SOUTH AFRICA (PARTICULARLY ON
THE SHARPEVILLE SIX} AND ON CONDEMNING ISRAEL FOR ITS POLICY IN THE
OCCUFIED TERRITORIES. IT ALSO CLAIMS THAT THERE WAS DISAGREEMENT
ABOUT WHETHER TO MENTION THE KEY ROLE THAT SIHANOUK COULD PLAY IN A
CAMBODIAN SETTLEMENT. THE SEVEN'S DECLARATION ON TERRORISM RECEIVES
ALMOST NO COVERAGE.

8. MDST PAPERS NOTE THAT THIS WAS REAGAN'S LAST SUMMIT. LE MONDE 1IN
A COMMENT COLUMN ENTITLED 'END OF AN ERA' NOTES THAT AMERICAN
DOMINANCE OF TEE SUMMITS MAY FADE INTOD HIS DEPARTURE, AND THAT
TORONTO CCNFIRMEDP THE COMMUNITY AND JAPAN A5 TWD MEW POLES OF
ITHFLUENCE .
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Foreign and Commonwealth Office

London SWI1A 2AH

44 June 1588

i~

Thank you for wvour letter of ZZ Jupe enclosing the
text of the Prime Minister's statement to the House on tha
Toronto Economic Summit. The following points have been
suggested to me, but I have obwviously not had a chance to
congult the Fareign Secretary, whe has been at Cabkinet.

1} page B, second tiret: delete "better balance of
conventicnal forces at a lower lavel® and replace with
"reduction of the massive Soviet conventional threat in
Europe and Asia';

page B, irsert new last tiret; "- Encnuraqadthe countries
of Eastern Europe t6 open up thelr economies and societies":

page 3, insert after “terrorism and hijacking": "We
expressed support for practical work underway in the
International Civil Aviation Orgenisation to strengthen
international protection against hijacking":

page 9, insert after "both Houses of the Canadian Parliament":
“and had talks with the Canadian Prime Minister".

I gather that the first paragraph on page 7 on trade debt
is not guite right, but that the Treasury are preparing a
revision.

_Tha department have pointed out that you have made no
mention of the Chairman's statements on the Middle East,
Southern Africa and Cambodia. I assume that this i3 intentional.

\&"""‘ml
T, e

(A C Galaworthy)
Private Secretary

. D Powell Esg
10 Downing Street

CONFIDENTIAL
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10 DOWNING STREET
LONDON SWIA 244

THE PRIME MINISTER 231 June 1988

()

May I thank you most warmly for inviting me to wvisit
Ottawa following the Toronto Economic Summit, and for the
very kind and generous welcome extended to me during that
visit. Tt was a particular honour to be invited to address
the Canadian Parliament for a second time and I am of course
writing to thank the Bpeakers of the House and Senate. Fram
some of the subseguent comment,; I conclude that at the least

my speech was not dulll

I very much enjoyed our talk over lunch at your house
and will reflect on the points which you made. You kindly
said that yon would let me know as soon &8 there were any

developments on the matter of the submarines.

May I also take the opportunity to congratulate you most
warmly on the success of the Toronto Economic Summit. I
should be very grateful if vyou would pass on my gratitude and

appreciation to all those responeible for the practical

arrangemants which were outstandingly good.

And finally: thank you so much for the beautiful and
elegant Inuit carvings which I am delighted to have.

The Right Honourable Brian Mulroney, M.P.




10 DOWNING STREET
LONDON SWIA ZAA

23 June 1988

From the Private Secrefary

PRIME MINISTER'S VISIT TO CANADA

the Prime Minister's thank-you

letter to Mr. Mulroney for her recent wisit
Lo Canada. I should be grateful if the text
could be telegraphed to the High Commission
in Ottawa for delivery today.

I enclose

{CHARLES FOWELL |

Lyn Parker, Esg..
Foreign and Commonwealth Office.




Fareign and Commonwealth Office

London SWIA 2ZAH

23 June= L98B

N Wicks Esg CBE
10 Downing Streel’
o
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SUMMIT SUPPLEMENTARIES

l. As promised, I enclose a full set of supplementaries faor
the Prime Minister's statement on ths Summit this afternoon.
A copy also goas to our Parliamentary Relations Unit who
will additionally be sending it over to No 10 in the usual
way.

T e

@

T L Richardson
Economic Relations Department

NICADE




1. GEMNERAL

- Highly succeasful Summit,

- Confidence justified, But Summit leaders were not complacent
about the world economy. More to be done but we are on the

right course.

- Would single out agreements on debt, drugs and terrorism as

particular achievements at Toronto,

2. FOREIGN POLICY 1ISSUES

{Ah) East-West Relations

Purpose of another statement on EABt-West?

Common interpretation of developments in East=West relations a

crucial challenge for West. Economic summits a unigque forum for
shared views and policies going beyond both EC and NATO: glad to
sag daclaration supported much of our own stress on realism as

basis of policy, while welcoming changes in the Soviet Union,

Declaration underestimates progress in East-wWest relaticns/depth

of change in Soviet QHiEE?

Statement gives balanced over-view of Bast-West relations,
Welcomes Iimpressive progress so far (Afghanistan, INP). Product
of resolution and unity of West, Right also toc highlight
remalning problems (cooventional imbalance, Soviet military
build-up in Far East, human rights). Must not lower guard or
make unwarranted concessions,

(B) Terrorism

what is work underway in ICAQ (Internatial Civil Aviation

porganisation?

Includes measures Eo investigate future hijackings, to offer




agssistance to countries dealing with hijackings, and ko
strengthen security guidelines, As the statement makes clear, a
fourth proposal to endorse the principle that hijacked aircraft
should not be allowed to take off onece they have landed, except
in specific circumstances, has been adopted by the ICAD Council,

What are Montreal and Rome agreemenhts?

The Montreal Protocol for the Suppression of Unlawful Acts of
Violence at Alrports Serving Intermatlonal Ciwvil Aviation
extends the provisions of the Montreal Convention (which makes
an offence of activities likely to endanger the safety of an
aircraft in service to international airports). Rome agreament
is the IMO Convention on the Suppression of Unlawful Acts

against the Safety of Maritime Navigation.

Statement hypocritical in light of French deals involving

hostages?

Franch Government assure us they have paid no ransom ko hostage
takers and release of thelir hostages will not change policy
towards the area, Summit statement expresses position of all

saven countries,

Gtatement meaningless - Kuwaiti mirline hijackers still free?

Deplore the fact that hijackers and murderers in this incident
went free. That 1s why our initiative in ICAD, which was
endorsed by Bummit Seven, included steps to encourage counktries
not party to the Hagua Convention to become so (which obliges
them to prosecute or extradite hijackers) and to seek to keep
hi jacked aircraft on the ground once landed sc that there is a

better chance of apprehending the hijackers.

[C) Brab-Tasraol

Point of Arab-Israel statemant?

Reaffirmation of international concern at Arab-Israsl dispute.




Focus on best way forward - international conference; support

for continuing US effort.

(b)) Iran-Irag

Point of Iran-Irag statement?

Reiterated commitment to sseking settlement based on Security
Council resolution 538 and to any necessary follow-up resclution
to secure implementation, Expressed appreciation of Secretary
Ganeral's afforts. Renewad commitment to upholding principle of

freedom of navigation in Gulf.

Chemical Weapons?

condemned use of chemical weapons in Iran=Irag conflict.,
Foreign Secretary mada specific proposals in his speech to UN
Special Session on Disarmament to bolster authority of 1925
Geneva Protocol and facilitate automatic international response

to alleged CW use.

Ballistic missila proliferation in the Middle=East?

Deplored proliferation of ballistic missiles in region.
Proliferation a serious threat to regional and world security,
We welcome internationally agreed measures to curb spread of

these misailes,

Integration of UK/Belgian/Netherlands Minesweeping forces in the

GulE?
- Aware of press reports about developing cooperation of
UK/Belgian/Netherlands mineswesping forces, Discussions have

been taking place between naval experts.

- [If integration has been approved]: an announcement will be

made shortly.

= |If no decision has been made] RBemsins under consideration.




[E) Bouth Africa

Will you make further appeal for Sharpeville 5ix?

Legal process not yeb exhausted. Bo premature to make Further
bilateral represantations. Our appeals for ¢lemency stand;

Maturally hope they will be heeded,

Presgure for sanctlons?

Remain firmly opposed to sanctions. Would not help end
apartheid.

Angola/Namibia/cairo talks?

Strongly support negotiations. Hope all involved will show
nacessary flexibility to bring peace to Angola and independence

to Namibia.

[F) Cambodia

Point of statement?

Summit Leaders, who had received a message before the Summit
from Prince Sihanouk, agreed on the naed to ses the withdrawal
of all foreign troopa and a negotiated settlement in Cambodia,

3. WORLD BCOHOMY

How good has performance of world economy actually been?

- Growth of real GDP in major countries has averaged over 3 per
cent a year for past 6 years. Longest pariod of esconomic

eXpanslion since the wWar.




= Inflation in major counktries sveraged over 10 per cent at

start of 19802, Current rate is 3 per cent.

Unemployment remains high?

= Conslderable falls in unemployvment since 1980-82 recession.
Particularly in U5 and UK - the countries which have done most

to deregulate their sconomies.
~ Way to reduce unemployment further 13 not Ehrough so-called

expansionary macroeconomic policies, but through market-oriented

microeconomic reform to improve overall economic performance.

Growth now too fast. Risk of renewed inflation?

= There has been no pick up in consumer price inflation; average

rate i1n major seven unchanged, at 3 per cent, for ovar a year.

- Summit countries agreed on need to remain wvigilant against
rasurgence of inflation. Will pursue policies to maintain

downward pressure on inflation.

Was yesterday's 4% rise in interest rates coordinated with the

Bundeshbank at the Summit?

- No.

Implications of rise in commodity prices?

- Reflects recent strong growth in world economy, but also

special factors, eg drought in parts of US.

= Ogne reascn for keeping a watchful eye an inflation.

~ But must not exaggerate risk of acceleration in consumer
pricaes: largest increases have been in industrial materials
prices which are only small part of total costs; oil prices have
not increased; domestic (mainly labour) costs have not




accalarated; rise in commodity prices has been from

axceptionally low levels,

Trade imbalances

- Trade deficit pf US and surpluses of Japan and Germany now
falling, particularly as a proportion of GNP. Further

significant reductions in prospectk.

Ho New Agreements on Internaticonal Policy Cooperation?

= Procedures for cooperation between G7 working well, as
developments since Octobar stockmarket collapse demonstrate.

- Summit endorsed policies of G7 to stabilise axchange rates.
- Japan and Germany pledged to sustaln momentum of domestie
demand growth to reduce their current surpluses: US to raduce

growth of domestic demand relativa to output,

STRUCTURAL ADJUSTMENT

Why such emphasis on structural reforms?

- Undertook in communique to pursue further structural reform.

— Reforms to deregulate markets and allow market forces to
oparate more freely are the key to sustainable growth.

- Improvement in UK's esconomlc performance in 19808 owes much to
Government's policies of deregulation, privatisation, tax reform

and reductiocn etc.

Surely microeconomic reform is a domestic issua?

- Market-orientad policies must include open trading system.
Vital to maintaining competitive stimalus for industry, wide

choice for consumers and profitable opportunities for exporters.




- Bcope for further structural reforfm in all Summit countries.

Useful to sxchange experisnces.

- BEructural reforms can conbtribute to reducing current account
imbalances, eg by stimulating domestic demand and import growth
in Japan and Germany.

What should Japan do?

- Undertook (in communlgue apnex) to pursue further structural

reform.

- In particular, should:

- continue its market opening policies.

= reduce protection of agriculture and relax controls on land

usa in ordar to free more land for residential constructicn.

What should Germany do?

- Communique {(Annex) gave details of various elements of
Germany's structural reform.

should include:

- reduction in subsidies to declining industries;

- more sxtensive deregulation of service indusktries. (In
other countries these have been major sources of employment

growkth) .

5. NEWLY INDUSTRIALISING COUNTRIES

- A I have said, we urged these countries to accept more
obligations in the GATT. We also encouraged the development of
an informal; cooperative dialogue with them, recognising that

their economies differ in many important respects.




G. TRADE AND AGRICULTURE

— Summit has given real boost to GATT nagotiaticns, Leaders
gave firm commitment to resist protectionism and to tackle the

garious problems affecting world agriculture.

= They also reaffirmed the Punta del Este agreement to allow
where appropriate for early results in the negotiations and they
gspecifically recognised that the Mid Term Meeting of GATT in
Montreal 1n December could take concrete decisions if any issues

ware ripe for this.

what is new?

- What we now have is firm commitment to reform of agriculture -
both long and short term, in a framework approach directed
towards the reduction of all forms of subgidies; and clear
instructions to the negotiators in Geneva to get on with it.

- We also have recognition of the value to the negotiatiors of
an cbjmctive measurement of the amount of support and protection

each country or group of countries gives ita farmera. The

OECD's work in this area will be a very useful basis.

- We also agreed, in very clear language, that GATT disciplines
miust be improved and the organisation strengthened - something I
congider wvery important,

Why no commitment to the complete elimination of all

agricultural support?

- Unrealistic. We need to move negotiatione forward and aim for
4 progressive reduction of support. HNo polint arguing about
where we will end up.

Eurapean Council decision

- I beliave other countries now recognise that we took some vary

difficult decisions in Brussels, The Toronto communigue




acknowledgas the "recent mignificant policy reform efforts
undertaken by a number of parties". Much more to do but we have

made a good stark,

Levels of US/BEC support and protection

- OECD has measured different countries’'; or'group of countries’

support up to 1986,

- Alarming increasea in the figures. Europs high but Japan

higher and U8 catching up.

- Competitive subsidies will bankrupt us all.

Muat not destroy farming community

- Question 15 way we halp them. Should not do so through
prices, which benefits biggest farmers, but through specific

mealls ,

- Agriculture cannct be only major sector of production divorced

from market realities.

- But we all recognised the importance of family farming and the

rural sconomy, and said so in our communigue,
DEBT

Pooreat countries’ debt?

-~ Welcome Summit consensus on options for providing debt ralief
to poorest countries undertaking adjustment programmes.
Culmination of more than a year's efforts since my right
honourable Friend Chancellor of the Excheguer launched the UK

initiative at the IMF Interim Committee in Washington.




5id laoans?

- UK has already prowvided El billion apecial debt relief for
poorest countrieés - primarily conversion of aid loans into
grants including almost E300 million for 15 sub-Saharan African

countriss,
{Defensive)

More relief for poorest debtors?

- Summit agreement allows creditors to choose options for
providing relief, If all chose to reduce interest rates by 3
per centage points, this would provide relief of §500 million a
year - a very valuable contribution. Poorest debtors can also
beneflt from IMF' = new Enhanced Structural Adjustment Facility
and from World Bank's lending on favourable terms.

UsS contribution too small?

- Summit agreamant provides for comparability between different
creditors,. Paris Club to work out details by end-198E8 at the
very latest.

Whieh debtors includad?

- World Bank considers threes criteria in its Special Assistance
Programme for Africa - poverty, debt burden and countries'
readiness to undertake adjustment programmes. These seem to us
the appropriate kind of criteria to use,

UK choice of option?

- My right honourable Friend the Chancellor of the Excheguer has
made 1t clear that he believes a reduction in interast rates
offers the most appropriate form of relief. It helps to pravent
debt problems compounding.




Cogt to the UK

= Depends on how many counkries gualify and the rate at which
their debts £all to be reachedulsad,

Middle-incomse debtors?

- Mot included in debt relief agreement. Stick to case by cage

approach. Debt owed largely to commercial banks. Therefore a

matter tor debtors and banks .,

B. DRUGS

what specific action is HMG taking to improve internmational

cooparation?

= Consliderable activity on smeveral fronts.

- Britain is establishing a network of agreements for mutual
asgsistance in confiscating the proceeds of drug trafficking and
curbing the laundering of drug money, using the powers created
by our Drug Trafficking Offences Act. A UK/USA Agreement was
signed in February. I signed an agreement with Canada
vesterday. HNegotiations are wall advanced with many other

countrias.

- We are active participants in the UN Convention onm illicit

druog trafficking,

- We are a major contributor to the UN fund for drug abuse
control, and have also contributed EQ.8 million to law
enforcement and rural development programmes in variocus

countries.

What will be the principal areas of activity of the special task

torce?

- We do not vek know, but want it to consider some of the

tollowing areas;




Improvement of intelligance sharing;

Coordination of training assistance programmes;

Support for multilateral anti-drug organisations;

Concluding bilateral agreements to provide for the ktracing,
freezing, semizure and forfeiture of drugs-related assets and
proceads; and

Greater cooperation in combatting money laundering,.

2. ENVIRONMENT

(&) Brundtland Report

- Gave warm welcome to Report when it was launched in London in
April 1987,

= Support Report’'s central theme of sustainable development.
Summit eéndorsed it,

{B}) Acid Rain

Welcome Summit's call for priority attention to be given to this
issue.

10. SCIENCE

(A) Human Frontier Science Programme

What i{s the Human Frontier Science Programme (HFSP)?

- The HFSP aims to promote basic research on biological
functions, through international cooperation. It is likely to
concentrate on a) brain functions and b) biolegical functions on
the molecular level. The Venice Economic Summit (June 1987)

welcomed this Japanese initiative,




What will be the UK's role in the HFSP?

- For the Japanese Government to make formal proposals to other
Summit countries in the first instance, UK regards the
programme as an interesting, and potentially important,
initiative by Japan, and will give any Japanese proposals

gerious consideration,

(B) Bigethics

What is the background to the Economic Summit's involvement in

Binethicsa?

- Raised at the Williamsburg Summit in 1983, by the then Prime
Minister of Japan, Mr Nakasone {(the need for Governments and
sthers to gain a better understanding of the scientific, social
and ethical issues raised by advances in the life sciences).

annual conferences of scientiats and other aexperts since 1984,

When will the UK host a Bioethics Conferencae?

The EC has offered to hoat the next 'Bioethics' conference in

the Spring of 1989. The gquestion of any subsequent meeting will
be decided then.




10 DOWNING STREET

From rtha Principal Private Secretary 23 June 1988

[ attach copies of the major representations
received by the Government of Canada on
the Toronto Summit. Please could you deal
with these as you believe appropriate.

T. L. Richardson, Esag.,
Foreign and Commonwealth Office.
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1. PLEASE PASS FOLLOWING (REVISED) MESSAGE FROM PRIME MINISTER TO
ERIAN MULROMEY AS S500M AS POESEELE. THIS TELEGRAM SUPERCEDES
PREVIOUS TELEGRAM.

BEGLINS

DEAR BRIAN,

MAY I THANK YOU MOST WARMLY FOR INVITING ME TO VISIT OTTAWA
FOLLOWING THE TORONTD ECONOMIC SUMMIT, AND FOR THE VERY KIND AND
GEMEROUS WELCOME EXTENDED TO ME DURING THAT WISIT. IT WAS A
PARTICULAR HONOUR TO BE INVITED TO ADDRESS THE CANADIAN
FARLIAMENT FOR A SECOND TIME AND I AM OF COURSE WRITING TO THANK
THE SPEAKERS OF THE HOUSE AND SEMNATE. FROM S0OME OF THE
SUBSEQUENT COMMENT, I COMCLUDE THAT AT THE LEAST MY SPEECH WAS
MOT DULL (EXCLAMATION).

I VERY MUCH EMJOYED OUR TALK OVER LUNCH AT YOUR HOUSE AND
WILL REFLECT OMW THE FOINTS WHICH YOU MABE. YOU KINDLY SAID THAT
O WOULD LET ME KNOW AS 500N AS THERE WERE ANY DEVELOFPMENTS ON
THE MATTER OF THE SUBMARINES.

MAY I ALSO TAKE THE OPPORTUNITY 7O CONGRATULATE ¥YOU MOST
WARMLY ON THE SUCCESS OF THE TORONTO ECONMOMEIC SUMMIT. I SHOULD
HE VERY GRATEFUL IF YOU WOULDR PASS ON MY GRATILTUDE AND
APPRECIATION TO ALL THOSE RESPONSIBLE FOR THE PRACTICAL
ARRANGEMENTS WHICH WERE OUTSTANDINGLY &O0O0D.

AND FIMALLY: THANK YOU S0 MUCH FOR, L THE BEAUTIFUL AMD
ELEGANT INUIT CARVINGS AND THE MARVELLOUS PICTURE OF THE
CANADIAN FOREST SCENE WHICH I AM BRELIGHTED TO HAVE.

WARM REGARDS TO YOU AMD MILA, YOURS EVER, MARGARET
ENDS
2 SIGNED ORIGINAL FOLLOWS BY BAG.
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10 DOWNING STREET

LMD SWIA ZAA

From ihe Privaie Sgcrgm_.-_, 22 June 1988

i, T R

TORONTO ECONOMIC SUMMIT:
oTATEMENT TO THE HOUSE

1 enclose the text of the Prime Minister's
statement to the House on the Toronto Economic
oummit. 1 should be grateful for any comments
or amendments by 1200 on 23 June.

I am copying this letter and enclosure
to Alex Allan (HM Treasury).

8 o

(C. D, POWELL)

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

RESTRICTED
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SOMMET-TORONTO- SUMMIT o

TOROHTO ECONOMIC SUMMIT

Economic Declaration

1. Wa, the Heads of S5tate or Government of saven major
industrial naticns and the President of the Commission of the Eurcpean
Communities, hava met in Toronto for the fourteenth annual Economic
Summit. We have drawn lessons from the past and loocked ahead to the
futurea,

> Over the past fourteen years, the world economy and econcmic
policy have undergone profound changes. In particular, the
infarmation-technology revolution and the globalization of markets
have increasad aconomic interdependence, making it essential that
sovernments consider fully the international dimensions of their

delibsrations.

3. We observed a sharp contrast between the 1970s and 1980s.
The former was a decade of high and rising inflation, declining
productivity growth, policies dominated by short-tarm congidaerations,
and freguently inadequate internmational pelicy cooperation. In the
1980s inflation has been brought under control, laying the basis for
sustained strong growth and improved productiwvity. The result has
been the longest period of economic growth in post-war history.
However, the 1980s have seen the emergence of large external
imbalances in the major industrial economies, greater exchange rate
volatility, and debt-servicing difficulties in a number of developing
countries. ©Our response to these developments has been an increased
conmitment to international cooperation, resulting in the intensified
process of policy coordination adopted at the 1%86 Tokyo Summit and
further strengthened at the Venice Summit and in the Group of Seven,

4, Summits have proven an effective forum to address the issues
facing the world economy, promote new ideas and develop a common sense
of purpose. Especially in the 1980s they have helped bring about an
increasing recognition that the eradication of inflation and of
inflatisnary expectations is fundamental to sustained growth and Job
creation. That recognition has been underpinned by a shift from
short-term considarations to a medium-term framework for the
development and implementation of economic policies, and a commitment
to improve efficiency and adaptability through greater reliance on
competitive forces and structural reform. Over this period we have
also singlad out for concerted attention a number of other issues of
decigive importance: the overriding need to resist protectionism and
strengthen the open, multilateral trading system; to maintain and
strengthen an effective stratagy to address the challenge of
development and alleviate the burden of debt: and to deal with the
serious nature of the world agricultural problem.




- Since we last met, our economies have kept up the momentum of
growth. Emplovment has continued to expand generally, inflation has
bean restrained, and progress has been made toward the correction of
major external imbalances. These encouraging developments are cause
Eor optimlsm, but not for complacency. To sustain non-inflationary
growth will reguire a commitment to enhanced cooperation. Thiz 1s the
key to credibility and confidancea.

INTERNATIONAL ECONOMIC POLICY COOPERATION

Macroeconomic Policies and Exchange Rates

6. The Tokyo and Venice Summits have developed and strengthened
the process of coordination of our economic policies. Developpments in
the wake of the financial strains last Octcber demonstrate the
effectiveness and resilience of the arrangements that have emerged.
The policies, the short-term prospects; and the medium-term objectives
and projections of gur economies are being discussed regularly in the
Group of Seven. The policies and performance are assessed on the
bagis of eaconomic indicators. We welcome the progress made in
refining the analytical use of indicators, as well as the addition to
the existing indicators of a commodity-price indicator., The progress
in coordination is contributing to the process of further improving
the functioning of the international monetary system.

T Fiscal, monetary and structural policies have been undertaken
ta foster the adjustment to more sustainable economic and financial
pogitions in the context of non-inflationary growth. Efforts in those
directions, including continued reduction of budgetary deficits, will
continue, We need to maintain vigilance against any resurgence of
inflation. We reaffirm our determination te follow and, wherever
feasible, strengthen our agreed strategy of coordinated efforts to
reduce the growth of spending in countries with large external
deficits and to sustain the momentum of domestic demand in those with
larga external surpluses. The reduction of large external imbalances,
howaver, will require not only our cooperative efforts, but also those
of smaller economias, including newly industrializing economies;, with
large external surpluseas.

B. The exchange rate changes in the past three years, aespecially
the depreciation of the U.S. dollar against the Japanese yen and the
major European currencles, have played a major role in the adjustment
of real trade balances. We aendorse the Group of Seven's conclusion
that either excessive fluctuation of exchange rates, a further decline
of the dollar, or a rise in the dollar to an extent that becomes
destabilizing to the adjustment process, could be counterproductive by
damaging growth prospects 1n the world economy.




Structural Raforms

9. International cooperation involves more than coordination of
macroeconomic policies. Structural reforms complement macroeconomic
policies, enhance their effectiveness, and provide the basis for more
robuskt growth. We shall collectively review QuUr progress on
structural reforms and shall strive to integrate structural policies
into ocur eccnomic coordination process.

Lo, We will ceontinue to pursue structural reforms by removing
barriers, unnecessary controls and regulations; increasing
competition, while mitigating adverse effects on social groups or
regions; removing disincentives to work, save, and invest, such as
through tax reform; and by improving education and training. The
specific priorities that each of us has identified are outlined in the
atktached Annex on Structural Reforms.

itk Ak We welcome the further development of the OGECD's sBurveill lance
of structural reforma. BSuch surveillance would be particularly useful
in improving public understanding of the reforms by revealing their

impact on government budgets, consumer prices, and international trade.

12, One of the major structural problems in both developed and
developing countries is in the field of agricultural policies. It is
egsential that recent significant policy reform efforts undertaken by

a number of parties be continued through further positive action by
all Summit participants. More market=-oriented agricultural policies
should assist in the achievement of important objectives such as
preserving rural areas and family farming, raising guality standards
and protecting the environment. We welcome the DECD's increased
emphaslis on structural adjustment and development in the rural economy.

13 Financial and technological innovations are rapidly
integrating financial markets internationally, contributing to a
batter allocation of capital but also increasing the speed and extent
to which disturbances in one country may be transmitted to other
countries. We will continue to cooperate with other countries in the
examination of the functioning of the glcbal financial system,
including securities markets.

MULTILATERAL TRADING SYSTEM/URUGUAY ROUND

14. A successiul Uruguay Bound will assure the integrity of an
open, predictable multilateral trading system based on clear rules and
will lead to trade expansion and enhanced economic growth., At Punta
del Este, Ministers committed themselves to further trade
liberalization across the wide range of goods and services, including
such new areas as trade-related intellectual property and
trade-related investment measures, to strengthen the multilateral
trading system, and to allow for early agreement wharas appropriate.
Countries must continue to resist protecticnism and the temptation to




adopt unilateral measures outside the framework of GATT rules and to
allow for early agreements where appropriatsa. In arder to preserva a
favourable negotiating climate, the participants should
conscienticusly implement the commitments ko standatill and rollback
that they have taken at Punta del Este and subsequent international
meetings.

15. wWe strongly welcome the Free Trade Agreemant between Canada
and the USA, and the steady progress towards the target of the
European Community to complete the internal market by 1992, It 1s our
policy that these developments, together with other moves towards
regional cooperation in which our countries are invelved., should
support the open, multilateral trading system and catalyze the
libperalizing impact of the Uruguay Round.

16, We attach major importance to atrengthening the GATT itself.
It is vital that the GATT become a more dynamic and effective
organization, particularly in regard to the surveillance of trade
policies and dispute settlement procedures, with greater Ministerial
involvement, and strengthened linkages with other international
organizations. GATT disciplines must be improved so that members
accept their obligations and ensure that disputes are resolved
gspeedily, effectively and eguitably.

r O i Trade plays a key role in development. We encourage the

developing countries, especially the newly industrializing economies,
to undertake increased commitments and obligations and a greater role
in the GATT, commensurate with their importance in international trade
and in the international adjustment process, a= well as with their
reapective stages of development. Egually, developed countries should
continue to strive to ensure more open markets for the exports of
developing countrias.

18, In agriculture, continued political impetus is essential to
underpin the politically difficult efforts at domestic policy reform
and to advance the equally difficult and related process of
agricultural trade reform, Although significant progress was made in
1987 in the Uruguay Round negotiations, with the tabling of major
proposals, it is necessary to ensure that the Mid-Term Review in
Montreal in December, 1988 adds impetus to the negotiations in this as
in other fields. We support efforts to adeopt a framework approach,
including short as well as long-term elements which will promote the
reform process as launched last year and relieve current strains in
agricultural markets. This would be facilitated by a device for the
measurement of support and protection. Also, ways should be developed
to take account of food security and social concerns. To move the
iggue forward, and noting among other things the diversity of our
agricultural situations, our negotiators in Geneva must develop a
framework approach which includes short-term options in line with
long-term goals concerning the reduction of all direct and indirect
subsidies and other measures affecting directly or indirectly
agricultural trade. The ocbjective of the framework approach would be
to maks the agricultural sector more responsive to market signals.




19, As the Uruguay Round enters a more difficult phase, 1t is
vital to ensure the momentum of these ambitious negotiations. The
Mid-Term Review will provide a unigue opportunity to send a credible
political signal to the trading world. The greatest possible advance
must be made in all areas of the negotiations, including, where
appropriate, declsions, so as to reach before the &#nd of the year the
stage where tangible progress can be registered. To this end; we
support efforts to adopt a framework approach on all issues in the
negotiationa, 1.e. reform of the GATT system and rules, market access,
agriculture and new issues (such as trade in services, trade-related
intellectual property rights, and trade-related investment measures).
For our part, we are committed to ensure that the Mid-Term Review
establigshes a solid base for the full and complete success of the
negotiations, in accordance with the Punta del Este Declaration.

20. We all recognize the critical and expanding role of
international investment in the world economy and share a deep concern
that increased protectionism would undermine the benefits of ocpen
investmant policies. We rasolve to prograssively libharaliza
international investment policies and urge other countries to do

likewise.

MEWLY INDUSTRIALIZING ECONOMIES

21. Certain newly=-industrializing aconomies (NIEs) in thes
Asia-Pacific region have become increasingly important in world

trade. Although these economies differ in many important respects,
they are all characterized by dynamic, export-led growth which has
allowed them to treble their gshare of world trade since 1960. Other
outward-oriented Asian countries are also beginning to emerge as
rapidly-growing exporters of manufactures. With increased economic
importance come greater international responsibilities and a strong
mutual interest in improved constructive dialogue and cooperative
efforts in the near term between the industrialized countries and the
Azsian MIEs;, as well as the other oukward-oriented countries in the
region. The dialogue and cooperative efforts could centre on such
policy areas as macroeconomic, currency; atructural and trade to
achieve the international adjustment necessary for sustained, balanced
growth of the world economy. We encourage the development of informal
processes which would facilitate multilateral discussions of issues of
mutual concern and foster the necessary copperation.




CEVELOPING COUNTRIES AND DEZT

Ll The performance of developing countries is increasingly
ipportant to the world econcmy. Central t£o the prospects of tha
developing countries are a healthy glcbal economic environment and an
open trading system, adequate financial flows and, most important,
their commitment to appropriate economic reform. The problems of many
heavily-indebted developing countries are a cause of aconomic and
political concern and can be a threat to political stability in
developing countries. Several countries find themselves ino that
gituation in wvarious regions of the world: Latin America, Africa and
the Pacific, particularly the Philippines, and that merits our special
attention.

Middle-Income Countries

23, A nueber of highly-indebted middle-income countries continue
to have difficulties sarvicing thelr external debt and generating the
investment necessary for sustainable growth. The market-oriented,
growth—-led strategy based on the case-by-case approach remains the
only viable approach for overcoming their external debt problems.

24, We are encouraged that many indebted countries have bagun the
difficult process of macroeconomic adjustment and structural reform
necessary for sustained progress, encouraging the return of flight
capital and new investment flows. The success of these afforts is
esgential for improving the economic performance and strengthening the
creditwarthiness af these countries,

23. Dificial financing has played a central role in the debt
strategy through the Paris Club (US $73 billion of principal and
interest have bean consolidated since 1983) and the flexible policies
of export credit agencies., The international financial institutions
will continue to have a piveotal role. We endorse the recent
initiatives taken by the International Monetary Fund to strengthen its
capacity to support medium-term programs of macroeconomic adjustment
and structural reform and to provide greater protection for adjustment
programs from unforeseen external developments. We strongly support
the full implementation of the World Bank's US $£75 billion General
Capital Increase to strengthen its capacity to promote adjustment in
middle-income countries, We also support greatar awareness by
international financial institutions of the environmental impact of
their development programs.

26, Commercial banks have played an important role in supporting
debtor countries' reform efforts through an expanded menu of financing
options which has facilitated the channelling of commercial bank
lending into productive uses. Their continued involvement is
indispensable to the debt strategy. In this regard, the World Bank
and IMF can play an important catalytic role in mobilizing additicnal
finaneing from private (and official) sources in support of debtor
countries' adjustment programs.




27. Wa note that in recent yeare there has besn Increasing
recourse to innoavative financing technlgues. The important
characteristics of these technigues are that they are voluntary,
market-oriented, and applied on a cage-by-case bagis. The “menu
approach” has engendered new financial flows and, in some cases,
readuced the existing stock of debt. The flaxibility of the prasent
strategy would be enhanced by tha further broadening of the menu
approach and the encouragement of innovative financing technigues to
improve the quality of new lending, but particular initiatives would
have to be carefully considered.

28. International direct investment plays an important role in
spurring economic growth and structural adjustment in developing
countries, Thus it contributes to alleviating debt problems.
Daveloping countries should welcome and encourage such investment by
creating a favourable investment climate,

Debt of the Poorast

29, An increase in concessional resource flows is necessary to
help the poorest developing countries resume sustained growth.
especially in cases where it is extremely difficult for them to
gervice their debts. Since Venice, progress in dealing with the debt
burden of these countries has been encouraging. Paris Club creditors
ara rescheduling debt at extended grace and repayment periocds. In
addition, the recent enhancement of the IMF's Structural Adjustment
Facility; the World Bank and Official Development Assistance (ODA]
agencies’' enhanced program of co-financing; and the fifth
replenishment of the African Development Fund will mobilize a total of
more than US $18 billion in favour of the poorest and most indebted
countries undertaking adjustment efforts over the period 1988/90. Out
of this total, US $15 billion will be channelled to sub-S5aharan
African countries.

30. We welcome proposals made by several of us to ease further
tha debt service burdens of the poorest countries that are undertaking
internationally-approved adjustment programs. We have achieved
consensus on rescheduling gificial debt of these countries within a
framework of comparability that allows official creditors to choose
among concessional interest rates usually on shorter maturities,
longer repayment periods at commercial rates, partial write-offs of
daebt service obligations during the consolidation period, or a
combination of these options. This approach allows official creditors
to choose optiong consistent with their legal or budgetary
constraints, The Paris Club has been urged to work out necessary
technicalities to ensure comparability by the end of this year at the
vary latest. This approach will provide benefits over and above thea
impressive multilateral agreements to help the poorest countries. over
the past year. We also welcome the action taken by a number of
creditor governments to write-off or otherwise remove the burden of
ODA loans, and also urge countries to maintain a high grant element in
their future assistance to the poorest,




ENVIRONEMENT

= [ 5 We agree that the protection and enhancement of the
environment 1s essential. The report ©f the World Commission on
Environment and Development haeg stressed that esnvironmental
considerations must be integrated into all areas of econcmic
policy-making 1f the globe is to continue to support humankind., We
endorse the concept of sustainable development.

az, Threats to the environment recognize nc boundaries. Their
urgent nature requires strengthened international cooperation among
all countries. BSignificant progress has been achieved in a number of
environmental areas. The Montreal Protocol on Substances that Deplete
the Ozone Layer is a milestone. All countries are encouraged to sign
and ratify 1t.

335 Further action is needed. Global climate change, air, sea
and fresh water pollution, acid rain, hazardous substances,
deforestation, and endangered species reqguire priority attention. It
is, therefore, timaly that negotiations on a protococl on emissions of
nitrogen oxides within the framework of the Geneva Convention on
Long-range Transboundary Alr Pollution be pursuesd snergetically. The
gfforts of the United Nations Environment Program (UNEP) for an
agresment an the transfrontier shipment of hazardous wastes should
also be encouraged as well as the establishment of an

inter—gﬂuernmental panel on glebal climata change under the auspices
of UNEP and the World Meteorological Organization (WMO). We also
recognize the potential impact of agriculture on the environment,
whether negative through over-intensive use of resources or positive
in preventing desertification. We welcome the Conference on the
Changing Atmosphere to be held in Toronto next week.

FUTURE SUMMITS

324, Wa, the Heads of S5tate or Government, and the represantatives
af the European Community, believe that the Economic Summits have
strengthened the ties of solidarity, both political and economic, that
exist between our countries and that thereby they have helped to
sustalin the values of democracy that underlie our economic and
political systems., Our annual meetings have provided the principal
opportunity each year for the governments of the major industrialized
countries to reflect, 1n an informal and flexible manner, upon their
common responsibility for the progress of the world economy and to
resolve how that responsibility should have practical manifestation in
the years ahead. We balieve that the mutual understanding engendered
in our meetings has benefitted both our own countries and thae wider
world community. We believe, too, that the opportunities afforded by
our meetings are becoming even more valuable in today's world of
increasing interdependance and increasing technological change. We
have therafore agreed to institute a further cycle of Summits by
accepting the invitation of the President of the French Republic to
meat in France, July 14-16, 1989.
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. OTHER ISSUES

HUMAN FRONTIER SCIENCE PROGRAM

b 3 We note the successiul conclusion of Japan's feasibility study
on the Human Frontier Science Program and are grateful for the
opportunities our scientists were gilven to contribute to the
study. We look [orward to the Japanese Governmenk's proposal
for the implementation of the program inm the near [uture.

BIQETHICS

i We note that, as part of the continuing review of the athical
implications of developments in the life sciences, the Italian
Gavernment hosted the fifth conference on bigethics in April
1988, and we welcome the intention of the European Communities
ko host the sixth conference in the spring of 128%.




ANNEX ON STRUCTURAL REFORMS

Europe is pursuing structural reforms to complement

macroeconomic policies in order to spur job creation, enhance
growth potential, and achieve a sustainable pattern of external
balances,. Structural reform measures are being put into place in
the framework of the Communitias' program for a unified intarnal
market by 1992; including full liberalization of capital
movements: removal of physical, administrative and technical
barriers to allow the full mobility of persons, goods and
services and an improvement of competition policy. However, full
achievement will depend on complete and timely implementation of
the measures and on complementary policies including those in the
fields of regional, social and environmental policies and of
technological co-operation.

The main elements of Germany's structural reforms are tax

reform and reduction, deregulation and privatization, reform of
the postal and telecommunications system, ilncreased flexibllity
in the labour market, and reform of the sccial security system.

In France, the main structural reforms will deal with improving
the level of education and professional training and development
for workers, and with major improvements in the functioning of
financial markets in order to facilitate the financing of the
economy at the lowest possible cost.

Italy will seek to promote training and education, increase the
flexibility of the labour market to spur employment, improve the
functioning of financial markets, revise the tax systam to
promote efficiency and eliminate distortions, and enhance public
gsector efficiency.

In the United Kingdom, there has already been a substantial
program of tax reform, trade union law reform, deregulation,
opening up of markets and privatization of astate industries.
This will continue. Further measures are being introduced to
improve both the guality of education and the flexibility of the
housing market.

Japan will pursue further structural reforms to support and
sustain the greater reliance on domestic demand-led growth which
has guickened remarkably. Japan will promote raform of
government regulations in key sectors including land use policies
and the distribution system, and reform of the tax system.

For the United States, where recent indications that the
declining trend in private savings may have bottomed out are
encouraging, it is nonetheless a priority to increase incentives
to save. Also the United States will strengthen the
international competitiveness of its industrial sector.

The most promising areas of structural reform in Canada are
implementation of the second stage of tax reform., the proposed
liberalization of the financial servicas sector, and, most
important, the implementation of the Free Trade Agreement with
the United States,







FEOM: The High Commissiconer

DATE: 2L June 19858

Private Secretary/Ho. 10

PRIME MINISTER'S VISIT TO OTTAWA: 22 JUNE 1988:
SIGHNATURE OF BILATERAL AGREFMENTS

% I attach the text of Mr Mulroney's proposed talking
points after signature of the agreements,

2. I also attach some suggested points on which the Prime
Minister might wish to draw in replyving.

3 The airline representatives who will be present at
tha signature of the Canada/UE Air Services Agreement will be:

Air Canada : Claude Taylor (Chairman)
Pierre Jennlot (President and
Chief Bxecutive Officer}

Natieonair : Claude Levesque (Vice-President,
Marketing)

British Airways: Ian Reid (Vice-President, Sales
for Canadal
John Moreaun (Customar Services
Director, BA(Canada})

Wardair ! We understand that as Mr Max Ward
is not available they will not
bg represented.
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ME MULRONEY'S TALEING POINTS

Prime Minister Thatenher and I have just signed two
important treaties.

The Mutual Assistancae Treaty in Criminal Matters on

Drug Trafficking provides a framework for cooperation between

Canada and Britain that will lead to improved assistance in
the investigation and prosecution of international narcotics

trafficking and related criminal activities.

The Treaty is a concrete response to sericus concerns

expressed by the Toronto Summit participants with regard

to the increasing problems of international drug trafficking

and money laundering which is generally associated with it.

1 am also delighted that we have signed the historic
Canada-UK Alr Agreement today.

It attests to our traditional and close relationship.

This agreement is consistent with the economic objectives

that we shares.

We have agreed to remeve the heavy hand of government

regulation from air services betwean our two countries.
This agrecement has been called an OPEN SKIES ACREEMENT,

Politieally speaking, Prime Minister, perhaps we should
call it a BLUE SKEIES AGREEMENT.




SUGGESTED POINTS FOR PRIME MINISTER'S REPLY

I can wholly endorse Prime Minister Mulroney's

BLatemants on both the agresments.

Appropriate, given emphasis at the Torente Summit
on the battle against drug trafficking world-wide, that our
two countries should be signing today an agreement which

will give practical implementation to this cooperation.

We hope to have a bilateral network of agreements.

This one with Canada is only the second we have signed so far.

Our Air Bervices Agreement has many liberal and pro-

competitive features which make it a pathfinder for both our

countries.,

1t is symbolic of ocur common approach to sweeping
away cut-dated regulatory controls and opening ap wide-

ranging opportunities for the airlines of our countries.

On behalf of the consumer I am particularly pleased

that the traveller should alse benafit frem tariff competition.
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10 DOWNING STREET
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Fram the Private Secreiary 21 June 1988
Sar Ny
TORONTO SUMMIT: UE/US5 AVIATION FPROBLEMS
Thank vou for your letter of 16 June warning that President
Reagan might raise the guestion of Berlin alir services with
the Prime Minister in the margins of the Toronto Economic Summit.

He had plenty of oppeortunities to do so, but did not.

I am sending copies of this letter to Roy Griffins (Department
of Transport) and to Trevor Woolley (Cabinet Office).

Y v,
(Rl

Lyn Farker,; Esg.,
Foreign and Commonwealth Dfifice.
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PRIME MINISTER

YOUR PRESS CONFPEREMCE

Your press conference will be held in & large conference room
only a short walk from the delegation cffice where you have

debriefed us.

It 15 a good room and; while it will be crowded, it should
be uncomfortable.

I have arranged for you to give radio and TV interviews in

adjoining room which again 1s good by Summit standards.

I expect vou will be asked to do 5 radic and TV interviews

BEC TV and radlo; ITH; IEN: and TV AM.

This has been an altogether too harmonious conference for the
medla who, finding no blood on the floor, have been saved by
arrests of Irish men and the terroriam and drugs element of

the political declaration.

Economlec success and reasonable accord over debt have proved

dull fare and they have so far been frustrated over agriculture.

They have tried to play a little on fears of inflation and they
will seek a reaction from you to today's increase in the

Bundesbank rate.

There will also be some interest into trylng to prise more out
of you on British Aerospace/Rover and submarines for Canada. It
is also possible they will try to discredit the declaration con

terrorism.

On BAe/Rover I have refused to go beyond saying you called on
M. Delors for an early positive decizsion from the Commizsion.
On submarines I have merely said that you will no doubt encourage

Mr Mulroney on Wednesday to buy the superior British technology.




Against all this background, it is important that you sell the
success of this Summit firmly and forthrightly and the attached
draft ocpenling statement =seeks to do that.

The Foreign Secretary and Chancellor will joln you on the platform.
The media may well try to ocpen up divisions between you and
your Ministers, but on exchange rates the phrase "excessive
fluctuation of exchange rates" is of course wvery waluable in

Para £ of the communique.

I will call the guestions and will close the press conference

after 30 minutes.

The sooner after 4pm that you ¢an start your press conference
the more you will get on evening television in London - 4pm here

equals 9pm London time.

{(BEERHARD THGHAHN)
21 June 1988




DRAFT OPENING STATEMENT 1 PRIME MINISTER'S PRESS CONFERENCE

This has been a highly successful and well organised Summit in a
splendid city and I would like to thank and congratulate Brian
Mulroney Lor the excellent way he has presided over our discussion.
BEe must be delighted, as I am, with the outcome.

1 would also like at the cutset to mark President Reagan's last
Summit by saying that he could not have had a better ona. I[is

final Summit has underlined the success of the economic peolicies
we have pursued in the second cycle of Summit meetings in which

he has played such an important part.

We are enjoyving unprecedented economic success = the longest
continuous period of growth since the war. This stems from the
co-operation and common sense of purpose between the Summit countries
during the 1980s in applying sound economic policlies,containing
inflation and promoting efficiency, enterprise and competition.

Eo the task confronting the Toronto Summit has been to lay the
foundations for maintaining this rising prosperity and greater

individual freedom into the 199%0g.

Thiz in turn has meant reaffirming our commitment to continue
sound policies which are delivering the goods and resolving to
tackle the outstanding problems which remain with us.

So the very clear message which goes out from Toronto is one of
confidence coupled with a commitment to build on and reinforce

Our SUCCEesE .

I fully appreciate that all this does not give the media a lot
to write about. Success, however hard to come by, does not make
news. But it does make for a better world and I believe that
Summits have played an important part in improving the lot of

billions of peopla.




In charting our course for the future, we in the UK have given a
strong lead on a whole range of issues:

by stressing the need, in order to secure a more open world
trading system, for a successful Uruguay round = and a

guccassful mid-term meeting in Montreal this December;

by calling for the strengthening of GATT as a means of
ensuring that protecticnism is indeed rolled back;

by helping to generate a political impetus to freeze and

then run down agricultural protectionism; and Epﬁ_l&aﬁt

through the Chancellor of the Exchegquer, by developing
a major new initiative to reduce the debt burden on the
poorest Third World countries.

As the Communigue shows, we have been very successful in all these
efforts.

Toronto has set us on course for:
promoting freer trade and reducing protectionism;
rolling back agricultural subsidies;
helping the poorest natione - both direectly through write oZfs
or debt relief, and by reducing agricultural support in the
industrialised countries.
Elsewhere I am very pleased to say that, with wholehearted British
support, the Summit has sharpened up the attack on terrorism and,

more particularly on air piracy, and on drug trafficking.

I look forward to an ever-widening network of agreements to enable
countries to get at the ill-gotten gains of the drug barons through




measures pioneered in the UK, to seize their funds and outlaw
money laundering.

S0 a very succesSsful summat indeed. We now embark on a third

cycle of Economic Summits. I hope that in 1935 we shall leave

Canada as confident, united and determined as we do In 1983.
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TORONTO ECONOMIC SUMMIT

Economic Declaration

1. We, the Heads of State or Government of seven major
ipdustrial nations and the President of the Commission of the European
Communities, have met in Toronto for the feourteenth annual Economic
Summit. We have drawn lessons from the past and loocked ahead to the
future.

2, Over the past fourteen years, the world economy and economic
policy have undergone profound changes. In particular, the
information-technology revolution and the globalization of markets
have increased economic interdependence, making it essential that
governments consider fully the international dimensions of their
deliberations.

3. We observed a sharp contrast between the 1970s and 1980s.
The former was a decade of high and rising inflation, declining
productivity growth, policies deminated by short-term considerations,
and frequently inadeguate internatiocnal policy cooperation. In the
1980s inflation has been brought under control, laying the basis for
sustained strong growth and improved productivity. The result has
been the longest period of economic growth in post-war history.
However, the 1980s have seen the emergence of large external
imbalances in the major industrial economies, greater exchange rate
volatility, and debt-servicing difficulties in a nunber of developing
countries. Our response to these developments has been an increased
commitment to international cooperation, resulting in the intensified
process of pelicy coordination adopted at the 1936 Tokyo Summit and
further strengthened at the Venice Summit and in the Group of Seven.

4. Summits have proven an effective forum to address the issuas
facing the world economy, promote new ideas and develop a common sense
of purpose. Especially in the 1980s they have helped bring about an
increasing recognition that the eradication of inflation and of
inflationary expectations is fundamental to sustained growth and job
creation. That recognition has been underpinned by a shift from
short-term considerations to a medium-term framework for the
development and implementation of economic policies, and a commitment
to improve efficiency and adaptability through greater reliance on
competitive forces and structural reform. Over this period we have
also singled out for concerted attention a number of other issues of
decisive importance: the overriding need to resist protectionism and
strengthen the open, multilateral trading system; to maintain and
strengthen an effective strategy to address the challenge of
development and alleviate the burden of debt; and to deal with the
serious nature of the world agricultural problem.




= Since we last met, our economies have kept up the momentum of
growth. Employment has continued to expand, inflation has been
restrained, and progress has been made toward the correction of major
external imbalances. These encouraging developments are cause Pis
optimism, but not for complacency. To sustain non-inflationary growth
will require a commitment to enhanced cooperation. This is the key to
credibility and confidence.

INTERNATIONAL ECONOMIC POLICY COOPERATION

Macroeconomic Policies and Exchange Rates

6. The Tokyc and Venice Summits have developed and strengthened
the process of coordination of our econcmic policies. Pevelopments in
the wake of the financial strains last October demonstrate the
effectiveness and resilience of the arrangements that have emerged.
The policies, the short-term prospects, and the medium-term objectivas
and projections of our economies are being discussed regularly in the
Group of Seven. The policies and performance are assessed on the
basis of economic indicators, We welcome the progress made in
refining the analytical use of indicators, as well as the addition to
the existing indicators of a commodity-price indicater., The progress
in coordination is contributing to the process of furthar improving
the functioning of the international monetary system.

7 Fiscal, monetary and structural policies have been undertaken
to foster the adjostment to more sustainable economic and financial
positions in the context of non-inflationary growth. Efforts in those
directions, including continued reduction of budgetary deficits, will
continue, A\ We reaffirm our determination to follow and, wherever
feasible, strengthen our agreed strategy of coordinated efforts to
reduce the growth of spending in countries with large external
deficits and to sustain the momentum of domestic demand in those with
large external surpluses. The reduction of large external imbalances,
however, will reguire not only our cooperative efforts, but also those
of smaller sconomies, including newly industrializing economies, with
large external surpluses.

a. The exchange rate changes in the past three years, especially
the depreciation of the U.5. dollar against the Japanese yen and the
major European currencies, have played a major role in the adjustment
of real trade balances. We endorse the Group of Seven's conclusion
that either excessive fluctuation of exchange rates, a further decline
of the dollar, or a rise in the dollar to an extent that becomes
destabilizing to the adjustment process, could ba counterproductive by
damaging growth prospects in the world economy .




Structural Reforms

- International cooperation involves more than coordination of
macroeconomic policies., Structural reforms complement macroeconcomic
policies, enhance their effectiveness, and provide the basis for more
robust growth. We shall collectively review our Progress on
structural reforms and shall strive to integrate structural policies
into our economic coordination process.

10. We will continue to pursue structural reforms by remocving
barriers, unnecessary controls and regulations: increasing
competition, while mitigating adverse effects on social Jroups or
regions; removing disincentives to work, save, and invest, such as
through tax reform; and by improving education and training. The
specific pricrities that each of us has identified are ocutlined in the
attached Annex on Structural Reforms.

11. We welcome the further development of the OECD's surveillance
of structural reforms. Such surveillance would be particularly useful
in improving public understanding of the reforms by revealing their

impact on government budgets, consumer prices, and international trade.

2. One of the major structural problems in both developed and
developing countries iﬂlin the field of agricultural policies, It is
essential that recent significant poliecy reform efforts undertaken by —

a number of parties be continued through further positive action by
all Summit participafits. More market-oriented agricultural pelicies
should assist in thé achievement of important objectives such as
preserving rural areas and family farming, raising gquality standards
and protecting the environment. We welcome the OECD's increasad
emphasis on structural adjustment and development in the rural economy ,

13. Financial and technological innovations are rapidly
integrating financial markets internationally, contributing to a
better allocation of capital but also increasing the speed and extent
to which disturbances in one country may be transmitted to other
countries. We will continue to cooperate with other countries in the
examination of the functioning of the global financial systen,
including securities markets.

MULTILATERAL TRADING SYSTEM/URUGUAY ROUND

14. A successful Uruguay Round will assure the integrity of an
open, predictable multilateral trading system based on clear rules and
will lead to trade expansion and enhanced economic growth., At Punta
del Este, Ministers committed themselves to further trade
liberalization across the wide range of goods and services, including
such new areas as trade-related intellectual property and
trade-related investment measures, to strengthen the multilateral
trading system, and to allow for early agreement where appropriate,
Countries must continue to resist protectionism and the temptation to




In order to preserve a
favourable negotiating climate, the participants shounld
EGHBCIEHLIQEEIY lqglen&nt the cmmm1*ments to standstill and rollback
that they have taken aL_Funta del Este and subsequent international
mﬂ&tlngs, b

e R e—g
15. We |welcome the JFree Trade Agreement between Canada and the
USAL* We alsm welcoma the steady progress towards the target of the
EurSpean Community lﬂ?:mmplate the internal market by 1992. It is our
policy that these developments, together with other moves towards
regicnal cooperation in which our countries are invelved, should
support the open, multilateral trading system and the liberalizing
impact of the Uruguay Round.

1&.

It is vital ®hHat €he GATT become a more dynanlc and effactive
organization, particularly in regard to the surveillance of trade
policies and dispute gettlement procedures, with greater Ministerial
involvement, and strengthened linkages with other international
organizations., OATT disciplines must be improved so that members
accept their obligations and ensure that disputes are resolved
speedily, effectively and equitably.

17. Trade plays a key role in development. We encourage the
developing countries, especially the newly industrializing economies,
to undertake increased commitments and obligations and a greater role
in the GATT, commensurate with their importance in intsrnational trade
and in the internaticonal adjustment process, as well as with their
respective stages of development. Egually, developed countries should
continue to strive to ensure more open markets for the exports of
developing cuuntriea. —

—— S

18. In agriculture, coptinued pelitical impetus is essential to
underpin the politically difficult efforts at domestic policy reform
and to advance the egually difficult and related process of
agricultural trade reform. Although significant progress was made in
1987 in the Uruguay Round negotiations, with the tabling of major
proposals, it is necessary to ensure that the Mid-Tern Rewiew in
Montreal in December, 1988 adds Impetus to the negotiations in this as
in other fields, | We support efforts to adopt a framework ‘approach,
including short as well as long-term elements which will promote the
reform process as laupched last year and relieve current strains in
agricultural markets.,) This would be facilitated by a device for the
measurement of support and protection. Also, ways should be developed
to take account of focod security and social concerns. [Any short-term
measures would need to be a step forward in line with long-term
goals.] [To move the issue forward, our negotiators in Geneva should
develop a framework approach which includes short-term options
consistent with agreed upon long-term objectives so that Ministers can
take decisions at the Mid-Term Review concerning reduction of trade

* Rasarve of Canada




distortive measures of agricultural policies.] The objective of the
framework approach would be to make the agricultural sector mnre
respﬂnsivc to market signales.— = el

19. As the Uruguay Round enters a more difficult phase, it is
vital to ensure the momentum of these ambitious negotiations. The
Mid-Term Review will provide a unique cpportunity to send a credible
political signal te the trading world. The greatest possible advance
must be made in all arsas of the negotiations, so as to reach before
the end of the year the stage where tangible progress can be
ragistered. To this end, we support efforts to adopt a framework
approach on all lssues In the negotiations, i.e. reform of the GATT
system and rules, market access, agriculture and new issues (such as
trade in services, trade-related intellectual property rights, and
trade-related investment measures). For our part, we are committed to
gensure that the Mid-Term Review establishes a so0lid base for the full
and complete success of the negotiations, in accordance with the Punta
dal Este Declaration.

20. We all recognize the critical and expanding role of
international investment in the world econcmy and share a deap concern
that increased protectionism would undermine the benefits of open
investment policies, We resolve to progressively liberalize
international investment policies and urge other countries to do
likewise,

NEWLY INDUSTRIALIZING ECONOMIES

21. Certain newly-industrializing economies (NIEs) in the
Asia-Pacific region have become increasingly important in world

trade. Although these economies differ in many important respects,
they are all characterized by dynamic, export-led growth which has
allowed them to trable their share of world trade since 1960, Other
outward-oriented Asian countries are also beginning to emerge as
rapidly-growing exporters of manufactures. With increased economic
importance come greater international responsibilities and a strong
mutual interest in improved constructive dialogue and cooperative
efforts in the near term between the industrialized countries and the
Aeian HIE=s, as wall as the other outward-oriented countries in the
region. The dialogue and cooperative efforts could centre on such
policy areas as macroeconomic, currency, structural and trade to
achieve the interpnational adjustment necessary for sustained, balanced
growth of the world economy. We encourage the development of informal
processes wWwhich would facilitate multilateral discussions of issues of
mutual concern and foster the necessary cooperation.




DEVELOPING COUNTRIES AND CERBT

22, The performance of developing countries is increasingly
important to the world economy. Central to the prospects of the
developing countries are a healthy global econonic environment and an
open trading system, adequate financial flows and, most important,
their commitment to appropriate economic reform. The problems of many
heavily-indebted developing countries are a cause of economic and
political concern and can be a threat to political stability in
developing countries [such as the Philippines] which are making a
difficult transition to democracy and merit our gspecial attention.

Middle-Income Countries

23, A number of highly-indebted middle-income countries continue
to have difficulties servicing their external debt and generating the
investment necessary for sustainable growth., The market-oriented,
growth-led strategy based on the case-by-case approach remains the
only wviable approach for overcoming their esxternal debt problems,

24, We are encouraged that many indebted countries have begup the
difficult process of macroeconcmic adjustment and structural reform
necessary for sustained progress, encouraging the return of flight
capital and new investment flows. The success of these efforts isg
essential for improving the economic performance and strengthening the
creditworthiness of these countries,

25, Official financing has played a central role in the debt
strategy through the Paris Club (US £73 billion of principal and
interest have been consolidated since 1983) and the flexible policies
of export credit agencies. The international fipancial institutions
will continue to have a pivotal role. We endorse the recent
initiatives taken by the International Meonetary Fund to strengthen its
capacity to support medium-ternm programs of macroeconomie adjustment
and structural reform and to provide greater protection for adjustment
programs from unforeseen external devaelopments. We strongly support
the full implementation of the World Bank's US $75 billion General
Capital Increase to strengthen its capacity to promote adjustment in
middle-income countries. We also support greater awareness by
international financial institutions of the environmental impact of
their development programs.

26. Commercial banks have played an important role in supporting
debtor countries' reform efforts through an expanded menu of financing
options which has facilitated the channelling of commercial bank
lending into productive uses., Their continued involvement is
indispensable to the debt strategy. In this regard, the World Bank
and IMF can play an important catalytic role in mobilizing additional
financing from private (and official) scurces in support of debtor
countries' adjustment programs.




27. We note that in recent years there has been increasing
recourse to innovative financing techniques. The important
characteristics of these technigues are that they are voluntary,
market-oriented, and applied on a case-by-case basis. The "menu
approach” has engendered new financial flows and, in some cases,
reduced the existing stock of debt. The flexibility of the present
strategy would be enhanced by the further broadening of the menuy
approach and the encouragement of innovative financing technigues to
improve the quality of new lending, but particular initiatives would
have to be carefully considered.

28. Intern;timnal direct investment plays an important rele in
spurring economic growth and structural adjustment in developing
countries., Thus it contributes to alleviating debt problems.

Developing countries should welcome and encourage such investment by
creating a favourable investment climate,

Debt of the Foorest

29, An increase in concessional resource flows is necessary to
especially in cases where it is axtremely difficult for them to
burden of these countries has bheen encouraging. Paris Club creditors
are rescheduling debt at extended grace and repayment periods. In
addition, the recant enhancement of the IMF's Structural Adjustment
agencies’ enhanced program of co-financing: and the fifth
replenishment of the African Development Fund will mobilize a total of
more than US $18 billion in favour of the poorest and most indebted
countries undertaking adjustment efforts over the period 1988/90. Out
of this total, US $15 billion will be channelled to sub-Saharan
African countries.

30, We welcome proposals made by several of us to ease further
the debt service burdens of the poorest countries that are undertaking
internationally-approved adjustwent programs, We have achieved
consensus on rescheduling official debt of these countries within a
framework of comparability that allows official creditors to choose
among concessional interest rates on shorter maturities, lenger
repayment periods at commercial rates, partial write-offs of debt
service cbligations during the consolidation period, or a combination
of these options. This approach allows official creditors to choose
options consistent with their legal|or budgetary constraints. The
Paris Club has been urged teo work out necessary technicalities to
ensure comparability by the end of this year at the very lateat. This
approach will provide benefits over and above the impressive
multilateral agreements to help the poorest countries over the past
year. On a bilateral basis, several creditor governments have already
taken action to write off the principal of ODA loans or to relieve
future servicing of these loans, while other countries continue to
maintain a high grant element in their assistance to the poorest.
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ENVIRONMENT

J1. We agree that the protection and enhancemant of the
environment is essential, The report of the World Commission on
Environment and Development has stressed that environmental
considerations must be integrated into all areas of economic
policy-making if the globe is to continue to support humankind., We
endorse the concept of sustainable development,

37. Threats to the environment recognize no boundaries. Their
urgent nature reguireg strengthened international cooperation among
all ecountries. BSignificant progress has been achieved in a number of
anvironmental areas. The Montreal Protocol on Substances that Deplete
the Ozone Layer is a milestone. All countries are encouraged to sign
and ratify it.

3. Further action is needed. Global climate change, air and
water pollution, acid rain, hazardous substances, deforestation, and
endangered species require priority attention. It is, therefore,
timely that negotiations on a protocol on emissions of nitrogen oxides
within the framework of the Geneva Convention on Long-range
Transboundary Air Pollution be pursued energetically. The efforts of
the United Nations Environment Program (UNEP) for an agreement on the
transfrontier shipment of hazardous wastes should alss be encouraged
as well as the establishment of an inter-governmental panel on global

climate change under the auspices of UNEP and the World Meteorolegical
Organization (WMO). We also recognize the potential impact of
agriculture on the environment, whether negative through
over-intensive use of resources or positive in preventing
desertification. We welcome the Conference on the Changing Atmosphere
to be held in Toronto next weak,

FUTURE SUMMITS

34, We, the Heads of State or Government, and the representatives
of the Eurcpean Community, believe that the Economic Summits have
strengthened the ties of sclidarity, both political and economic, that
exist between our countries and that thereby they have helped to
sustain the values of democracy that underlie ocur economic and
political systems, Our annual meetings have provided the principal
opportunity each year for the governments of the major industrialized
countries to reflect, in an informal and flexible manner, upon their
common responsibility for the progress of the world economy and to
resolve how that responsibility should have practical manifestation in
the years ahead. We believe that the mutual understanding engendered
in our meetings has benefitted both our own countries and the wider
world community. We believe, too, that the opportunities afforded by
our meetings are becoming even more valuable in today's world of
increasing inter-dependence and increasing technological change. We
have therefore agreed to institute a further cycle of Summits by
accepting the invitation of the President of the French Republic to
meet in France, July 14-16, 1983.
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OTHER 1SSUES

HUMAN FRONTIER SCIENCE PROGRAM

1

We note the successful conclusion of Japan's feasibility study
on the Human Frontier Science Program and are grateful far the
opportunities our scientists were given to contribute to tha
study. We lock forward to the Japanese Government's proposal
for the implementation of the program in the near future,

BIDETHICS

.

We note that, as part of the continuing review of the ethical
implications of developments in the life sciences, the Italian
Government hosted the fifth conference on bicethics in April

1988, and we welcome the intention of the European Communities
to host the sixth conference in the spring of 1989,




ANNEX ON STRUCTURAL REFORMS

Europe is pursuing structural reforms to complement

macroeconomic policies in order to spur job creation, enhance
growth potential, and achieve a sustainable pattern of external
balances. Structural reform measures are being put into place in
the framework of the Communities’ program for a unified internal
markaet by 1992; including full liberalization of capital
movements; removal of physical, administrative and technical
barriers to allow the full mobility of persons, goods and
gervices and an improvement of competition policy. However, fiil]
achievement will depend on complete and timely implementation of
the mecasures and on complementary policies including those in the
fields of regicnal, social and environmental policies and of
technological co-cperation.

The main elements of Germany's structural reforms are tax

reform and reduction, deregulation and privatization, reform of
the postal and telecommunications system, increased flexibility
in the labour market; and reform of the social security system.

In France, the main structural reforms will deal with improving
the leval of education and professional training and development
for workers, and with major improvements in the functioning of
financial markets in order to facilitate the financing of the
economy at the lowest possible cost,

Italy will seek to promote training and education, increase the
flexibility of the labour market to spur employment, improve the
functioning of financial markets, revise the tax system to
promote efficiency and eliminate distortions, and enhance publie
gactor afficiency.

In the United Kingdom, there has already been a substantial
program of tax reform, trade union law reform, deregulation,
opening up of markets and privatization of state industries.
This will continue. PFurther measures are being intreoduced to
improve both the gquality of education and the flexibility of the
housing market.

Japan will pursue further structural reforms to support and
sustain the greater reliance on domestic demand-led growth which
has guickened remarkably. Japan will promote reform of
government regulations in key sectors including land use policies
and the distribution system, and reform of the tax system.

For the United States, where recent indications that the
declining trend in private savings may have bottomed ocut are
encouraging, it 1s nonetheless a priority to increase incentives
to save. Also tha United States will strengthen the
international competitiveness of its industrial sector.

The most promising areas of structural reform in Canada are
implementation of the second stage of tax reform, the proposed
libaralization of the financial services sector, and, most

important, the implementation of the Free Trade Agreement with
thae United States.
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SOMMET - TORONTO-SUMMIT Juna 20,

CHAIRMAN'S SUMMARY OF POLITICAL ISSUES

IThe following represents an agreed summary of Ethe
discussions on the Middle East, South Africa and Casbhodia.

MIDDLE EAST

We express our deep concern at the increasing fnmstability
in the Wear East. The current wiolence In the Oecupied
Territories is5 a clear sign Ehat the status quo is not
sustainable. An early negotlated setetlement £o the underlying
Arab/lsraeli dispute is essential. We declares our suppeort for the
convening of a properly structured international comference as the
appropriate framework [or tEhe necesszary negotiatfions between the
parcies directly concerned. In this perspective we zalute current
efforta almed at achieving a settlement, parcicularly the
initiative pursued by Hr. Shultz since February. We urge the
parties to cooperate fully in the seEarch for a solutilonas

We have pursued owr consultcatlens about the contlnulng
war between Iran and Iraq, which remains a source of profound
concern to us. We reaffirm our support for Security Council
Resolution 3%8, which was adopted unamimously. We express our
warm appreciation for the sffortse of the Secretary General to wvork
for a gsectlement on this basis and relterate our EfLrm
determinacion to ensure lmplementatlion of this mandatorcy
resolution hy 8 follow-—up resolution. We coandemn che uae of
chenical weapons by either party, deplore proliferation of
balliscic migssileg in the region, and renew our commicment to
uphold the principle of freedom of nagivation inm the Gulf.

SOUTH AFRICA

We declare our abhorrence of apartheid, whieh must he
replaced through a process of genulne national negotlatione by a
non=racial dnmn¢r¢¢y.

We expressed our urgent cpinien on threes particular
matters:

(1) all legal options available in South Africa should
be used to secure clemency for the Sharpeville 5ix;

£2) rhe enactment of legislation designed teo depriwve
anti-aparthelid organisacions of overseas ald would place severe
straln on the relations each of us has with South Africaj




(3) we strongly support the current negotiations seeking
naticnal reconeciliation within Angala, an end to the Angola/MNamibkia
conflicc, and early implementation of UN Security Council
Eesolution 435.

CAMBOD LA

A% the recent message from Prinece Sihanoauk has remindad
ug, the continuing Cambodian conflict and the suffering of the
Cambodian people is of deep concern. We join the vast majority of
the nations of the world in calling for the prompt withdrawal of
4ll Vietnamase troops. We support a pelitical settlement in
Cambodia whiceh will provide for Cambodian self-determination and
lead to the re<emergence of a free and {ndependent Cambodia.







From: The High Commissicner
Date: 20 June 19B8

Private Secretary/NHo. 1D

PRIME MINISTER'S VISIT TO OTTAWA: 22 JUNE 198B: SICNATURE
UF BILATERATL AGREEMENTS

1. Rs you know, the Prime Minister will be signing two
bilateral agreements with Mr Mulroney at the House of Commons
1Hmbﬂ'atulf aftter her address to Parliament. One of these

is the Canada/UK Mutual Legal Assistance Treaty on Drug
Trafficking Proceeds and the other the Canada/UK Air Services
aAgresment .

2. L attach the texts of the Canadian draft press releases

on these two agreements, which have been auflnde on the Canadian
side by the Department of External Affairs and also by the

Prime Minister's Office; on the UK side they have been agreed by
the FCO and the Department of Transport. They incidentally
provide a succinct explanation of the significance of the two
agreesments for the two countries.

32 The signing cveremony will be very simple (nc champagne).
The airlines involwved (British Alrways, Air Canada, Wardair
and Naticpnaizr] have been invited to send representatives., TWe
are told that Mr Mulroney may say a sentence or two after
signature, but not make a formal speech. We hope to have a
text of his proposed remarks very shortly.

1 U«““‘”
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PROPOSED CANADIAN PRESS RELEASE

HUTDAL_&gETETAHEE TREATF (DRIG TRAFFICEIHG) BETWEENM CAHADA AND
THE UNITED KINGDOM

Prime Minister Brian Mulroney and Prime Minister
Margaret Thatcher today signed a Treaty on Mutual Assistance
in Criminal Matters (Drug Trafficking)! between Canada and the
United Ringdom. This Treaty will provide a framework for
cooperation between the two countries in order to improve
assistance in the investigation and prosecution of international
nacrcotics trafficking and other related criminal activities.

The Treaty will enable Canada ‘and Britain to make available
to their law enforcement authorities important legal means for
collecting evidence in the other country that could be used in
the course of investigations and Judicial proceedings.
Epecifically, the asgsistance may range from providing information
to locating: people or obtaining testimony and records under a
subpoena eor search warrant or eventually to the restraining and
confiecation of proceeds of crime deriving from drug trafficking.
The implementing legislation necessary for the entry intoe force
of treatias of thig tvps 1n Canada iz currently before the House
of Commons.

Prime Miniater Mulroney noted that the Treaty reflectas the
objectives of the Hational DPrug Strategy launched by the
Government in June 1987. The Treaty is algso A concrete response
to serious concerns expressed by the Toronto Summit participants
with regard to the increasing problem of internaticonal drug
trafficking and the money laundering which is generally associaled
with it. Since 1984, Canada has undertaken to develop with 1ts
Summit partners and other countries a network of motual legal
agslstance treaties in criminal matters.




FROPOSED CANADIAN PRESS RELEASE

CANADA-UNITED EKINGDOM ATR SERVICES AGREEMENT SIGHED

Prime Minister Brian Mulroney and Prime Minister Margaret
Thatcher today signed a new scheduled air services agreesment
baetween Canada and the United Kingdom.

The Frime Ministers agreed that this signing marks an
historic occasion in alr relations between the two countries.
The "open skies" agreement is unprecedented internationally for
trans-aAtlantic services. It allows each country to designate
the number of airlines it wishes for services between any cities
in Canada and any cities in the United Kingdom. These airlines
will he free to operate as many flights in the market as thay
wish.

The agreement is also a first for Canada in allowing
airlines to establish Fares in a virtually derequlated environment.
Travellers will benefit from the ability of airlines to set fares
at very low levels as well as from greatly reduced restrictions
on the availability of discount fares. Shippers will be able to
take advantage of the deregulation of air cargo rates.

Both Prime Ministers welcomed the agreement as it reflects
their desire to reduce the role of governments in the private
sector and their particular wish to foster a more competitive,
market-oriented aviation industry. "Clearly, air services between
our two countries have matured. The heavy hand of government
regulation is no longer warranted”, Prime Minister Mulroney said.

The agreement alsp provides for improved flexibility for
Alr Canada's existing services beyond London to Aasia and for
expansion of its services to any points in Western Eurbpe. In
exchange, the British will gain enhanced reclprocal rights to
America, Mexico and the South Pacifie.

canadian carriers Air Canada; Wardair and Nationair now
cperate scheduled services to the United Kingdom. British Airways
cperates scheduled services for the UE.




Extamal Alara Alfairas exbereuras
Canmsda Canaia

Ambassador, Mulfilateral Trade Megolistions  Ambessadeur gus négociations commerclales mullilatérales
and Parsonal Raprasantaihve of the &l représeniante parscnnalle du

Frime Minister, Premier minlstre

EGorddmic Samimil Do 18 samoe] Scommidgus

June 20, 1988

Dear Migel s

I enclose for your information copies of eight madjor
rapresantations received by the Government of Canada on the
Toronte Summit. As you know, in his opening remarks on June 19,
the Prime Minister referred to the many representations forwarded
to him.

Yours sincerely,

”

Sylvia Ostry

Enclosure

Mr. Higel Wicks
Frincipal Private Secretary to the Prime Minister

125 promanade Sussax Dfive
Ofawa, K14 0G2




TOROMTO SUMMIT: LIST OF MAJOR REFPRESENTATICHS

UN Secretary General Perez de Cuellar's letter to PM Mulrcney
of May 20, 1988,

"ASEAN Memorandum for the Summit of the Saven Major
Industriallzed Countries, 19-21 June, 1988, Toronte", under
cover of ASEAN Secretary General Savetsila's letter of June 2
to the Secretary of State for External Affairs, Joe Clark.

Rio Grnug paper provided by Mexican Foreign Minister Sepulveda

uring Rio Group—Canada consultations, Montreal, March 27-28,
1988,

Trade Policy Statement of Pacific Economic Cooperation
Conference - May 20, 1988, under cover of letter from Saburo

Okita, Chairman of the sixth PECC, to Prime Minister Mulroney.

"“Trade Union Statement to the OECD Ministerial Council and
Toronto Summit, May - June, 1988", adopted by TUAC Plenary
Session, April 29, 1988, submitted to Frime Minister Mulroney
during his consultations with international labour lesadars,
May 31.

Union of Industrial and Employers' Confederations of Furope
[UNICE): "Declaration for the Western Economic Summit in
Toronto", under cover of UNICE President Ratjen's letter to PM
Mulroney of June 3.

Business and Industry Advisory Committee (BIAC) position paper
for OECD Ministerial consultations, presented to Mrs. Sylvia
Ostry on May 25, l1988. .

Message from Norodom Sihanocuk of Cambodia to "Heads of State
and Government of the Industrialized Countries meeting in
Toronto®.
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FOLLOWING FOR PAUL GRAY, NO. 12 DOWNING STREET FROM CHARLES
POWELL IN TORONTO,

ROVER GROUP

FOLLOWING 1S TEXT OF MY NOTE RECORDING THE PRIME MINISTER'S
DISCUSSION WITH M, DELORS OF THE PROPOSED SALE OF ROVER
GROUP TO BRITISH AEROSPACE. | SHOULD BE GRATEFUL IF YOU
COULD PASS IT TO THE DEPARTMENT OF TRADE AND INDUSTRY,

BEGINS
RUYER GROUP

THE PRIME MINISTER HAD A MEETING IN TCRONTC THIS AFTERNOON
WiITH M. DELORS, PRESIDENT OF THE EC COMMISSION, TO DISCUSS
PROPOSED SALE OF ROVER GROUP TO BRITISH AEROSPACE. M. LAMY
WAS ALSO PRESENT.

| SHOULD BE GRATEFUL IF YOU AND COPY RECIPIENTS WOULD ENSURE
THAT THIS LETTER 1S SEEN ONLY BY NAMED RECIPIENTS O A STRICT
NEED TO KNOW BASIS,

THE PRIME MINSTER SPOKE ALONG THE LINES OF THE BRIEF ENCLOSED
WITH YOUR LETTER OF 17 JUME TO PAUL GRAY. SHE EMPHASISED THE

VERY GREAT POLITICAL SENSITIVITY OF THE MATTER AS WELL AS THE
URGENCY. THE BAE OFFER EXPIRED ON 31 JULY AND WE NEEDED A DEFINIT-
IVE RESPONSE FROM M, DELCORS BY MID=JULY AT THE LATEST IN ORDER TO
ALLOW TIME FOR THE PARLIAMENTARY PROCEDURES TQ BE COMPLETED,

THE DELAY WHICH HAD ALREADY OCCURRED TOGETHER WITH THE UNFORTUNATE
LEAK IN BRUSBELS wAS CAUSING SERIOUS PROELEMS EOTH FOR BAE AND

FOR RUVER GROUP AND THEIR DEALERS, THE PRIME MINSTER CONTINUED
THAT WE HAD BEEN SERIOCUSLY DISAPPQINTED WITH THE OUTCOME OF

LORD YOUNG!S FIVE MEETINGS WITH COMMISSIONER SUTHERLAMND.. \F

TRTS CPPORTUNITY 70 PRIVETISE THE ROVER GROUP WERE MISSED, 1T

WAS VERY HARD TO SEE ANOTHER ONE MATERAALISING. THE FIGURES

HAL BEEN WORKED OVER CAREFULLY. SHE WAS: AWARE THAT THERE WERE

SOME TIFFERENCES BETWEEN THE UNITED KINGDOM AND THE COMMISSION
OVER THE DEFINITION OF DEBT: BUT VIRTUALLY ALL OF IT WAS E|THER
AUDITED DEBT OR SUMS WHICH THE AUDITORS CONF IRMED WERE APPROPHIATE,
THERE MIGHT BE SOME LATITUDE IN THE OVERALL FIGURE FOR THE MET
TERMS MNEGOT|ATED WITH BAE, BUT NOT MORE THAN FIFTY MILLIDN POUNDS,
O 5U™ UPy THE COMMISSION®S DECISION HAD MAJOR POLITICAL AND
COMMERGCIAL IMPLICATIONS AND WE WERE UP AGAINST A DEADL INE,

IT WAS ESSENTIAL THAT A SATISFACTORY SOLUTION SHOULD BE REACHED
naP 1DLY .




M. DELORS SAID THAT HE HAD DISCUSSED THE PROBLEM WITH LORD

YOUNG AND ALSC WITH COMMISSIONER SUTHERLAND, HE COULD ASSURE

THE PRIME MINSTER THAT T WOULD BE DEALT WITH EQUITABLY. HE
UNDERSTOOD THE NEED FCR A QUICK DECISION, COMMISSIONER SUTHER=-
LAND HAD TWO OBJECTICNS., ONE WAS THE PRICE, THE OTHER WAS COMPOSI-
TION OF THE DEBT. THE PRIME MINSTER INTERJECTED THAT THE PRICE
REFLECT ROVER GROUP'S VERY PDOR PAST PERFORMANCE. BAE WOULD

HAVE TO FIMANCE INVESTMENT IN NEW MODELS FROM THEIR OWN RESOURCES,

WHICH WOULD BE A HEAVY BURDEN, THEY WOULD ONLY BUY ROVER SROUP

IF IT WAS DEBT-FREE. THE DEBT HAD ALL BEEN PROPERLY AUDITED,

M, DELORS SAID THAT IT WOULD BE HELPFUL IF HE COULD SEE THE

AUDIT RESULTS. HE BELIEVED THAT A COMPROMISE COULD BE FOUND

BY ALTERING THE MIX BETWEEN DEBT WRITE-OFF AND CARRY=-CVER OF

TaXx LOSSES. THE LATTER WAS OF NO CONCERN TO THE COMMISSION,

THE PRIME MINISTER POINTED OUT THAT IT ALSO HAD LITTLE ADVANTAGE
FOR BAE SINGE IT WOULD BE RING—FENCED WITHIN ROVER GROUP.

M. DELORS CONTINUED THAT HE FULLY APPRECIATED THE PRIME MINSTER'S
POLITICAL CONCERNS, HE WOULD PROPOSE A SOLUTION TO HIS COLLEAGUES
N THE COMMISSION, HE WOULD ALSO REMAIN IN CLOSE TOUCH WITH

LORD YOUNG.

| AM COPYING THIS LETTER TO TONY GALSWORTHY {FOREIGN AND
COMMONWEALTH OFFICE) AND TO ALEX ALLAN (HM TREASURY).

1Yy
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10 DOWNING STREET
LONDON SWIA 2AA

From the Private Necrelary 20 June 1288

b.u.. é:‘-\,é\v"-u-

ROVER GROUP
The Prime Minister had a meeting in Toronto thisz afternoon
with M. Delors, President of the EC Commission, to discuss the
proposed sale of Rover Group to British Aercspace. M. Lamy
was also present.

I should be grateful if you and copy recipients would ensure
that this letter 18 seen only by named recipients on a strict
need to know basis.

The Prime Minister spoke along the lines of the brief enclosed
with your letter of 1V June to Paul Gray. She emphasised the
very gredt political sensitivity of the matter as well as the
urgency. The BAe offer expired on 31 July and we needed a definitive
response from M. Delors by mid—July at the latest in order to
allow time for the parliamentary procedures to be completed.
The delay which had already occurred together with the unfortunate
leak in Brussels was causing serious problems both for BAe and
for Rover Group and their dealers. The FPrime Minister continued
that we had been seriously disappeinted with the outcome of
Lord ¥Young's five meetings with Commissioner Sutherland. TIf
this cpportunity to privatise the Rover Group ware missed, it
wasgs wvery hard to see another one materialisimng. The [igures
had been worked over carefully. She was aware that there were
some differences between the United Eingdom and the Commissicn
over the definition of debt: but wvirtually all of it was either
audited debt or sums which Cthe auditors confirmed were appropriate.
Thera might be some latitude in Lthe overall [igure for the net
terms negotiated with BRe, but not more than Fifty million pounds.
To sum up: the Commission's decision had major political and
commercial implications and we were up against a deadline.
It was essential that a satisfactory solution sheould be reached
rapidly.

M. Pelors said that he had discussed the problem with Lord
¥Young and also with Commissicner Sutherland. He could assure
the Prime Minister that it would be dealt with equitably. BHe
understood the need for a quick decision. Commissiconer Sutherland
had two eobjecticns. One was the price, the other was composition
of the debt., The Prime Minister intersected that the price
reflect Rover Group's very poor past performance. Bae would
Rave to finance investment in new models from thelir own resources,
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which would be a heavy burden. They would only buy Rover Group

1f 1t was debt-free. The debt had all been propercly audited.

M. Delors said that it would be helpful if he could see the
audit results. He believed that a compromise could be found
by altering the mix between debt write-pff and carry-over of
tax losses. The latter was of no concern to the Commission.
The Prime Minister gui1tuﬂ out that it also had little advantage
for BAe since it would be ring—-fenced within Rover Group.
M. Delors continued that he fully appreciated the Prime Minister's
pelitical concerns. He would propose a solution to his colleagues
in the Commission. He would alsgo remain in cleose touch with
Lord ¥Young.

I am copying this letter to Tony Galsworthy (Foreign and
Commonwealth Office) and to Alex Allan (HM Treasuryl.

mﬁ_wﬁ_ hAJ+q1f\qh
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Stephen Ratecliffe, Esg.,;
Department of Trade and Industryv.
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FOLITICAL DECLARATION

L« EAST-WEST

| EE We the leaders of our seven countrles, and the
represzentacives of the Eurspean Community, uphold common
prineiples of fresdom, respect for Iindividual rights, and
degire of all men to live Iin peace under the rule of law.
peoples stand in solidarity within the framewerk of our
existing alliances for the cause of freedom, to safeguard
demoecracy and the presperity which 1t has produced. In our
discugsions we considered how these goals 20d values could be
pursuad im the field of foreign affairs, particularly with
regard to East-West relactions.

2. We discussed a wide range of regional questions and
these discusslons are continuing throughout the Summit.

3. We confirmed our belief in constructive and realistcic
dialogue and cooperation, including arms control, human tights
#and regional lesues, as the way to builld stability between East
and West and enhance security at lower lewvels of arms. We alsao
reaffirmed that for the foreseeable future nuclear decErrence
and adequate conventional sctrength are the guarantees of peace
in freedom.

b . In several important respects changes have taken place
in relations between Western countries and the Soviet Union
gince we last met. For our part this evolution has come about
becausa the industrialized democraclies have been strong and
united. In the Boviet Union greater freedom and openness will
offer opportunities to reduce migtrust and build confidence.
Each of us will respond positively to any such developments.

3. We welcome the beginning of the Sovier withdrawal of
its occupation troops from Afghanistan. Tt must be total and
apply to the entire c¢ountry. The Afghan people must be able to
choose their government freely. Each of us confirms our
willingness to make our full contribution to the efforcs of the
international community to ensure the return of the rafugees to
their homeland, their resettlement, and the reconstruction of
thelir country. We now look to the Soviet Unlon to make a
constructive contribution to resolving other regiomal conflicts
as wall.,

B.. Since our last meeting, progress has been made between
the United States and the S5oviet Unfion Iin agreeing to reduce




nuclear weapons Iin & manner which accorda fully with the
securicty interests of each of our countries. The INF Treaty,
the direct result of Western filrmness and unley, 18 the ficse
treaty ever actually to reduce auwclear armsg. It sets witally
lmportant precedents for future arms conftrol agreements:
asymmetricel reductlions and Ifntrusive verification
arrangementss We now look for deep cuts in UD.3., and Soviet
gtrateglc offensive arms. We congratulace President Eeagan on
what he has already accomplished, along with Cemeral Secretary
Gorbachev, towards this goal.

= Nonecheless,; che massive presence of Sovist
conventional forces in Eastern Europe, the snsuing conventional
superiority of the Warsaw Pact, and 1cs capacity to launch
gurprise attacks and large scale offensive operations, lie at
the core of the gecurity problem in Eurcpa. The S5oviat
military bulldup In the Far Eaat i3 equally a major source of
instability in Asia. Thesa Ehreats must be reduced. Our goal
1s enhanced security and stability at lower lewels of forces,
after having eliminated the present imbalances. We seek the
garly establishment of a comprehensive, effectively verifiable
and truly global ban on chemical weaponsg.

B. Cenuine peace cannot be established solely by aras
control., It must be firmly based on respect for fundamenmtal
human rights: We wurge the Soviet Union to move forward In
ensuring human dignity and freedoms and to {implement fully and
strengthen subscantially 1ts commitments under the Helsinki
PIOCESS - Recent progress must be enshrined inm law and
practice, the painful barrlers that divide people must come
down, and the obscacles to emigracion must be reooved.

: We pay speclal attention to the countries in Eascern
Eurocpe . We encourage them to open up their economies and
socleties, and to improve respect for human rights. In this
context we support the continwation and strengthening of the
Helsinki process.

10, We take pomitive note of Eastern countries’ growing
interest in ending their economic isolation, Eor example Iin the
establishment and development of relatiosns with the European
Community. East=West aconomiec relacfiomns can be expanded and
EErVE pur common interests 8o long ag the commercial basisz is
sound, they are conducted within the framework of the basie
prineiples and the rules of the internatliomnal trade and
payments system, and are congistent with the zecuricty

fnterests of each of ocur countries,

TERRORISM

11. We scrongly reaffirm our condemnation of terrordism 1in
gll 1ts forms;, including the taking of hostages. We ranew our







comaitment to policles and measures agreed at previous Supnits,
in particular chose sagalnst state—-sponsored terrorism,

12, We strongly condemn recent threats to alr gecurity,; 1in
parcicular the destruction of a4 Korean airliner and che
hijacking of a Kuwairi airliner. We recall the principle
afrfirmed in previous declarations that terrorists must nat go
unpunished. We appeal to all counrcries who are noet parcy to
the {nternational conventions onm civil aviation security, in
particular the Hague Convention, to accede to those
conventions.

LA We express support for work currently under way in Cthe
International Civil Aviation Organlization aimed at
strengthening international protection agaimet hijackinge. We
welcome the mogt recent declaration adopted by the LCAD Council
which endorgses the principle that hijacked airecraft should net
be allowved to take off once thevy have landed, except in
circumstances a5 specified In the ICAD declaration.

L&, We welcome the adoption this year in Montreal and Rome
of two international agreements on aviatlon and maritime
security to enhance the safety of travellers.

15. We reaffirm our determination to continue the fight
against terrorism through the applicacion of rule of law, the
policy of no concessaions to terrorists and their sponsors, and
ilnternational cooperstion.

MARCOTICS

1&6. The 1illegal usa of drugs and the 1llicit trafficking
in them poses grave risks to the peoples of Summit councries as
vell a5 the peoplas of zource and trangit countries. There i=s
an urgent need for improved international cooperation in all
appropriate fora on programe to counter all farcets of the
111ieit drug problem, ian particular production, trafficking,
and financing of the drug trade. The complexity of the problem
requires additional international cooperation, im particular to
trace, freeze and confiscate the proceeds of drug traffickers,
and to curb money laundering.

17. We loock forwvard to the successful negotiatiem in
Vienna in November of a United Wations Convention on 11llicit
trafficking.

18. We sopported the initiative of the Government of the
Uniced States for a speclal tesk force to be convened to
propose methods of improving cooperation in all areas including
national, bilateral and multilateral efforts inmn the fight
against narcocice.
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'ILHTR FOR THE RECORD
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ECONOMIC SUMMIT, TORONTO: OEADS OF GOVERNMENT DINNER ON 19 JUNE 1988

Heads of Government discussed a number of foreign policy issues over

dinaer on Sunday 19 June at the Toronte Hunt Club.

East/West Relations

This was the main subject discussed. All Heads of Government were
warm in their thanks and praise for President Reagan's achievements
at the Moscow Summit. Some progress was noted on human rights

in the Soviet Union. President Reagan reported that proposals were
being drawn up for legislakbion to provide for greater freedom of
expression and the right to emigrate. He also reported that some
aof the refuseniks who had attended the lunch in the Emerican Embassy
in Moscow during his visit had subsequently been detained by the
EGE. When the Americans had protested wvigocrously at the highest
level, it turned out that senior ocfficials in Moscow knew nothing
of this and orders for release of those detalined were glven.

The general view was that the problems of the Soviet economy were

even greater than previously thought with military spending a higher

proportion of overall spending than estimated. The Prime Minister
stressed that President Feagan had been absolutely right to take a
strong line on human rights at the Summit. In responge to her question
President Reagan had said that he did not know whether a START
Agrepment could still be reached this year. [General Powell told

me separately that he thought a further Summit before the end of

Prezident Beagan's term of ocffice highly unlikely.')

Chancellor Kohl had been pessimistic about the prospects of the
[orthcoming party conference in the Sowviet Union: there were several
signs that Gorbachev would npt make much progress with his reforms
there., He had also stressed the mood of uncertainty and unease in

Bastern Europs.

Mr. Takeshita had thanked President Reagan for raising the question
of the Japanese Northern Territories. He had also said that there
was no sign yvet of any build-down in Boviet military strength in the
Far East.

CONFIDENTIAL
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!. rms Control

There had been relatively little discussion of arms control. A peoint

which particularly struck the Prime Minister was a remark by

Prasident Mitterrand to the effect that the security of Europe now
depended on conventional weapons and that, if there was to be a further
war in Europe, it would be [ought with conventional weapons. In

the same intervention he had alse said that the West should not upset
the Soviet Union by talking about the reunification of Europe or

Europe from the Atlantic to the Urals since this did not help Gorbachev.

It was better not to blur the distinction between the two Alliances.{!]

Regional problems

President Reagan made a plea for financgial help for the Phillipines

and for refugees in Afghanistan. He had also mentloned the prepasal

by Gorbachev 1n Moscow to set a target date of the 10th anniversary

of Security Council Resolution 435 on 29 September for making progress

on Angola. There had been general concern at the lack of progress
Arab/Israel and Iran/lrag.

Drugs

President Reagan had made a strong plea [or a passage on drugs in the

summit's main political declaration.

""--..,3
Zal T

Wicks
Galsworthy
John Fretwell
Rirhardsan

C. D. POWELL
20 June 19848
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PRIVATE SECRETARY cc Mr. Wicks

ORAFT DECLARATION

] B0 The immediate guestion which Forelign Ministers will be asked to
decide is the actual handling of the various pieces of paper prepared

last night. There are three possibilities:

[a) the East/West declaration, the text on the Middle East and the
texts on terrorism and narcoticg issue as a declration (or two
linked declarations). The texts on Scuthern Africa and Cambodia
are used for the Chairman's summary. This is the Presidency's
preferred solution. It follows what was agreed earlier by Sherpas.

But it offends the Japanese by putting Cambodia in a lower category.

(b} all of the texts are handling as a single or linked declarations.
This has the draw-back for us of bringing the text on Southern Africa
up to the higher category. We might never succeed in getting it down

again at future Summits.

{e] the declaration covers East/West, terrorism and narcotics, =een
: :h?n{

as subjects of importance. The three regional texts are left

for the Chairman's summary. We are sean as the main ochatacle to this

eolution, which some would piefer, because of the Importance we have

attached to the Middle East taxt.

I suggest we might argue for (a) above. The Japanese showed some signe

of beginning to give way on Cambodia. But if we cannot get {(a) I would

hav thought it better to go for (¢), sacrificing something on the Middle
East in order to keep South Africa out of the top category.

(There was some confusion about what exactly Foreign Ministers agreed
last night: @ scome thought that they wanted all texts to be of egual

etatus; but that was not the Presidency's view.)
On the East/West text there are only two problems.

fa) the German insertion 1n paragraph 6. This giwves undue

prominence to Shevardnadze's statement before we have had a

CONFIDENTTAL
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chance to evaluate it properly. It helps the Russians to set the

agenda for the CST.

(b} the French reserve on the last paragraph is a doctrinal point
about which we all became confused, even Attali. I think we could
go along with any of the wvariants e.g. "consistent with the security

interassts of each of us".

On the Middle East text I doubt if the Americang will stick. o
their reserve about compliance. We would be happy for the words

to come cut but can accept the text as it is.

I went to one of our £fall back positions on paragraph 3 of the
terrorism text, but this still did not satisfy everyone. I think we
can press strongly for the passage in square brackets to be included:
it does not significantly lengthen the text.

The French have a problem on condemning Vietnamese occupation in the

Cambodia text. We could join in urging them to drop this reserve,

but it is not a point of major importance.

The text on Southern Africa i1s ragged: we had no draft to work
with. The French had by this time left, possibly accidentally.

I included the reserve to President Botha's speech but there is

no prospect of securing agreement to it. It may be useful for
trading purposes, The text is relatively mild and contains ne hint
of sanctions. I think we can live with it.

CONFIDENTIAL




DRAFT ECOHOMIC DECLARATION; COMMENTARY

INTRODUCTION (paragraphs 1 to 5)
Only remaining square brackets in middle of paragraph 4

where French object to "market" forces and want a reference to

"in a context of supportive social programmes". Everyone else

can support "market" forces.

2 The final sentence of paragraph & reflects the usual FPrench
pressure for references to improving the international meonetary
gystem, but i= innocuous.

INTERNATIONAL ECONOMIC POLICY COOPERATION (paragraphs 6 to 13)

3 Paragraph 12 on agriculture was controversial. In its
present form it gives (implied) credit to the Community for the
February reforms; points forward to further reforms; and gives
people what they want on small farms.

MULTILATERAL TRADING SYSTEM/URUGUAY ROUND (paragraphs 14 to 20)
4. At the end of paragraph 14 we secured a satisfactory
reference to standstill and reoll-back. The Americans resisted
this to the bitter end but then raised their square brackets,
The sentence is so placed in the Communique te govern all trade
igsues: but the Americana and others all know that it refers
particularly to recent and threatened US action to support their
farmers.

- Paragraph 16 on strengthening GATT disciplines reflects our
ideas and is satisfactory.

6. Paragraph 18 is the main passage on agriculture. The final

text contains alternative sguare bracketed passages. The first




1s satisfactory to the rest of the Community. The second
reflects a substantial concession by the Americans, who have
abandoned language committing Summit countries to abolish "trade
distortive measures of agricultural policiesg". They are now
prepared to settle for reductions of such measures, and have not
attempted to set a date. "Zero/2000" has thus disappeared at
least in this context. The rest of the Community have not
accepted the new American language: but at this stage I think it
would be reascnable to give the Americans some support.

i 2 The latest version of paragraph 9 reflects a compromise
betwen the French and the Americans on "globality", ie the
proposition that po agreement on any subject in the Mid-Term
Review in Montreal this December can be reached unless there is
agreement on all subjects. The new text is satisfactory.

HEWLY INDUSTRIALISED ECONOMIES (paragraph 21)

8. There was an argument between the Americans and the Japancse
about whether exchange rates were a proper subject for discussion
with the NIEs. We have an interest because of the Hong Kong
dollar/uUs dollar link. But the reference in the final text to
"eurrency" policies is all right.

DEVELOPING COUNTRIES AND DEBT (paragraph 22)

9. The Americans want a specific reference to helping the
Philippines. The rest of us are not keen, and the French were
strongly opposed.

10. There is no square bracketted language elsewhere in this

section. Paragraph 30 deals with the debt of the poorest in a

manner which adequately reflects the Chancellor's ideas, though




&
without referring to them specifically. The references to
"comparability" are code for burden-sharing which the Ameoricans
will not accept explicitly.
FUTURE SUMMITS (paragraph 32)
11. This is our language (reflecting a pedestrian original).
OTHER ISSUES
12. The passage on the environment is acceptable. We have
checked with the Department of the Environment that they do not
object to the reference to "acid rain". But the Americans and
the Canadians seem equally determined to have that reference out.
13. We have also checked with London that the reference to the

manned space station is OK.

%8
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DRAFT PASSAGE FOR COMMUNIQUE

At the Venice Summit we recognised that the problems of some
of the poorest and most debt-distressed countries, principally in

the Sub=-Saharan Africa, were uniquely difficult and needed
special treatment. We welcome the agreement reached recently on
the IMF's Enhanced Structural Adjustment Facility. But we agree
that further actions needs to be taken to assist those of the
poorest and most debt-distressed countries in Sub-Saharan Africa
which are opursuing appropriate adjustment policies, 1in two

respacts:

- for ODA loans, several creditor countries have already
taken action to write off the principal of such debts -
the mest appropriate solution for that portion of the
debts of these countries. We urge those who have not yet
taken such action to do s0;

for Paris Club debts, arising mainly from export credits,
we have at this meeting examined ideas of concessional
interest rates, extended repayment periods, and partial
cancellation of debts; we have agresd the basis of
arrangements under which each creditor could choose his
preferred option, on terms - particularly as to
differential rescheduling and grace perionds - designed to
maintain the most equitable possible sharing of costs and
rigks; and we are inviting the Paris Club to negotiate an
inter-creditor agreement on this basis as quickly as pessible.




-

e Threats Lo the environmeant recognlze no
coundariesa. Their urgent nature reguires strengthened
international cooperation among all countrias,

Significant progress has been achieved in a
number of environmental sreas. The Montreal Protocol
on substances that Deplete the Ozone Layer is a
milestone. All countries shoold be encoursged to sign
and ratify it, iy

-

& Further action is nce-::r:;,df Global eclimate
change, air and water pnllutimn,#ﬁazardmus substances,
deforestacion, and endangered species regquire priority
attention. Im—this-ecoentext -completien——of negotiations
on-a protocol on emissions of nitrogen oxides within
the Tramewsrk of the Geneva Convention on Long-ranpgs
Transboundary Air Pollution is=—tmpSrtant. _ The afforts
of UNEF for an agreement on the transfrontier shipment
ol hazardous wastes should also be encouraped as well
s the establishment of an inter-governamental panel on
global elimate change under: the auspieces af the UNEP
and the WMO. We welcome the Conference on the Changing
Atmosphere to be held In Toronto next week.
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Illicit narcotics trafficking poses grave risks to pecples of all
countries. Each Summit country should continue to place
importance on domestic demand reduction programs but there is
alse an urgent need for improved international cooperation in
appropriate forums on the illieit drug problem, including
production, trafficking, and money laundering. The problem
requires not only reinforcement of present efforts but also
additional intermational approaches. We look forward to the
successful negotiation in Vienna in November of a United Matisns

Convention on illicit trafficking., We support the initiative of

the United States to convene a special task force comprised of

foreign affairs, enforcement, finance and ather officials from
Summit countries concerned with the fight against narcotics.
This task force should propose methods of improving cooperation
in all areas including national, bilateral and multilatoral

efforts.

HUMAN FRONTIER SCIENCE PROGRAM

4. We note the successful conclusion of Japan's feasibility study on
the Human FrnntiefiE;ugra; and are grateful for the opportunities
our scientists were given to contribute to the study. We look
forward to the Japanese government's proposal for the

implementation of the program in the near future.




12, One of the major structural problems in both developed
and developing countries is in the fiald of agricultural
palicies. Important steps to reduce the overproduction have

already taken place. It is essential that swodwcaging policy
A i3
R e RS

raform efforts be continned through further positive actions by
all Summit participants. //The primary cbjective of agriculture

in all our countries is to satisfy the demand for food in the most

==
economical way pcssibla.ff {?ther important objectives such as

satisfactory levels of farm incomes, the preservation of rural

Ik et
conpunities and environmental protection ean be achieved with less
interference 1in market%:) We welcome the OECD's increased emphasis

on structural adjustment and development in the rural economy.




16, We attach major importance to strengthening the GATT
itself, particularly the surveillance of trade policies and
digpute settlement procedurss, It is wital that the GATT become a
more dynamic and [policy oriented] organization, with greatear
Ministerial invelvement, and atrengthened linkages with other
international organizations. GATT disciplines must be tightened

g0 that members accept a¥1 their obligations, and ensure that

disputes are raeasclved speedily, effectively and equitably.




MEWLY INDUSTRIALIZING ECONOMIES

21, Certain newly-industrializing economies (NIEs) in the
Asia-Pacific region have become increasingly important in world
trade. Although thaesa economies dAiffer in wany i1mportant respects,
they are all characterized by dynamic, export-led growth which has
allowed them to treble their share of world trade since 1360. Cther
outward-oriented Aslan countries are also beginning to emerge as
rapidly-growing exporters of manufactures. With increased economic
importance come greater international responsibilities and a strong

mutual interest in improved constructive dialogue and cooperative

afforts in the near term betwean the ilpndustrialized countries and

the Agian NIEs, as well as the other ouktward=oriented countries in

La ¥ TSP ]

the region. Thesdialogue a

nd cooperative efforts should centrea on

[T

aunﬁ areas as a¥change rates, macroeconomic, trade and structural
adjustment policies te achieve the internaticonal adjustment
neceasary for sustained, balanced growth of the world economy. We
encourage the development of informal processes which would

facilitate multilateral discussions of issuss of matual concern and

PP S O )

foster the necessary cooperative actions om an urgent basis.




insert to para 22

22. The performance of develcoping countries has becoms
increasingly important to the world economy. The situation
of individual developing countries wvaries widely; many still
face sarious economic difficultises. "Developing countries
which are making difficult transitions to democracy, such

as the Philippines, merit our special attention in this

regard.” Central to the prospects of all is =trong and sustaina-

ble world growth, an open trading system, adeguate financial

flows and, most importantly; a commitment by these countries

to appropriate economic reform.

sentence in " " insart.
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25. Official financing has played a central role in the debt

strategy through the Paris Club (U.8.%73 billion of principal and

interest have been consolidated since 1983) and the flexible
policies of export credit agencies. The international financial
ingtituktions will continue to have a pivotal role. We endorse the
recent initiatives taken by the International Monetary Fund to
strengthen its capacity to support medium-term programs of
macrosconomic adjustment and structural reform and to provide
greater protection for adjustment preograms from unforeseen
external developments. Especially important in increasing
available resources is the U.5.%75 billion General Capital
Incraase of the World Bank whieh should be speedily approved and

gubscribed to by all countries that have not vet done so.

26, Commercial banks have played an important role in
supporting debtor countries' reform efforts through an expanded
manuy of financing options which has facilitated the channeling of
commercial bank lending into productive uses. Their continued
involvement is indispensable to the debt strategy. 1In this
regard, the World Bank and IMF can play an important catalytiec
role in mobilizing additional financing from private (and

official) scurces in support of debtor countries' adjustment

programs,




ngﬂ International direct investment flows play an important
role in 5|:|ur|¥'ing economic growth and structural adjustmant
in developing countries., Thus they contribute to
alleviating debt problems. Developing countries should
welcome and encourage such investment by creating a
favourable investment climate. The positive contribution
that the Multilateral Investment Guarantee Agency and the
International Finance Corporation are making in stimulating

international direct investment should be encouraged.
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IRSERT FOR ECCHOMIC DECLARATION

S
29, In cases where it is extremely difficult for the w«

poerest developing countries to meet their debt service
obligations, !an in:reas«el.-u 1n car:m;ea_s_._i_c:-nal resource flows is
necessary to help those cc::ur;tri;.ﬂ_;. resume sustained growth.
Since Venice, progress in dealing with the debt burden of
these countries has been encouraging. Paris Club creditors
are rescheduling debt at extended grace and repayment
periods., In addition, the recent enhancement of the IMF's
Structural Adjustment Facility; the World Bank and ODA
agencies' enhanced program of co-financing; and the fifth
replenishment of the African Development Fund will mobilize a
total of more than US $18 billion in favour of the poorest
and most indebted countries undertaking adjustment efforts

over the period 1988/90. oOut of this total, US $15 billien

will be channelled to sub-Saharan African countries.

30. We welcome proposals made by several of us to ease

further the debt service burdens of the poorest countries
il

eligible for the World Bank Special Assistance Program for
Wyl

Afrita; —that Is—those undertaking internationally approved

adjustment programs and-having per capita income of less-than

Wl bare e BT 0 (A e

Consensus was /achieved on rescheduling official commerétal

$£425 per —vyear —and dEpt service— ratios greater than 30%.

debt of these countries within a framework of comparability

that allows official creditors to choose among concessional
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et

lnterest rates, longer repayment periods) partial write-offs

i

gf debt service obligations or a combination of these
options. This approach allows official creditors to choose

options consistent with their legal or huduetar?'cﬂnsﬁra{nts-

L ;_"| Ll e e

The Paris Clhb hﬁh been ;F&hﬂthd to examine. techniecal
i = g T e

aspects, to ensure falr burdening sharlanby the end of this
e k,

Y =
year. .Lhis dpproach will provide benefits over and above the

impressive multilateral agreements to help the pocrest

countries owver the past year.

310.bis On a bilateral basis, several creditor governments

et {o el 1-'{.- Ls - B C_,q._ it

have already taken action to write uff the pE}ncipal of
L. .

Official Develocpment ﬁSElStaﬂéﬂ lnans. We wtlcnme the new

ODA initiatives announced in recent weeks and urge aI1 Summit

PR .ﬂrlf
ﬁﬁﬁnEJ;ns to do what they can to help the poorest coUrtEies.

We agree that trade liberalization, including greater access
to our markets, is important to help the poorest countries to
improve their debt service capacity while at the same time

achieving more sustainable growth.-

-




Draft Copmunigue Language

Paragraph 30 -- We welcome proposals made by several of us to
ease further the debt service burdens of countries in the World
Bank's Special Program of Assistance for low income

ity
debt—distressed countries/in Bub—-Baharan Africa. We are

e : PP P P
prepered o comsider further debt service relief measurss by
individual countries within t+he Paris Club framework, such as
concessional rates on shorter maturities, longer repayment
periods at commercial rates, or partial write—-offs of debt
cervice cbligations during the conseclidatiocn pericd. Such relief
could be available for eligible countries pursuing IMF and World
Bank-supported adjustment programs. We urge the Paris Club to

develep specific options that allew individual creditors to make

comparable cortributions within the framework of multilateral

debt rescheduling in accordance with their respective legal and

budgetary procedures and Unuatraintag For ODA loans, several

" creditor govermments have already b#k:n action to write-off the
principle of such debt=, while others continue to maintain a high
grant element in their assistance to these countries. HWe welcome

the new CDA inltiatives announced in recent waesks.




FUTURE SUMMITS

31. The challenge for future Summits remains the same as that
confronting leaders today: coping effectively with change in an
increasingly interdependent world. There is a proven way to
achieve this -- through an evolutionary process of improved
international cooperation. In particular, we should examine the

opportunities for strengthening Summit cooperation in: improving

coordination of economic policies; striving for a more open

international trading system; 1intensifying efforts in favour of
poor and indebted countries; and extending international
cooperation to other issues as they emerge. Based on the lessons
learned from past Summits, these will be among the main tasks of

future ones.
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FOR ODA LOANS, SEVERAL CREDITOR GOVERMMENTS HAVE ALREADY
TAKEN ACTION TO WRITE OFF THE PRINCIPAL OF SUCH DEBTS. WE

WELCOME THE HEW ODA INITIATIVES ANNOUNCED IN RECENT
Y

Laf

WEEES. /ALL SUMMIT CDUHTRIEEH?EE‘DUTH%HWHHT THEY CAN

7o #o

WITHIN THE CONSTRAINTS OF THEIR CONSTITUTIONAL AND LEGAL

SYSTEMS.




ED'_HI"IDEHTIAL

Europe is pursuing structural reforms to complement
macroeconomic policies in order to spur job creation, enhance
growth potential, and achieve a sustainable pattern of external
balances. &8tructural reform measures are being put into place in
the framework of the Communities programme for a unified internal
market by 1992r including full liberalisation of capital
mnovements: removal of physical, administrative and technical
barriers to allow the full mobility of persons., goods and
gervices and an improvement of competition policy. Howewver, full
achievement will depend on complete and timely implementatiocn of
tha measures and on complementary policies including those in the
fialds of regional, social and environmental policies and of

technological co-operation..

The main elements of Germany's structural reforms are tax

reform and reduction, deregulation and privatization, reform of

the postal and telecommunications system, increased flexibility

in the labour market, and reform of the social security system.




In France, the main structural reforms will deal with improving
the level of sducation and profassienal training and develoapment
for workers, the reform of financial markets, and the elaboration

of fiscal incentives to innovation and to preductive inveatment.

Italy will seek to promote training and education, increase the
flexibility of the labour market to spur employment, improve the
functioning of financial markets, revise the tax system to
promote efficiency and eliminate distortions, and enhance public

sactor efficiency.

In the United Kingdom, there has already been a substantial
programme of tax reform, trade union law reform, deregulation,
opening up of markets amd privatization of astate industries.
This will eontinpue. Further measures are being introduced to
improve both the guality of education and the flexibility of the

housing market.

Japan will pursue further structural reforms to support and

sustalin the greater reliance on domestic demand-led growth which
has gquickened remarkably over the past vear, Japan will promote
reform of government regulations in key sectors, including
agriculture and land use policies, the distribution system and

the tax system.




For the United States, whare recent indications that the

declining trend in private savings may have bottomed out are

encouraging, it iz nonetheless a priority to increase incentives
to save. Also the United States will strengthen the

international competitiveness of its industrial sector.

The most promising areas of structural reform in Canada are
implementation of the second stage of tax reform, the proposed
1iberalization of the financial serwices sector; and, most
importantly, the implementation of the Free Trade Agreement with

the United States.
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OTHER ISSUES

In addition to economic matters, we have dizcuszed the

follewing other important issues:

ENVIROHNMENT

Frotection and enhancement of the environment is essential. The
report of the World Commission on Environment and Development has
stressed that environmetnal considerations must be integrated
into all areas of economic pnlicy-afking if the globe is to

o

P +7
continue to support humankind. SumBit countries endorse_itd "e

concept of sustainable development.

Threats to the environment recognize no boundaries. Significant
progress has been achieved: The Montreal Protocol on Substances
that Deplete the Ozone Layer is a milestone. We encouraged all
countries to sign and ratify it. PFurther action is needed,
Global climate change, air and water pollution, hazardous

substances, deforestation, and endangered species require

priority attention. We welcome the Conference on the Changing

Atmosphera to be held in Toronto next week.




£ Threats to the environmeant reéecggnize no
boundaries. Thelr urgent nature requires strengthened
internaticnal cooperation among all countries.

Slgnificant progress has been achieved in a
number of environmental areas. The Montreal Protocol
on  Substances that Deplete the Ozone Layer is a
milestone. All countries should bha. encouraged to sign

and ratify it. Sl

3. Further action 1is needed. Glebal climate
change, air and water peollution, hazardous substances,
deforestation, and endangered species reguire priority
attention. In this context completion of negotiations
on a protocol on emission=s of nitrogen oxideas within
the framework of the Gensva Convention on Long-range
Transboundary Air Pollution is important. The efforts
of UNEF for an agreement on the transfrontier shipment
of hazardous wastes should also be encouraged as well
as the establishment of an inter-governamental panel on
global climate change under the auspices of the UNEP
and the WMO. We welcome the Conference on the Changing
Atmosphere to be held in Toronto next weelk,
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TORONTO ECONOMIC SUMMIT

Economic Declaration

i L We, the Heads of State or Government of seven major
indugtrial nations and the President of the Commissicon of the
European Communities, have met in Toronto for the fourteenth
annual EBconomic Summit. We have drawn lessons from the past and

looked ahead to the future.

24 Cver the past fourteen years; the wnrlﬂ_ucnnum% and

__.:' i Ao =" r-.-.'-.'.
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economic policy have undergone profound changes. e
information= technology revolution and the globalization of
matrkets have increased economic interdependence, making it
eggential that governments congider fully the international
dimensions of their deliberations.

8 He:nhﬁm‘ﬂ'eﬂ Z"fﬁarp contrast between the 1970 and
19808. The former was a decade of high and rising inflation,
declining productivity growth, policies dominated by short=term
considerations, and fregquently inadeguate interpational policy
cooperation. In the 1980s inflation has bean brought under

control, laying the basis for sustained strong growth and
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improved prudu:t1v1ty.tﬁﬂpwav&r; the 1980s have alB0 sean the

emergenca of large external imbalances in the major industrial
aconomies, greater exchange rate volatility, and debt-servicing
difficulties in a number of developing countries. Our response
to these developments was an increased commitment to
international cooperation, resulting in the intensified process
of policy coordination adopted at the 1986 Tpkyu Supmit and _

d e iy e J
further strengthened at the Venice Summit.L and in the G=7—forew.

&, Summits have proven an effective forum to address the
igsues facing the world aconomy, promote new ldeas and develop a
common sense of purposa. Esgpecially in the 1980s they have
helped bring about an increasing recognition that the eradication
of inflation and of inflationary expectations is fundamental to
sustained growth and job creation. That recognition has been
underpinned by a shift from short-term considerations to a
medium=term framework for the development and implementation of

-

economic policies, and a commitment to improye EfFici&gqy and

l'.r.'rlr B i

adaptability through greater reliance onmarket fﬂrcag;and
structural refnrmfin a context of supportive social p:GgIams;
Over this pericd ;lsu we have singled out for concerted attéﬁtinn
a number of other issues of decisive importance: the overriding

nead to resist protectionism and strengthan the open,

multilateral trading system; to maintain and strengthen an




effective strategy to address the challenge of development and

ﬂ_n:__.n..
alleviate the burden of debt; and to eome—tEH grips with the

gerious nature of the world agricultural problem.

-
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s Bince wa last met; our econcmies have kept;grawiﬂg
e

strongly and are now In thelf sixth yea¥ of économic expansitn.

Employment has continued to expand, inflation has been restrained,
and progress has been made toward the correction of major external
imbalances. These encouraging developments are cause for optimism,
but not [or complacency. To sustain non-inflationary growth will

require a commitment to enhanced cooperation. This is the key to

credibility and pﬁfﬂ#% confidenca.

INTERNATIONAL ECONOMIC POLICY COOFPERATION

Macroeconomic Policies and Exchange Rates

B. At the Tokyo and Venice Summits apd—imr—the Group of S&EvEn
~Eorull, OUr countrie=s have developed and strengthened the ji=—=a-a9
coordinaticon of our economic policies. Developments in the wake
of the financial strains last October demonstrate the
affectiveness and resilience of the arrangements that hava
emarged. The policies, the short-term prospects, and the

medium-term objectives and projections of our economies are being

discussed regularly in the Group of Seven. The policies and
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performance are assessed on the basis of economic indicateors. We

welcomae the progress made in refining the analytical use of

indicatoras, as well as the addition to the existing indicators of

a :ummndity price indicator. e
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A0 b}ﬂ DHT’EUhnEE;bE have undertakEH a Eerlpa nf fiscal,
[ en i el

monatary and structural policies tn foster the ad]UEtmEnt to more
sustainable economiec and financial pesitions in the context of
non-inflationary growth. Efforts in those directions, including
continued reduction of budgetary deficits, will continue. We
reaffirm our determination to follow, and, wherever feasible,
s'r&ngtqen our agreed strategy of coordinated efforts to reduce
{gggéglhé-zh countries with large external deficits and to sustain
;he momentum of domestie demand in those with large external
gurpluses. The reduction of large external imbalances, however,
will require not only our cooperative efforts, but also those of

smaller economies, i1ncluding newly industrializing economies, with

large external surpluses.

8. The exchange rate changea in the past three years,

especially thﬂlfﬁgéjdﬂpfﬂﬁiﬂtiﬂn of the U,5. dollar against the

Japanese yen and the major European currencies, have played a
major role in the adjustment of real trade balances., We endorse
the Group of Seven's conclusion that either exceggive fluctuation

of exchange rates, a further decline of the dollar, or a rise in




the dollar to an.extent that becomes destabilizing to the
adjustment process, could be counterproductive by damaging growth

progspects in the world economy.

Structural Reforms

a9, International cooperation involves more than coordination
of macroeconomic policies. Structural reforms complement

macroeconomic policies, enhance their effectiveness, and provide
; r g
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10. We will continue to pursue structural reforms by, removing
T i | :
barriers.gtﬂntrﬂls and regulations; increasing exposure—tH Market
. . . ~ e Fo. .

competition, while mitigating ;qy‘pﬁdq;ﬁlé adverse effects on

social groups or regions:; removing disincentives to work, save,

and invest, such as through tax reform: and by improvingHihan

rESoUTce develeopment through education and training. The specific

priorities that each of us has identified are outlined in the

attached Annex.

Ll. We welcome the further development of the OECD's
gsurvelllance of structural reforms. Such surveillance would be
particularly usaful in improving publiec understanding of the
reforma by revealing their impact on government budgets, consumer

prices, and international trade,




End of para 12

More market oriented agricultural policies should also
achieve important objectives such as preserving rural areas and

family farming, raising quality standards and protecting the

environment. We welcome the OECD's increased emphasSis ©n

sbtructural adjustment and development in the rural economy.




12. One of tha major structural problems in bath developed
and developing countries is in the field of agricultural
policies. Important steps to reduce the overproduction have
already taken place. It 13 essential that policy reform efforts

should be continued through further positive actions by all Summit

participanta, [The primary objective of agriculture imall-our

countries is to satiafy.tha dema;éufur food in the most ecornomical
way—pessible,] [Other important objectives such as satisfactory
levels of farm incomes, the preservation of rural communities and
environmental protection [should] be achieved with less
interference in markets.] We welcome the DECD's increased
emphasis on structiral adjustment and develapment in the rural

BCOnOmY .

13. Financial and technological innovations are rapidly
integrating financial markets internationally, contributing to a
better allocation of capital but also increasing the speed and
extent to which disturbances in one country may be transmitted
other countries. We will continue to cooperate with other
countries in the examination of the functioning of the global

financial system, including securities markets,
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MULTILATERAL TRADING SYSTEM/URUGUAY ROUND

14. A successful Uruguay Round will assure the integrity of

an open, predictable maultilateral trading system based on clear

ruleEF At Punta del Este, Ministers committed themselves to

further trade liberalization across the wide range of goods and
garvices, including such new areas as trade-related intellectual
property and trade-related investment measures, and to strengthen
the multilateral trading system. / Countries must continue to

resist protectionism and the temptation to adopt unilateral
= 0 . —— iy
measures outaide the fram&wu:k uf GATT rules T G f Torre=S
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158.We welcome the Fre& Ttaﬂe Agreement between Canada and the
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USA. We also welcome the steady progress towards the target of
the Buropean Community to complete the internal market by 1932,
It is our policy that these devalopments, together with other
moves towards regional cooperaticon in which our countries are
involved should support the open, multilateral trading system and

the liberalizing impact of the Uruguay Round.

16. We attach major importance to strengthening the GATT itself,
particularly the surveillance of trade policies and dispute
gettlement procedures. It is vital that the GATT become a more
dynamic and [policy oriented] organization, with greater

Ministerial involvement, and strengthened linkagas with other




/€. We attach major importance to strengthening the GATT
itself. It is wital that the GATT become a more dynamic and
affective organization, particularly in regard to the

surveillance of trade policies and dispute settlement

procedures, with greater Ministerial involvement, and

strengthened linkages with other international organizations.

GATT disciplines must be tightensd aoc that members accept their
and ensure thatl disputes are resolved speedily,

cbligations
effectively and equitably.

I.'I .
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international organizations. GATT disciplines must be tightened
sa that members accept their obligations, and ensure that disputes

are resolved speedily, effectively and eguitably.

1T. Trade plays a key role in development. We encourage the
developing countries, especially the newly industrializing
economies, to undertake increased commitments and obligations and
a greater role in the GATT, commensurate with their importance in
international trade and in the international adjustmeant process,
as wall as with their regpective stages of development. Equally,
developed countries should continue to sErive to ensursa more open

markets for the exports of developing countries.

18. In agriculture, continued political impetus is essential
to underpin the politically difficult efforts at domestic policy
reform and to advance the equally difficult and related process of
comprehensive agricultural trade reform. Although significant
progress was made in 1987 in the Uruguay Bound negotiations; with
the tabling of major proposals; it is necessary to ensure that the
Mid=Term Review in Montreal in December, 1988 Fdda impetus to the
negotiations in this as 1n other fields., Wea ;:;;Ert efforts to

adopt a framework approach, including short as well as long term

alementzs which will promote the raform process as launched last

year and relieve current strains in agricultural markets. This

would be facilitated by agreement on a device for the measurement




of support and protection. Also; ways should be developed to take

account of food security and social concerns. BAny short term

measures would need to be a step fnrward_teuuiqfthn long term

goals. The objective of the framework’ would be to make the

agricultural sector more responsive to market signals.

18, As the Uruguay Round enters a more difficult phase, it is
vital to ensure the momentum of these ambitious negotiations. The
Mid-Term Review will provide a unique cpportunity to send a
credible political signal to the trading world. The greatest
possible advance must be made in all areas of the negotiations, so
as to reach before the end of the year the stage where tangible

prngreii ?gn be registered, To this end, all-participants shewld

§ i £r - = v o ¥

geek to-agrde on framework approaches in the negotiations, T
e . '

inclode fundamental reform of GATT rules, market access,

N T R, BT R, [ Sasal ey
agriculture, /trade in searvices, trade related intellectual
3

property jand trade related investment measures.  For our part, we

P
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are committed to ensure that the Mid-Term Revieaw satablishes a
gnlid base for the full and complete success of the negotiations,

in adcordance with the Punta del Este Declarakion.

20. We all recognize the critical and expanding role of
international investment in the world esconomy and share a deep

concern that increased protectionism would undermine the benefits




of open investment policies. We resolve to progressively
liberalize international investment policies and urge other

colintries to do likewisze.

HEWLY INDUSTRIALIZING ECONOMIES

2. Certain newly=-industrializing economies (NIEs) in the

Asia-Pacific region have become increasingly important in world
trade, Although these economies differ in many important
raspects, they are all characterized by dynamic, export-led growth
which has allowed them to treble their share of world trade since

1960. Other outward-oriented Asian countries are also beginning

to emerge as rapidly-growing exporters of manufactures. With

increased economic importance come greater international
responsibilities and a strong mutual interest in improved
constructive dialogue between the industrialized countries and the
Azian MIEs, as well as the other outward-oriented countries in the
regqion. The dialogue ghould centre on cooparative efforts in the
near term to achieve the international adjustment necessary for
sustained, balanced growth of the world economy. The development
of informal processes which would facilitate multilateral
discussions of issues of mutual concern such as macroeconomic,

trade and strotural adjustment policies should be encouraged.




DEVELOPING COUNTREIES AND DEBT

22 The performance of developing countries has become
increasingly important to the world economy. The situation of
individual developing countries wvaries widely; many still face

serious economic difficulties. Central to the prospects of all is

T &

gtrong amd sustainable world growth, an cpen trading syatem,
adegquate financial flows and, most importantly, a commitment by

these countries to appropriate economic reform.

Middle=Income Countries

Z23. A number of highly-indebted middle-income countries
continue to have difficulties servicing their external debt and
generating the investment necessary for sustainable growth. The
markat-oriented, growth=led strategy based on the case-by—-case
approach remains the only viable approach for overcoming their

external debt problems.

24, We are encouraged that many indebted countries have begun
P A AR

l
thE,prb:EEB of macroeconomic adjustment and structural reform

necessary for sustained progress; encouraging the return of flight
capital and new investment flows. The success of these afforts is
essential for improving the economic performance and strengthening

tha creditworthiness of these countries.




P We note that in recent years there has been
increasing recourse to innovative financing technigques. The
important characteristics of these techniques are that they
are voluntary, market-oriented, and applied on a case-by-case
basis. The "menu approach" has engendered new financial
flows and, in some cases, reduced the existing stock of debt.
The flexibility of the present strategy would be enhanced by

the further broadening of the menu approach and the

encouragement of innovative financing techniques to improve

the gquality of new lending, but particular initiativessq:il-l-
1

have to be carefully considered. =

27.bis We strongly support the full implementation of thE"
World Bank's General Capital Increase to strengthen the
Bank's capacity to promote adjustment in middle=-income
countries. Wa also support greater AWareness by
international financial institutions of the environmental

impacts of their development programs.
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CONFIDENTIAL

POLITICAL DECLARATION

1. EASI-WEST

e We the leaders of our seven countries, and the
representatives of the European Community, uphold common
principles of freedom, respect for {ndividual rights, and the
desire of all men to live in peace under the rule of law. Our
peoples stand in solidarity within the framework of our
existing alliances for the cause of freedom, to safeguard
democracy and the prosperity which it has produced. In our
discussions we considered how these goals and values could be
pursued in the Ffield of forelgn affairs, particularly with

regard to East-West relations.

N We began discussions of the full range of regional
questions and these discussions are continuing throughout the

Sumnits

1. We confirmed our belief in constructive and realistie
dtalogue and cooperation, including arms control, human rights

and reglonal issues, as the way to build stabilirey between East
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and West and enhance security at lower levels of arms. We also
reaffirmed that for the foresepeable future noclear deterrence
and adequate conventional strength are the goarantees of peace

in freedom.

&, 1n several important respects changes have taken place
in relations between Western countries and the Seviet Union
since we last met. For our part this evolution has come about
becsuse the industrifalized democracies have been stromg and
united. In the Soviet Unlon greater freedom and openness will
offer opportunities to reduce mistrust and bulld confidence.

Each of us will respond positively to any such developments.

B We welcocme the beginning of the Soviat withdrawal of

iteg occupation troeps from Afghanistan. It must be total and

apply te the entire ¢ountry. The Afghan people must be able teo

chocse thelr government freely. Each of us confirms our
willingness to make our full centribution to the effeorte of the
international community te ensure the return of the refugees to
their homeland, their resettlement, and the recenstruction of
their country. We now look to the Soviet Uniom to make a
constructive contribution to resolving other regional conflicts

as well.

6. Since our last meeting, progress has been made between

the United States and the Soviet Union in agreeing to reduce
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ruclear weapons Iin & mannmer which accords fully with the
gecurity interests of each of our countries. The INF Treaty,
the direct result of Western firmness and unity, ie the first
treaty ever acteally to reduce nuclear arms. It sets vitally
important precedents for future arms control agreements:
asyonmetrical reductions and intrusive verification
arrangements. We now loek for deep cuts in U.5. and Soviet
strateglc offensive arms. We congratulate President Reagan on
what he has already accomplished, along with General Secretary

Corbachev, tovards this geoal.

i Nonetheless, the magssive presence of Soviet

conventional forces in Eastern Eurcpe, the ensulng conventional

superiority of the Warsaw Pact, and its capacity tp launch
surprise attacks and large acele coffensive cperations, lie at
the core of the security problem in Europe. The Soviet
milicary bulldup ia the Far East is equally a major source of
instability in Asia. These threats sust be reduced. Our goal
18 enhanced security and stability at lower levels of forces,
after having eliminated the present asyssetries. We seek the
early establishment of a comprehensive, effectively verifiable

and truly global ban on chemical weapona.

B. Genuine peace cannot be establisghed solely by arma
control. It must be firmly based on respect for fundamental

human rights. We urge the Soviet Union to move forward 1in
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ensuring human dignity and freedoms and to implement fully and
atrengthen substantially its commitments under the Helsinkl
process. Recent progress wust be enshrined in law and
practice, the painful barriers that divide people must come

down, and the obstacles to ewmigration must be removed.

9. We pay especial attention to the countries in Eastern
Eurcpe. We encourage them to opeén up their economies and
socleties, and to improve respect for human rights. Ia thia
context we support the continuation and strengthening of the

Helsinki process.

10. We take positive note of Eastern countries' growing
interest in ending their economic isolation, for example in the
gatablishment and development of relationa with the European
Comnunity. Emsst-West economic relations can be expanded and
gerve our common interests o long as the commercial basis is
gsound, they are conducced within the framework of the basie
principles and the rules of the international trade and
payments system, and are consistent with the security

interests of each of our coumtries.

TERRORISH

11, We strongly reaffirm our condemnation of terrorism inm

all 1ts forme, including the taking of hostages. We remew our
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commitment to policlies and measures agreed st previous Summits,

{n particular those agalnst state-sponscred Eerrorism.

e We gtrongly condemn recent threats te alr security, in
particular the destruction of & Korean airliner and the
hijacking of a Fuwaitl alrliner. We recall the principle
affireed In previous declarations that terrorists must not go
unpunished. We appeal te all countries who are not party to
the Iinternational conventions on civil aviation security, in
particular the Rague Convention, teo accede to those

conventionss

13, Ve express support for work currently under way in the
International Civi]l Aviation Organfization aimed at
strengthening international protection against hijackings. We
welcome the most recent declaration adopted by the ICAQD Couneil
vhich endorses the principle that hijacked aircraft should not
be allowed to take off once they have landed, except in

circumstances as specified in the 1ICAD declaraticom.

154, We welcome the adoption this year in Montreal and Rome

of two international agreements on aviation and maritice

gecurity to enhance the safety of travellers.

15. We reaffirm our determination to continue the fight
againet terrorism through the application of rule of law, the
pelicy of no concessions to terrorists and thelr sponsors, and

intarnational cooperation.
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NARCOTICS

16, I11lcit narcotics trafficking poses grave risks to the
peoples of Summit countries as well as the peoples of source and
transic countries. There 18 an urgent need for {msproved
international cooperation in all apprepriate fora on programs to

counter all facers of the 1llieir drug problem, in parricular

production, trafficking, and financing of the drug trade. The

complexity of the problem requires additional international
cooperation, in particular te trace, freeze and confiscate the

proceeds of drug traffickers, and to curd money laundering.

17, We supported the Iinitiative of the Government of the
Unfted States for a special task force to be convened of officials
from Summit countries concernmed with the fight against narcotiea.
This task force should propose methods of improving cooperation inm

all areas including national, Bilateral and multilateral efforts.

19, We look forvward to the successful negotistion in Vienna

in November of a United Mations Convention on {1licic trafficking.
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EAST-WEST DECLARATION

| We the leaders of our seven countries, and the
representatives of the European Community, upheold common
principles of freedom, respect for Iindividual rights; and ths
deslre of all men to live Iin peace under the rule of law. OQur
peoples stand in solidarity within the framework of our
exlieting alliances for the cause of freedom, Eto safeguard
democracy and the prosperity which it haes produced. Im our
discusslions we considered how these goals and values could be
pursued in the fields of foreign affaire, particularly with

regard to East-West relati{ions.

i We confirmed our belief in constructive and realistie

dialogue and cooperation, Iincluding arms control, human rights
and reglonal issues as the way to build stability betwveen East

and West and enhance security at lower levels of arms:. We also

reaffirmed that for the.fo¥_~ sable future nuclear deterrence -

and adequate conventiconal strength sre the guarantees of peace

in freedom.
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; In severadal important respecte changea have taken place
in relatlons between Western countries and the Soviet Union
gince we last met. For our part this evelution has come about
because the industrialized democracies have been strong and
united. In the Seviet Union greater freedom and openness will

offer opportunities to reduce mistrust and build confidence.

Each of us will respond posltively to any such developmenta.

G We call upon the Soviet leadership to play a
responsible role on issues of common concern. We welcome the
beginning of the Soviet withdrawal of its occupation trocops
from Afghanistan. It must be total and apply to the entire
country. The Afghan people must be able to choose their
government freely. Each of us confirms our willingness to make
our full comtribution to the efflorts of the International
community te ensure the return of the refugees to their
homeland, thelr resettlement, and the reconstruction of thelr
countrys We now look to the Soviet Uniocn to make a
constructive contribution to resolving other regional comflicts
as well.

2 = ii_f' - -
. Einece our last meeting, progress has been made between

the United Scates and the Soviet Unlon in sgreeimg to rudqpt
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nuclear weapong in a manmer whiéh accorde fully with the
gecurity intereste of sach of our countries. The INF Treaty,
the direct result of Western firmmness and unity, Is the first
treaty ever actually to reduce nuclear arms. It sets vitally
important precedents for future arms control agrecmemnts:
gaymmetrical reductions and intrusive werificaction
arrangemeéntsas We now look for deep cuts inmn U.5. and Sowviet
strateglie offensive arms. We congratulate President Reagan on
what he has already accomplished, along with General 3ecretary

corbachev, towards this goal.

b Nonatheless, the massive presence of Soviet
conventional forces in Eastern Eurcpe, the ensuing conventional
guperdiority of the Warsaw Pact, and its capacity to launch
surprise attacks and large mcale offensive operaticons, lie &t
the core of the security problem in Europe. The Soviet
milictary buildup in the Far East is equally a major source of
instability in Asia. These threats must be reduced, Our goal
is enhanced security and stability at lower levels of forces.l

We seek the early establishoment of a comprehensive, effectively

verifiable and-truly global ban on chemical weapons.
e

FEGC would like to add the following sentence at this
poliat: - i
"We pnoted the statement of Soviet Foreign Minister
Shevardnadze in his address to the United Nations
Speclal Assembly on Disarmament concerning
conventional arme contreol in Burope which should be
confirmed at the conference table.”
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fa Genuine peacea cannot be esztablished solaly by arms
contral. It must be Firmly based on reapeet for fundamental
human righte. We urge the Soviet Unien te move forwvard in
ensuring human dignity and freedoms& and te implement Ffully and
strengthen substantially 1ts commitments wnder the Helsinki
process. Recent progress must be Institutionalized, the

painful barriers that divide people must come down, and the

obscacles to emigration must be removed.

B We pey special attentionm to the countries in Eastern
Euvrope. We encocurage them to open up thelr economles and
gocieties, and to lmprove respect for human rights. In this
context we support the continuation and strengthening of the
Helsinki process.

9. We take positive note of Eastern countrieg'’

growving
interest In ending thelr economic 1solation; Eor exapple In the
establishwent and development of relations with the Eurcpean
Community. East-Weat economiec relationz cam be expanded and
gerve our common interests s$o0 long as the copmercial basis is
sound; they are conducted within the framework of the basic

= e e . &
principles and the rules of the international trade and

payments system, and are consistent with [our ruspagtivE]E

security interests.

French researve
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MIDDLE EAST

1f leaders wish to have text on the Middle East, paragraphs 1

and 2 are agreed.

1. We express our deep concern at the increasing
instability in the Hear East., The current vioclence In the
Occupied Territories is a clear sign that the status gquo is not
sustainable. An early negotiated settlement to the underlying
Arab/lsraeli dispute is essential. We declare our support for
the convening of a properly structured inteéernational conference
ag the appropriate framewvork for the necessary negotlations
between the parties directly concarned. In this perspective we

galute current efforte saimed at achleving a settlement,

including the initiative pursued by Mr. Shultz since February.

We urge the parties to cooperate fully in the search for a

solution.

——
LB L

2. We have pursue®d d%;:iansultafinnélahnﬁ: the continuing
war between Iran and Iraq, which remains a source of profound
concern to us. We reaflfirm our support for S&uurit;.Cnunczl
Fesoclution 598, which was adopted unanimously. We express our
warm appreciation for the sfforts of the Secretary General to
work for a2 settlement on thie bhzsls and relterate our

determination to ensure implementation of this mandatory

resoluotion by a follow=-up resolution [i{f compliance cannot
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determination to ensure implementation of this nandatory

regolution by & follow-up rescolution [1f compliance canmnot

be secured.]l We condemn the use of chemical weapons by

either party, deplore proliferation of balliscic missiles in

the region, and repnew aur commitment te wuphold the principle

freedom of navigetion in the GulE.

UV.8: reserve
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If leaders wish to have text on terrorlsm, the following

paragraphs are agreed language.

1 We strongly reaffirm our condemnaction of terrorlsm in
all its forme, including the taking of hostages. We renew our
commitment to policies and measures sgreed at previous Summits,

in particular those against state-spongored terrorism.

AR We strongly condemn recent threats to alr security, in
particular the destruction of a Korean airliner and the
hijacking of 2 Kuwaiti airliner. We recall the principle
gffirmed Iin previous declarations that terrorists must not go
unpuniahed. We appeal to all countries who are mot party to
the internationel conventioms on ciwvwil aviation security,; in
particular the Hague Convention, to accede to those

conventlions.

- i ..

1. We express support for work currently umder way in the

- - =3 -«

International Civil Aviation Organization aimed at
gtrengthening international protection agalingt hijackings. WHe
welcome the most recent declaration adopted by the ICAD Counecil

[which endorses the principle that hijacked aircraft should not
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be allowed to take off once they have landed, except fin certaln

specifiec circumstances.]|

4. We welcome the adoption this year in Montreal and Rome
of two international agreements on aviation and maritime

gecurity to enhance the safety of travellers.

5 We resffirm our determination to continue the fight
againat terrorism through the application of rule of law, the

policy of ne concessions to terroriste and their sponsors, and

international cooperation.

FRG, Fraoce, and Italy have reservatlons
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NARCOTICS

Il1licit narcotlieca trafficklng poses grave rilsks Eo the peoples of
Sunmit countries as well as the peoples of source and transit
countries. There is an urgent need for improved international
coopearacion in all appropriate fors on programs to counter all
facats of tha f111ic¢it drug problem, in particular, production,
trafficking, and financing of the drug trade. The complexity of
the problem requires additional international approaches, including
reinforcement of multilateral co-cperation. In this respect, we
look forward to the successfuol negotiatiom inm Vienna in November of

a United Wations Convention on fllicit trafficking.

We supported the initiative of the Government of the United States
for a speclal task force to be convened of offlelals from Summit
countries concerned with the fight against narcotics., This task

force should propose methode of improving cooperation in all areas

inecluding naticnal, bilateral and 101!iailﬂtﬂl efforcs.
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CAMBODTIA

A5 the recent message from Prince Sihancuk hazs reminded
us, the continuing Cambodian conflict and the suffering of

the Cambodian people i3 of deep concern. [We condemn

Vietnam's illegal occupation of Cambodia]” and join the

vast majority of the nations of the vworld in calling for
the prompt withdrawal of all Vietnamese troops. We
supporkt a political settlement in Cambodia which will
provide for Cambodian self-determination and lead to the

re-emergence of a free and independent Cambodia.

= French reserve
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SOUTHERN AFRICA

We declare our abhorrence of apartheid, which must be
replaced through a process of genuine pational negotiations by
a non-racial democracy. We deplore the continuing erosion of
fresdoms and democratic values in South Africa, in particular
the repnawal of the state - of emergensy, the harsh censorship
regime, and the prohibition of virtually all peaceful
opposition to apartheid. We are copncerned about legislation
designed to deprive anti-apartheid organisations of overseas
aid., Implementation of such legislation would place severe

strains on the relations each of us has with South Africa.

[We note the positive elements in President Botha's
speech of April 21, 1988 and, on that basis, look for a return

to the path of reform in South Africa. ]

We recognize bthe need for more effective coordination
of positive measures that support democratic forces which can
provide black South Africans with economic leverage and the
skills that will empower them to bring about a peaceful end to

apartheid,

We call for the release of all political prisoners.
All legal options available in South Africa should be used to
prevent the death penalty imposed on the Sharpeville 5ix from

Beéing carried ouk.




[We confirm our support for the efforts by SADCC
(Southern African Development Coordinatisn Conference) members
to develop and strengthen their economies. ] We attach
particular importance to the return to peace and stability in

Mozambigue.

We were upanimous in our Support for current
negotiations seeking national reconciliation within Angola and
an end to the Angola/Mamibia conflick. We strongly endorse the
goal of reaching by September 29, 1988, the tenth anniversary
of the UN Security Council Resolutiom 4135, full agreement among
all the parties on implementation of that resolution for the
independence of NWamibia and on complete withdrawal of all

foreign forces from Angola.
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SOUTH AFRICA

We declare our abhorrence of apartheid, which must be replaced
through a process of genuine naticnal negotliations by a non-—

racial democracy.
We expressed our urgent opinion on three particular matters:

(1) all legal options availahle in South Africa should

be used to secure clemency for the Sharpeville Six.

i2) the enactment of legislaticn designed to deprive
anti-apartheid organisations of overseas aid would place
severe strain on the relations each of us has with South

Africa.

(3) we strongly support the current negotliaticons
seeking national reconciliation within Angola, an end to
the Angola/Namibia conflict, and early implementation of

UN Security Council Resolution 435.

G

-ufﬁ'— ,-% Y '-"‘-@q_; :’1‘—1‘} '\‘1 Ci C.___
B T e

hl'-.-l""-l'_/fl/“lll.”’ré L(/E_f__)
N w250 ~A ) <
Lﬁbmd_____w_ .

_'—'—'-'_'_
=

.r'_'-.-'-'-'-




CONFIDENTIAL

10 DOWNING STREET
LONDON SWIA 2AA

From [he Private Secretary LY June 1988

TES‘UHrF‘EE*‘Lj i

PRIME MINISTER'S MEETING WITH ITALIAN PRIME MINISTER

The Prime Minister had a talk this morning with the Italian
Prime Minister bhefore the start of the Bconomic Summit in Toronto.
Signor de Mita was accompanied by his Diplomatic Adviser, Signor
Vattani.

Introduction

The Prime Minister said that she was glad to have the
opportunity to meet Signer de Mita befcre the start of the Summit.
She guite understood the reascns which had made it necessary
to cancel the planned bilateral summit in Italy. ESignor de Mita
explained that he had still been forming his government on the
date 1n guestion. He was looking forward to their meeting in
October. He was perfectly happy for this to take place in
Pallanza as planned, although that might be a little chilly in
October and he would be egually happy to move the meeting somewhere
further south. The Frime Minister suggested we stick to Fallanza.

Bilateral Defence Co-operation

=

The Prime Minisgter referred to the important collaboration
between Britain and Italy on the European Fighter Aircraft and the
EH 101 helicopter. BShe thought the European Fighter Aircraft was a
good project. But she was worried about the management arrangements
for the EH 1010 helicopter. It was vital to get these right since the
helicopter would play a very Important role in the defence plans
of both our countries. GSignor de Mita shared the Prime Minister's
assessment of the European Fighter ARircraft. He would lock into
the guestion of the management arrangements for the EH 101
immediately upon his return to Italy and would subsequently get
in touch with the Praime Minister.

Tornade for Jordan

The Prime Minister said that it was important to enable the
planned sale of Tornado to Jordan to go ahead. The Germans were
being difficult about credit and she would be raising the matter
with Chancellor Kohl later in the day. &he hoped that there was
no problem on the Italian side. Signor de Mita said there was no
difficulty in principle. Italy was favourable. But the precise
financial details remained to be worked out.

FAAOYATTY T ARTITETm T R T
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Arms for Argentina

The Prime Minister szaid that she was grateful for the restraint
which Italy had shown in not selling arms to Argentina. She hoped
this appreach would continue. She understoed their concern that
other countries should not undercut their pesiticn. She was
confident that the assurances which she had had from Frnace and
Germany were s¢lid. ESignor de Mita said that this was a very
delicate problems for Italy. Provided there was a general
prohibition observed by all the main countries on the sale of arms
to Argentina Italy would go along. It was important that no country should
try to use the situation to obtain an unfair advantage.

Proliferation of Weapons

Signor de Mita ¢continued that the wider guesticn of arms
gales to the Third World might also be addressed by this or a
future Summit, He was concerned by the contradiction between
efforts to work for peaceful solutions to regional conflicts
while pouring in arms to the countries concerned. The Frime Minister
sald that every country had a right te defend it=elf. The most
important tagk in thi= area was to stop the proliferatien of nuclear
and chemical weapons.

Middle East

Signor de Mita said that Ttaly had evidence of Israeli plans
to destrovy Saudi Arabia's Chinese missiles. This was a matter of
great concern since it would increase tension in the Middle East,
which was already high. The Prime Minister said that she thought
such an attack unlikely in the present situation. It had been useful
that Saudi Arabia had agreed to sign the Nuclear Non-Preliferation
Treaty. The mest important task was to continue to bring pressure to
bear on both Israel and the Arabs to enter negotiations. This could
not be done without the United States, which was the only country in
a position to bring serious pressure to bhear on Israel. She had
hoped that a major step forward would be taken under Fresident Reagan
but unfortunately the United States had been side-tracked by the
arms for Iran affair. There was now no realistic prospect of reaching
an international conference before the US and Israeli elections.
Mr. Shamir was taking a very hard-line position.

Signor de Mita shared the Prime Minister's analysis. He had
seen Shamir and had tried to make him realise that his uncompromising
position would lead to a loss of sympathy for Israel in the West
but he did not feel that he had made any impact. The Prime Minister
commented that, while the unrest in the occupied territories
continued, she feared that support would grow for Shamir's position
in Israel. Signor de Mita said that he agreed that there was
little immediate prospect of making progress towards an international
conference. But both the United States and the Eurcopeans must continue
toe press for it and to put forward proposals and suggestions.

Latin America

Signer de Mita said that he would like to talk tec the Prime
Minister on a future occasion about Latin America. The Prime Minister
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commented that it was a major problem area. The only country which
seemed to bDe on the way to overcoming its economic difficulties
was Chile. The situaticon in Argentina remained a matter for
concern. In many ways, President Alfonsin had done remarkably
well but even so he had not been able to overcome Argentina's
economic difficulties. Debt issues would of course be discussed
at the Summit but would focus on the problems of the poorest
countries in sub-Saharan Africa. The debt problems of Latin
America should continue to be dealt with on a case by case basis
with the full involvement of the IMF. To some extent, the Latin
Americans were thelr own worst enemies becuase they refused to
welcome foreign investment.

Signor de Mita said that he did not entirely share the Prime
Minister's views about Chile. Certainly the economic recovery
was important but the general condition of the people remained
poor. We sghould adopt a carefully modulated approach. More widely
he felt that the European Community; the United States and Japan
had a commeon interest in helping the Latin American economies to
develop. He did not entirely share the Prime Minicgter's view
of foreign investment: Italy had recently negotiated an investment
agreement with Argentina and hoped to complete one with Brazil
also. He would very much like to see a common approach by the
Eurocpean Community countries on these matters. The Prime Minister
commented that she thought that investment was something better
pursued ocn a bilateral basis.

State Visit

The Prime Minister said that we had been very sad that
President Cossiga had been unable to come on his State Visit.
He was & oreat friend to Britain. We hoped one day to reinstate
the wvisit, but it could not be yet. These visits were planned
long in advance and there were a number of countries to whom
invitations were outstanding. Signor de Mita said that
Fresident Cossiga was no less disappointed. But, under the
provisions of the Italian Constitution, he had no alternative bat
to remain in Ttaly during a Government crisis since the President
was the person with responsibility for soclving it.

I am copying this letter to Alex Allan (HM Treasury),
Brian Hawtin (Ministry of Defence) and to Trevor Woolley (Cabinet

Dffice) .
L iﬁnthrﬂju\‘,
%m

C. D. POMELL

A. C. Galsworthy, Esq., C.M.G., ,,w”"dfd

Foreign and Commonwealth Office.
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From the Privale Secretary 19 June 1988

En.u Hﬁhth

FRIME MINISTER'S MEETING WITH THE FEDERAL GERMAN
CHANCELLOR

The Prime Minister had an hour's talk with the Federal German
Chancellor before the start of the Economic Summit in Toronto today.
Herr Teltschik was also present. The Chancellor was in genlal mood
and recounted his assorted triumphs with even more relish than usual.

Before the meeting started the Prime Minister had intercepted
Herr Stoltenmberg in the corrider, on his way to meet the Chancellor
of the BExcheguer, and given him her views on the proposal for a group
of wise men to study European financial and monetary co-operation.
Herr Stoltenberg said that he agreed with the Prime Minister and
wished her success in conwvincing Chancellor Eohl.

Football Hoollganism

The Prime Minister said that she was angry and upset about the
behaviour of British football supporters in Germany. The firm
treatment meted out by the German police had been deserved. If any
British fans were convicted and imprisoned, we would be ready to make
arrangements for them to serve their sentences in the United Kingdom.
Chancellor Kohl said that he understood the Prime Minister's concern.
But it was not a problem of nationality: it was original sin, which
might equally appear in any country. He then told a long anecdote
about what his o0ld mum would have thought of it all.

Anglo/German Relations

The Prime Minister said that she was loocking forward to seeing
the Chancellor at Chequers. He should not believe what he read in
the newspapers about relations between the two of them and between
our countries. Some of the things said made her very cross.
Chancellor Kohl said that much of the German press was left wing
and would write anything which was damaging to him. Their objective
was to get rid of him because the left believed that it would be
easier to get its way in Germany if he were no longer on the scene.
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Domestic Politics in Germany

Chancellor Kohl said that he had a full agenda between now
and 1990. 1990 itself would be a lost year, with no less than
eight s=lections. He therefore had to push his major reforms
through the Government this year and through Parliament next year.
He had four mailn priorities: tax reform, to be completed very
shortly:; reform of the health service which was far too costly;
partial privatisaticn of the postal services; and pension reform.
There would be a major row on all four issues but he relished that.
His Party Conference the previous week had besn very successful.
The left wing press had predicted his defeat: instead it had been
an absolute triumph (modest as always). The Prime Minister commented
that reform of the health service would probably be the most difficult.
Chancellor Kohl agreed but added that people realised that the costs
had gone absolutely mad and that something had to be done. He was
optimistic that he would get his way on all feur points and would win
the next elections. The left would make the same mistake as in the
past, campaigning for the denuclearisation of Eurcpe. The Prime Minister
salid that she hoped that Chancellor Kohl would get back with a good
majority, preferably more than 50 per cent.

The Prime Minister congratulated Chancellor FKohl on the outcome
of the recent Council meeting which had agreed the Large Combustion
Plants Directive.

Tornado for Jordan

The Prime Minister rehearsed the background to the proposed
geale of Tornado to Jordan. It was very important to demonstrate
support for King Hussein and prevent him from turning to the
Soviet Unicn for his defence nesds. We had therefore negotiated
the sale of Tornadoc angd secured American permission for the
inelusion of components of US origin. We were also providing
substantial credit. She had spoken that morning to Signor de Mita
and Italy was ready to contribute its share of credit. It was
wvital that Germany should do so too.

Chancellor Kohl said the issue would be discussed within
the Cerman Government next week. The problem lay with Hermes:
credit had never sc far been extended for military sales outsids
the MATO area. The Prime Minister said that the German Government
must relax its rules. We could not possibly provide all the cradit
and it was wvital that the sale should go throuch. Germany did not
deploy itself forces outside the NATO area. There was no reason
why it should not help western interests in other ways.
Chancellor Kohl said he would loock further into the matter
immediately on his return and be in touch with the Prime Minister.

CONFIDENTIAL
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Financial and Monetary Co-operation

Chancellor Kohl said that one of the issues to be discussed
at the European Council in Hanover will be the setting up of a
group to report on possible developments in the monetary area.
Several proposals had been made: he was not committed to any of
them. One idea was that Central Bank governors should be appointed
to carry out any study. In his view that was a good idea. others
wanted an additional group of experts to give adwvice.

The Prime Minister said that it was first necessary to be
clear about the remit of a study. It was no good building castles
in the air about a Eurcpean Central Bank. There would not be such
a Central Bank until there was a single government, a single economic
policy and a single currency in Europe and that would never happen.
There were a number of more technical issues which could be
investigated, for instance greater use of the ecu and cross-holdings
of Community currencies in national reserves. As to who should
condict the study, she was absolutely against a group of wise men.
We were dealing here with money which was a serious matter. The
study should be conducted by Central Bank governors reporting to
Finance Ministers. G5She regretted that the proposal for a group of
wise men had ever been made, S5he understood that it emanated from
Herr Genscher. Chancellor Eohl said that this was not gquite fair:
the originators had been Helmut Schmidt and M. Giscard. The
Prime Minister continued that she very much agreed with the recent
article on the subject by Herr Poehl, who knew what he was talking
about. Chancellor Kohl concluded that he understood the Prime
Minister was agreeable to a study of practical co-operation in the
monetary area conducted by Central Bank governors. This caused
him no difficulty but we would have to see what others wanted.

Pregidency of the EC Commission

Chancellor EKohl asked whether the Prime Minister had yet
reached a conclusion about the re-appointment of M. Delors.
The Prime Minister said that the United Kingdom did not have
a candidate: she had wanted first to establish whether Germany
had somecne in mind and whether Mr. Lubbers would be available.
Chancellor Kohl said that Mr. Lubbers was definitely not a
candidate and he had no German candidate to propose. He
understood that the Netherlands, Belgium, Luxembourg and Italy
ware all ready to support the re-appointment of M. Delors. The
Prime Minister said that was all right by her. She presumed
the appointment would be for two years although in practice it
would be difficult not to allow him to continue for four years
if he wished. Chancellor Kohl said that no-one could predict
the course of French politiecs. But he was certain that M. Delors
would return to them one day, where he would be a useful bulwark
against the left. He had been worried about the likely leftward
bias of the new Commission, given that the Belgians would be
replacing de Clercqg with a socialist. But President Mitterrand
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had assured him that he would appoint only one socialist
and that the second French Commissioner would be from the
centre, He enquired whether the United Eingdom had yet
decided whom to nominate to the Commission. The Prime
Minister said that no decision had yet been reached but

there were likely to be changes.

I am copying this letter to Alex Allan (HM Treasury),
Brian Hawtin (Ministry of Defence) and Trevor Woolley (Cabinet

Office].

e é;:uh,le

N A

Charles Powell —

A.C. Galsworthy, Esg., CMG.,
Foreign and Commonwealth Office.
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FROM: T Richardson, ERD
DATE: 19 June 1988

oo PS/Secretary of State
Sir B Bralthwaite

o
o
P‘Ism}f. 10
4

{ff T understand that the Prime Minister asked:-

(a) whether wheat was covered by the US/Canada Free Trade
Agreement ;

(b) what tropical products of developing countries were we
and other industrialised countries keeping out?

2. The briefs available here do not cover these polnts, but I
have spoken to the Canadian and EC delegations, and what they
tell me sounds right.

Wheat

- Undar the US/Canada Agreement, all agricultural tariffs will
be eliminated over a 10 vyear period. There will be special
arrangements for wheat, where the Canadians have long-established
import restrictions dating back to the 1940s. They have agreed
to eliminate import licences on US wheat if and when the level of
Us support for wheat falls to the Canadian level of support. The
respective support levele will be measured by the QECD's PSE-
the first time that the PSE has been incorporated 1in an
international agreement. At present, I understand, US support ig
$50 a ton higher than Canadian support.

Tropical Products

4. The US produces sugar and citrus in competition with
developing country producers, and maintains highes tariffs in
these areas. canada permits duty-free entry for tropical
producers. The EC does likewise for beverages (coffee, tea,
cocoa, etc), though countries like Germany and Denmark maintain
internal consumption taxes on chocolate and cocoa. There are EC
tariffe on tropical fruits because (as in the US) some EC members
produce citrus.

-1 The EC has made the only serious negotiating offer in this
ares at Genava. It has offered to reduce (not eliminate)




consumption taxes on beverages, and to reduce tariffs on tropical
fruits.

6. The Punta del E=te declaration specifically singled out
tropical products as an area where early progress might be
feasible. This isg relevant to our objective at the Mid-Term
meeting in Montreal this December of achieving early results
where possible {as again provided for by the Punta declaratiom],
since tropical products is one of the very few areas of interest
to developlng countries that could be ripe for concrete market
opening decisions by early December.

-
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POLITICAL DECLARATION/ E=-%

L. We the leaders of our seven countries, and the
LA

representatives of the European Community, hold comnon
principles of freedom, respect for individual rights, and the

desire pf 2l1l men to live in peaca under the rrle af law. OQur
i & | l'

I 4 i o  Fre—aase e B Ty REPRTSICR
I

pecoples stand 1in snlidariCFJInr the cause of freeﬂuu, Lo
safeguard democracy and the prosperity which it has produced .
In our d{siJSﬁinnE we considéred how te—advance these goals and

|"_'.u:.-.4_!. =fa l.J-:r_.-.J'-.J.--.="
values]in the fields of foreign affairs, particularly with

regard to Eagt-West relatlons. [We also examined ..,]1

2. We confirmed our belief in constructive and realistie
dialogue and cooperation, including arme control, as the way to
build stability between Ezst and West and enhance gecurity at
lower levels of arms. We also reaffirmed that far the
foreseeable future nuclear deterrence and adequate conventional
strength are the guarantees of peace in freedom.

1 UsS.Ah. wishes to add another sentence to the effect

that leaders also examined the fight against terrorisam,
narcotiecs trafficking (and other topice as appropriatel.
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8 In several important respects changes have taken place
in relations bELWFﬂn Weatern countries and the Soviat Union

| ol sy
[

since we last met. | Phis evolution has come about because Lhe

industrialized democracies have been strong and united.and

beTaree- the inherent limitatinﬁs of ' the Su?ief social and

economlie system haveforced chermges fn Boviet pglfzféu. Z
Grantér freedom and openness Iinthe Soviet Unton will offer

opportunities to reduce mistrust and build confidence. Each of

us will respond positively to any such developments.

. We call upon the Soviet leadership to play a
responsible role onm issues of common coéncern. We welcome the
beginning of the Soviet withdrawal of {ite eccupatign troops
from Afghanistan. It must be total and epply to the entire
country. The Afghan people must be able to choose their
government freely. Each of us confirms ocur willingness to make
our full contribution to the efforts of the international
community to ensure the return of the refugees to thelr
homeland, their resettlement, and the reconstruction of their
country. We now look to the Soviet Union to make a
constructive contribution to resolving other regional conflices

as well.

3 Since our last meeting, progress has been made between

the United S5tates and the Soviet Unian 1in agreeing to reduce

France has a rederve insofi8r as this stdtement:

"touches on areas outside the compecence of the
Summit group" :
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nuclear weapons in & manner which accords fully wicth the
gecurity intereste of each of our countries. The INF Treaty,
the direct result of Western firmness and unity, {s the First
treaty ever actually te reduce nuclear arme. It sets vically
ilmportant precedents for future arme comtrol dgreements
agyometrical reductliong and intrusive verification
arrangements. We now look for deep cuts in U.5. and Saviet
gtrategic offensive arme. We congratulate President Eeagan on
what he has already accomplished, aleng with General Secretary

Gorbachev, towards this goal.

6. Nenetheless, the massive presence of Soviet
conventional forces in Eastern Europe, the ensuing conventional
superiority of the Warsaw Pact, and its capacity to launch
surprise attacks and large scale offensive eperations, lie at
the core of the security problem in Europe. The Soviet

military buildup In the Far East is equally a major source of

instablility Iin Asia. These threats must be reduced. )i Our

goal is enhanced security and stability at lower levels of
forces.* We seak {the early establishment nrf'ﬁ'raI a comprehensive,
effectively verifiable and truly glebal ban on chemical

WEAPOOS .

i — Fre&fch reservs on preceding section.

4 FRGC would like to add the following sentence at this
point:

"Ne noted the statement of Soviet Forelgn Hinistar
Shevardnadze in his address to the United Kationa
Special Assemwbly on Disarmament concearning
conventional arms control in Europe which should be
confirmed at the conference table.™

Proposed by FRGC and Iéaly. USA and French reserve.
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7w Genuine peace cannot be established solely by arms
control. It must be firmly based on respect for fundamental
human rights., We urge the Soviet ﬁhg Union to move forward in
ensuring human dignity and freedoms and to implement fully and
strenglhen substantially its commitments under the Helsinki
process. Recent progréss must be institutionalized, the
painful barriers that divide people pust come down, and the

obatacles to emigration must be removed.

E. We pay special attenticnm to the countries in Eastern
Europe. We encourage them to open up their economies and
socleties, and to improve respect for human rights. 1In this
context we support the continuation and strengthening of the

Helsinki process.

g We take positive note of Eastern countries' growing
interest in ending their economiec igolation, for example in the
establishment and development of relations with the European
Comaunity. East-West economic relations can be expanded and
EErVEe our common interests so long as the commercial basis 1is
sound, they are conducted within the framework of the basie

principles and the rules of the international trade and
-
-

= -
payments system, and are consistent with our|[Tespective

i
i ' g

gsecurity interests. . ooe O B
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If leaders wish to have text on the Middle East, paragraphs 10

and 11 are agreed.

10. We express our deep concern at the increasing
instability in the Near East. The current violence in the
Occupled Territories {s a clear sign that the status quo 15 mot
sustainable. An early negotiated settlesent to the underlying
Arab/Israeli dispute {5z essential. We declare our support for
the convening of a properly structured international conference
a8 the appropriate framework for the necessary negotiations
between the parties directly concerned. In this perspective we
salute current efforts aimed at achicving a settlement,
Including the initiative pursued by Mr. Shultz since L:k;ﬂf We

urge the partiss ta cocperate fully idn the search for a

aolurfocn.

11 We have pursued our consultations about the continuing
war between Iran and Iraq, which remains & gouree of profound
concern to us. We realfirm our support for Securlity Council
Resolution 598, which was adopted unanimously. We express our
warm appreclation for the efforts of the Secretary Ceneral to
work for a settlement on this basis and reiterate our
determination to ensure implementation of this mandatory

"

resolution by a follow-up resolution/if compliance cannot
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.ﬂ-ﬁnrr'w'tse be secured.® ye. condemn the wee aof chemiecal

veapons by either party, deplore preliferacion of ballistie
missiles in the reglon, and renev our commitment te uphold the

principle of freedow of navigation in the Gulf.

If leaders wish to have text an terrorism, paragraphs 11=15 are

agreed language.

12, We strongly reaffirm our condemnation of terrordism 1in
all its forms, {ncéluding the taking of hostages. We renew our
commitment to policies and measures agreed at previous Summits,

in particular those against state-sponsored terrorienm.

13. We strongly condeman recent threats to air security, in
particular the destruction af a Eorean airliner and the
hijacking of 2 Ruwaiti airliner. We recall the principle
affirmed in previous declarations that terrorists must not go
unpunished. We appeal to all countries who are not patty to
the international conventions eon c¢ivil aviation security, in
particular the Hague Convention, te accede to those
conventlions.,

U.85. wishes to delete words "if compliance cannot
otherwise be obrained"
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. 1& . We express support for work currently under way in the

International Civil Aviationm Urganization aiged at
strengthening international protection against hijackings.
{This includes measures to investigacte future hijackings, te
help countries to deal with hijackings, to strengthen security
guidelines and to endorse the principle that hijacked afrcraft
rhould not be allowed to take off once they have landed, apart

from excepticonal circumstances,)’

15. We welcome the adoption this yesr in Montreal and Rome
of two Intecmatiomal Bgreements on aviation and maritinme

gcecurity to enhance the safety of travellers.

16. We reaffirm our determinarfon to continue the fight
againet terrorism through the application of rule of law, the
pelicy of no concessions to Eerroriecs and their Bponsors, and

international cooperation.S

FRG, France, Japan and Italy have reservations

U.S5. wisheg to include the language on narcotics
agreed to at the final Sherpas' meeting and add to
it the wvords ﬁinﬂludingnfnfurcem&nt of multilateral
cooperation/, [steps to curb money laundering and stop
the flow of-precursor chemicals, and measures to
depriva nareotics traffickers of thelr ill=gotten
gains” aftgr the words "additional international
apprnnchena

-~
i i
4.5 )
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CHAIRMAN SUMMARY'S: MIDDLE EAST

We express our deep concern at the increasing instability
in the Near East. The current violence in the Occupied
Territories is a clear sign that the status guo is not
sustainable. An early negotiated settlement to the underlying
Arab/lsraeli dispute is essential. We declare our support for the
convening of a properly structured international conference as the
appropriate framework for the necessary negotiations between the
parties directly concerned. 1In this perspective we salute current
efforts aimed at achieving a settlement, particularly the
initiative pursued by Mr. Shultz since February. We urge the

parties to cooperate fully in the search for a =olution.

We have pursued our consultations about the continuing
war between Iran and Irag, which remains a source of profound
concern Lo us. We reaffirm our support for Security Council
Resclution 598, which was adopted unanimously. We express our
warm appreciation for the efforts of the Secretary General to work
for a settlement on this basis and reiterate our Firm
determination to ensure implementation of this mandatory
resolution by a follow-up resolution. We condemn the use of
chemical weapons by either party, deplore proliferation of

ballistic missiles in the region, and renew our commitment to

uphold the principle of freedom of nagivation in the Gulf.
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CHATRMAN'S SUMMARY: CAMBODIA

As the recent message from Prince Sihanouk has reminded

us, the continuing Cambodian conflict and the suffering of the

Cambodian people is of deep concern. We condemn Viet Nam's

illegal occupation of cambodia and Jein the vast majority of the
nations of the world in calling for the prompt withdrawal of all
Vietnamese troops. We support a political settlement in cCambodia
which will provide for Cambodian self-determination and lead to

the re-emergence of a free andg independent Cambodia.
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FPERESOHNAL REPRESENTATIVE OF THE PRIME MINISTENR

PARAGRAPHS 12, 15, 16, 1B and 19 IH THE ATTACHED
PAGES SEEE TO REFLECT THE DRAFTIHG SUGGESTIOHNS MADE AT
YESTERDAY 'S MEETING. MANY CHANGES ARE STILL SUBJECT TO

RESERVATIONS,

ATTACHED DRAFT OF PARAGRAFH 21 HAS BEEN SUBMITTED

£
Pl Ayt R

DELEGATE OF CANADA




Structural Reforms

9. International cooperation involves more than coordination
of macreoeconomic policies. Structural reforms complement
macroeconomic policies, enhance their effectiveness, and provide the
basiz for more robust growth.

10, We will continue to pursue structural reforms by remeving
barriers, controls and regulations; increasing exposure to market
competition, while mitigating any possible adverse effects on social
groups or regions; removing disincentives to work, save, and
invast, such as through tax reform; and by improving human rescurce
development through education and training. The specific priorities
that each of us has identified are cutlined in the attached Annex,

11s We welcome the further development of the OECD's
surveillance of structural reforms. BSuch surveillance would be
particularly useful in improving public understanding of the reforms
by revealing their impact on government budgets, consumer prices,
and international trade.

125 One of the major
structural problems in both developed and develeping countries is in
the field of agricultural policies. Important steps to reduce the
overproduction have already taken place. It iz essential that
policy reform efforts should be continued through further positive
actions by all Summit participants. [The primary cbjective of
agriculture in all our countries is to satisfy the demand for food
in the most economical way possible.] [Other important objectives
such as zatiafactory levels of farm incomes, the preservation of
rural communities and environmental protection [should] be achieved
Wwith less interference in markets.] We welcome the OECD's increased
emphasis on structural adjustment and development in the rural

eco ﬂl:lﬂ]'hl" *

13. Financial and technoleogical innovations are rapidly
integrating financial markets internationally, contributing to a
better allocation of capital but also increasing the speed and
extent to which disturbances in one country may be transmitted to
other countries. We will continue to cooperate with other countries
in the examination of the functioning of the global financial
system, including securities markets.

MULTILATERAL TRADING SYSTEM/URUGUAY ROUND

14. A successful Uruguay Round will assure the integrity of an
open, predictable multilateral trading system based on clear rules.
At Punta del Este, Ministers committed themselves to further trade




il

liberalization across the wide range of goods and services,
including such new areas as trade-related intellectual property and
trade-related investment measures, and to strengthen the
multilateral trading system. Countries must continue to resist
protectionism and the temptation te adopt unilateral measures
oputside the framework of GATT rules,

15.We welcome the Free Trade Agreement between Canada and the

USA. We also welcome the steady progress towards the target of the
European Community to complete the internal market by 1992, It is
our policy that these developments, together with other moves
towards regional cooperation in which our countries are involved
should support the open, multilateral trading system and the
liberalizing impact of the Uruguay Round.

16, We attach major importance to strengthening the GATT
itself, particularly the surveillance of trade policies and dispute
settlement procedures. It igs vital that the GATT becomes a more
dynamic and [policy oriented] organization., with greater Ministerial
involvement, and strengthened linkages with other international
organizations. GATT disciplines must be tightaned so that members
accept their obligations, and ensure that disputes are resolved
speadily, effectively and aquitably.

17, Trade plays a key role in development. We encourage the
developing countries, especially the newly industrializing
economies, to undertake increased commitments and obligations and a
greater role in the GATT, commensurate with their importance in
international trade and in the international adjustment process, as
wall as with their respective stages of development. Egually,
developed countries should continue to strive to ensure more open
markets for the exports of developing countries.

18, In agriculture, continued political impetus is essential
to underpin the politically difficult efforts at domestic policy
reform and to advance the equally difficult and related process of
comprehensive agricultural trade reform. Although significant
progress was made in 1987 in the Uruguay Round negotiations, with
the tabling of major proposals, it is necessary to ensure that the
Mid=-Term Review in Montreal in December, 1988 adds impetus to the
negotiations in this as in other fields. We support efforts to
adopt a framework approach, including short as well as long term
elements which will promote the reform process as launched last year
and relieve current strains in agricultural markets. This would be
facilitated by agreement on a device for the measurement of support
and protection. Also, ways should ba developed to take account of
food security and social concerns. Any short term measures would
need to be a step forward toward the long term goals. The objective
of the framework would be to make the agricultural sector more
responsive to market signals.
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19. As the Uruguay Round enters a more difficult phase, it is
vital to ensure the momentum of these ambitious negotiatiens. The
Mid-Tarm BReview will prﬂﬂiﬂe a unigue gpp.;}rl:unj_t}r to send a credible
political signal to the trading world. The greatest possible
ddvance must be made in all areas of the negotiations, soc as to
reach bafore the and of the year the stage where tangible pProgress
can be registered. To this end, all participants should seek tg
agrae on framework approaches in the negotiations. [These include
fupdamental raform af GATT ].".llEE.. market access, agrifulture, trads
in services, trade related intellectual property and trade related
investment measures.] For our part, we are committed to ensure that
the Mid-Term Review establishes a solid base for the full and
complete success of the negotiations, in accordance with the Punta
del Este Declaration.

20. We all recognize the critical and expanding role of
international investment in the world economy and share a deep
concern that increased protectionism would undermine the benefits of
open investment policies. We resclve to progressively liberaliza
international investment policies and urge other countries to do
likewise.

HEWLY INDUSTRIALIZING ECONOMIES

21. Certain newly-industrializing economies (NIEs) in the
Rgia-Pacific region have become increasingly important in werld
trade. Although these economies differ in many important respects,
they are all characterized by dynamic, export-led growth which has
allowed them to treble their share of world trade since 1960. Other
outward-oriented Asian countries are also beginning to emerge as
rapidly-growing axporters of manufactures. With increased economic
importance come greater international responsibilities and a strong
mutual interest in improved constructive dialogue between the
industrialized countries and the Asian NIEs, as well as the other
cutward-oriented countries in the region. The dialogue should
centra on cooperative efforts in the near term to achieve the
international adjustment necessary for sustained, balanced growth of
the world economy. The development of informal processes which
would facilitate multilateral discussions of issues of mutual
concern such as macroeconomic, trade and strctural adjustment
policiaes should be encouraged.

DEVELOFPING CCOCUMTRIES AMD DEBT

22 The performance of developing countries has become
increasingly important to the world economy. The situation of
individual developing countries varies widely: many still face
serious economic difficulties. Central to the prospects of all is
strong and sustainable world growth, an open trading system,
adequate financial flows and, most importantly, a commitment by
these countrieg to appropriate economic reform.




KEWLY INDUSTRIALIZIHNG BECONOMIES

21, Certain newly=industrializing economies (NIEs) in the
Asia-Pacific region have become increasingly important in world
trade., Although these economies differ in many important respects,
they are all characterized by dynamic, export-led growth which has
allowed them to treble their share of world trade since 1960, OQther
outward-oriented Asian countries are alsc beginning to emerge as
rapidly=-growing exporters of manufactures. With increased economic

importance come greater international responsibilities and a strong

mutual interest in improved constructive dialogus and cooperative

efforts in the near term between the industrialized countries and
the Agian NIEs; as well ag the other outward=oriented countries in
the region. The dialogue and cooparative efforts should centre on
such araas as exchange rates, macroeconomic, trade and structural
adjustment policies to achieve the international adjustment
necesgary for sustained, balanced growth of the world aconomy. We
encourage the development of informal processes which would
facilitate multilateral discussions of issues of mutual concern and

fostar the necessary :nnperatiue actions on an urgent basig.




DEET OF THE POOREST

NOTE BY THE UNITED EINGDOM

1. At the Venice Summit we recognised that the problems of some
of the poorest countries, principally in Sub-Saharan Africa, were
uniguely difficult and needed special treatment. For those
countries who were pursuing appropriate adjustment policies, we
welcomed proposals some of us had made for the easing of Paris

Club and other bilateral debt and for an expanded IMF facility.

We urged a conclusion of discussion by the end of 1987.

2. We met that timetable with the IMF's Enhanced Structural
Adjustment Facility but not with the other proposals. It is
important that we now agreea, here in Toronto, a substantive
scheme which can be set out in the Communigue, with the final
detalls to be settled in the Paris Club.
3. Three linked ideas have been put forward:-

{1] Longer rescheduling and grace periods.

(2] Concessional interest rates.

{3) Writing-off of principal.
4. Az far as ODA loans are concerned, several creditor
countries have already taken action to write off the entire
principal. This 1is the most appropriate solution for that
portion of the debts. Those whe have not yet taken such action
are urged to do =o.
8. That leaves the Paris Club debts, which arise mainly from

officially-quaranteed export credits. What is needed is an




Qre&ment among creditor countries under which each creditor can

choose the option he prefers (subject to paragraph 7 below). The
terms of the different options need to be designed as far as
possible to maintain an equitable sharing of costs and risks.

6. In order to achieve this, rescheduling pericds and grace
periods will need to be different for the different options. The
three options could thus be specified as follows:-

(A) Extend the repayment period for the debt under
negotiation to 25 years. Interest would be payable at
normal Paris Club rates.

Reduce the interest rate to a rate 3 percentage points
below the normal Paris Club rates. The debt under
negotiation would be repaid over 15 years.
Write-off one-third of the debt under negotiation. The
remaining two-thirds would then be repaid over 10 Years.
Interest would be payable at normal Paris Club rates.
In each case, there would be an initial grace period of half the
total pericd of repayment.
T Creditor countries should be urged to adopt options (B) or
(C), which offer a genuine reduction of the ultimate debt burden,
unless they have insuperable objections against doing so.
8. In the event of any "Toronto reschedulings" oan these terms
having to be further rescheduled during the life of the initial
agreements, normal Paris Club rates of interest would apply but
arrangements should be made which preserve the differential

treatment of the three options.




9. It is important that an agreement, and any cholice between

different options, should be decided by the creditors, and not be

matters for negotiation with the debtors.

10. The Paris Club should be invited to work out urgently the

details of an agreement on these lines.
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PRIME MINISTER* FREMIER MINISTRE

TORONTG, ONTABRILO
June 18, 1988

Dear Margaret,

It is a gresat pleasure for ma to welcome yYou to
Toronto and to the fourteenth Economic Summit. As a veteran
of nine previous Summits, you bring an unrivalled wealth of
experience and insight to our meetings. I know that you
will once again be making a2 major contribution towards a
successful and productive meeting.

on behalf of the Government and pecple of Canada,
1 am pleased to present to you the stona carving "Sedna", by

tha Inuit artist Naomil Akavalk.

I look forward to working with yoo over the next
few days.

Youra sincerely,

o

The REight Honourable Margaret Thatcher
Prime Minister of The United Kingdom
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Extarnal Affzirs Affairas exférioures
Canada Caneda
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and Personal Hepresentative of the @l fapidsenlanle porsanneie du

Prirmie Minisiar, Prgrmiar minisire
Economic Summil pour la sommat dconomique

Dear Higel:

s agreed; T enclose a copy of the Draft BEconomic
Declaration. I loock forward to discussing this with yYou tomorrow
Erom 12:00 to 14:30 1n the Humper Hoom in L'HOtel.

¥OUurs sinceraly,

#

P A
J-fif?j’fﬂfﬂ

Svlivia

Mr. Migel Wicks
Principal Private Becretary to khe Prime Minister

.

125 promenade Sussex Drive
Critawe, K14 0G2
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TORONTO ECONOMIC SUMMIT

Draft Economic Declaraticn

1 75 We, the Heads of State or Government of seven major
industrial nations and the President of the Commission of the
Eurcopean Communities, have met in Toronto for the fourteanth
annual Economic Summit. We have drawn lessons from the past and
lookad ahead to the future.

8 Over the past fourteen years, the world economy and
econcmic policy have undergone profound changes.;/ The information-
technolegy revolution and the globalization of markets have
increased economic interdependence, making it essential that
governments consider fully the international dimensions of their

deliberations.™ o | e " 23-Toa L

o |E; cbsarved a aharghgmntrast batween the 19705 ana
19805, The formar was a decade of high and rising inflation,
declining productivity growth, policies dominated by short-term
considerations, and frequently inadeguate international poliey
cooperation. In the 1980e inflation has been brought under
control, laying the basis for sustained strong growth and improved
productivity. However, the 1580s have also seen the emergence of
large external imbalances in the major industrial economies,
greater exchange rate volatility, and debt-servicing difficulties
in a number of developing countriea. Our raesponse to these
developments was an increased commitment to inte¥national
cooperation, resulting in the intensified process of policy
coordination adopted at the 1986 Tokyo Summit and further
etrangthened at the Venice Summit and in the G-7 forum.

4. Summits have proven an effective forum to address the
iggues facing the world economy, promote new ideas and develop a
common sense of purpose. Especially in the 1980s they have helped
bring about an increasing recognition that the eradication of
inflation and of inflationary expectations is fundamental to
sustained growth and job creation. That recognition has been
underpinned by a shift from short-term considerations to a
medivm=-term framework for the developazent and implementation of
economic policies, and a commitment to improve efficiency and
adaptability through greater reliance on market forces and
gstructural reform in a context of supportive social programs.

Over this period alsc we have singled out for concerted attention
a number of other issues of decisive importance: the overriding
need to resist protectionism and strengthen the open, multilateral
trading system; to maintain and strengthen an effective strategy
to address the challenge of development and alleviate the burden
of debt; and to come to grips with the serious nature of the
world agricultural problem,
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5. Since we last met, our economies have kept growing
strongly and are now in their sixth year of economic expansion.
Employnent has continued to expand, inflation has bheen restrained.
and progress has been made toward the correction of major external
imbalances. These encouraging developments are cause for optimism,
but not for complacency. To sustain non-inflatiocnary growth will
require a commitment to enhanced cooperation. This is the key to
Eif:redibility and market confidence.
ael_

INTEENATIONAL ECONOMIC POLICY COOPERATION ikt — ¥

Macroeconomic Policies and Exchange Rates

6. At the Tokyo and Venice Summits and in the Group of Seven
forum, our countries have developed and strengthened the
coordination of our economic policies. Developments in the wake
pf the financial strains last October demonstrate the
effactiveaneszss and resilience of the arrangements that hawve
emerged. The policles, the short-term prosapects, and the
medium=-term objectives and projections of our economies are being
discussed regularly in the Group of Seven. The policies and
performance are assessed on the basis of economic indicators. We
welcome the progress made in refining the analytical use of
indicators, as well as the addition to the existing indicators of
a commodity-price indicator.

a Our countries have undertaken a series of fiscal,
monetary and structural policies to foster the adjustment to more
giistainable economic and financial positions in the context of
non-inflationary growth, Efforts in those directions, including
continued reduction of budgetary deficits, will continve. We
reaffirm our determination to follow, and, wherever feasible,
strengthen our agreed strategy of coordinated efforts to reduce
spending in countries with large external deficits and to sustain
the momentum of domestic demand in those with large external
surpluses. The reduction of large external imbalances, howaver,
will require not only our cooperative efforts, but alse those of
smaller economies, including newly industrializing economies, with
large external surpluses.

8. The exchange rate changes in the past three years,
especially the real depreciation of the U.S5. dollar against the
Japanese yen and the major European currencies, have played a
major role in the adjustment of real trade balances, We endorse
the Group of Seven's conclusion that either excessive fluctuation
of exchange rates, a further decline of the dollar, or a rise in
the dollar to an extent that becomes destabilizing to the
adjustment process, could be counterproductive by damaging growth
prospects in the world economy.




. 3 COMFIDENTIAL

b j‘-

(1mebety
,L“%Lf

ot >

- ra bl market decisions. We welcome the QECD's increased emphasis on

Structural Reforms

9, International cooperation involves more than coanardinatian
of macroeconomic policies. Structural reforms complement
macroeconomic policies, enhance thelr effectiveness, and provide
the basis for more robust growth.,

10, We will continue to pursue structural reforms by removing
barriers, controls and regulations; increasing exposure to market
competition, while mitigating any possible adverse effects on
social groups or regions; removing disincentives to work, save,
and invest, such as through tax reform: and by improving human
resource development through education and training. The specific
priorities that each of us has identified are cutlined in the
attached Annex.

'y B A We welcome the further dewvelcopment of the QECD's
surveillance of structural reforms. Such surveillance would be
particularly useful in improving public understanding of the
reforms by revealing theilr impact on government budgets, consumer
prices, and international trade,

132, one of the most serious structural problems in both
developed and developing countries is in the field of agricultural
policies. It is eritically important that encouraging policy
reform efforts undertaken by a number of parties be reinforced
through further positive action by all Summit countries. The
primary objective of agriculture in all our countries is to
satisfy the demand for food in the meost economical way possible.
Other important objectives, such as satisfactery levels of farm
incomesw the preservation of rural communities, and environmental
protection, can be achiaved without distorting preoductien or

structural adjustment and development in the rural economy.

13. Financial and technological innovations are rapidly
integrating financial markets internationally, contributing to a
better allocation of capital but also increasing the speed and
extent to which disturbances in one country may be transmitted to
other countries. We will continue to cooperate with other
countries in the examination of the functioning of the glchal
financial system, including securities markets.

HULT_I ]__-FETEE'J!I.L TRADING SYSTEM/URUGUAY ROUND

14, A successful Uruguay Round will assure the integrity of
an open, predictable multilateral trading system based on clear
rules. At Punta del Este, Ministers committed themselves to
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further trade liberalization across the wide range of goods and
services, including such new areas as trade-related intellectual
property and trade-related investment measures, And to strengthen
the multilateral trading system. Countries must continue to

resist protectionism and the temptation to adopt unilateral
measures outeglide the tramework of GATT rules.

LS. We welcmme the Free Trade Agreement between Canada and
the United Stat es.L_&gmt1atﬂd and concluded under the GATT. The
Agreement should EE@?E as a catalyst for progress in the Uruguay
Rm_mdi.; We also n e steady progrese made by the European
Communfiities toward the completion of its internal market by 1992,
These developments, together with other moves toward regicnal
cooperation in which our countries are involved, should not weaken
but rather support the open, multilateral trading system and the
liberalizing impact of the Uruguay Round..

16. We attach a high priority to strengthening the GATT
itself, particularly the surveillance of trade policies and
dispute seattlement ﬁigcegurus. It is wvital that the GATT become a
more dynamic and i d organization, with greater
Ministerial inwvolvement,; and strengthened linkages with other
international organizations, GATT disciplines must be tightened

to ensure speedy, effective and eguitable resolution of diszputas
and the implemention of recommendations.

17. Trade plays a Key role in development. We encourage the
developing countries, especially the newly industrializing
economies, to undertake increased commitments and obligations and
a greater role in the GATT, commensurate with thelir importance in
international trade and in the international adjustment process,
ag wall as with their respective stages-of development. [ Fqually,
developed countrias should continue to strive to _ensure more opan

markets for the exports of developing countries,

)

(
'"'.

18. Mowhere is the need for progress more evident than in
agriculture, Continued political support and impetus is essential
to underpin the politically difficult efforts at domestic policy
reform and to advance the equally difficult and related process of
comprehensiva agricultural trade reform. Although significant
progress was made in 1987 in the Uruguay Round negotiations, with
the tabling of major proposals, it is necessary to ensure that the
Mid-Term Review in Montreal in December, 1988 adds impetus to the
negotiations. We endorse the adoption of a framework approach,
including short as well as long term elements which will promote
the reform process as launched last year and relieve current
gtraine 1n agricultural markets., This would bn-éaé?iftateﬂ by
agreement on thm measurep*tarbe—tntTUﬂEE“Tﬁ*Ehf"Eitinut&ﬂﬂ'mf
_Support and prntect1&n£§nd on the trade liberalization tarqi;}
Lflﬂﬂ‘ ways should be develaped to take account of food security
and social cuncernsij Any short term measures would need to be a
downpayment on the achievement of long term commitments. The
objective of the framework would be to make the agricultural
sector more responsive to market ElgﬂHIHI e smdam R

R A e T ﬂ_L:rrfj
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19, As the Uruguay Round enters a more difficult phasa, it is
vital to ensure the momentum of these ambitious negotiations. The
Mid-Term Review will preovide a unique opportunity to send a
craedible political signal to the trading world. The greatest
pessible advance must be nade in all areas of the negotiations, so
as to reach before the end of the year the stage where tangible
progress can be rEgiB:Er&d.§ To this end, we urge all participants
to seak to agree on framework approaches in the

negotiations. [These include fundamental reform of GATT rules,
market access, agriculture, trade in services, trade related
intellectual property and trade related investment measures.] For
our part, we are committed to ensure that the Mid-Term Review
establishes a solid base for the full and complete success of the
negotiations, in accordance with the Punta del Este Declaration.

20. We all recognize the critical and expanding role of
internaticnal investment in the world economy and share a deep
concern that increased protectionism would undermine the bensefits
of open investment policies. We resolve to progressively
liberalize international investment policies and urge other
countries to do likewisa.

k
NEWLY INDUSTRIALIZING EEEHGHIES

il Cerkain newlyv-industrializing economies (MIEs) in the
Agsia=-Pacific region have become increasingly important in world
trade. Although these economies differ in many important
respects, they are all characterized by dynamic, export-led growth
which has allowed them to treble their share of world trade since
1960. Other outward-oriented Asian countries are also beginning
to emerge as rapldly-growing exporters of manufactures. With
increased economic importance come greater inkternational
responsibilities and a strong mutual interest in improved *Eﬁﬂh‘lrf
constructive dialogue between the industrialized countries 4 the
Rsian NIEs, as well as the other cutward-oriented countries in the
regqion. The dialogue should centre on cooperative efforts in the
near term to achieve the international adjustment necessary for
sustained, balanced growth of the world economy. The development
of informal processes which would facilitate multilateral
discussions of issues of mutual concern such as macroeconomic,
trade and structural adjustment poclicies should be encouraged.

CEVELOPING COUNTRIES AND DEAT = i 41:1

-
22 The performance of developing countries has bacome
increasingly important to the world economy.} The situation
individual developing countries varies widely Meny|[sti face
serious economic difficulties. Central to tW® prospects of all is
strong and sustainable world growth, an open trading system,
adequate financial flows and, most importantly, a commitment by
these countries to appropriate eccnomic reform.
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Middle-Income Countries

235 & numbar of highly-indebted middle-income countries
continue to have difficulties servicing their external debt and
generating the investment necessary for sustainable growth. The
market-oriented; growth-led strategy based on the case-by-case

approach remains the only viable approach for overcoming their
external debt problems.

24, We are encouraged that many indebted countries have begun
the process of macroeconomic adjustment and structural reform
necessary for sustained progress, encouraging the return of flight
capital and new investment flows. The success of these efforts is
essential for improving the economic performance and strengthening
the creditworthiness of thesa countries,

25, Official financing has plaved a central role in the dabt
gtrategy through the Paris Club {U.5.%73 billion of principal and
interest have been consolidated since 1983) and the flexible
policies of export credit agencies. The international financial
institutions will continue to have a pivotal role. We endorse the
recent initiatives taken by the International Monetary Fund to
strengthen its capacity to support medium—term programs of
macroeconomic adjustment and structural reform and to provide
greater protection for adjustment programs from unforeseen
external developments. FEspecially important in increasing
available resources is the U.5.%75 billion General Capital
Increase of the World Bank which should be speedily approved and
subscribed to by all countries that have not yet done so.

26. Comnmercial banks have played an important role in
supporting debtor countries' reform efforts through an expanded
menu of financing options which has facilitated the channeling of
commercial bank lending into productive uses. Thelr continued
iavolvenent is indiapensable to the debt strategy. In this
regard, the World Bank and IMF can play an important catalytic
role in mobilizing additional financing from private (and
official) sources in support of debtor countries' adjustment
programs.

av. We note that in recent years there has been increasing
recourse to innovative financing technigues. The important
characteristics of these technigques are that they are voluntary,
market-oriented, and applied on a case-by-case basis. The "menu
approach" has engendered new financial flows and, in some cases,
reduced the existing stock of debt. The flexibility of the
present strategy would be enhanced by the further broadening of
the menu approach and the encouragement of innovative financing
technigues to improve the guality of new lending.
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28. Because of the important role that international direct
investment can play in spurring economic growth and alleviating
debt problems, develnping cauntries should welcoame and ENCOUT ag e
guch investment and the new activities of the Multilateral
Investment Guarantee Agency and the International Finance
Corparation.

Debt of Ehe Pooreat

mmme maii e

29 Ovar the past year, progress in dealing with the debt
burden of the poorest developing countries haes been encouraging.
Ag we had encouraged at last year's Venice Summit, Paris Club
creditors are rescheduling debt at extended grace and repayment
pericds, In addition, the recent enhancement of the IMF's
Structural Adjustment Facility; the World Bank and ODA agencies'
enhanced program of co-financingr and the fifth replenishment of
the African Development Fund will mobilize a total of more than US
$18 billion in favour of the poorest and most indebted countries
undertaking adjustment efforts over the perioed 1988/90. Out of
this total, US $15 billion will be channelled to sub-Saharan
African countries.

30, Wevertheless, in cases where it is extremely difficult
for countries to meet their debt-service obligations; an increase
in concessiconal resource flows will be necessary to help those
countries resume sustained growth, We welcome the progress
toward a menu of options that allows official creditors to choose
amongst shorter repayment periods at concesicnal rates, longer
repayment periods at commercial rates; or cancellation of a
Pcrtiun of government=backed conmercial loans., The relief
provided would be additional to countries' exieting aid programs.
We also encourage the exploration of other techniques for reducing
the burden of debt service, including the provision of grants for
countries undertaking adjustments and further ODA debt
cancellation.

FUTURE sSUMMITS

31 The challenge for future Summits repains the same as that
confronting leaders today: coping effectively with change in an
inereasingly interdependent world. There is a proven way to
achieve this -- through an evolutionary process of improved
international ccoperation. 1In particular, we ghould examine the
opportunities for strengthening Summit cooperation in: improving
coordination of economic pelicies; striving for a more open
international trading system; intensifying efforts in favour of
poor and indebted countries; and extending internaticnal
cooperation to other issues as they emerge. Based on the lessons
learned from past Summits, these will be among the main tasks of
future ones.

AR ERSELE RS ERE TSR R RS R R
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ANNEX

Europe is pursuing structural reforms to complement

macroaconomic policies in order to spur job creaticon, enhance
growth potential, and achieve a sustainable pattern of external
balances. GStructural reform measures are beling put into place in
the framework of the Communities programme for a unified internal
market by 1992; including full liberalization of capital
movements; removal of phyesical, administrative and technical
barriers to allow the full mobility of persons, goods and
services and an improvement of competition policy. However, full
achievement will depend on timely implementation and on
associated regional and social policies.

The main elements of Germany's structural reforms are tax

reform and reduction, deregulation and privatization, reform of
the postal and telecommunications system, increased flexibility
in the labour market, and reform of the social security system.

Iti France, the me2in structural reforms will deal with improving
the level of education and professional training and develcopment
for workers, the reform of financial markets, and the elaboration
of fiscal incentives to innovaticon and to productive investmant.

Italy will seek to promote training and education, increase the
flexibility of the labour market to spur employment, improve the
functioning of financial markets, revise the tax system to
promote efficiency and eliminate distortions, and enhance public
sector efficiency.

In the United Kingdom, there has already been a substantial
programme of tax reform, trade union law reform, deregulation,
opening up of markets and privatization of state industries.
Thie will continue. Further measures are being introduced to
improve both the gquality of education and the flexibility of the
housing marcrket.

Japan will pursue further structural reforms to support and
sustain the greater reliance on domestic demand-led growth which
has quickened remarkably cver the past year. Japan will promote
reform of government regulations in key sectora, including
agriculture and land use policies, the distribution system and
the tax system.

For the United States, where recent indications that the
declining trend in private savings may have bottomed out are
encouraging, it is nonetheless a priority to increase incentives
te save. Also the United States will strengthen the
international competitiveness of its industrial sector.

The most promising areas of structural reform in Canada are
implementation of the second stage of tax reform, the proposed
liberalization of the financial services sector, and, most
importantly, the implementation of the Free Trade Agreement with
the United States.




Fu...:.'i....._...'n‘? 'L]'.\]FHM

oL O G | Cowepo CONFIDENTIAL

“ﬂ-h‘f:n?-‘ f.l-'-l v - ol 5
STATEMENT ON OTHER ISSUES

in addition to economic matters, we have discussed the
following other important issues:

ENVI RONMENT

1. Protection and enhancement of the environment ia essential. The
report of the World Commission on Environment and Development has
stressed that environmetnal considerations must be integrated
ints all areas of economic policy-making if the globe ia to
continue to support humankind. Summit countries endorse 1ts
concept of sustainable development.

Threats to the environment recognize no boundaries. Significant
progress has been achieved: The Montreal Protocol on Substances
that Deplete the Ozone Layer is a milestone. We encouraged all
countries to sign and ratify it. Further action is needed.
Global climate change, air and water pollution, hazardous
substances, deforestation, and endangered species reguire
priority attention. We welcome the Confersnce on the Changing
Atmosphere to be held in Toronto next week.

DRUGS

3, Illicit narcotics trafficking poses grave risks to peoplas of all
countries. Each Summit country should continue to place
importance on domestic demand reduction programs but there is
also an urgent need for improved international cooperation in
appropriate forums on the illicit drug problem,lincluding
production, trafficking, and money laundering.] The problem
reguires not only reinforcement of present efforts but also
additional international approaches./ We look forward to the

: successful negotiation in Vienna in November of a United Nations

f&fﬁqamHizg Convention on illieit trafficking. We support the initiative of
the United States to convene a special task force comprised of
foreign affairs, enforcement, finance and other cfficials from
Surmit countries concerned with the fight against narcotics.
This task force should propose methods of improving cooperation
in all areas including national, bilateral and multilateral
efforts.

HUMAN FRONTIER SCIENCE PROGHAM

4. We note the successful conclusien of Japan's feasibility study on
the Human Frontier Program and are grateful for the opportunities
our scientists were given to contribute to the study. We lock
forward to the Japanese government's proposal for the
implementation of the program in the near future.

BICETHICS

5. We note that, as part of the continuing review of the ethiecal
implications of developments in the life sciences, the Italian
overnment hosted the fifth conference on bicethics in April 1988,
(and welcome the intention of the European Communities to host the
sixth conference in the spring of 1959.]
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To the Delegatlon of the United Kingdom:

Attached for the earliest possible attention of your
Sherpa and Political Director 1s the latest draft of the
Palitical Declaratlon. It incorporates all reserves and
suggested changes recelved up to 12:00 on Junes 18,

T A
g A j}?

.nhn Higginbotham
Canadian Delegation
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POLITICAL DECLARATION

i We the Leaders of our seven countries, and the
representatives of the Eoropean Community, have considered the
future of East-West relationa. The discussion has confirmed
Ehat our free and democrakic sociesties will stand together in
solidarity and cohesion within the framework of our existing
alliances. We alsd ;eaf:irmeﬂ that nuclear deterrence and
ddeguiate conventional strength are the guarantees of peacse in
freedom, Equally, we confirm our belief in constructiwve and
realistic dialogue and cooperaktion; including arms control, as

the way to build stability between East anpd west1] and 2

5o In several important respects changes have taken place
in relations between Western countries and the Soviet Union
since we last met. This evolution has come about because the

industrialized democracies have been strong and united and

See attached revision suggested by Italy
See attached revision suggested by the United States
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because the inherent limitations of the Soviet social and
economic system have forced changes in Soviet policies. 3
Greaker freedom and openness in the Soviet Union will cffer

opportunities to reduce mistrust and build confidence. Each of

g will respond posgitively ko any such developments,

3 We call upon the Soviet leadership to play a
responsible role on issues of common concern. We welcome the
beginning of the Soviet wikthdrawal of its occupation Eroops
trom Afghanisktan. Tt must be total and apply ko the entire
country. The Afghan people must be able to choose their
government freely. Each of us confirms our willingness to make
our full contribution to the efforte of the international
community to ensure the rekurn of the refugees to thelr
homeland, their regettlement; and the reconstruction of thair
counktry. We now look to the Soviet Union to make a
conskruckive contribukion to resoclving other regional copflicts

as well.,

4. Since our last meeting, progress has been made between
the UOnited States and the Boviet Union in agreeing to

4 ; y. 3 p
ceduce arma without compromising the security of any of our

countries. The INF Treaty, the direct result of Westearn

firmness and unity, is the first treaty ever to abolish an

France has a reserve insofar as this statement
"touches on areas outside the competence of the Summit
groug”

D.5. wishes Eo insert word "nuclear™
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eéntire classg af weapnns,5 It =zets wvikally important
precedents for future arms control agreements: asymmetrical
reductions and intrusive verification arrangements. We now
look for deep cuts in U.5. and Soviet strategic offensive
arms. We congratulate President Reagan on what he has already
accomplished, along with General Secretary Gorbachev, towards

Ehisz goal.

e Nonetheless, the massive presence of Soviet
conventional forces in Eastern Europe and the Soviet capacity
ke launch surprise attacks and large scale offensive operations
lie at the core of the security problem in Europe. The Soviet

military buildup in the Far East is equally a major source of

instability in Asia. Theee threats musk ba reduced IE:

enhanced security and stability at lower levels of forces is
our goal. We seek a comprehensive, effectively verifiable and

truly glebal ban on chemical weapons.

6. Genuine peace cannot be established solely by arms
control. It must be firmly based on respect for fundamental

human rights. We urge the Soviet Union to move forward in

ensuring human dignity and freedoms and to implement fully

the commitments it has undertaken in the Helsinki process. 8

U0.5. wishes to replace "abolish an entire class of
weapons" with "actually to reduce nuclear arsenpalg"
French reserve on preceding section

Canada wishes to add "and to strengthen substantially”
UD.5. wishes to add the words "and the Upniversal
Declaration of Huoman Rightg"
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Recent progress must be institutionalized, the painful barriers
that divide people must come down, and the obstacles to
emigration must be removed,

i) We take positive note of Eastern countries' growing
interest i1n ending their economic isclation, for example in the

estakblishment and development of relations with the Buropean

: 2 " £ 9
Community. East-West economic relations can be expanded 50

long as the commercial basis i3 sound, they are conducted
within the framework of the basic principles and the rules of
the international trade and payments system, and are consistent

1 1
with sur security interests, -0 @nd 11

B. We pay speclal attention to the countries in Eastern
Eurcpe. We encourage them to open up their economies and
societies, and to improve respect for human righte. 1In this

context we support the continuaktion and strengthening of the

Haelsinki prﬁcess.]z

* & & & * % # F F £ & & & *

If leaders wish to have text on the Middle East, paragraphs 9

and 10 are agreed.

U.5. wishes to substitute "can serve our common
interests™ for "can be expanded”

U.5. wisghes to add words "and national legislakion"®
France wishes to change to "and that they are
conslstent with the interests of each of ue in the
area of security”

U,5. wishes to reverse paragraphs 7 and 8
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9, We express oUr deep concern at the increasing
inatability in Ehe Haar East. The current violepce in the
Ogocupied Territories is a clear sign that the status guo is not
sustainable. An early negotiated setblement to the underlyving
Arab/Israell dispute is essential, We declare our support for
the convening of a properly structured international conference
a3 the approoriate framework for the necessary negotiations
between the parties directly concerned. In this perspective we
gsalute current efforts aimed at achieving a settlement,
including the initiative pursued by Mr. Shultz since March., We
urge the parkies to cooperate fully in the search for a

Eolution.

10. We hawve pursued our consulecations about the continuing
war between Iran and Iraq, which remains a source of profound
concern to us. We reaffirm our support for Sacurity Council
Regolution 598, which was adopted unanimouely. We express our
warm aprpreciabion Eor the eEforks of the Secretary General to
work for a setbtlement on this basis and reiterate our
determination to ensure implementation of this mandatory

resolution by a follow-up resclutbtion if compliance cannot

- 13
otherwise be secured. We condemn the use of chemical

weapons by either party, deplore proliferation of ballistic

D.5. wishes to delete words "if compliance cannot
otherwise be obtained”




- & = CONFIDENTIAL

misgiles in the region, and renew our commitment to uphold the

principle of freedom of navigaetion in the Gulf.

If leaders wish to have text on teérrorism, paragraphs 11-15 are

agreed language.

‘P We gstrongly reaffirm our condemnation of terrorism in
all ies forms, ineluding the taking of hostages, We renew our
commitment to policies and measures agreed at previous Summits,

in particular those against state=gponscred terrorism.
2

12. We strongly condemn recent threats to ajir security, in
particular the destruction of a Korean airliner and the
nijacking of a Kuwaiti airliner. We recall the principle
affirmed in previous declarations that terrorists must not go
inpunished. We appeal to all countries who are not party to
the international conventions on civil aviation security, in

particular the Hague Convention, to accede to those conventions.

13, We express support for work currently under way in the

International Civil Aviation Organization aimed at

strengthening international preotection against hijackings.

(This includes measures to investigate future hidjackirgs, to

help countries to deal with hijackings, to strengthen security
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guidelines and to endorse the principle that hijacked aircraft
should not be allowed to take off once they have landed, apart

: . 14
from exceptional ¢ircumstances. )}

14. We welcome the adoption this year in Montreal and Rome
of two International agreements on aviation and maritime

gecurity to enhance the safety of Eravellers,

15 We reaffirm our determinatien to continue the fight
against terrorism through the application of rule of law, the

pelicy of no concessions to terrorists and their sponsors, and

. : - 1%
international cooperation.

FRG, France, Japan and Italy have reservations

U,5, wigshes to include the language on narcotics
agreed to at the final Sherpas' meeting and add to it
the words "including enforcement of multilateral
cooperation, steps to curb money laundering and stop
the flow of precurser chemicals, and measures ko
deprive narcotics traffickers of their il1l-gotten
gains®™ after the words "additional international
approacheszs™,
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AHNNEX

Italian suggested language:

We, the leaders of our seven countries, and the

representatives of the European Communities, have considared

the future of East-West relations. The discussiorn has
confirmed that ocur free and democratic sccieties will stand
together in solidarity and cohesion within the framework of our

exiszsting

We confirmed our belief in constructive and realistic
dialogue and cooperation, including arms control, as the way to
build stability between East and West and enhance gsecurity at
lower levels of arms. We also reaffirm that for the
foreseeable future an adequakte military strength and a credible

deterrence are necessary to protect peace and freedom,
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ANNEX

U.5. suggested language:

We the leaders of our seven countries, and of the
BEuropean Community, represent industrial nations built on
common principles of freedom, respect for individual riqhts,
and the desire of all men to live in peace under the rule of

law. Our peoples stand in solidarity for the cause of freedom,

to safeguard democracy and the progperity which it has

Produced. TIn our discussions we considered how to advance
these goals and valuee in the fields of foreign affairs,
particularly with regard to East-West relations and the fight
against terrorism and narcotics trafficking.. (And other

topice as appropriate,)

We confirmed ocur belief in constructive and realigtic
dialogue and cooperatien, including arms control, human rights
and regional issues, as the way to build stability between East
and West and enhance security at lower levels of arme, We also
reaffirm that for the foreseeable future an adaguate military
gstrength and a credible deterrent are neceggary to protect

Peace and Lreedom.
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Canada: Uneasy N eighbor

q

F
Sepl. 14: Liberal Party
Wins in Ontario
The Likernl Party is retarmed 10 poser in
mtnrin, the mast popalons Croadinn prayv-
ince, wanning 45 sends in the 1#kseat Leg-
alntize. The Mew Demoorutic Party won 19
weais gnd ibe remaining 16 weat 1o Con-
werwaiives wi tun a political dynasty in the
provance [rom 1943 1o 1985, The Oniano
proomer, Davisd Peterson, pledgped 10 Gehn
Ty tralde menl Ul fadled Lo meet
sevoral condisons, includieg sdeguate pro-
pection for Ontane's satamobde indusiry.

OeL. 4: U.S, Cannda
Reach Free Trade Pact

The Linited States and Canada, the

workil's ten |ergest trading purtners, reach s

[res irade agreement that wall rediooe tar-

ills and orher trads harrers. The negotintors
beat by micubes 8 midnight deadlng re-
?uuu-:l by Congress (o wan the amenidmeni-
res confirmation of the pact

Oet. 28: Quebec Wins

Yote of Conflidence

The grvermment wins parhiomentary op-
proyad far oomstiliutional chonges ihst wonld
recognize Cushes as o “iEstinct sooeiy™

and girengihen the provinee's hattle io shone
i vt French kimgpaegps anid calture, The
so-culisd Meech Lake apreemeni was negoti-
nbed [aal year, UFpn:ml:l. who mclede
Iormer Praime Mimoster Peerre Elhcin Tra
dheats, nie hoping that the socond wdll e
atalbid 1n provimcial legisbaiars, which must
wode oa It before June 1990

Apr. 27: ULB. Allows
Nuclear Technology Sharing

Presicdent Booald Flesgan sivs he would
approve 8 Camsdban porchass of miclear sub-
mries waing American rewcios achnol-

. Tir dabe, cnly Brizain is sathories] o e
i erhm'.lm? in its Trafalgar-class sub-
muaripe which Cansda is considering soguirs
ing to patral termitneial waters henesih the
Archio ice cap.

Jume 18: Emup of Seven

To I}p-f-.n Economic Summit

Dvwbamrnics 81n 1hve Fl Ecomiin o Sl

of Indusinal Matinas gether in Toronee, The
ngends bis been expanded o include ke
enviroament and the social and sconamic
challenges of an aging popalation. The
Ciromp of Seven will dehalé changss in lax,
labor rade and repuistory palicies w

make ihesr sconnemiss mort elficient.

IN THIS REPORT

Economy 8

For &0 economy traditionnlly i bocksbep wath
iis pnmrl'u'l somthern neighbor, Conada ®
shwwing an unasosl bust of mdepmdenoe.

Culture 9
After 108 yaars, the MNatspnal Crallery of Can-
ndy i proper quariers in Ublawa.

Quebec 0

Lack of provest aguinst the lee rale agree-
ment hes surprised some ahservers.

Foreign Policy 9
A wew mbereat 1o Central Amenca derives 1o

part from the belief that tbe region can pro-
vale opportanitees for baliness investment.

W] Vaimwrover, ||||.\i.i.\:-:rll L

Fly Canadian Airlines [nternational and gy et a
prestigions Cansdian Pacific hovs or resert. When the twn
great names in Canadian travel get together Lo launch their
new Business Class Service vou can be sure they’ll come up

(Canadian Pacific
Hqiels & Resorts

Free Trade Reawakens the Dilemma Over Identity [

Rarely has there
been a decade
when a sense of
imminent doom
has not lurked
on the horizon.

#

By John Fraser

e

CIRONTO = [nzacorify mey be an
meradicable part of the Canodian

cordbtion, like sno bnovwander and

blnokllies n summer. There are very
few counines thal bave reached (e wagusy age
of 121 years widl so many of thir founding
governmen) end social esivatbons sy knd
even [ewer where the populaison fesls the
whiode bag of |rk'tsj.'.tr.-:un.g 1o b expased 458
frandulent hoax any day.

Karely has there hees & decade in Canadian
hisfory when a sense af mmisent doos las
no Jurked ominoasly on the borizon: Thers are
gond ond sensible reasons for this, of coarse,
An officially bifingual state is a recipe for
constont confromiation, Chose proximity w0 -an
imfinitely more popaloos and powerful neigh-
bor & & sturdy butiress 1o both an infericotby
vrmples and compiex malevoleoce, Regronal
digparity oo all sorts of buarme levels excites
scparntisl engngs throogho the oouniry,
el and west, and Boi juil Qoshe:.

Psychologically, & mition Foeged oo in revo-
Imtiom or even peaceful sruggle, bt by huseas-
cratic fint and palizical mm];:l:urj.i:.is Tated o
wiesr noything thar upsets the alwavs delicate
sintus qoo with uncase,

Such things afe pari of the parmacsnt emo-
thoinl Lnndsespe [or Conndians end they come
o lakie ihem loe geasled acting oul ihar

alloiied pans wnconscious|y whenever an Uoe
of sufficient magniiude reguinsy them o pro-
vide more {ben the whaquitons national shog

Free rade wath the Uhnied Staies, nol dir-
Pr_iing.ly, is yuch an e, Pree trade’'— g0an
1550¢ rather than any spectiic apect of the fee
iraide bogalntion helore sdytares i W agh-
ington and Otiawa — ¢ on all the cighe
bt by Canactines eradiicmnlly Nowt as progls
of their precarious dislseivensss

[t hoes certxinly swakemed, ver- agaig &
ensgue sirnnd of anti-Ameridaniim: nol o
lent, bot often arching o its p.-:lj--dcpm;_njr.;
cymiciam  and - comprehensnee comiaemgd for
Amencan cultarnl valises

Fioe ieade — a4 &0 ESie — bk o

Mulroney Fighting
To Regain Popularity

By Jelirey Simpson

ORONTO - — With an degtion boom
ing in 1k gexl 12 moniks, Canadan
prirlies hies Seldom been mare dd -
CUS 10 Fanheoim

With thi econamy booming and in mmpres-
aive seriea of POlCY MEAIRES under wWaY, 15
Progressive Conservitive povernment of Prime
Minlster HBrian Muoiroeey shoueld be zailing
toward re-clection. Tnsiead, the Conservatives
repnin mired im thind place in every public
OO SETVEy

The oppasilicn. Liberals have nol stopped
squahbling since their humsl] electogad de.
fenl in E&ﬂ- ader thelr leader, Jobm Turmer.
They are heavily in debs, divided oo mijor

brics amd o uuhn{:;-l. with Mr. Tamer's
ackluster leadership that mare than half the
party's J%member caucus recently signed let-
ters asking him 1o slep mide

Despite this turmol, the Liberals continue
i jesd imooll the naticss] pofds, oot hecnose
they hawe dooe anvibong to warranl pohblic
cocfidencs 1e teir abilites, bal becsuss the
couniry haia bty soured on the Conservatines,
and aspecially on Mr. Mulromey.

Mearwhibe, the lell-of-center Mow Doto-
ctatic Party, the perennial third party, crep
i 8 lacs in the polls several yoars ago
noal still s fair to secure §is best ebectars]
shrwing ever, In Ed Broadbemi, the son of an
aicrwarker and 4 Eniversity professor by irain-
ing, the Mew Democratic Parry offers by far
the most popalir of the three lesders.

His popuianiy, and thal of his party, warries
Canada's alhies, since the Mew Demodfatic

Conservatives
remain mired in
third place in
every opinion

poll.

Fariy is commuticd s withdrewing the country
from the North Amercan Aemspace Dielemee
Commanid and eventeally [rom the Morlh Al-
lamitic Treaty Chrpanizaton. And abthough the
New Dremncratic Party is nol sirong, enough 1o
win the largesi number of seals 1= the nexi
Pazhinment, 1¢ could hiolkd the halance of

th i hinyg Pasfinment, where i wonld almost
certaindy prefer the Libemls 10 ihe Conserva-
Rives

How the three parties got 1o this point bad-
fes muany Cenadian observers.

Mr. Mulroniy, who s elecied in 1984 with
the largest number of sears n Canadon histhry
{2 E0in & 282-seal House of Comenoas), prome
ised “joba, jobs, J|-.'uta5_' b NEW CossErtions
deal for the largely Frenchk-spraking proving
of Dueber, improval econamie relations with
the United Staies and greater rein for the
private secior, He desoribed his objectives m

Eaniies the ireasured comcept Char @ scromg
federul governmeent con besi with regional
disparifies and afiennticm, In Weslern Cansda
they lomi 10 be free ol federnl shackdes and deal
dirocily with folks sooith of the border; o the
Muritienes, where they have groused for over g
ey aboul bang J:muE direct apoess 10 he
“notural'’ maskels of Mew England, they
grouse @il lomder for foar that free rele will
wiekken federal subsidies and trander pay.
rHEnis.

The game Oniwrie and Quebec i pllyﬁf
with Tree trade is the nwet [Escinaiing of all.
With well cver halfl ihe notional popalation,
with mowt of ibe industrial base, with & mone

than fasr proporticn of natuml responees, and

Ry,

Ed Broacdhent

“seonoiue renowal and national reconalia-
o, &nd by almosl apy standand he has
ileliversid.

Canacln has had the best job-crentina recesd
amomg the group of seven leading indusinal
commiries. Inderest rabes ame Il‘..il'|1|:'.'|.‘|n'|'| Th, B0
nomes growwth is exceflent, inffation 18 under
gomtral,

Trug, Canada's chromically dEsadvantaged
megioms such g ilve Atlanise proviness hove oot
shured fulby n the soanombs Boom, g praies
faremers eontinue to siropgle sgabnet (he two
plaguss of excepiionally dry weather snd kew
world grain prices, Bat the matsonal uncephoy-
ment TAbE fallen 10 n 1-vear low (7.9
percent), & sharper decline tham any af the

Continued on page B

Larinadlawin ESepstiie=s L |fras

witht an unbeatable offer for ravellers,

Canadian Airlines Intematinnal fies frorm Amsterdam,
Frun_k[m. Blilan, Home ard som MWessch and serves more
destiriations in Canada than any other agirline,

Canadian Pacific Hobels and Resorts can offer you luxonous

=4

socommrodEtion in sore citbes and resiorts aross Canads
than any other comparny.

And now when vou 0y Canadian Business Class Service
e furietd v seieciel Eirogee ta ciiad e oy

acrosa the Atianbic, Cu:.:udiu_'. Pacfie E-Entr;la & Resoris wall
provide wou wnth :-'uu:_ﬁ:’:‘ﬂ might's 13y mils own new
Husiness Class™ ghaoladely e, and it will upgrade vou to a

Dl e

with e most st steke in the Engesenie compno-
iz woeked oul in the pasi 1o Koco the nation
fogether, ihese are the definstive provintes.

The Liboral [ im Ontario feans
free e apd winat iz will do 1 ibe provinee’s
rich nml well-provecsed industrial secice. The
Liberad governmment in Quebs: yearns for lnee
trode as the long-term. sohstion o [".-:.ﬂjrg. niil
tradibionsl OUnzarso indovimsl h:-mnm]:,.‘_

The truk of the mwaiter i that very few
Cangdians sctaslly usderstand the specifics of
the pariada betwoen Presideni Romeld
Reagans officials and those of Prime Misdster
Hrian Melroosy. They cling 1o (he lalest sooih-
savers —fike novelist Mangered Arwood (anif)

oof BMordechni Richler (proj — if ihey Hie (he!
cut of ther dothes or the way ey ik, A
There i hibile sturdioumess in the currend fres’
trede debate in Canoda, and ihad Iefits &
vountry well-versed in embracing implications’
rather than reality. Realsty for anfi-free mraders”
il:wlnh': fiﬂ‘.ﬂllll:lt Canads hes lor some thime"
me 8 svomoimic dependent of the
Ulmited Huhﬁl?mldum' i samply mot will-+
mg bo take the risks and the drop in Bving
sandards byt an independent econonmic po-!
licy dernands.

HE FREE traders, on the other hanid,
are 3o eager to Feel the steel-cold
embrace of “economic reality,”
which Free truds is suppossd 1o

iz, it they bave host all eomeept of (he trads-¥
tionil 13 that bind in Canada

Iy makes somme sense 10 makiileln e fop labl
of North Americs bn o creatively amblvaleni
relationship with the dommant middbe This
amhivalence sustaing soctal and sconcmie al-
tematives b the Amerkcan way — e national
medicare L'm;um in Canada i an obvicas
example, but g0 too are scid rain coptrols,
multiculmml compromises snd & Deceasanly

UREEErEvE I'n:rﬁ'm icy,

Aol w0, 80 pimﬂﬁﬁm! in their history —
wnd one, typcally, thai i going aimost annee
ticed throeaghout the Unsied States — Canadh-
mni face & tradfisossl dilenoma inowhich they
are damned if they. do or don'L
i All the socinlist a wbonn ke Cama- |

inn govemment g respon sl

hefore the maw of the " American mu.iti:i-ﬁﬁ:t-}r]
ain” will not make Canadian workers nocepl &
boweer stnndard of lving. The i Fuc-
ceds of the Canpds-1.5 pistd pacl & proof of
it All the expectation of incressed markeis
will not make the betnessinan in Cntabs
eiijoy tbe when kis plam thas doen thanks 1o
incressed compeivencss [dectogy hut boss
G — ol Lo

e pasules —edihes way — verting.
O o polit, they will also be predicinble;
Canadians will be bosy sgonizing ower the
termimnsion of the nation eves as the sesgul-
centenninl approaches.

= —— e ————

JOHN FRASER iz the ectior af Sanurday Night
IR,

Why U.S. Pact Draws
Fierce Opposition

By David Crane

DRONTO =— The segotiation of a

Canada-U5 free trade agreement

mghl seeny like nothing mone (b

e logaeal outcome of o than 10X

ears af increading soononsic and culters] ties

wos 1be fwo coumtries, 4 recopnition 1hal

exch country b5 ihe other’s most imponian
trading pamee.

Yet, many Canadians are fiercely
tr & feee trade agresment with (b Uniicd
Sinies, nnd ikere @5 SN0l the possibdlity thal the
agrecmend will oot be rztdfied @ Cansda bhe-
cause of 1his oppositicn. [T an dachos 1§ held
befiore the agreement is by Parsamenl
there 14 a oz chance tksl tbe povemmesi al
Prime Manasier Brian Mulroscy — ans the (res
trade agroemeal — will be defeated. sinee i
b been rumning thind in podls for aboug two
VEAFE

Since the Unibed Sxabes huys ahoutl T3 por-
cenl of Canadn's exparts, and Cansdizn e
parts are aguividen 1o neatly W0 perosal of the
m-mu,.'ﬁmn wh 18 there s muech opposi-
tion within Canada? There ane three key Tea-
LRliE

& The free trede ogresment will mean 1o
rreaser] ecomomic, piditicnl, sicial and cultural
imbegration of Canads imto the Ulnited States
Canadian soversignty will be loel and Cans.
'’y capacyty 1o Biald a different kind af soo-
ely sacrilicesl.

# Cansda's irade inferesls, inchuding those
with the Udited Siates, are beiter served by
muilielaberalzim than By bilageralisn, The mego-
uatisn of & Rispersl free irade Area with
"

Unhed Saies will encoamage regional rading
bbocs ihut will eveniboally become reginmal po-
Ii:icqéhtil-rl:s az well, fans !

L] agresment | 15 ned a BgrBE-
menl. Canada's principal gain 15 ﬁ:‘ddl'.ﬂﬂl-
tsom of U5, taniffs, but Canadizn will
reman vulsefible 10 &l the vaganes of U5,
ey

eral and . provi t
forced o sorrender may policy-making levers
& pay for doby-lree pocess (o U5 muarkel
Cunada's will to baild & separake coantry

POINT OF VIEW

slinet from the United Scaes, in the face of
thi ul economic and political pall of the
Linited States, s a pevistent theme in Canadi-
an hastory. Succestive generations of Canadi-
ane have aspired o baild o distinct Faxt-Wesi
economy dnd soctety from Ailantic 1o Pacific,
desplie tbe dosts of mainlaining 4 scpamie
COEniry,

Capinila has & afferent social system, with
medicare, regional developmest psd oiber
measures that place o hiph vallue on ‘hmi
and comprunity, Unlike the roots of the 11
Cionatibntion, which sées TUEEHL 2 Some-
thing t be distrusted and held m check, Cana-
iian politscal developmeni has ssen - govern-
rrfm &n Iﬁﬂ:ﬁm tn foster economic
L mrl 1 & moved ECOROETY ==
someibing especially impartant in & terndory

Continued on page 8

Linachem DI TR SR

Business Class™® or superion mom for the rest of your irip a1

any ol its hotels and resorts across Canada.

Al o have to dio 1o take advantageof thes special offer s (o
comtact your travel apent or call any Canadian Airlines

Intemational rescrvations office.

" B Llaess pwanlabido o scl o] Cananies Pacid

Sopeds o Hewore

Flv Canadian Business Class, Stay Canadian Pacific Hotels.
& Resorts Business Clags, [t puts the sivle back into
business travel bothin the air and on the ground.

Canadi3n

Canadian Airlines Interdfjjjonal
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The Econemry

Trade Surplus, Foreign Investment Spur Strong Business Activi

“We're quite upbeat about

By Bernard Siman

OROMTD — Foar an
economy (raditionally
in lackstep with itk pow
eatul southem neighhor,

Canada 5 showing an anesual
barst of independence Business
actrvity has been siromger morih al
the border for much of the pase
five vears, the Canadian Soliar has
peversed a 10-year dewnward
trend againsl ibe LS, currency
and Canada’s forspn trade i in
murplus,

Whii iz more, 1he sulhoritcs @
Mipwa have pcled o and
more decisvely than Alr Goui-
terpans in Washmpion o resluce
the risk of ranaway infialeon

Evtdence of the heady soonomic
elimxte &5 mot hord e feal On the
beaght sile, the unciploymeni
ralE— pdw il just below B pereni
— 15 o jts lowesl lovel in sewer
vears. Forelgn misesloes. Epcour-
aged by Prime Miaisser Brian
Mulremey's Progrestive Consera
tive gowverninenl, heve poured
iberr fmoney imin Canndina real

o

the Canadian cconomy.’

esiale arsd inko the mimicg. lumber
and manufactumnng imdustries.

Thanks fo climhbing 1ax reve
nues, fecderal nmd provinciad gov-
ermmenls have boen Gl 10 mmn-
Lain — and i seme cakes gapand
— [hinr PEAErESs SOCkL] programs
without pushing up kedget defi-
ALS.

"“We're quite upbent abou the
Canadian econommy,” said  Faul
Kovacs, an soonomisi at Burmns
Fry, n Toremig securities deales,
W, Koovics noted that, despite an
erosion in recent years, pereonal
mavings relative 1o ineomes are
twice 35 high in Canada os in the
Llmied Sinies

Business spending oh plani and
machinery 1= picking uwp ns the
consamey bocdm of the med-1%30s
rurss ot of steam, snd Canadian
spefiers aie having consderahls
sipeess i diversifving ihesr mar-
keis bevora the United Siades

Hurns Fry predecls thal groes
national product will advane by
37 percent this year sbemt the
s as 1987, Iallaion 5 unlikehy
i b highses ihan the 44 percent
it lasi yeat, and the trade sur-
phis is expected 1o widen Tfrom

10.3 kallson Cansdian dollars ($8.4
bilthon) bn 1987 10 120 ballion dok
lars.

O the oaher side of the ooin,
ibe strane of five years of husrman
growih Ere sianing o show
Hause prices in the hig cities, espe-
cially Toronie, have soared out af
reach of mast frst-ibme huvers
Sills in a growing number of la
bowr categories are m shaort supply
and many indastries — o
rn, and palp and paper, far ex-
sumple — nre bumpng agaissl ci-
pacity

Alihough consomer prices are
shll relatively slable, sconomiss'
1l conoern - that capacity oan-
slraanly, more sereTous pay sl e
metds and rsing (W matenal
prices may push aiffaikon higher
withiin il aeal yea ar fw,

Diats Resoances af Conada pre
dicted in @ rocent nepl Uhat the
cansurmir prce iitdes will soceher.
ale w21 pervenl an 1989 Troim 4
percent this vear. Bl (he-consal
tancy ndse coutioned of o mk thal
lax mosetary podice: and SLrong
growih ekl push e ko
Al wp b0 almost Hopeedent by
siammier 1964

An especially encoaragimg [aoe
of the coomimue cullook & i
pradpact thal the pap betweer the
porformancs of Canada’s W pros-
mnees s el po anrrow alter almost
a decads of widely divergent
gramth rages

Fir the past Tive wears, aulos,
gleel, comtmoclion ind & whde

specirum of ciher manufacioneg
indusiries have spurred (he indas-
triad heariland of Omtana o an
pvernge anouzl giowth rale of 3.9
percent. Unemployment Bas
dipped below 6 poreesl Housing
starts 1 lhe province aere dme-
third higher 1ea1 year than 1@ 1980,
mecoantimg, for 40 percent of the
toial ghroughout the country,

O the other hasd, the four Al-
LG PIOVINCES and SOITI0 [pares o
the pramies have sufferad from
iher narrower economes  hases
and their exposune bo wolatile com-
modity prices. Saskatchewsn,
where [armen have besn rw.agn:'l
by drosaght amd |low grain prices,
b posted an avenige growth rale
af only 1.3 peoend o pear since
1983, f);l-.-'-'rl'-:-undhud': urhmqp'l_']--
ment rae remains al over 17 per-
e 4l

In o series of long-range fors-
casts pablished last month, Royel
Bank of Canado predicts a much
miore balanced picbare over the
mext five years, Accarding 1o the
bank, |loweér coostimer spending
noid o slacker houdng market sadl
push Omiano’s gnveth fade down
1o.an average of 13 percent o vear
berween. 988 and 1992

By oonirast, the sconvenes of
weslern and eamiern Cinpds &ne
expecied wr benelil foom develog-
membs A% diverse as sl d-uip il
anal gas explosatlon in Mewfound-
lagd, 3 mubibilllem-dallar maval

frigate contract in Mew Bronswk
and the impact of the LS -Lans-
da free trade agresment m Boish
Cedumban.

Roval Bank expecis oil-nich A
herta io post Uhe highest prewih
rale in the couwndrs, with ouipal
risany by o sversge df 18 pernent
@ year, compared 10 L5 pereent for
the coantry &5 8 whale A main-
sprimg of Alleria’s grovih is ex-
pectad 1o be the development of
scveral largs tar sands amd sym
thetic fuel projects

The fedeml governmint's pre-
senl moneiars policies are rein-
forcing the chasing of the pap be-
pweer) cenlrad Canada oa the ooe
Pand, and the western and sastern
provinces on e ol

Cotermed By ihe thrent oom-
fiation posed by Omlano's red-El
criormance the HBank of Canads
A dniven up inbenesl raies. Cana-
daun banks pnme lendng e
sockd mi 190,73 percent at the b=
pinming of It ap from 5 25 per-
vend afier 1he Oct |9 crash

Michacl Maller, rearch dares-
for of the WEFA Graowp, a Toson-
o comsultaney, sakd that “whal the
Rank af Canada is doang wiall lead
in slpwer economic growth, r-h.l._'v'.‘:
wl'gqp-.llﬂ.clp Onwage sdviodes in
i

BERNARD SIMOEY v asmsien
g edirer &f The Finunelaf
Foir af Camada

Prevident Reagan and Prime Minister Mulroney méeting in Washington.

can profeandly affest you sn
kncw whas (= gomg on boll a

[hizis why Iop exsculives
duy to The Clobe and Aleil
(Chairmen
prizlessionals and minager

ill 1here
From Repari on Hemns.

micnth uf the hosres workl: |

We deliver
Canada’s best

Mokming decisony ioday mequires more thap intiabion and
murmher tumbling Events banpening thoesands of miles away
i yower business: Sooil pays o

biame ond arcand (ke woeid
in Canada bure e2ch Bosipess
amd b oRepail oo Bainess

preasidenls, Hivestar, EOVEINMEnt lesders

§ Tipd the informélion aod

pidante Lhey nied (5187 papes
The Globe wnd Mal, Canada’s Nadional Mowspaper, gives
theen Tull coverape of nationa] and internaixinal news evesis;
olitical and governmenl developments. Wmnions
I;:-1rl:.er|-||n|'. ani analyss ol domestic and foveipn adfiis ore

Canada’s Busine:s Mewspaper;

they mel the ldlest pewy aboyt buainess ond indusiry,
mmvesimenti. cconomic trends. phas Canada™s most compliene
husimess dsla peckage; imerpresoton and fomecasts

b provede @ broader, in-depth view oF 15¢ widld, theee
mgh-guality natkonal magarines are meloded wib Thi {slohe
and Mail and Report o5 Busiricis, - Report gn - Busisess
h.1_'|;l..l'|1_- presenls o will-rewgasched Fhaaaugh lok esch

sestinations pubbshed six fiongs
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os vast as Canaddi'r vel with such a small
P ulatisin

Eut a trade apreomens woukd deaw Canada
increasingdy (oo the Adnerican way of dieng
things beczase there would be growicg pres
qure o comform do LIS practices and poluties
to make the agreement work befber. . Thers
weald be imevitahle peessures for & common
external anfi. for harmongation of polices in
fuch aréas as comswmer profecison, epinron-
meniial comerd, tnxation, competition and de-
regulation

And inview i the dieparities in siré berween
the w0 countres, there is hitle doubt as o
whixe philnscphy mnd polficies would preil
Mnrecver, ns inbegration. continesd, Canada
wiawral eomma iy be s by 1be neet ol 1Be worlid
s gvien mane il i junios parinen of the United
Mlanes taan it e 1oday

This, in turm, explaimowhy muBilseralisn is
s imeporiant 1o Canadians oppasiog the bilas-
eral frade Geal. Ihe Usnesnl Agresment oa
Tarifis and Trade ¢GATT) and otber malsilal-
eral pnsislmizons fuve served Canads well aver
the past 40 yeers. Canndo hasgninsd sxpand
ng dccess o the LE 5 markel, as well & 1o
ober markets, (hrough ssocessive GATT
rounds, and there 18 every reason 30 belbeve
that this will contimssin the current U nigaay
ecaanid of mlks

I'n scweee aread, sich a4.1be LS. agreement in
the Tokye round te introduce the malerial
mjuary 1ese o s coumervel and anti-dumping
baww, Lanada has benelited [rom chacges it
oodald mor have negotiated on {5 own, o cther
archs, Canadn has gained betber deosss fo the
Lindpec) Staces ar lower cost thad i would have
if it bied negotiated on e owi

There & no doubit thay the miglalateral sys-
tem faces Hsks: Some Europeans believe the
wotld will inewtahly divide mio regsonal blocs
in Eurcpe. Homh Americe and Asiy. Bal thas
wiald be 8 retrograde step that wouldl smeos:
great costs for countnies thal did no |-r|:|l.'.||:- [ix
imtocregional blocy. [0 wauld raise the speter of
mmperialisn, in a ditfercnl form. And il would
TausE yul:ul [ LU EY

Canadinns wha belseve their couniry shoald
be @ chamgion of multibateralism fear 1kal ¥

 Why Trade Pact Draws
' Such Fierce Opposition

diead with fhe United Siuies will gncourage
regiomal blocs

Thes slic warry shom the mplications of
nother form of hilateraliom — the acliempl by
the Unised Stabes to negolisle separaie free
irade deals with dilfeeat pans of the workd

There are suggessions of a Mexico-115, froe
irade. And Prame dlinder Nabooro Takesheia
of Japan said recendly i MNew York that Bis
conliry, &l ihe 115, mq.—sl‘inn. s studnng a
free erade arrongemenl wiih the e States.

A series of such hilates] free irode srrige-
menii goidd also destray the muldaterad ses-
Ler. Bt many L'an;dmm‘ud br‘-l'l.:ﬁ: that the

il agreemant signedhy My Muolropey s
ﬁmaﬁuu Fuiled jo obeale the pecure
access 1o the LS raarkel that it had sought,
simee Canaca 1 sull exposed 1o U5, counler-
vail, safguard and orherd rade setions god 10
Fudure prolectiomsim thmgh fistene changes 10
LS. tisdie law

The price Cansda paldl 1o obiain 1k elimi-
aaton af LS turiffs dver 1he nect decade wes
unmecessarily high disce amiiar el redwe-
tioas coulil kave been ohisine] al hywer oodl m
the Urugsay roand, Even withial the hikaierol
artaigements, more than B parcénl of Cana-
dian exports go 1o the Dnned States githe
tanif-free or at mies of lets than § peseend

I reriwmn fior che eliminaisin of Peomaimme:
tariffs, Canada has given & wide range of LL5,
service Industries the nght ol estidlishment
anid netional trestment. Canadion costmols on
115 direct mvestmenl ane lorpely eliminated
exceps for takeovers of 1 biggest compames.
The United Slates ks gaited significan) rghts
of access bo Canadhan energy and 1o ather
nafura rescuroes. Canads will he comstraised
an the deévelopment of indusiral poficies

Moreover, the agreement conlemplaies A
Turther-rosmd of segotaipans wiec, i sucoess-
fol, woald mean, Torthet mipor changes n
Canadian palivies af bath the Tederal and pro-
vinceal beviels, Bf effected, these changes wonkl
vy sy lingening doubits about Canada's
futire a5 & distnct socety 10 Moslh Amencs:

Casadans wihis O Pl the hilztesal tracde
deal recognize that forcipn maieds, especially
bt nicd caly the LLS. markel. are essential 1o
their economie progress. They also recognize
that & grest deal nesds 1ovbe done by Cadedi-
ans 1o make their own eoonomy moce compeli-

r Canada Trade Profile

Exparts
{in biftigns of Canagen oolars)
] &0 TE 1D 123

"Parcertinge exporied ol S |

imports

(e Biians ol Canadian dodlaiy

'Pestniage mporied irom U5

Five Top Exports 1o the LS,

IhSdlns of Cansdsin dollari

Mctor Vehicle and paria $31.500
Pulp and Pager 5107
Lumber and saai] prakects 5.265
Petrodim 4870
Chemicel and Factlizar 1.891

Bouroe. Bank o' Candaos

tive in this high-tech age, Ard thew wasit pood
relainoms wilh themr Amisncan pegdhbors,

Bt Camsda- U8, free rode 15 aob the way o
do 1. While Canadiens wani scosopmic pro-
e, they nlzo wanl ihsr own coumiry. The
irade deal menfices mech of the cousntry's
favare for lower aniffs. Formesely, there s
i GATT alternative

DAFTI CHANE it dhe eromoemioy ealiner of The
Fronia Spar

.

s T

Mulroney Fighting
To Improve [mage

Continued from page 7

major economid [orecasiimg
growps had prodicted severad vears

O the constitutional froat. Mr
Mulroney and the 0 peovincis]
premiers negotinssd what is called
ike= Mesch Lake accord, named lar
ibe venue rear Chiawa where shey
mel. The accord aftempls [o pet
imb  the Consitetson live des
mands made by Premier Robert
Brerass of Queher aller bis eleg-
tiom im 1985, and thus hrng Qae-
boors 1o ooy pobicaly the
comitinions]  chaiges of 1581
ihest they spumed in o unonimes
vaile of the Cuiebee [egisisture

Se Tar, five Canacian provinces
have ratdesd the accond, and ke
lederal Varhamind i aboul 1o dis
wa. Hul ibe opposiion of 1 new
Literul govermment in MNes
Wrunswick and the unceriamiy of
0 new munonly  povornment
hfanioba pts the aocand s Mugure
i douhn, because such & constiu-
tional mmendment requires e
mnanimious consent of the 10 pro-
wincial govemments and the {eder-
al governimenL

The free irade agreemeni with
the Utnaied Siakes, of course, |y he
misl imporiany mipative of e
Mulroney govermument, a bobd hut
combroversiad departure feam Cae-
ada’s Biston: rEockancs 16 foler 3
Feoe trade nrasgemenl — Of poci-
procisy, ng it was onee eslled —
with & neighber 10 fimes more
oS

The agreement would phase out
tnndff over 10 yesrs, [Mier bith
governments (rom meerlering 1o
proiecl Somesles tndusines, guar-
anbee American acoess 1 Cannd:-
an energy resowrces, lower sohe
siantinlly barriers ta U8
mwesimens in Cnmandy orad cronle a
ti-pational panel to asasi more
silvimy trade dispulis

The agreement has been biibarly

denonnced By oaloursl - groups, i
irade nmienizis, the aabional Lik-

eral and Mew Demnoorstic parizs,

and by go-called Canddias nation-

wdises, |ed by the larpest cinqulation

paper in Usnada The Toromto

Htar

Bzl pushlsc opninn surveys have
consuenily shown of worsl &n
evenly divided popuiation: gl et
n mjorily i favor af the dgroe-
il L-:rl.u:l|:l- . (ueher amd
thrcrghout miosd uf wesicrn Cana-
da b ey favos the dezl

The legiliticn  isplemending
the Eeade 2greramem) wnll produics &
lomg. hoe polivicnl summer Al
||1|:u|d| |:'H|||||..'i.|.lll would love to
Mee bumid Ciawa, the trods legis-
lwinom and msecried pcher pnony
Bulls cloging Parbament’s agenda
will keep MM hrmmermy cich
other through July amd pathaps
imbgy Adigisi.

W the goweraments  polaical
Tortanes smgmave, the Comservis
tivers want 10 call the electwn this
[all farher tham cxrry o5 imlo whad
woukd be the fifth vear ol hoi
jnasdete. 11 the polls costmue Lo
pal ihe Cowservatives o Laird
ploce, hiesver, they will have no
chanive but jodetay wntil the win per
ar gpreng on e theory that hang-
ifig Lommornde s preferable 1o
haivging by

Scarcely a weck passcy witkoud
Prime hMinister Mubroney irimg &
new device 1o mestore his popubari-
ty and {hat of his pasty, The eco
nomic summil mecling in Torana
of the Ciroup of ‘Seven nations,
which begins Sunday, and the towr
of Wesl Euwopean capatals thal
proceded it ahg pas of an-effon ig
prgsent M. Mulroney 25 a comEpe:
fcnl, Ve gmesnrtnnl, plm‘:r ion Lhié
LAFETIHIONDE SIApE

JEFFREY SIMPSN iy o mafad
al eofmiin fiw The Glels and
Mg
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Woinnipeg b o a billicn dollar invess
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sethsg Lok kit Fie e, Bar you nesld
infeerrarenn Frss
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Canadians hope the mew $163-million, glass-and-granite National Gallery in Ottawa will nurture their cultural identity.

A Young Culture Struggles to Come of A;

By Ron Graham

TTAWA = Rome may not bheve been buill m a
day, buy 108 2 leag tme for the
Maenal Gallery of Canads w establish deemt

auiries in Onawa, Perhaps thar's the May
qmﬁﬂ:h:mmuuummlunﬂuh splendid
piilsce mwvﬁlha ride and iom rarely
nocorded pubix ifecture sinde Expo 67 m

Monireal,

Even its sharpest oritsa conceded that the §163 mallion,
glazs-and-granite extravaganen, designed by Madhe Safthe
on 8 magnificent poand overlooking the Parliament budd-
ings and the Otiawa Rrver, 18 Yan ingias) |andmen des-
tined for popilar seocess ™

Pari of the joy was simpbe reliel 81 ao loeger having 14

European

wvimii the v callaction of , dhmerhcan and
Canadinn mesiers in the dengy. beaiy office buildmg thai
bad been the Gallery's home sinos 19860, Tt alse reflected

ﬁuﬂg’lpﬂﬂiﬂﬂﬂdmmmmmﬂhﬂui
e,

anadiaos have had Sheir internationel schievemenis,
whether the novels of Robertson Dravies and Antosine
Mailler, ithe paintings of Jean-Pail Rlopelle and Afex

Colville, i masic of Clenn Gould end the Mominsal
Symphony. or the films of Morman Jewison snid Denys
Arcand, Bui there remming & pessistent msecurity ikl
iCannda itseldl jn't quite a civilived plice,

Iy bt res the extersar of (he pew gallery is a pesfiect
mtmmatﬂaud]mmudkm.ﬁ;h

bt facade is exciting, comfidest and of soaring aspirasion,

it fromts & monumenial banker whoss wilitanian austerity

&t 2 skimping of hoih imagination asd money. Simi-

larly, behind the energy and smhition that characierize the

Canadian srizstic community today, there kooms the im-
premaom of o culture ander siege

The limited markel foe ewen the mest popalar fomms of

art has led o a tidition of hegvw sine subsidizaiion, as
well as o vonezant complaint that the money 1’ eoeegh.

That comgluint hae grown loader ander the Progressive
Conservative government of Brian Multoney, When Otta-

i fel with reducing its spending enerally,
I-‘I..IFI mhwhmw}u:fmnmrwhm-
rines hefore ardsds and culharal insislaies.

o fact, afier tbe new Oallery bad been dmibinted by the
previous Libernl government, if was ofien smgled out @ an

of waste and fally by the same Conservatives mow
basking i its ;Ju:u'L3

Mome alarmang has beem the government's tendency o
link its fmascial contributions §o its polifical purpaoses,
Mothing threatens the guality of Cenadian caltore more
than pulting party comiideralions ahead of ment in the
bestorwing of granis and jobs. Recently, scandals, moompe
tesce A inlerienence hive damaged saeh cricial srgas-
zations as the pelonal m development agency, the na-
ticmnl performing ams center and the maln  cubtaral-
lunsing baody.

It the stropgle agaisst inching philistinism &
nothing new, it has taken an signsficancs with the
free-trnde negotintions befween Canade and the Lindted
States, While the Mulroeey government has boasted that it
kept culture cat o the deal, many woery hpw long Canada
can withstand ican demands for unlimited peneim-
dea into Canadipn publixhing, broadeasting and other
protectod cuftural mdustries. Already Otinwa as had o
campromnss s (i and broedeasting polsces in the Face of
presgure from Waskdegion,

RON GRANAM s o Congdion fournalist and the auror of

- e Kimge: Power gad [lusis In Conadban Palities, ™

¢

In Quebec, Nationalists
Pin Hopes on Trade Pact.

By Lise Bissonnette

TTAWA — English-Cansdisn natioaalisie,
drawn moatly froon the-intelligentsia. are
sinmewhal ushappy with Quebec thess
da__-_.g, Canada's aniellecipal amd caltural

clifes are musierng a rare quassmanipity sgainal
the recent Canade-1).5, Free trade spreemend,
deemed to be {he Trojen borse for the Dnad “Amen-
canmation” of ke cousiry.

Bul proiest is margingl mothe F gking
pronince where culiural worries should have been
expocied bo heve send many & the Fromt lings of the
resadLance mMovomenl

Chsive 1o the comtrary, Cuehes B showing o me
qui.ﬁu-unmunmiz'ﬂf ¥ owm in approving trids likes-
alizsiane with the Lmitad Ssotes. Both the leadership
of the goverming provincinl Liberal Parry and the
Parti Omébéoms, the rakist pErty oow LN oppost-
b, fepbore enilvasidshe fréé Ermleis.

Both big nnd small busiesses shane the federal
and Cussher povernsments’ sonfidence tha the aooord
will bring added peosperity. And alibough tmde
unlonisls dre somewhar mode rebectani, ther formal
albemmpl ot cresung & coglifion agains free irade has
vamished, Culturnl ciscles are practically silent; thetr
pesumpdion is that the natural language barrier be-
rween Cueber amd the mest of ibe Morih Anserican
continenl is ¢énough of B protecsion agaimss 118
iR,

Such geaeral optimism les s shaky groond. St
1% o e et of Free trade with the Umited Statea
am ke Canndian sconamy terad 16 show ihal penph-
ernl regions = the West and the Mamiames —should
e the winrers. Manulsurng provinges, sach &
Cmsario and Guebee, will have 10 ga (hrough mach
muowre painful restrucioring; and wntil they da, it will
‘e almost mmpossble 1o dssess the overall benefit, if
any, of the new arrangement.

The latest and mosl oplimdstic stodies show (had
emplovmeni in Quebes, could grow by a lifile more
than I percentags invis from mow umiEl 1993, amd
that Quebecs GDP could gros by slightly aver 1
percent, &0 mach has et 10 be discussed concermang,
ihe implementation of the tresty that Cuehess
3|.||;|E-un. Tor ths agreement amounis b slmpbe act of
fanth,

*Such a supparl hss mose 1o do with an ideological
mandigt rather 1sen scumd cosi-benefit anabysis,”
said Professor Perre-Fanl Proulx, an ecomomisi al
the Unlversizy of Montreal. He has sudied Canuds-
an-L1.8, and Croebeo-LL5. trade Nows since e | 970
Altiough stilll im favar of liborallsaibon, he stands 2
caution incarcabed, warsdng, that twagh questions will
arime us b Bhe elfect of the aocond. Provinoal jorisdice
Eioms ower e senvice sector, he professonal corpo-
ratics and I||:u'LIL-i: ricieg practices, for example, ane
already cha l:nil.t«ijJ

My, Prowls snd oihes EXpieris are especially wor-
risxd ahaount domestic energy polioed. LS. oppodition
1o price subsidization could push Quobec’s kow cost
af &,111:;!'".' elecinaty ko mdre “inbémabonal™ Jeveln

Flectricicy, howsver, & Charboe Prooser Roben
Bwrassa’s main reaton for suppariing the accord,
Quebec’s dlecmicily eaports 1o the United Sinves e
recenily moved [rom 5|.Lr|:l.|us selling fe firm _nrll-ll
guarsntecd lonp-lerm supplying comtrects, mainly
with ihe eighboring Mew England sinies and New
York, Mr, Boarasss sees these exports, and the truge

hydro-eleotric dewelopmend they will command o
norihern Chosher, &5 e backboss: of Cloebe's sco-
nomac Tstare. Siahibeing the rade climate it the
United Stares (s thize 3 musst 5

The naticoalist Parli Qs ps Mr, Bourds= s
best and most bizame ally. 1o oew leader, Tacdgies
Purizesy, B0 ecomomis] ws [insadue niisied in
the former Pastl Quibécois government from 1576 1o
[a5A4, herbory long-term Bopes of Bis oun ahowl a
Coebec-11L5, axis prﬂ!ir.l'r. that Gurhec’s depen
dence on the rest of Canads will decrease proportion-
niely o ke erengibeming of ks LS trods link. And
Cruebec’s indepencence shouhl somsebow Folbow al-
wrally, when the wles makes escemomic 28 well &8
political sensc.

Freo trads with the Usibed Siates mesns a plall toa
market soonomy meech more hen 1o U social de-
mceracy that the Parti Québsbenis @ also supposad ta
care so much for. Bal Partl Chdbioss sapponien
1hm:-_1|.1|r=- i thexr regowery From a bitter elechoral
defeas have more pressing basiness than questioning
Mr. Pariresu's daring assumptions.

Ther icternal problems have helped Mr. Boarassa
crente ana unprecadebad climats of cooperalkon be
tween the Cheebes powermment and the Tederal gov-
erniment, headed by Prime Miniser Brian Mulron-
s Progressive Comservative Party, This simcgs
Liberal-Conzervative alliance m CQeehec 15 infumal-
ing to the federal Liberal Farty, whose loag hold an
porwver | 1963-1084) wak larpely dwe to & quasi-minip-
oly of Jushec vopes

Mr. Bourzssa argd Mr. Mulraney, who s alss fram
(Joeber, managed list June to talk Engtish Cannda’s
rine provincinl premiers min aooEpling & comilii-
tiomal acoord with Cheeber, the ondy provines 1o have
rejecied the 1942 comstiutional reform of [oomer
Prime Minster Fierme Elbot Trodeau

HE Meech Lake accard, ns the 19ET arrange-

ment is known, has salshed ssme bage

Duehec demande. Amsang olhiers! s constl-

tuticmal preanshle foemally  recognizing
Ciehes 25 & “distinct soctery” witkin Canada, in-
crensed comlral over dmamigraton, goaraniges ae io
the provinoe's represeatailon among the Supreme
Court judges, new mules governing fedeml spending
powe im fhelds of provincial junsdiction,

Muach more heasedly debwied = Queber ikan e
Canadian-U8, pocord, the Meech Lake seoond has
ben demoamced by the Parts Qadbbems:

I polls e 1o be believed, however, the 1937 deal
haj.yjjmjg::rrnrnl snppon fhemughout the provinoe
Such support has probably litile 10 da wuh this
sgreement’s rather symbolic omoessicas, which are
nEable in stop (uebec’s decliming demographic (and
political) sirengily mede the Capsdian federntion

In the bomyg term, the Cannda-LU15, free trade ac-
poed m:ig]u Eave much more iofluence on Cuebes's
eoomanmme end cudturnl futiere than the Meech Lake
accord. Baol Conado's hesitxtion o setile aminkhy
with Qaebec. cven ar a low ¢ost, is keeping- the
“nationnl question” alive and well-anchomd ot the
e af 1t proninee’s politicnl npenda

LISE BISSOWNETTE 5 0 jowmehs aml polinca
cotwmnint bared' in Momtnedd

Canada Cautiously Tries to Be a ‘Helptul Fixer’ in Central America

By Jonathan Lemeo

Siates, 1 18 unbikely it the gov-
m:mhmﬂliﬂnlm:

justoe and a failure 1o mstitwie

Brian necessary économmc anxd social re

ASHINGTON — It 15 d d]ﬁﬂ.{f o dlstlngt.ush

The Cansilizn govem-

monl, prest and a
m:umuL u:-!er'th::hr-sj

e recently fu their
EEUun fir the role hat Canada
might play in ihe Central Ameri-

AR prOCESs,

i ih 8 pew 0 since
gs recently as 10 vears ago, few
Canadlians knew or cared aboud
thai part of the warld,

The resscns for thas new IO
range from a genuing concem for
Central Amervcan relugses and an
m&mﬂmﬂ}' o warget  Canadian

where il can demonsrably mm-
prove Bving conditions to oppor-
tunities fior basiness invesiment i
the region and & chencs o distn-

ish Canadinn foreign palicy
ronn - A mETicn MImp&dlb{'tathy
increpsing the percepdian Eni-
da ns mn internations] “good guy”
ol “efplul fiies ™

To understand ile growlh of
Eheid imberest, mﬂn undersinnd
smething abdui v senil-
iive Canadian view of thelr com-
plex, mnd oecksionally froobbed,
relationship with the United
Stades, The relstionship has leh
Canadians with mmhivalent feel-

ol superioniy and issecuty.

ulpﬂ'll.‘l‘l'l‘j’ it = mesnt I:'|1.l_.'l
Canadians take great pride in their
extenpive sociml services, thedr
clean cithes, the relative lack of
wiokerics (8 thisir eountry and. most

CANADIAN
IMMIGRATION
INVESTMENT FUND

opproves] by Congdion Gov-
ernmard providing landed im.
mighant siohem o Covada for
groalified  investon wubscrib-
ing for minimaen C_$250.000.
Avaboble immediolaly.

{416) BEG-2086
FAX; (415) B33-4001
M. ART BANDERS - PFRESIDENT

Bpecahels in 1he Mﬂﬂq and
1 of CsanMA mancian:
s worlcwics, &5 well s
‘ soumging inbanationalhy.

£ ¥

Canadian foreign policy from
American interests.

Mulromey woaild ke @ fore
policy sotion differend. from
Amesican ong il ithere were a par-
ceived risk 6o ibe free trade deal
Perhaps the sharpest divergences
between the Undted States sbd
Canada on Central Americs com-
erns the roois-of the conflict. The

forms. Canadians have srpued
that mterveniion by s o
ws cnly aggravaies the situa-

Cangds regards the Anas-Con-
indora-Esquipala: plans a8 the
anly viahle means of resolnng ihe

imporiantiy, the extremely
loreign press they eoeve the
supenor repaiation  they  enjoy
mrowened the world. This they con=
trast with the apperent U5 fail-
ings in thess areas,

The Canadein wmse of insscuri-
tw 15 fostsred by the dynamic LL5.
ecomarmy, the Amencan super-
power sladis, e Yigranl Amori-
can cuiltieral indusiry, acd, most

Lh, the shoer dominsnos
al Meorih Amerca (hsl the Unklad
Slates eopoys by virtae ol it stxe,
its mulitary capactly. (b8 acomomy
aral ite large populaton.

All thds 1= pertisent (o Canada's
Central America policy becauss i
has allowsd Cinada to follow a
relotively independent palicy in
the regian. Canads can advocate
an indigenous walitsan 4o Central
Amierica's problems. Ir ean alfer
it advics lo a venflicalion oom-

mitkskor and its tro0ps (o 8 peace-
tl:g' misgion in sccordance
with the Arias-Contsdors-Esgui-

pulas plans.
Ag o resalt, it has been able o

sserd (sl “h.dm mﬁh.-mni
“ g * while ol f
the Umﬁ Stuies,

I b alse been able (0 asseri ks
gubonoay rom the Urised Siaies
and iberchy demonsirate s em-
pagp' for Third World nations

conrse, Canadian policy-
mikers are nat sn shanmghied as
in completely diverge from US
poficy. As as ally wilh many
shared inberests, 150y wold nover
i s Fir ik L eitbarenss Lhe L nbt-
od Stanes.

And IneE Lpated Siates has neves
penakissd Crmadn lor jte policies
m Ceniral Amenca. Thas may be
becopse Canade has never been
peerceived a5 thrent of &n énabar-
mssmment, or becawse 15 policies
gre fiol consadered iMiparlant, of
becaiase of an honest L5 sense
thas Canads i encided 10 115 oem
paditba

In ghoudd be ackmowledged that
thir stakes in the region had, until
rocenily, neves boom very guest
Mow, howewer, becamse af (e free
irade agreemeni with the Unined

comflec, Joe Clark, the secretary of
state for ecternal affnirs, bas en-
doped the Caraballeds declara-
tiom, the slatement af the Canita-
dorn nathoes &nd Llfr. Eunm#ﬁ;
sappor i in Jamuary
wigich m?;;l E:lr mn erd I:v.?:id ta
ibe= comerns amd the resumpdian of
peeace talis in Cestral Amenica,
Cannida has provided the Con.

Kissinger Ciommissicn repori of
1984 pomayed the aomflics as an
‘exiension of Fast-Wesi rivalry
Iy combrast, sucoessive Canadi-
AN goreemments ance e § af
Prime Minister Peerne Ellioae Tru-
dean heve veewed the conlbel &5 8
resull of lervible poverty, uneven
dustribuion of weaslih. social m-

CONSIINERING AN EIMCATION
N NORTH AMERR .Y

B How does your 1.'£|.!|d COipars with studentz in
Canady and the U157

= Epn:;’rlq' sducational passssmenis [.m.l-!l."hn-l.al oo 1am-
versity levele, . ]

® Intensive ehort-term English [anguaye trining also
available, ,

® Services provided as possible anywhers in the wordd,

LYNN HATFIELD, B.A., B.Ed, M.Ed.,
SPECIAL EDUUATHIN SPECIALIST

Twenty Vears Fuparienns
Ansesmment, Cenmalting, Programs

112 Orchant Park Boml, Lidsay, Ontarie, Casada ROY 544

. )| 5H l:n':r:l'-ﬂz'l-ﬁ:ﬁ Fax: -;':ﬂﬁ-]?ﬂﬁﬂ-l’ﬁﬁ. ———————

isdora groep with commenis on
the wechiseal aspects of werifics-

eep ibésr prommses. | could also
hedp tonduct democratic shectiony

the regeon i, of coarse, ils desine
to remuin on the best of termm with,

tion. Botk Biropean and Cemirel
Ammenican countries have ex-
inderest in s inereased

Caanidian role in the peace effores,
Some » i ehat since Cansda i
nol regarced with iciom oy the

Cenbral Amencan peisans, it oould

or {ram local election offfcals.
Hewever, some suggest that
Canadda’s infleence comes |ess
fram pnliﬁul EEprEssion 1hnm
from the scores of mid progects
umdertaien by the Canadian In-
ternational Developmen Apency,
Between 1952 and 1987, Canada

the Umited Stafes, Amd it will not
parsiae  policied (Bal doverge oo
sharply F:in: LLE. Inbevests.

is hampers s credibulily
smong Cenfral Americans  and
makes i1 thal much more dif ol
o persmle. them thof Cenada is
nirl a LS puppet .

scl 15 3 bridpe between them and

the Unated Siaies

Canada's msost substantial con-
tributons might inchode iaking
part in an misrnatioasl foice to

supervise the cease-fire and

img obssvenn to verify thal the
signatories to the pesce treaty

pave mome fhan $105 miflion &
hilaternl mid ko Ceniral America,
trigling ils sasiidanin Lo (he feging.
11 alsa dinated more (bes 55 mwal-
v therough nongovernment orga-
nizalbons and mmiliidseral bodses

Cannda’s greaiest consiraint in

mend-

Washimgon

JONATHAN LEMOG O o s
ted prafessor of Canadiee Shodies
and Comparafiee Fmifics af e
Johar Hopkiren Liniversity School of
Advanced fmiermational Studier

*

THE

People [rom all aver Morih Amenca look o The University of Britigh Cobumbia for

comprehensive umderstanding of che Asin Pacilic and its peoples. Witk one owl f 51
neulty involved insome focet of Asia Pacific relalions, and exchange agresments with 33

| Agian amivertities. UBLC cleardy lesds Canads in resching out 10 the Asn Pacific regiom

T learn more aboul the history and ithe future of UTB{Ts Asin Pacific tes,

LOOKING FOR AN INVESTMENT OPPORTUNITY?
LOOKTO CANADA

FBEDB — Venture Capital Division.

mnlurlnﬂ in & country can ba risky. Venturing In Canads with one of its largest venture capital
arganizsticn &s & partner, it's 8 risk you can well afford 10 take

The Venture Capital Division of the Federal Business Development Bank will introduce you 1o

a thriving ecanamy with a prosperous small business sector that walcomes imustors.

Ohur Verure Capital Division can offer you the finencisl resources and the experience you nesd to
break into a vibrant markel place that still offers pienty of mom 1o .|i|r|:r-.~. It can apan the door Lo vy
number of exciting investmient apporiunities to co-myest n ameng

With a portfolio of mons than 60 compenies across Cenada, 8 staff of seasoned professionals, 3
strategically located offices in Montréel, Toronto and Vancouver, and & direct line to 18000 private
compenies, 8 partnership with us will halp you find tha imestmant opportunity you are looking for.

Consider the advantages. Consider Canada.
Call FEDB Venture Capital Division
Call at; (514} 283-3609 or Facsimile: (514) 2ZB3-7675

)

BACKING INDEPENDENT BUSINESS

Fedaral Business
Develepment Bank  de

rug growth companies in Canada

Bangue fadurale
weloppement

{ anadd

senid [or o copy of *Towand e Peclic Century ™,

Ayvarlabbe [rom
The Community Relations Odfics,
The University of British Columbiz,
1W17-6228 Memarial Boad, Vancouver, B.C., Canada VAT 1WE
Tel.: (604)228-3131.

UNIVERSITY OF BRITISH COLUMEIA

The Partners of

Smith, Lyons, Torrance, Stevenson & Mayer
extend compliments and best wishes

to the Delegates to the
Toronto Economic Summit
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Telephone: 4 16- 359-7 200
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