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10 DOWNING STREET
LONDON SWIA 2AA

THE PRIME MINISTER 28 July 1989

Thank you for your letter of 7 July about the Economic
Summit with which you enclosed a copy of the statement
Dran

ML T K

also sent to the Chancellor of the Exchequer.

The outcome of the Paris meeting was very satisfactory.

A great deal was achieved on a wide range of issues, in
particular on the problems of the world economy, and
anvironmental and drugs issues, on which the United Kingdom

made A major and positive contribution.

Many of the concerns expressed in your letter and the
enclosed statement were thoroughly discussed in Paris, as you
will have seen from the Declaration. It reaffirms the need
to continue with the sound economic policies which have
brought greater prosperity. A common commitment was made to
bring down inflation, which is most important, and we agreed
on the need for continuing cooperation to further reduce
current account surpluses and deficits. The Summit also
emphasised the vital role of continued structural reform
promote competition and incentives in improving economic
efficiency. We agreed to continue to promote other measures

to remove inefficiencies in our economies including further

policies aimed at giving more flexibility and mobility to the

labour market and reducing unemployment. Summit leaders




confirmed their determination to fight trade protectionism in
all its forms and committed themselves to a successful

conclusion of the Uruguay Round.

The TUC statement encourages OECD Governments to
coordinate their policies on growing economic links with the
Soviet Union and some Eastern European countries., As the
Declaration says each country is developing initiatives to
encourage economic reforms and offer the opportunity to
develop balanced economic cooperation on a formal commercial
basis consistent with the general principles of international
trade. The Summit countries welcomed the reform process
under way in Poland and Hungary. They highlighted the role
Western assistance can play in helping develop more
competitive economies in these countries. They agreed to
concert their various national initiatives to support the
reform and charged the European Commission with organising a
meeting of interested countries. This is to take place on

1 August.

I note the particular emphasis the TUC places on the
need for progress on the debt issue. This too was at the
forefront of our discussions. We reaffirmed our support for
the agreement reached at Toronto on the debt of the poorest
countries. Thirteen countries have so far benefited from
these improved terms. For the middle-income debtors, we
expressed our commitment to the strengthened debt strategy
which emphasised the importance of voluntary market-based
reduction and provides for the use of IMF and World Bank
resources in support of debt reduction transactions. We also
reaffirmed that the most sensible way to tackle Third World

debt problems was on a case by case basis with the

cooperation of existing financial institutions rather than by

creating any new organisations or structures. We also
recognised that development is a shared global challenge and
underlined the continuing importance of official development
assistance and the quality of the aid. At the same time we
urged developing countries to implement sound economic

policies.




I was particularly pleased with the attention paid to
environmental issues, especially to the ozone layer and
climate change. These are matters of growing concern as the
Trade Union statement points out. The United Kingdom's call
for a framework convention on global climate change was
welcomed as was the emphasis we place on the need for
policies on environmental protection to be both
scientifically and economically sound. I welcome particuarly
the call in the Declaration for international bodies dealing
with the environment to be strengthened, and the support
expressed for the preservation of the world's tropical

forasts.

You mention that the TUC statement had been prepared
he recent events in China. The repression there was,
course, strongly condemned at the Summit; and it was
recognised that the future of Hong Kong depended greatly on
the degree of support forthcoming from the international
Community. I welcome the way Summit partners acknowledged
their role in maintaining confidence in Hong Kong. Although

Britain has a particular responsibility, I am sure that Hong

Kong people will take comfort from the support of the

international community. Partners also recognised, however,
that much depends on the Chinese Government: they must take
early, sustained and tangible action to begin restoring

confidence in their intentions towards Hong Kong.
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Norman Willis, Esq.




10 DOWNING STREET
LONDON SWIA 2AA

THE PRIME MINISTER 28 July 1989

Thank you for your telex about the Economic Summit.

The outcome of the Paris meeting was very satisfactory.

A great deal was achieved on a wide range of issues. All the
Summit leaders demonstrated a desire to work together to
resolve a range of global problems; we addressed in
particular the problems of the world economy and
environmental and drugs issues, on all of which the United

Kingdom made a major and positive contribution.

As I said in my statement to the House of Commons, the
Summit reaffirmed the need to continue the sound economic
policies which have brought greater prosperity. The
Declaration stressed our common commitment to bring down
inflation, which is most important, and we agre=d on the need
for continuing cooperation to further reduce current account
surpluses and deficits. The Summit also agreed that
continued structural reform to promote competition and
incentives is vital for improving economic efficiency. We
confirmed our determination to fight trade protectionism in
all its forms and committed ourselves to a successful

conclusion of the Uruguay Round.

In your letter you drew attention to two 'critical
areas' for the Summit, both of which we considered in Paris.
On the problems of external indebtedness, we reaffirmed our

support for the agreement reached at Toronto on the debt of




the poorest countries. Thirteen countries have so far
benefited from these improved terms. For the middle-income
debtors, we expressed our commitment to the strengthened debt
strategy which emphasised the importance of voluntary
market-based reduction and provides for the use of IMF and
World Bank resources in support of debt reduction
transactions. We also reaffirmed that the most sensible way
to tackle Third World debt problems was on a case by case
basis with the cooperation of existing financial institutions

rather than by creating any new organisations or structures.

I share your concern about the environment and I was
particularly pleased with the attention paid by the Summit to
environmental issues, especially to the ozone layer and
climate change. These are matters of growing concern, as you
point out, and rightly featured strongly in our discussions.
The United Kingdom's call for a framework convention on
global climate change was welcomed, as was the emphasis we
place on the need for environmental protection policies to be
both scientifically and economically sound in order to
achieve sustainable development. I welcome particularly the
call in the Declaration for international bodies dealing with
the environment to be strengthened, and the support expressed
for the preservation of the world's tropical forests. I also

welcome the emphasis placed on the interests and needs of

developing countries to sustain the growth of their economies

to meet environmental challenges.

Next year's special session of the General Assembly
will, as you say, address a wide range of important issues
and the United Kingdom looks forward to playing its usual

constructive role in the proceedings.

o"\' (¥ VRl )\‘G‘L(‘—(\
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His Excellency Senor Javier Perez de Cuellar U=k

el




b7 > -
) v“qx‘ } .///r///// (///’/’/’)L“"
S U™ e 7o
. /7 ///'/'/' S g ///(/'//,

P‘é 1//"///)r'/), 7’ 7

821 1 27th July, 1989

I take pleasure in enclosing herewith the text of a message
addressed to the Prime Minister, from Signor Ciriaco De Mita,

together with an unofficial translation of the same.

I avail myself of this opportunity to send you my kindest
regards.

\;_ R { 4L

e
Livio MuiiéFalconi
Chargé d'Affaires a.i.

Mr Charles Powell

Private Secretary to the Prime-Minister
(Overseas Affairs)

10 Downing St

London S W 1




AMBASCIATA D’'ITALIA
LONDRA

TEXT OF THE MESSAGE ADDRESSED TO THE PRIME MINISTER, THE RT HON
MARGARET THATCHER, MP, FROM SIGNOR CIRIACO DE MITA.

"Signor Primo Ministro e cara amica,

rientrato da Parigi, desidero esprimerle la mia viva soddi-
sfazione per 1l proficuo lavoro svolto insieme in occasione del
vertice e per i cosl positivi risultati raggiunti in uno spirito
di grande collaborazione.

Nel lasciare l'incarico di Presidente del Consiglio, vorrei

anche manifestarLe il mio compiacimento per 1lo stretto rapporto

personale da noi mantenuto. Serbo vivo il ricordo dei nostri incontri,

in particolare di quelli a Pallanza e a Londra che c¢i hanno dato
modo di verificare in un clima di grande amicizia, la profondita
dei legami esistenti tra i nostri due Paesi.

E' per me motivo di grande soddisfazione constatare quanto
siano significativi i progressi compiuto nel quadro del comune impegno
europeo ed atlantico e per il consolidamento della pace.

E' con questo spirito che formulo i miei migliori auguri
di sempre maggiore successo per la Sua azione di governo e di benessere

per Lei e la Sua famiglia.

Ciriaco De Mita".

Message dated
Rome, 27th July, 1989.
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Signor Ciriaco De Mita
The Prime Minister, The Rt Hon Margaret Thatcher, MP
27th July, 1989

UNOFFICIAL TRANSLATION

Dear Prime Minister and Dear Friend,

Back from Paris, I wish to convey to you my deep satisfaction
at the work accomplished together on the occasion of the Summit
and at the very positive results achieved in a spirit of close cooper-
ation. In relinquishing my post of President of the Council of
Ministers, it is my wish to express to you my pleasure for the close
personal relationship we have enjoyed. I have pleasant memories
of our meetings, in particular those at Pallanza and London, which
enabled us to verify, in a climate of true friendship, the depth
of #we the ties which exist between our countries.

It is for me a source of great gratification to reflect
upon the very significant progress made in the ambit of our common
European and Atlantic commitments and for the strengthening of peace.

It is in this spirit that I send you my warmest best wishes
for the ever greater success of your Government, for your personal

well-being and that of your family.

Ciriaco De Mita







Foreign and Commonwealth Office

London SWI1A 2AH

27 July 1989

)

Paris Economic Summit: ILetters to the Prime Minister

Thank you for your letters of 7, 11, and 12 July
enclosing letters to the Prime Minister about the Economic
Summit from Mr G N F Wyburd, Director of ICC United Kingdom,
Mr Norman Willis of the Trades Union Congress and Sr Javier
Perez de Cuellar.

I now enclose draft replies as requested; they have been
cleared with the Treasury and the Department of Environment.

Nca
//3\/\)/3 Ir S

(R N Peirce)
Private Secretary

——

C D Powell Esq
PS/10 Downing Street
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Copies to:

His Excellency Mr Javier Perez de
Cuellar, Secretary General, United /

Nations Organisation, New York

SUBJECT:

1. Thank you for your telex aBout the Economic

h" Y
Summit. / ' ‘p \ S

I I—thonghélzge outcome of the Paris meeting was
very satisfactory. A great deal was achieved on a
wide range of issues. /All the Summit leaders
demonstrated a desire to work together to resolve
a range of global problems; we addressed in
particular the problems of the world economy and
environmental and drugs issues, on all of which

the UK made a major and positive contribution.

3. As I said in my statement to the House of
Commons, the Summit reaffirmed the need to
continue the sound economic policies which have
brought greater prosperity. The Declaration
stressed our common commitment to bring down
inflation, which is most important; and we
agreed on the need for continuing

cooperation to further reduce current account
surpluses and deficits. The Summit also agreed

that continued structural reform to promote
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competition and incentives is vital for improving
economic efficiency. We confirmed our

determination to fight trade protectionism in all
its forms and committed ourselves to a successful

conclusion of the Uruguay Round.

4, 1In your letter you drew attention to two
'critical areas' for the Summit, both of which we
considered in Paris. On the problems of external
indebtedness, we reaffirmed our support for the
agreement reached at Toronto on the debt of the
poorest countries. Thirteen countries have so far
benefited from these improved terms. For the
middle-income debtors, we expressed our commitment
to the strengthened debt strategy which emphasised
the importance of voluntary market-based reduction
and provides for the use of IMF and World Bank
resources in support of debt reduction
transactions., We also reaffirmed that the most
sensible way to tackle Third World debt problems
was on a case by case basis with the cooperation
of existing financial institutions rather than by

creating any new organisations or structures,

5. I share your concern about the environment and

I was particularly pleased with the attention paid

by the Summit to environmental issues, especially

to the ozone layer and climate change. These are
matters of growing concern, as you point out, and

rightly featured strongly in our discussions. The
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United Kingdom's call for a framework convention
on global climate change was welcomed, as was the

emphasis we place on the need for environmental

protection policies to be both scientifically and

economically sound in order to achieve sustainable
development, I welcome particuarly the call in
the Declaration for international bodies dealing
with the environment to be strengthened, and the
support expressed for the preservation of the
world's tropical forests., I also welcome the
emphasis placed on the interests and needs of
developing countries to sustain the growth of

their economies to meet environmental challenges.

6. Next year's special session of the General
Assembly will, as you say, address a wide range of
important issues and the United Kingdom looks
forward to playing its usual constructive role in

the proceedings.







BRITISH EMBASSY
35, rue du Faubourg Saint-Honoré - 75383 Paris Cedex 08
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N L WiCkS Esq CB CVO Your reference
HM Treasury Our reference

Parliament Street
London SW1 Date 18 July 1989
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SUMMIT OF THE POOREST COUNTRIES CFD’ h>/ﬁf‘“““’e ._ i

i As you may have seen in the p%éss, «representatives» of /1%7-2
«seven of the world's poorest countries» - Bangladesh, Brazil, Burkina
Faso, Haiti, Mozambique, Philippines, Zaire - met in Paris on

15 July in parallel with the Economic Summit. This alternative
summit was organised by three Paris-based pressure groups, supported
by non-governmental organisations in various developed countries
including a British organisation called «European Farmers
Coordination». The «representatives» were, as far as I am aware,
self-appointed. I have seen nothing to suggest that there was

any official support from governments of any of the seven countries.
The 'alternative' summit did, however, get a certain amount of

press coverage, and its programme included one or two well known
names, such as René Dumont.

2. At the end of their summit a delegation called on the Elyseée
and left an information pack for each of the G7 leaders, which

the Elysée promised to pass on. I attach the pack destined for

the Prime Minister, which the Elysée have now asked us to forward
to you. The Final Declaration included in it is a transcript

from a large poster-sized manuscript which, unless you particularly
want it, we shall keep here.

7C%/’ Srn < “ <"1

/
}thr&4uj?<:f%LL]

M H Jay

cc: T L Richardson Esq, ERD, FCO
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QMr. Neil Kinnock]

democracy are both protected and strengthened? What
will be Britain’s contribution to the European
Community’s co-ordinated effort in this respect?

In her statetment, the Prime Minister reported the
group of seven’s reaffirmation in its economic declaration
of what she described as

“the common commitments to
imbalances™

and

“to bring down inflation.”

As the result of the Government’s policies is that Britain
now has the largest proportionate current account deficit
and the highest inflation rate of all G7 countries, was not
the right hon. Lady’s authority on these matters something
less than convincing at the meeting in Paris?

When the Prime Minister commented in Paris that in
countries where inflation had not risen, it was because
sound policies had been rigidly adhered to, which country
did she have in mind as having most clearly failed to
pursue sound policies?

Does the Prime Minister accept that the Group of
Seven’s preference for allocating prime responsibility for
dealing with Third-world debt problems to the private
banking system will simply ensure that the problem
remains a persistent drag on the world economy for many
years to come—not only perpetuating poverty in the South
of the world, but seriously impeding policies to protect the
global environment? Before the next summit, will the
Prime Minister come forward with proposals for action by
Governments that will help to deal more speedily and

reducing external

effectively with the Third-world debt problem?

On the vital question of the global environment, to
which the summit rightly paid so much attention, does the
right hon. Lady agree that, while exhortation has its place,
the highest priority must be given to effective action? With

that in mind, why, under her Government, will
expenditure on research into global warming this year be
only one quarter of 1 per cent. of all research funded by the
Government? Why are the resources that the Government
subscribe to the intergovernmental panel on climatic
change, referred to in the communiqué, simply money
being reallocated from research into clean coal techniques?

The Prime Minister endorsed the section of the summit
communique that condemned the indiscriminate use of
oceans as dumping grounds for polluting waste. How does
she explain the inconsistency between that position and the
fact that Britain, is now the only country dumping sewage
sludge into the North sea, with no plans to make changes?

The summit communiqué urges action on energy
conservation. Why have the Government cut, and intend
further to cut, spending on energy efficiency? Why do the
Government still propose to block the all-party
amendment that would impose an obligation on the
British electricity industry to give conservation and
efficiency the highest priority?

The summit appeared to show full understanding of the
need to assist Third-world countries in their efforts to
protect the environment. How does the right hon. Lady
justify the fact that, during her time in office, development
aid as a proportion of gross domestic product has been cut
in half? How does she excuse her enthusiastic support for
International Monetary Fund regimes that require many
countries to put compliance with imposed economic
programmes far above environmental security?

22CDI1/2 Job 1-3
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I applaud the right hon. Lady for giving credit to what
she called
“the skilful chairmanship of President Mitterrand.”
That quality of the president was exceeded only by the skill
that he showed in making seating arrangements.

The Prime Minister: On the right hon. Gentleman’s last
point, he would do well to take some lessons in courtesy
and skill from President Mitterrand. With regard to the
more serious questions that he asked, I can tell him that
Mr. Gorbachev’s letter was sent to the president of the
summit, President Mitterrand, and he will respond to it.
We all have copies of the letter, which essentially calls for
more interdependence in global economics—a call to
which we shall gladly respond. As Mr. Gorbachev says, it
will require perestroika to be satisfactory before the Soviet
Union can play a full part in that global co-operation.

On the question of food aid for Poland, we first called
for that at the Madrid summit, and the actions that Britain
agreed to take were announced when General Jaruzelski
was here. They consist of agreeing to reschedule the debt
for 1989 due this year to the Paris Club without awaiting
IMF reform. That is a considerable amount, and we have
agreed to a five-year period of grace, after which the debt
must start to be repaid. We also agreed to ask the
European Community—and have done so—to get rid of
some of the quotas on Poland’s trade with the
Community. If Poland is to pull out of its problems, it
must be able to trade more with the Community. We
further agreed to provide £5 million per year for five years
for management training, and to send my hon. Friend the
Minister for Trade to Poland, with a group of
industrialists, to investigate joint ventures.

The rest of the improvement will come, as with other
countries, after proper agreement is reached with the
International Monetary Fund. We do not feel that it
would be right to open more credits now. In the past, much
credit was wasted and turned to debt that Poland must
now repay. We want to be certain that there is a different
economic reform programme before more aid is given.

The external imbalances refer mainly to Germany and
Japan, which do not always open their markets to our
goods as easily as we open our markets to theirs. They
operate a number of artificial trade barriers that we do not
have. Our membership of the Community helps to bring
down Germany’s artificial barriers by majority voting on
some directives. That means that Germany must get rid of
some of the barriers that it would otherwise gladly
maintain. Germany also operates greater subsidies than
we do, and the Community will bring those down too, to
ensure fair competition.

Last year, under the initiative of my right hon. Friend
the Chancellor, we agreed to write off the debts of the
poorest sub-Saharan countries. We have now done that,
and so has France. Before this year's summit, under Mr.
Brady’s proposal, we agreed to help countries with
middle-income debt. As a result of those two measures,
£20 billion-worth of dollars have been rescheduled in the
Paris Club since we met in Toronto last year. Some of the
debt was, of course, written off. Those were two very good
initiatives.

Much of the debt is the responsibility of the commercial
banks that lent it. Government may become involved to
the extent that, if the loans turn into bad debts, or bad
debts in part, a provision can be made against the banks’
profits for tax purposes. By that combination, the
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Economic Summit (Paris)

3.30 pm

The Prime Minister (Mrs. Margaret Thatcher): With
Permission, Mr. Speaker, I shall make a statement on the
economic summit held in Paris from 14 to 16 July, which
I attended with my right hon. and Learned Friend the
Foreign Secretary and my right hon. Friend the
Chancellor of the Exchequer.

The texts of the various declarations issued at the
summit have been placed in the Library of the House. As
the main declaration recalls, the seven-year round of
summits beginning in 1982 has been one of the longest
periods of sustained growth since the second world war.
These summits have permitted effective consultations and
offered the opportunity to launch initiatives and to
strengthen international co-operation.

This summit dealt with four main issues: economic
matters, including Third world debt; the environment;
drugs: and international relations.

The economic declaration reaffirms the sound
economic policies which have brought greater prosperity
to all our countries. It stresses our common commitment
to bring down inflation. It underlines the need for further
progress in reducing external imbalances. It emphasises
the importance of structural reforms—that is, improving
economic efficiency and getting rid of subsidies and
restrictions.

The declaration also confirms our determination to
fight protectionism in all its forms and to avoid any
policies which would undermine the prospects for the
successful completion of the Uruguay round of
multilateral trade negotiations by the end of next year.

The declaration reaffirms the case-by-case approach to
debt problems, and welcomes the recent decisions taken by
the IMF and the World bank to encourage debt and debt
service reduction for middle-income countries. It notes
that the measures agreed at the last economic summit to
help the poorest countries are being successfully
implemented. It confirms that the most effective way to
deal with the problems of the developing countries is
through the existing international financial institutions,
rather than by creating new bodies or structures.

The declaration gives particular weight to the problems
of the global environment, and especially the ozone layer
and the greenhouse effect. These are matters of deep and
growing concern, because of the accumulating weight of
scientific evidence.

The summit endorsed the United Kingdom’s call for a
United Nations framework convention on global climate
change, similar to that which we already have for the
ozone layer. It also underlined the need to make sure that
our policies on environmental protection are both
scientifically and economically sound. It pointed out that
clear assessments of the costs, benefits, and resource
implications of environmental protection  help
Governments to take the necessary decisions. There is no
incompatibility between economic growth and environ-
mental protection—indeed, the former is essential to
create the wealth to finance measures to protect our
environment.

The declaration calls for the strengthening of existing
international bodies dealing with the environment,
particularly the United Nations Environmental
Programme, rather than the creation of new ones.

21 CD1/1 Job 1-1
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It also gives strong support to the international effort to
preserve the world’s tropical forests, while recognising the
sensitivities and the sovereignty of the developing
countries for whom these forests are an important natural
resource.

The declaration signals the very strong determination
of all seven Governments to tackle the drugs problem,
which has reached such devastating proportions,
particularly with the growing threat of crack. We agreed
on a number of measures, in particular. The first, was
greater help for efforts to counter illegal production of
drugs. The second was action to reduce demand for drugs;
here, I was able to draw attention to the international
conference which Britain will host next year on demand
reduction for drugs and cocaine in particular. The third
was the establishment of a financial action task force from
summit countries and others to investigate, and
recommend measures to prevent, money laundering. The
fourth was the conclusion®of further bilateral agreements
for the tracing, freezing and confiscation of the proceeds of
drug trafficking and crime. These problems can be solved
only by growing international co-operation.

In our discussion of political and regional issues, and in
particular of East-West relations, we agreed to provide
practical support for political and economic reform in
eastern Europe and especially in Poland and Hungary. We
also agreed to help meet Poland’s urgent need for food.
For this purpose, we asked the European Commission to
co-ordinate the necessary arrangements.

We issued a strong condemnation of repression in
China. Our statement also underlined the common interest
of all seven summit countries in a stable and prosperous
future for Hong Kong; and confirmed the importance of
support from the international community to maintain the
confidence of Hong Kong’s people, which has been badly
shaken by recent events.

We issued a strong denunciation of terrorism, referring
in particular to the Lockerbie disaster, and reaffirmed the
policy of making no concessions to terrorists. We called on
those holding hostages to release them immediately and
unconditionally.

This was an exceptionally friendly and worthwhile
summit—/ Laughter.]—an exceptionally friendly and
worthwhile summit. Much credit is due to the skilful
chairmanship of President Mitterrand. The desire to work
together to resolve the problems of the world economy, the
environment and drugs was very marked, and the United
Kingdom is making a major and positive contribution to
this. I am sure that the results of the summit will be warmly
welcomed in all the seven summit countries and more
widely.

Mr. Neil Kinnock (Islwyn): May I thank the Prime
Minister for her statement, and welcome especially the
proposals for combined international action against the
production, distribution of and trafficking of illegal drugs?
Will the Prime Minister tell us what reply she would wish
to make to Mr. Gorbachev’s letter to the summit, which
was rightly welcomed by President Bush as a
“fascinating manifestation of the exciting changes under way
in eastern Europe”?

On a matter which is not unrelated, does the Prime
Minister agree that, while co-ordinated and urgent food
aid to Poland is certainly necessary, both Poland and
Hungary also need a considerable programme of technical
and economic assistance to ensure that their steps towards
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I was delighted to learn that Glaxo were sponsoring

the opening of the new 1l'Opera de la Bastille. It was very

heartening to see Glaxo taking such a prominent role in France.
It was a splendid occasion to launch a splendid building.
I know that it was greatly enjoyed by all the Heads of State

and Government. May I, therefore, thank you warmly.

Sir Paul Girolami
Chairman,

Glaxo Holdings,
61 Curzon Street,
LONDON.
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May I congratulate you most warmly on the very
successful outcome of the Economic Summit in Paris. Your
skilful and constructive chairmanship enabled us to achieve
some excellent results from our meeting on issues which are
of great concern to people in all our countries, above all
the environment and drugs. I should also like to thank those
responsible for the outstandingly good arrangements made for
the Summit. From the brilliant originality of the Arch, the

ramid and the Opera to the magnificence of the Bastille Day
arade and the flair of the great celebration of the
entenary, everything reflected the best that France has to
and it was a great privilege to participate. I am most
ul, too, for all your personal kindness and

sideration and for your most thoughtful gifts.

I would like to add a particular word about the
essful security operation which took place during the

against members of the PIRA and hope that you will

pass on to all those concerned my gratitude for this further

example of the excellent co-operation between our security
services, which has played a vital part in combating

terrorism.




Finally, may I say that I look forward very much to
seeing you at Chequers, as we agreed. I shall be in touch

very shortly to propose dates.

With every good wish.

His Excellency Monsieur le Président Mitterrand GCB
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PRIME MINISTER'S VISIT TO PARIS

I enclose the Prime Minister's thank
you letter to President Mitterrand, following
the recent Economic Summit in Paris. I
should be grateful if the text could be
telegraphed to our Embassy in Paris for
delivery as soon as possible.

ol

Cro S

(Bden &

(C. D. POWELL)

Richard Gozney, Esqg.,
Foreign and Commonwealth Office.
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From the Principal Private Secretary

July 1989

May I, on behalf of the Prime Minister, thank you for your
work as liaison officer during her visit to Paris for the Bicenten-
nial celebrations and the Economic Summit. Your vigilance and
attentiveness ensured that the arrangements worked as smoothly
as possible - no easy task, particularly on the first two days.
I hope you found your exposure to the higher echelons of the British
Government not only enjoyable but also of value in your work in
London.

ANDREW TURNBULL

Monsieur Christian Masset




CONFIDENTIAL

10 DOWNING STREET

LONDON SWI1A 2AA
From the Private Secretar) 16 July 1989
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ANGLO FRENCH RELATIONS

When the Prime Minister presented President Mitterrand
with her bicentennial gift of a first edition of Charles
Dickens' "A Tale of Two Cities" this morning, the President
drew her aside and said that he would very much like to come
over to Britain for a private talk with her fairly soon.

He felt that the press were trying to create artificial differences
between Britain and France over quite a wide range of issues.

Of course there were some genuine differences and those must

be respected. But he would like to clear out of the way

those which were not real and tackle the few which did exist.

If the Prime Minister agreed, he would hop into his plane

one day and come across. The Prime Minister said that he

would be very welcome at any time and they might meet at

Chequers. The President said this would be very agreeable.

We now need to take this forward. I rather doubt that ¢ ,[
the President will want to come before the summer holidays. ﬁ
But we might look for a date at the end of August or the

first few days of September. I will try to let you have

a suggestion or two as soon as I am back in the office
Ewen Fergusson might then have a word with M. Attali.

>pying this let A : Allan (HM Treasury),
Neil Thornton (Department o ade and Industry), Brian Hawtir
(Ministry of Defence), Tre lley (Cabinet Office) and
to Sir Ewen Fergusson in Paris.

e

Stephen Wall, Esq.,
Foreign and Commonwealth Office.

CONFIDENTIAL




THE 40 CONCLUSIONS OF THE SUMMIT OF THE ARCH

1) Inflation, where it has increased, will continue

to receive a firm policy response so that it will be put on a
downward path.

2) In countries with fiscal and current account
deficits, including the United States of America, Canada and
Italy, further reductions in budget deficits are needed.

3) Under the Plaza and Louvre agreements, our
countries agreed to pursue, in a mutually reinforcing way,
policies of surveillance and coordination aimed at improving
their economic fundamentals and at fostering stability of
exchange rates consistent with those economic fundamentals.

4) We welcome the decision to complete the work on
the ninth review of the International Monetary Fund quotas
with a view to a decision on this matter before the end of the
year. We note that the guestion of a resumption of S.D.R.
allocation remains under consideration in the Executive Board
of the International Monetary Fund.

5) As regards insider trading, international
cooperation should be pursued and enhanced.

6) We will avoid any discriminatory or autonomous
actions, which undermine the principles of the GATT and the
integrity of the multilateral trading system. We also are
pledged to oppose the tendency towards unilateralism,
bilateralism, sectoralism and managed trade which threatens to
undermine the multilateral system and the Uruguay Round
negotiations.

7) Development is a shared global challenge. We shall
help developing countries by opening the world trading system,
and by supporting their structural adjustment.

8) We call for a substantial replenishment of
International Development Association resources.

9) Thirteen of the poorest countries have already
benefitted by the Toronto decision to reduce the debt.

10) A new strengthened debt strateqy: interest
support will be provided, through additional financing by the
International Monetary Fund and the World Bank, for




transactions involving significant debt and debt service
reduction. For that purpose the use of escrow accounts is
agreed.

11) We urge banks to take realistic and constructive
approaches in their negotiations with the debtor countries and
to move promptly to conclude agreements on financial packages
including debt reduction, debt service reduction and new
money.

12) Necessity to preserve better the global
ecological balance. This includes serious threats to the
atmosphere which could lead to future climate change. Such
environmental degradation endangers species and undermines the
well-being of individuals and societies. Decisive action is
urgently needed to understand and protect the earth’s
ecological balance.

13) We urge all countries to give further impetus to
scientific research on environmental issues, to develop
necessary technologies and to make clear evaluations of the
economic costs and benefits of environmental policies.

14) We ask all countries to combine their efforts in
order to improve observation and monitoring on a global scale.

15) We encourage the World Bank and regional
development banks to integrate environmental considerations
into their activities.

16) We also emphasize the necessity to take into
account the interests and needs of developing countries in
sustaining the growth of their economies and the financial and
technological requirements to meet environmental challenges.

17) We welcome the HELSINKI conclusions related to
the complete abandonment of chloro-fluorocarbons as soon as
possible and not later than the end of the century.

18) We shall promote the development and use of

suitable substitute substances and technologies.

19) We strongly advocate common efforts to limit
emissions of carbon dioxide and other greenhouse gases.

20) We strongly support the work undertaken by the
Intergovernmental Panel on Climate Change, on this issue.

21) We need to strengthen the worldwide network of
observatories for greenhouse gases and support the World
Meteorological Organisation initiative to establish a global
climatological reference network to detect climate changes.




22) We are committed to maintaining the highest
safety standards for nuclear power plants and recognize that

nuclear power also plays an important role in limiting output
of greenhouse gases.

23) Deforestation damages the atmosphere and must be
reversed. The relevant international organizations will be

asked to complete reports on the state of the world’s forests
by 1990.

24) While recognizing the sovereign rights of
developing countries, we encourage, through a sustainable use
of tropical forests, the protection of all the species
therein.

25) We appeal to both consumer and producer
countries, which are united in the International Tropical
Timber Organization, to join their efforts to ensure better
conservation of the forests.

26) Temperate forests must be protected against the
effects of acid pollutants such as sulphur dioxides and
nitrogen oxides.

27) The conclusion of a framework or umbrella
convention on climate change to set out general principles or
quidelines is urgently required to mobilize and rationalize
the efforts made by the international community.

28) We condemn indiscriminate use of oceans as
dumping grounds for polluting waste. There is a particular

problem with the deterioration of coastal waters.

29) We urge all countries to make better use of the
latest monitoring and clean-up technologies.

30) We ask all countries to adhere to and implement
fully the international conventions for the prevention of oil
pollution of the oceans.

31) We also ask the International Maritime

Organization to put forward proposals for further preventive
action.

32) We stress the urgent need for effective,
coordinated action by the international community, in support
of the Government of Bangladesh, in order to find solutions to
the problem of catastrophic floods which are technically,
financially, economically and environmentally sound. In that
spirit, and taking account of help already given, we take note
of the different studies concerning flood alleviation,
initiated by France, Japan, the US and the United Nations
Development Program, which have been reviewed by experts from




all our countries. We welcome the World Bank’s agreement,
following those studies, to coordinate the efforts of the
international community so that a sound basis for achieving a
real improvement in alleviating the effects of flood can be
established. We also welcome the agreement of the World Bank
to chair, by the end of the year, a meeting to be held in the
United Kingdom by invitation of the Bangladesh Government, of
the countries willing to take an active part in such a
program.

33) We give political support to the project to set
up an Observatory of the Saharan areas.

34) We urge all countries, especially those where
drug production, trading and consumption are large, to join
our efforts to counter drug production, to reduce demand, and
to carry forward the fight against drug trafficking itself and
the laundering of its proceeds.

35) Greater emphasis on bilateral and United Nations
programs for the conversion of illicit cultivation in the
producer countries.

36) Strengthen the role of the United Nations in the
war against drugs through an increase in its resources and
through reinforced effectiveness of its operation.

37) Support the international conference planned for
1990 on cocaine and drug demand reduction.

38) A prompt adhesion to, ratification and
implementation of the Vienna Convention on illicit traffic in
narcotic drugs and psychotropic substances.

39) Measures to facilitate the identification,
tracing, freezing, seizure and forfeiture of drug crime

proceeds.

40) Convene a special task force from Summit
Participants and other countries interested in these problems.
Its mandate is to assess the results of cooperation already
undertaken in order to prevent the utilization of the banking
system and financial institutions for the purpose of money
laundering, and to consider additional preventive efforts in
this field. The first meeting of this task force will be
called by France and its report will completed by April 1990.




ANNEX: COMMENTARY ON DRAFT ECONOMIC DECLARATION

Paragraph 2:

Paragraph 5:

Paragraphs 6 and 8:

Paragraphs 10 and 11:

Paragraph 12:

Paragraph 14:

the third tiret, on the environment,
has been expanded, through the

reference to scientific studies and
serious threats to the environment,

and given a stronger sense of urgency.

the second sentence has

been considerably weakened at German

and UK insistence. Now a text which

we can all support.

these paragraphs have emerged after
long debate, and the economics
(particularly the reference to
" decreasing interest rates" in
paragraph 6) is not wholly reliable.
Re-opening could make it worse; not

worth a fight.

these remain unchanged, after long
debate. The United States originally
wanted stronger language, especially
on coordination, but was just about
persuaded to accept the current

version, which we can support.

both sub-paragraphs are purely

Tactuadis

an important paragraph which spells
out the areas where structural reforms
are needed. An earlier reference to

"reducing rigidities" has been

/amplified




Paragraph 17:

amplified, partly at our
instigation, by the addition of

in all sectors including
energy, industry and agriculture",

each of which applies to Germany:
energy - heavy coal subsidies;

industry - subsidies to ship-

building and aircraft;

agriculture - German agriculture is
particularly in need

of reform.

the Commission, with UK support, tried
to strengthen this paragraph to reduce
the scope for the United States,
especially, to take unilateral trade
action, for example under Super 301.
Their proposal was to have the fourth
sentence read "We agree that the
improved GATT dispute settlement
mechanism, which should be improved
further in the negotiations, is the
only appropriate instrument to deal
with trade frictions'". But the United
States objected that some disputes
were not covered by the GATT. Canada
said that their free trade agreement
with the United States had dispute
settlement arrangements. In the
absence of consensus, the Commission

amendment did not succeed.

/Paragraph 18
\




Paragraph 18:

Paragraph 22:

Paragraph 25:

Paragraph 28:

the second sentence of the second sub-
paragraph no longer requires countries
to make their contribution to the
Uruguay Round "consistent with their
respective stages of economic
development', which would have allowed
some developing countries to escape

full GATT obligations. The new language

is better and has our support.

the section on Development begins with

a short new sentence to attract attention
to the problem. 1In the following
sentences, the drafting has been improved
as a result of UK amendments. (There was
no attempt by the French to single out
aid targets in the middle sub-paragraph
of this section.)

this is a new paragraph, resulting from
Italian insistence. Their initial

proposal has been heavily amended. The

words are satisfactory, but the increasing

tendency of the economic declaration to
single out particular countries outside
the G7 (last year, Philippines; this
year, Philippines, Yugoslavia and
Bangladesh) is undesirable. The United
States have not so far used the reference
to Yugoslavia as an excuse for a specific
reference to Mexico in the debt section;
but if they were to do so, it would be

best to drop the paragraph on Yugoslavia.

the new addition to this paragraph

proposed by the Chancellor was accepted.

/Paragraph 32




Paragraph 32:

Paragraph 38:

Paragraph 39:

Paragraph 40:

in the first tiret, the welcome for the
"recent decisions which provide
adequate resources is very good
language, because it will inhibit any
further attempts to provide extra public

sSector resources.

The third tiret balances the second,

by urging banks (like debtor countries)

to move promptly in their negotiations.
The UK has taken the lead here in
opposing any government pressure on
banks in the context of specific

negotiations, eg on Mexico's debt.

the UK tried to insert '"market-based"
before "debt for nature swaps', to
remove the suggestion that governments
should give financial backing. But
Germany and the United States resisted

this insertion and there was no consensus.

the Americans agreed to drop the passage
in brackets about developing substitutes
for CFCs. Under German pressure, we
agreed that "Specific attention must o
be given to ozone depleting substances not
covered by the Montreal Protocol. If the
Germans press further, we could agree to
"urgent attention". A detailed note on

this problem is attached.

this paragraph starts by speaking of
"limiting'" carbon dioxide emissions, not
"reducing'" them, as reduction is not yet

realistic.

/Paragraph 41




Paragraph

Paragraph

Paragraph

Paragraph

Paragraph 52:

Paragraph 53:

the passage on nuclear power has been

changed as the Chancellor wanted.

much stronger support is now given to
the UK proposal for an umbrella convention

on climate change.

we have agreed to "note with interest"
the Italian proposal on international law
for the environment. But the Italians

wanted us to "welcome'" it and may revert.

there was no discussion on establishing

new institutions for the environment.

at UK suggestion the words '"and taking

account of help already given" have been

put into thethird sentence, to show that

many countries including the UK have helped
Bangladesh in the past. (We are no longer

the largest donor to Bangladesh.)

a strong new sentence opens the section
on drugs, to reflect the feelings voiced
by the Heads of Government.

there is a new second tiret, proposed by
Italy and supported by the UK, on help in
countering illegal drug production or

trafficking.

In the last tiret, there was some debate

on whether the mandate of the task force
should be confined to the financial field.
The consensus, agreed with Finance Ministers,

is that so confining it (as in the present

text) would make for a more effective action.

/President




Paragraph 55:

President Bush now supports this view.
But Chancellor Kohl may speak in favour

of a broader mandate.

this new paragraph is an elegant way of

responding to proposals made, and messages
sent, to the Summit, ie by President
Gorbachev and by Egypt, Senegal, Uruguay

and India on the "North-South Dialogue'.
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OZ?NE—DEPLETING SUBSTANCES NOT COVERED BY THE MONTREAL PROTOCOL.
i. .

i All Summit participants can endorse the undertaking made
at | the Helsinki Conference; in May to phase out the use of
chloroflurocarbons (CFCs) which deplete the ozone layer, as soon
as |possible and no later than the year 2000. (The Americans have
entered a caveat on the availability of safe substitutes.) The
Germans, however, want a stronger commitment in the declaration
to |phase out other ozone-depleting substances not covered by the
Montreal Protocel.

~

v They probably have two substances in mind:-

Carbon tetrachloride and methyl chloroform, which are dry
cleaning agents. Scientific and technical assessment
panels have been set; under the Montreal Protocol which
will cover these | substances ,amofnq other issues, The
panels are due to report in a month or two's time, so that
the June 1990 follow-up meeting on the Montreal Protocol -
in London - can take firm decisions on them. In advance
of the panel reports - which should show what substitutes
might be available for these substances - we think it is
| wrong to take a firm position on how to treat them.

|

. Mo They may also seek a strengthening of the Protocol in
respect of halons (for which. the present commitment is a freeze
at 1580 levels from 139G2).

| Halons, used mainly for fire-fighting. We agree that
these should be phased out as son as possible. But we are
not sure that reliable substitutes are yet available and

+ 4 Amden liee o.lad o ..o o - -
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them must cease. If the Germans are prepared to set a
date, this means either they know of some technological
breakthrough which we do not know about; or they are
prepared to accept less effective fire-fighting; or they
are adopting, as they have done elsewhere, the practice of
"forcing technology". ' We have not hitherto adopted this
practice, since we prefer to know that we can meet

commitments before we make them.
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SUMMIT OF THE ARCH

I

16 July 1989

ECONOMIC DECLARATION

1) We, the Heads of State or Government of seven
major industrial nations and the President of the Commission
of the European Communities, have met in Paris for the
fifteenth annual Economic Summit. The Summit of the Arch
initiates a new round of Summits to succeed those begun at
Rambouillet in 1975 and at Versailles in 1982. The round.

beginning in 1982 has seen one of the longest periods of
sustained growth since the Second World War. These Summits

have permitted effective consultations and offered the
opportunity to launch initiatives and to strengthen

international cooperation.

2) This year’s world economic situation presents

three main challenges:

- The choice and the implementation of measures
needed to maintain balanced and sustained growth, counter
inflation, create jobs and promote social justice. These
measures should also facilitate the adjustment of external
imbalances, promote international trade and investment, and

improve the economic situation of developing countries.
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- The development and the further integration of
developing countries into the world economy. Whilst there has
been substantial progress in many developing countries,
particularly those implementing sound economic policies, the
debt burden and the persistence of poverty, often made worse
by natural disasters affecting hundreds of millions of people,
are problems of deep concern which we must continue to face in

a spirit of solidarity.

- The urgent need to safequard the environment for
future generations. Scientific studies have revealed the
existence of serious threats to our environment such as the
depletion of the stratospheric ozone layer and excessive
emissions of carbon dioxide and other greenhouse gases which
could lead to future climate changes. Pfotecting the
environment calls for a determined and concerted international
response and for the early adoption, worldwide, of policies

based on sustainable development.

INTERNATIONAL:. ECONOMIC SITUATION

3) Growth has been sustained by focusing policies
on improving the efficiency and flexibility of our economies
and by strengthening our cooperative efforts and the
coordination process. In the medium term, the current buoyant
investment seen during this period should pave the way for an

—

increased supply of goods and services and help reduce the

dangers of inflation. The outlook is not, however, without
risks.

&’F;(\D¢J 4) Until now, the threat of inflation in many

countries has been contained, thanks to the concerted efforts
of governments and monetary authorities. But continued
vigilance is required and inflation, where it has increased,
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. will continue to receive a firm policy response so that it

—————\

will be put on a downward path.

e L AP RN S
E 5) While some progress has been made in reducing

external imbalances, the momentum of adjustment has recently
weakened markedly. There needs to be further progress in

adjusting external imbalances through cooperation.

o
‘§>§;<?\l’\\ 6) In countries with fiscal and current account
deficits, including the United States of America, Canada and
Italy, further reductions in budget deficits are needed.
Action will be taken to bring them down. This may help reduce-
the saving-investment gap and external imbalances, contribute
to countering inflation and encourage greater exchange rate

stability in a context of decreasing interest rates.

7) Countries with external surpluses, including
Japan and Germany, should continue to pursue appropriate
macroeconomic policies and structural reforms that will
encourage non-inflationary growth of domestic demand and

facilitate external adjustment.

8) All our countries share the responsibility for
the sound development of the world economy. Over the medium
term, deficit countries have to play a key role in global
adjustment through their external adjustment and increased
exports; surplus countries have to contribute to sustaining
global expansion through policies providing favourable

conditions for growth of domestic demand and imports.

9) The emergence of the newly industrializing
economies and the initiation of a dialogue with them are
welcome. We call on those with substantial surpluses to
contribute to the adjustment of external imbalances and the

open trade and payments system. To that end, they should




permit exchange rates to reflect their competitive position,

implement GATT commitments and reduce trade barriers.

INTERNATIONAL: MONETARY DEVELOPMENTS AND COORDINATION

10) Under the Plaza and Louvre agreements, our
countries agreed to pursue, in a mutually reinforcing way,
policies of surveillance and coordination aimed at improving
their economic fundamentals and at fostering stability of

exchange rates consistent with those economic fundamentals.

There has been progress in the multilateral
surveillance and coordination of economic policies with a view
to ensuring internal consistency of domestic policies and
their international compatibility. The procedures to be used
have been more clearly defined and improved in cooperation
with the International Monetary Fund.

11) The coordination process has made a positive
contribution to world economic development and it has also
contributed greatly to improving the functioning of the
International Monetary System. There has also been continued
cooperation in exchange markets.

It is important to continue, and where appropriate,
to develop this cooperative and flexible approach to improve
the functioning and the stability of the International
Monetary System in a manner consistent with economic
fundamentals. We therefore ask the Finance Ministers to
continue to keep under review possible steps that could be
taken to improve the coordination process, exchange market
cooperation, and the functioning of the International Monetary

System.




12) We welcome the decision to complete the work on
the ninth review of the International Monetary Fund quotas

with a view to a decision on this matter before the end of the

year.

We note that the question of a resumption of S.D.R.
allocation remains under consideration in the Executive Board

of the International Monetary Fund.

13) Within the European Community, the European
Monetary System has contributed to a significant degree of

economic policy convergence and monetary stability.

IMPROVING ECONOMIC EFFICIENCY

14) We will continue to promote measures in order
to remove inefficiencies in our economies. These
'y inefficiencies affect many aspects of economic activity,
| reduce potential growth rates and the prospects for job
creation, diminish the effectiveness of macroeconomic policies
and impede the external adjustment process. In this context,

tax reforms, modernization of financial markets, strengthening

—y—

of competition poliéies and reducing rigidities in all sectors

e ———————————

including energy, industry and agriculture“are necessary. So
are the imbro;ement of éducation and vocational training,
transportation and distribution systems and further policies
aimed at giving more flexibility and mobility to the labour
market and reducing unemployment. Within the European
Community, the steady progress towards the completion by the
end of 1992 of the program contained in the Single Act has

already given a strong momentum to economic efficiency.

15) The decline of saving in some of our countries

in this decade is a cause for concern. This lower level of




' saving can contribute to high real 1interest rates and

therefore hamper growth. Inadequate saving and large fiscal
deficits are associated with large external deficits. We
recommend, within the framework of policy coordination,
policies to encourage saving and remove hindrances where they

exist.

16) Financial activities are being increasingly
carried out with new techniques on a worldwide basis. As
regards insider trading, which could hamper the credibility of
financial markets, regulations vary greatly among our
countries. These regulations have been recently, or are in the
process of being, strengthened. International cooperation
should be pursued and enhanced.

TRADE ISSUES

17) World trade developed rapidly last year. Yet
protectionism remains a real threat. We strongly reaffirm our
determination to fight it in all its forms. We shall fulfill
the Punta del Este standstill and rollback commitments which,
inter alia, require the avoidance of any trade restrictive or
distorting measure inconsistent with the provisions of the
General Agreement and its instruments. We agree to make
effective wuse of the improved GATT dispute settlement
mechanism and to make progress in negotiations for further
improvements. We will avoid any discriminatory or autonomous
actions, which undermine the principles of the GATT and the
integrity of the multilateral trading system. We also are
pledged to ©oppose the tendency towards unilateralism,
bilateralism, sectoralism and managed trade which threatens to
undermine the multilateral system and the Uruguay Round
negotiations.




18) The successful negotiation of the Trade
Negotiations Committee of the Uruguay Round in Geneva last
April, thereby completing the mid-term review, 1is a very
important achievement. It gives a clear framework for future
work in all sectors including the pursuit of agricultural
reform in the short term as well as in the long term. It also
gives the necessary framework for substantive negotiations in
important sectors not yet fully included in GATT disciplines,
such as services, trade-related 1investment measures and

intellectual property.

Developing countries participated actively in these
negotiations and contributed to this success. All countries

should make their most constructive contribution possible.

We express our full commitment to making further
substantive progress in the Uruguay Round in order to complete
it by the end of 1990.

19) We note with satisfaction the entry into force of

the Free Trade Agreement between Canada and the US, as well as
more recent initiatives to intensify the close economic
relations between the European Community and EFTA countries.
It remains our policy that these and other developments in
regional cooperation, should be trade-creating and

complementary to the multilateral liberalization process.

20) It is the firm intention of the European
Community that the trade aspects of the single market program
should also be trade-creating and complementary to the

multilateral liberalization process.

21) We note with satisfaction the progress that has
been made in strengthening the multilateral disciplines on

trade and aid distorting export credit subsidies. This effort




must be pursued actively and completed in the competent bodies
of the OECD with a view to improving present guidelines at the

earliest possible date.

GENERAIL:. PROBLEMS OF DEVELOPMENT

22) Development is a shared global challenge. We
shall help developing countries by opening the world trading
system and by supporting their structural adjustment. We
shall encourage too economic diversification in commodity
dependent <countries and the <creation of a favourable

environment for transfers of technology and capital flows.

We underline the continuing importance of official

development assistance and welcome the increased efforts of

Summit participants in this respect. We note the targets

already established by international organizations for the
future level of official development assistance and stress the

importance of overall financial flows to development.

We underline simultaneously the importance attached
to the quality of the aid and to the evaluation of the
projects and the programs financed.

23) We urge developing countries to implement sound
economic policies. A vital factor will be the adoption of
financial and fiscal policies which attract inward investment
and encourage growth and the return of flight capital.

24) We note with satisfaction that there has been
substantial progress in the multilateral aid initiative for

the Philippines that was given special attention in the
Toronto economic declaration.




25) Faced with the worrying economic situation of
Yugoslavia, we encourage its government to implement a strong
economic reform program that can command bilateral and

multilateral support.

THE SITUATION IN THE POOREST COUNTRIES

26) The enhancement of the International Monetary
Fund Structural Adjustment Facility, the World Bank special
program of assistance for the poorest and most indebted
countries and the fifth replenishment of the African
Development Fund are all important measures benefiting those
countries having embarked upon an adjustment process. We
stress the importance attached to a substantial replenishment

of International Development Association resources.

27) As we urged last year in TORONTO, the Paris
Club reached a consensus in September 1988 on the conditions

of implementation of significant reduction of debt service

payments for the poorest countries. Thirteen countries have

already benefitted by this decision.

28) We welcome the increasing grant element in the
development assistance as well as the ‘steps taken to convert
loans into grants and we urge further steps to this end.
Flexibility in development aid as much as in debt rescheduling

is required.

29) We attach great importance to the efficient and
successful preparation of the next general conference of the
United Nations on the least developed countries, which will

take place in Paris in 1990.

STRENGTHENED DEBT STRATEGY FOR THE HEAVILY INDEBTED COUNTRIES
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30) Our approach to the debt problems has produced
significant results, but serious challenges remain: in many
countries the ratio of debt service to exports remains high,
financing for growth promoting investment 1is scarce, and
capital flight 1is a key problem. An improvement in the
investment climate must be a critical part of efforts to
achieve a sustainable level of growth without excessive levels
of debt. These improvements of the current situation depend
above all on sustained and effective adjustment policies in

the debtor countries.

31) To address these challenges, we are strongly
committed to the strengthened debt strategy. This will rely,

on a case-by-case basis, on the following actions:

- borrowing countries should implement, with the
assistance of the Fund and the Bank, sound economic policies,
particularly designed to mobilize savings, stimulate

investment and reverse capital flight;

- Dbanks should increasingly focus on voluntary,

market-based debt and debt service reduction operations, as a

complement to new lending;

- the International Monetary Fund and World Bank will
support significant debt reduction by setting aside a portion

of policy-based loans;

- limited interest support will be provided, through
additional financing by the International Monetary Fund and
the World Bank, for transactions involving significant debt
and debt service reduction. For that purpose the use of escrow

accounts is agreed;
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- continued Paris Club rescheduling and flexibility

of export-credit agencies;

- strengthening of the international financial
institutions capability for supporting medium-term
macroeconomic and structural adjustment programs and for

compensating the negative effects of export shortfalls and

external shocks.
32) In the framework of this strategy:

- we welcome the recent decisions taken by the two
institutions to encourage debt and debt service reduction

which provide adequate resources for these purposes;

- we urge debtor countries to move ahead promptly
to develop strong economic reform programs that may lead to
debt and debt service reductions in accordance with the
guidelines defined by the two Bretton Woods institutions;

- we urge banks to take realistic and constructive

approaches in their negotiations with the debtor countries and

to move promptly to conclude agreements on financial packages
including debt reduction, debt service reduction and new
money. We stress that official creditors should not
substitute for private lenders. Our governments are prepared
to consider as appropriate tax, regulatory and accounting
practices with a view to eliminating unnecessary obstacles to

debt and debt service reductions.




ENVIRONMENT

33) There is growing awareness throughout the world
of the necessity to preserve better the global ecological
balance. This includes serious threats to the atmosphere,
which could lead to future climate changes. We note with great
concern the growing pollution of air, lakes, rivers, oceans
and seas; acid rain, dangerous substances; and the rapid
desertification and deforestation. Such environmental
degradation endangers species and undermines the well-being of

individuals and societies.

Decisive action is urgently needed to understand
and protect the earth’s ecological balance. We will work
together to achieve the common goals of preserving a healthy
and balanced global environment in order to meet shared
economic and social objectives and to carry out obligations to

future generations.

34) We urge all countries to give further impetus

to scientific research on environmentq}_ﬂissues, to develop
. E——

necessary technologies and to make clear evaluations of the

N ——

economic costs and benefits of environmental policies.

-~

The persisting uncertainty on some of these issues
should not unduly delay our action.

In this connection, we ask all countries to combine

their efforts in order to improve observation and monitoring
on a global scale.

35) We believe that international cooperation also
needs to be enhanced in the field of technology and technology
transfer in order to reduce pollution or provide alternative

solutions.




36) We believe that industry has a crucial role

preventing pollution at source, din waste minimization, in

enerqgy conservation, and in the design and marketing of
cost-effective clean technologies. The agricultural sector
must also contribute to tackling problems such as water

pollution, soil erosion and desertification.

37) Environmental protection is integral to issues
such as trade, development, energy, transport, agriculture and
economic planning. Therefore, environmental considerations
must be taken into account in economic decision-making. In

fact good economic policies and good environmental policies

are mutually reinforcing.

In order to achieve sustainable development, we
shall ensure the compatibility of economic growth and
development with the protection of the environment.

Environmental protection and related investment should

contribute to economic growth. In this respect, intensified
w @ >
efforts for technological breakthrough are important to

reconcile economic growth and environmental policies.

Clear assessments of the costs, benefits and

Exb“M\“J resource implications of environmental protection should help
e ——
oF governments to take the necessary decisions on the mix of

fﬂﬁuﬂ“‘"‘pfrce—‘si’qﬁifs (e.g., taxes or expenditures) and regulatory
actions, reflecting where possible the full value of natural

resources.
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We encourage the World Bank and regional
development banks to integrate environmental considerations
into their activities. International organizations such as the
OECD and the United Nations and its affiliated organizations,
will be asked to develop further techniques of analysis which
would help governments assess appropriate economic measures to
promote the quality of the environment. We ask the OECD,
within the context of its work on integrating environment and
economic decision-making, to examine how selected
environmental indicators could be developed. We expect the
1992 UN Conference on Environment and Development to give
additional momentum to the protection of the (global

environment.

38) To help developing countries deal with past
damage and to encourage them to take environmentally desirable
action, economic incentives may include the use of aid
mechanisms and specific transfer of technology. In special
cases, ODA debt forgiveness and debt for nature swaps can play

a useful role in environmental protection.

We also emphasize the necessity to take into
account the interests and needs of developing countries in

sustaining the growth of their economies and the financial and

technological requirements to meet environmental challenges.

39) The depletion of the stratospheric ozone layer
is alarming and calls for prompt action.
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We welcome the HELSINKI conclusions related, among
other issues, to the complete abandonment of the production
and consumption of chloro-fluorocarbons covered by the
MONTREAL protocol as soon as possible and not later than the
end of the century. Specific attention must also be given to
those ozone-depleting substances not covered by the Montreal
protocol. We shall promote the development and use of suitable
substitute substances and technologies. More emphasis should
be placed on projects that provide alternatives to

chloro-fluorocarbons.

CALRN DA LbE 40) We strongly advocate common efforts to limit
Gﬁ#‘"*“‘aemissions of carbon dioxide and other greenhouse gases, which
Grea €3 threaten to induce climate change, endangering the environment
and ultimately the economy. We strongly support the work
undertaken by the Intergovernmental Panel on Climate Change,

on this issue.

We need to strengthen the worldwide network of

ORIERVATIR\ES

observatories for greenhouse gases and support the World
Meﬁeorological Organisation initiative to establish a global

climatological reference network to detect climate changes

ENSLEY EFFICIENY 41) We agree that increasing enerqgy efficiency
could make a substantial contribution to these goals. We urge

international organizations concerned to encourage measures,
including economic measures, to improve energy conservation
and, more broadly, efficiency in the use . of energy of all

kinds and to promote relevant techniques and technologies.
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We are committed to maintaining the highest safety
standards for nuclear power plants and to strengthening
international cooperation in safe operation of power plants
and waste management, and we recognize that nuclear power also
plays an important role in 1limiting output of greenhouse

gases.

42) Deforestation also damages the atmosphere and
must be reversed. We call for the adoption of sustainable
forest management practices, with a view to preserving the
scale of world forests. The relevant international
organizations will be asked to complete reports on the state
of the world’s forests by 1990.

43) Preserving the tropical forests is an urgent
need for the world as a whole. While recognizing the sovereign
rights of developing countries to make use of their natural
resources, we encourage, through a sustainable use of tropical
forests, the protection of all the species therein and the
traditional rights to land and other resources of local
communities. We welcome the German initiative in this field as

a basis for progress.

f‘" Q_QQ\L,M/ To this end, we give strong support to rapid
Wﬁ implementation of the Tropical Forest Action Plan which was
adopted in 1986 in the framework of the Food and Agricultural
Organization. We appeal to both consumer and producer
countries, which are united in the International Tropical
Timber Organization, to join their efforts to ensure better
conservation of the forests. We express our readiness to
assist the efforts of nations with tropical forests through
financial and technical cooperation, and in international

organizations.
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' 44) Temperate forests, lakes and rivers must be
protected against the effects of acid pollutants such as

sulphur dioxide and nitrogen oxides. It is necessary to pursue

actively the bilateral and multilateral efforts to this end.

Elogi

45) The increasing complexity of the issues related

the protection of the atmosphere calls for innovative
solutions. New instruments may be contemplated. We believe
that the conclusion of a framework or umbrella convention on
climate change to set out general principles or guidelines is
urgently required to mobilize and rationalize the efforts made
by the international community. We welcome the work under way
by the United Nations Environment Program, in cooperation with
the World Meteorological Organization, drawing on the work of
the Intergovernmental Panel on Climate Change and the results
of other international meetings. Specific protocols containing
concrete commitments could be fitted into the framework as

scientific evidence requires and permits.

46) We condemn indiscriminate use of oceans as

dumping grounds. for polluting waste. There is a partiEhlar

problem with the deterioration of coastal waters. To ensure

the sustainable management of the marine environment, we
recognize the importance of international cooperation in

preserving it and conserving the living resources of the sea.
We call for relevant bodies of the United Nations to prepare i”

report on the state of the world’s oceans.
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We express our concern that national, regional and

global capabilities to contain and alleviate the consequences
of maritime oil spills be improved. We urge all countries to
make better wuse of the latest monitoring and clean-up
technologies. We ask all countries to adhere to and implement
fully the international conventions for the prevention of oil
pollution of the oceans. We also ask the International
Maritime Organization to put forward proposals for further

preventive action.

47) We are committed to ensuring full
implementation of existing rules for the environment. In this
respect, we note with interest the initiative of the Italian
government to host in 1990 a forum on international law for
the environment with scholars, scientific experts and
officials, to consider the need for a digest of existing rules
and to give in-depth consideration to the legal aspects of

environment at the international level.

N
gﬁ‘i;ﬂCT““xc_ 48) We  advocate that existing environment
N B
g

institutions be strengthened within the United Nations system.
In particular, the United Nations Environment Program urgently
requires strengthening and increased financial support. Some
of us have agreed that the establishment within the United
Nations of a new institution may also be worth considering.

49) We have taken note of the report of the sixth
conference on bioethics held in Brussels which examined the
elaboration of a universal code of environmental ethics based

upon the concept of the "human stewardship of nature".

50) It is a matter of international concern that
Bangladesh, one of the poorest and most densely populated
countries in the world, is ©periodically devastated by
catastrophic floods.




We stress the urgent need for effective,
coordinated action by the international community, in support
of the Government of Bangladesh, in order to find solutions to
this major problem which are technically, financially,
economically and environmentally sound. In that spirit, and
taking account of help already given, we take note of the
different studies concerning flood alleviation, initiated by
France, Japan, the US and the United Nations Development
Program, which have been reviewed by experts from all our
countries. We welcome the World Bank’s agreement, following
those studies, to coordinate the efforts of the international
community so that a sound basis for achieving a real
improvement in alleviating the effects of flood can be
established. We also welcome the agreement of the World Bank
to chair, by the end of the year, a meeting to be held in the
United Kingdom by invitation of the Bangladesh Government, of

the countries willing to take an active part in such a

program.

51) We give political support to projects such as the
joint project to set up an observatory of the Saharan areas,

which answers the need to monitor the development of that

rapidly deteriorating, fragile, arid region, in order to

protect it more effectively.

DRUG ISSUES

52) The drug problem has reached devastating
proportions. We stress the urgent need for decisive action,
both on a national and an international basis. We urge all
countries, especially those where drug production, trading and
consumption are large, to join our efforts to counter drug

production, to reduce demand, and to carry forward the fight
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against drug trafficking itself and the laundering of its

proceeds.

53) Accordingly, we resolve to take the following

measures within relevant fora:

Give greater emphasis on bilateral and United Nations
programs for the conversion of illicit cultivation in the
producer countries. The United Nations Fund for Drug Abuse
Control (UNFDAC), and other United Nations and
multilateral organizations should be supported,
strengthened and made more effective. These efforts could
include particular support for the implementation of
effective programs to stop drug cultivation and trading as
well as developmental and technical assistance.

Support the efforts of producing countries who ask for
assistance to counter illegal production or trafficking.

Strengthen the role of the United Nations in the war
against drugs through an increase in its resources and

through reinforced effectiveness of its operation.

Intensify the exchange of information on the prevention of
addiction, and rehabilitation of drug addicts.

Support the international conference planned for 1990 on
cocaine and drug demand reduction.

Strengthen the efficiency of the cooperative and mutual
assistance on these issues, the first steps being a prompt
adhesion to, ratification and implementation of the Vienna
Convention on illicit traffic in narcotic drugs and

psychotropic substances.
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Conclude further bilateral or multilateral agreements and
support initiatives and cooperation, where appropriate,
which include measures to facilitate the identification,
tracing, freezing, seizure and forfeiture of drug crime

proceeds.

Convene a financial action task force from Summit
Participants and other countries interested in these
problems. Its mandate is to assess the results of
cooperation already undertaken in order to prevent the
utilization of the banking system and financial
institutions for the purpose of money laundering, and to
consider additional preventive efforts in this field,
including the adaptation of the legal and regulatory
systems so as to enhance multilateral judicial assistance.
The first meeting of this task force will be called by
France and its report will be completed by April 1990.

54) International cooperation against AIDS

We take note of the creation of an International Ethics
committee on AIDS which met in Paris in May 1989, as decided
at the Summit of Venice (June 1987). It assembled the Summit
Participants and the other members of the EC, together with

the active participation of the World Health Organization.

55) We take note of the representations that we
received from various Heads of State or Government and

organizations and we will study them with interest.




56) Next Economic Summit

We have accepted the invitation of the President of

the United States to meet next year in the United States of

America.
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DECLARATION ON CHINA

We have already condemned the violent repression in China
in defiance of human rights. We urge the Chinese authorities to
cease action against those who have done no more than claim

their legitimate rights to democracy and liberty.

This repression has led each of us to take appropriate
measures to express our deep sense of condemnation to suspend
bilateral Ministerial and high-level contacts, and also to
suspend arms-trade with China, where it exists. Furthermore,
each of us has agreed that, in view of current economic
uncertainties , the examination of new loans by the World Bank
be postponed. We have also decided to extend the stays of

those Chinese students who so desire.

We look to the Chinese authorities to create conditions
which will avoid their isolation and provide for a return to
cooperation based upon the resumption of movement towards

political and economic reform, and openness. We understand and

share the grave concern felt by the people of Hong Kong

following these events. We call on the Government of the
People’s Republic of China to do what is necessary to restore

confidence in Hong Kong. We recognize that the continuing




support of the international community will be an important

element in the maintenance of confidence in Hong Kong.

July 15, 1989
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DECLARATION ON EAST-WEST RELATIONS

l. We, the leaders of our seven countries and the
representatives of the European Community, reaffirm the
universal and supreme importance which we attach to freedom,

democracy and the promotion of human rights.

2. We see signs of this same desire for greater freedom
and democracy in the East. The people there, including the
young people, are reasserting these values and calling for a
pluralist democratic society. Some of their leaders are aware
of the positive contribution that greater freedom and democracy
can make to the modernisation of their countries and are
starting to make changes to their laws, practices and
institutions. Others are still endeavouring to resist this

movement Dby taking repressive measures which we strongly

condemn.

3. We hope that freedom will be broadened and democracy

strengthened and that they will form the basis, after decades

of military confrontation, ideological antagonism and mistrust,




for increased dialogue and cooperation. We welcome the reforms

underway and the prospects of lessening the division of Europe.

4. We call upon the Soviet Government to translate its new
policies and pronouncements into further concrete action at
home and abroad. Military imbalances favouring the Soviet
Union, both in Europe and in Asia, remain an objective threat
to each of us. Our Governments must therefore continue to be
vigilant and maintain the strength of our countries. For the
foreseeable future, there is no alternative for each of us,
within existing alliances, to maintaining a strategy of
deterence based upon an appropriate mix of adequate and
effective nuclear and conventional forces. In order to
hasten the advent of a world in which the weight of arms and
military strength is reduced, we recommit ourselves to the
urgent pursuit of a global ban on chemical weapons, a
conventional forces balance in Europe at the lowest possible
level consistent with our security requirements, and a
substantial reduction in Soviet and American strategic nuclear

arms.

5. We offer the countries of the East the opportunity to
develop balanced economic cooperation on a sound commercial
basis consistent with the security interests of each of our
countries and with the general principles of international
trade. We have noted developments of relations between the EEC

and countries of the East, in particular the conclusion of an

agreement with Hungary, the progress already achieved during




the current discussions with Poland and the opening of

negotiations with the Soviet Union.

6. We welcome the process of reform underway in Poland and
Hungary. We recognize that the political changes taking place
in these countries will be difficult to sustain without
economic progress. Each of us is prepared to support this
process and to consider, as appropriate and in a coordinated
fashion, economic assistance aimed at transforming and opening
their economies in a durable manner. We believe that each of us
should direct our assistance to these countries so as to
sustain the momentum of reform through inward investment, joint
ventures, transfer of managerial skills, professional training

and other ventures which would help develop a more competitive

economy .

Each of us is developing concrete initiatives designed to
encourage economic reforms, to promote more competitive

economies and to provide new opportunities for trade.

We agreed to work along with other interested countries

and multilateral institutions to concert support for the

process of reform underway in Hungary and Poland, in order to

make our measures of support more effective and mutually

reinforcing. We will encourage further creative efforts by
interested governments and the public and private sectors in

support of the reform process.

Concerning concerted support for reform in Poland and

Hungary, we call for a meeting with all interested countries




which will take place in the next few weeks. We underline, for

Poland, the urgent need for food in present circumstances.

To these ends, we ask the Commission of the European
Communities to take the necessary initiatives in agreement with
the other Member States of the Community, and to associate,

besides the Summit participants, all interested countries.

7. We are in favour of an early conclusion of the
negotiations between the IMF and Poland. The strengthened debt
strategy 1is applicable to Poland, provided it meets the
conditions. We are ready to support in the Paris Club the
rescheduling of Polish debt expeditiously and in a flexible and

forthcoming manner.

8. We see good opportunities for the countries of West and

East to work together to find just solutions to conflicts

around the world, to fight against under-development, to
safeguard the resources and the environment and to build a

freer and more open world.

July 15, 1989
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DECLARATION ON HUMAN RIGHTS

In 1789, the rights of man and of the citizen were
solemnly proclaimed. Just over forty years ago, the General
Assembly of the United Nations adopted the ©Universal
Declaration of Human Rights, which have been further developed
and codified and are now embodied in the Covenants on Civil and

Political Rights and on Economic, Social and Cultural Rights.

We reaffirm our commitment to freedom, democratic
principles and human rights. We reaffirm our belief in the rule

of law which respects and protects without fear or favour the

rights and liberties of every citizen, and provides the setting

in which the human spirit can develop in freedom and diversity:

Human rights are a matter of legitimate international
concern. We commit ourselves again to encouraging and promoting

universal respect for human rights and fundamental freedoms.

Looking towards the future, we see opportunities as well

as threats; this impels us to pledge our firm commitment to

uphold international standards of human rights and to confirm

our willingness to reaffirm them and to develop them further.




We stress the protection of freedom of thought, conscience
and religion, and of freedom of opinion and expression; for

without these freedoms, other rights cannot be fully realised.

We stress also respect for the rule of law and the
plurality of opinion, for without them there can be neither

representative government nor democracy.

We believe equally in freedom of association

pluralist society.

We hold that the right of each individual to physical
integrity and dignity must be guaranteed. We abhorr and condemn

torture in all its forms.

We believe that all human beings must act towards each

other in a spirit of fraternity.

We believe that everyone has a right to equality of
opportunity as well as to own property, alone or in association
with others. Extreme poverty and exclusion from society violate
the dignity of everyone enduring them. Those who suffer or are

in need should be supported.

1

We stress that the rights of the child, the disabled and

the elderly require special protection.

We consider that developments in the human sciences, for

instance the progress achieved in genetics and organ




transplantation, must be applied in accordance with all human

rights if the dignity of human beings is to be preserved.

We, the present generation, have an obligation to ensure

that future generations will inherit a healthy environment.
We reaffirm our belief that these rights and freedoms
cannot be properly safeguarded without the rule of law,

impartial justice and genuine democratic institutions.

July 15, 1989
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DECLARATION ON TERRORISM

1 - We remain resolutely opposed to terrorism in all its
forms. We confirm the commitment each of us has undertaken to
the principle of making no concessions to terrorists or their
sponsors and to cooperating, bilaterally and in all relevant
international fora, in combatting terrorism. We reiterate our
commitment to the policies agreed at previous summits; in
particular we condemn state-sponsored terrorism. We are
determined not to let terrorists remain unpunished, and to have
them brought to justice within the framework of international
law and in conformity with the rule of law. We call upon those
states which have supported or encouraged terrorist acts to
demonstrate by their actions that they have renounced such
policies. We reaffirm in particular our absolute condemnation
of the taking of hostages. We call on those holding hostages to
release them immediately and unconditionally and on those with

influence over hostage-takers to use it to this end.

2 - Deeply concerned for the safety of all travellers

and outraged by the murderous attacks perpetrated against

international civil aviation and the frequent threat to air
transport safety from terrorist groups, we reaffirm our

commitment to the fight against all forms of terrorism




affecting civil aviation. We reiterate our determination to
contribute to reinforcing internationally agreed measures for

protection against aircraft hijackings and sabotage.

3 - We particularly condemn the recent attack on an
aircraft over Scotland, which killed 270 people. We have agreed
to give priority to preventing such attacks by further
strengthening security measures. We attach importance to the
implementation of the work plan recently adopted by the ICAO

Council for this purpose.

4 - We have also agreed on the need for improved
methods of detecting explosives. We endorse efforts currently

underway in ICAO to develop, as a matter of high priority, an

appropriate international regime for the marking of plastic and

sheet explosives for detection.

July 15, 1989







SUMMIT OF THE ARCH

ECONOMIC DECLARATION

1) We, the Heads of State or Government of seven
major industrial nations and the President of the Commission
of the European Communities have met in Paris, for the
fifteenth annual Economic Summit. The Summit of the Arch
initiates a new round of Summits to succeed those begun at
Rambouillet in 1975 and at Versailles in 1982. The round
beginning in 1982 has seen one of the longest periods of

sustained growth since the Second World War. These Summits

have permitted effective consultations, offered the

opportunity to launch initiatives and to strengthen

e ————————

international cooperation.

2) This year’s world economic situation presents

three main challenges:

- The choice and the implementation of measures

needed to maintain balanced and sustained growth, counter

inflation, create Jjobs and promote social justice. These

——— 4

measures should also facilitate the adjustment of external

imbalances, promote international trade and investment, and

improve the economic situation of developing countries.

09/07/89
19:00




- The development and the further integration of
developing countries into the world economy. Whilst there has
been substantial progress in many developing countries,

particularly those implementing sound economic policies, the

debt burden and the persistence of poverty, often made worse

by natural disastegi affecting hundreds of millions o1 people,

are problems of deep concern which we must continue to face in

a spirit of solidarity.

- The need to safeguard the environment for future
generations. This calls for a concerted international response
and for the adoption, worldwide, of policies based on

sustainable development.

INTERNATIONAL ECONOMIC SITUATION

3) Growth has been sustained by focusing policies
on improving the efficiency and flexibility of our economies
and by strengthening our cooperative efforts and the
coordination process. In the medium term, the current buoyant
investment seen during this period should pave the way for an

increased supply of goods and services and help reduce the

dangers of inflation. The outlook is not, however, without

risks.

09/07/89
19:00
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4) Until now, the threat of inflation in many

countries has been contained, thanks to the concerted efforts
of governments and monetary authorities. But continued
vigilance is required and inflation, where it has increased,

will continue to receive a firm policy response so that it

will be put on a downward path.

5) While some progress has been made in reducing

external imbalances, the momentum of adjustment has recently
weakened markedly: further progress in adjusting external

imbalances through cooperation is crucial.

6) In countries with fiscal and current account

deficits, including the United States of America, Canada and

———

Italy, further reductions in budget deficits are needed.

Action will be taken to bring them down. This may help reduce

the savings-investment gap and external imbalances, contribute

to countering inflation and encourage greater exchange rate

stability in a context of decreasing interest rates.

7) Countries with external surpluses, including

Japan and Germany, should continue to pursue appropriate

; §5r s 7 .
macroeconomic policies and structural reforms, that will

encourage non-inflationary growth of domestic demand and

facilitate external adjustment.

09/07/89
19:00
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8) All our countries share the responsibility in

the sound development of the world economy as a whole. Over
the medium term, deficit countries have to play a key role in
global adjustment through their external adjustment and
increased exports; surplus countries have to contribute to
sustaining global expansion through policies providing
favourable conditions for growth of domestic demand and

imports.

9) The emergence of the newly industrializing
economies and the initiation of a dialogue with them are
welcome. We call on those with substantial surpluses to
contribute to the adjustment of external imbalances and the
open trade and payments system. To that end, they should
permit exchange rates to reflect their competitive position,

implement GATT commitments and reduce trade barriers.

INTERNATIONAL, MONETARY DEVELOPMENTS AND COORDINATION

10) Under the Plaza and Louvre agreements, our
countries agreed to pursue, in a mutually reinforcing way,
policies of surveillance and coordination aimed at improving

e —
their economic fundamentals and at fostering stability of

exchange rates consistent with those economic fundamentals.

09/07/89
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There has been progress in the multilateral
surveillance and coordination of economic policies with a view
to ensuring internal consistency of domestic policies and

their international compatibility. The procedures to be used

have been more clearly defined and improved in cooperation

with the International Monetary Fund.

11) The coordination process has made a positive
contribution to world economic development and it has also
contributed greatly to improving the functioning of the

International Monetary System. There has also been continued

cooperation in exchange markets.

It is important to continue, and where appropriate,

—

to develop this cooperative and flexible approach to improve

the functioning and the stability of the International
Monetary System in a manner consistent with economic
fundamentals. We therefore ask the Finance Ministers to

continue to keep under review possible steps that could be

taken to improve the coordination process, exchange market

cooperation, and the functioning of the International Monetary

System.

12) We welcome the decision to complete the work on
s e |

the ninth review of the International Monetary Fund quotas
S —

with a view to a decision on this matter before the end of the

year.

09/07/89
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We note that the question of a resumption of S.D.R.
allocation remains under consideration in the Executive Board

of the International Monetary Fund.

13) Within the European Community, the European
Monetary System has contributed to a significant degree of

economic policy convergence and monetary stability.

IMPROVING ECONOMIC EFFICIENCY

14) We will continue to promote measures in order
to remove inefficiencies of our economies. These
inefficiencies affect many aspects of economic activity,
reduce potential growth rates and the prospects for job
creation, diminish the effectiveness of macroeconomic

policies, and impede the external adjustment process. In this

context, tax reforms, \modernisation of financial markets,)

strengthening of competition policies/ and reducing existing
rigidities are necessary. So are the improvement“2§L$ducation
and vocational training, transportation and disiribution
systems and further policies aimed at giving more flexibility
and mobility to the labour market and reducing unemployment.

Within the European Community, the steady progress towards the

implementation by 1992 of the program contained in the Single

09/07/89
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Act has already given a strong momentum to economic

efficiency.

15) The decline of saving in some of our countries
in this decade is a cause for concern. This lower level of

saving can contribute to high real interest rates and

therefore hamper growth. Inadequate saving and large fiscal

deficits are associated wtih large external deficits. We

recommend, within the framework of policy coordination,

policies to encourage saving and remove hindrances where they

exist.

16) Financial activities are being increasingly
carried out with new techniques on a worldwide basis. As
regards insider trading, which could hamper the credibility of
financial markets, reqgulations vary Qgreatly among our
countries. These regulations have been recently, or are in the
process of being, strengthened. International cooperation

should be pursued and enhanced.

TRADE ISSUES

17) World trade developed rapidly last year. Yet

protectionism remains a real threat. We strongly reaffirm our

determination to fight it in all its forms. We shall fulfill

the Punta del Este standstill and rollback commitments which,

inter alia, require the avoidance of any trade restrictive or

09/07/89
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distorting measure inconsistent with the provisions of the

General Agreement and its instruments. We agree to make

effective wuse of the improved GATT dispute settlement

>

mechanism and to make progress in negotiations for further
improvements. We will avoid any discriminatory or autonomous
actions, which undermine the principles of the GATT and the
integrity of the multilateral trading system. We also are

pledged to oppose the tendency towards unilateralism,

bilateralism, sectoralism and managed trade which threatens to
P ———
undermine the multilateral system and the Uruguay Round

negotiations.

18) The successful negotiation of the Trade

Negotiations Committee of the Uruguay Round in Geneva last

April, thereby completing the mid-term review, is a very
important achievement. It gives a clear framework for future
work in all sectors including the pursuit of agricultural
reform in the short term as well as in the long term. It also
gives the necessary framework for substantive negotiations in
important sectors not yet fully included in GATT disciplines,
such as services, trade related investment measures and

intellectual property.

Developing countries participated actively in these
negotiations and contributed to this success. All countries

should make the most constructive contribution possible

09/07/89
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[consistent with their respective stages of economic

development].

We express our full commitment to making further

substantive progress in the Uruguay Round in order to complete

it by the end of 1990.

19) We note with satisfaction the entry into force of
the Free Trade Agreement between Canada and the US, as well as
more recent initiatives to intensify the close economic
relations between the European Community and EFTA countries.
It remains our policy that these and other developments in
regional cooperation, should be trade-creating and

complementary to the global liberalisation process.

20) It is the firm intention of the European
Community that the trade aspects of the single market program

should also be trade-creating and complementary to the global

liberalization process.

21) We note with satisfaction the progress that has

—
b

been made in strengthening the multilateral disciplines on

trade and aid distorting export credit subsidies. This effort

—_—

must be pursued actively and completed in the competent bodies

of the OECD with a view to improving present guidelines at the

earliest possible date.
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GENERAL, PROBLEMS OF DEVELOPMENT

22) We shall help developing countries by opening

the world trading system, by the continuation of their support

—————— -

for structural adjustment and diversification in commodity

dependent countries and by encouraging them to create a
S ——

favourable environment for transfers of technology and capital

flows.

We underline the continuing importance of off;g}al
development assistance and welcome the increased efforts of
some of our countries in this respect. We note the targets
already established by international organizations for the

future level of official development assistance and stress the

importance of overall financial flows to development.

We underline simultaneously the importance attached

to the quality of the aid, the evaluation of the projects and

the programs financed.

23) We urge developing countries to implement sound
economic policies. A wvital factor will be the adoption of
financial and fiscal policies which attract inward investment,

encourage growth and the return of flight capital.

09/07/89
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24) We note with satisfaction that there has been

substantial progress in the multilateral aid initiative for
the Philippines that was given special attention in the

Toronto economic declaration.

THE SITUATION IN THE POOREST COUNTRIES

25) The enhancement of the International Monetary

Fund Structural Adjustment Facility, the World Bank special

program of assistance for the poorest and most indebted
e

countries and the fifth replenishment of the African

—

Development Fund are all important measures benefiting those

"

countries having embarked upon an adjustment process. We

stress the importance attached to a substantial replenishment

of International Development Association resources.

26) As we urged last year in TORONTO, the Paris
S ————

Club reached a consensus in September 1988 on the conditions
of implementation of significant reduction of debt service
payments for the poorest countries. Thirteen countries have

already benefitted by this decision.

27) We welcome the increasing grant element in the
e —————

development assistance as well as the steps taken to convert

loans into grants. Flexibility in development aid as much as

in debt rescheduling is required.

09/07/89
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28) We attach great importance to the efficient and

—

successful preparation of the next general conference of the

United Nations on the least developed countries, which will

—

take place in Paris in 1990.

STRENGTHENED DEBT STRATEGY FOR THE HEAVILY INDEBTED

COUNTRIES

29) Although our approach to the debt problems has
produced significant results, serious challenges remain: in

many countries the ratio of debt service to exports remains

high, financing for growth promoting investment is scarce, and

capital flight is a key problem. An improvement in the

investment climate must be a critical part of efforts to
achieve a sustainable level of growth without excessive levels
of debt. These improvements of the current situation depend
above all on sustained and effective adjustment policies in

the debtor countries.

30) To address these challenges, we are strongly

committed to the strengthened debt strategy. This will rely,
—

on a case-by-case basis, on the following actions:

- borrowing countries should implement, with the
assistance of the Fund and the Bank, sound economic policies,

— ey

particularly designed to mobilize savings, stimulate

investment and reverse capital flight;
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- banks should increasingly focus on voluntary,

market-based debt and debt service reduction operations, as a

complement to new lending;

- the International Monetary Fund and World Bank will
support significant debt reduction by setting aside a portion

of policy-based loans:

- limited interest support will be provided, through
additional financing by the International Monetary Fund and
the World Bank, for transactions involving significant debt
and debt service reduction. For that purpose the use of escrow

accounts is agreed;

- continued Paris Club rescheduling and flexibility

of export-credit agencies;

- strengthening of the international financial
institutions capability for supporting medium-term
macroeconomic and structural adjustment programs and for
compensating the negative effects of export shortfalls and

external shocks.
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31) In the framework of this strategy:

- we welcome the recent decisions taken by the two
institutions to encourage debt and debt service reduction and

to provide adequate resources for these purposes;

- we urge debtor countries to move ahead promptly
to develop strong economic reform programs that may lead to
debt and debt service reductions in accordance with the

guidelines defined by the two Bretton Wood institutions;

- we encourage banks to take realistic and

¢
¢ -y

i constructive approaches in their negotiations with the debtor

countries, G; particular we urgéy%hem to negotiate temporary
waivers of existing lending provisions that inhibit debt and
debt service reductioﬂ We stress that official creditors
should not substitute for private lenders. Our governments are
prepared to consider as appropriate tax, regulatory and
accounting practices with a view to eliminating unnecessary

’ obstacles to debt and debt service reductions.

o®
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ENVIRONMENT

32) There 1is growing awareness throughout the
world, of the necessity to preserve better the global
ecological balance. Scientific studies have revealed the

N 4

existence of serious threats to our environment such as the

depletion of the stratospheric ozone layer, excessive

emissions of carbon dioxide and other greenhouse gases which

M ———

could lead to future climate changes. We note with great

concern the growing pollution of air, lakes, rivers, oceans

and seas; acid rain, dangerous substances; and the rapid
_—

desertification and deforestation. Such environmental

degradation endangers species and undermines the well-being of

individuals and societies.

Decisive action is urgently needed to understand
and protect the earth’s ecological balance. We will work
together to achieve the common goals of preserving a healthy

and balanced global environment in order to meet shared

economic and social objectives and to carry out obligations to

future generations.

33) We urge all countries to give further impetus

to scientific research on environmental issues, to develop

—_—

——

necessary technologies and to make clear evaluations of the

economic costs and benefits of environmental policies.
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The persisting uncertainty on some of these issues

should not unduly delay our action.

In this connection, we ask all countries to combine
their efforts in order to improve observation and monitoring

on a global scale.

34) We Dbelieve that international cooperation
should also be enhanced in the field of technology and
technology transfer in order to reduce pollution or provide

alternative solutions.

35) We believe that industry has a central role in
S ———

——

preventing pollution at source, in waste minimization, in

————

energy conservation, and in the design and marketing of
S ———

P ey

cost-effective clean technologies. The agricultural sector

must also contribute to tackling problems such as water

pollution, soil erosion and desertification.

36) Environmental protection is integral to issues
such as trade, development, energy, agriculture and economic
planning. Therefore, environmental considerations must be
taken into account in economic decision-making. In fact good
economic policies and good environmental policies are mutually

reinforcing.

09/07/89
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5 5 In order to achieve sustainable development, we
Shail(\?ﬁfﬁEf the compatibility of economic growth and
development with the protection of the environment.
Environmental protection and related investment should
contribute to economic growth. In this respect, intensified

efforts for technological breakthrough are important to

reconcile economic growth and environmental policies.

Clear assessments of the costs, benefits and
resource implications of environmental protection should help
governments to take the necessary decisions on the mix of
price signals (e.g., taxes or expenditures) and regulatory

actions, reflecting where possible the full value of natural

resources.

We encourage the World Bank and regional

developmgg} banks to integrate environmental considerations
into their activities. International organisations such as the
OECD and the United Nations and its affiliated organizations,
will be asked to develop further techniques of analysis which
would help governments assess appropriate economic measures to
promote the quality of the environment. We expect the 1992 UN

Conference on Environment and Development to give additional

momentum to the protection of the global environment.
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37) To help developing countries deal with past

damage and to encourage them to take environmentally desirable
action, economic incentives may include the use of aid
mechanisms and specific transfer of technology. In special
cases ODA debt forgiveness and debt for nature swaps may play

a useful role for the environmental protection.

We also emphasize the necessity to take into
account the interests and needs of developing countries in
sustaining the growth of their economies and the financial and

technological requirements to meet environmenta: challenges.

38) The depletion of the stratospheric ozone layer

gives particular cause for concern.

We welcome the HELSINKI conclusions related, among
other issues, to the complete abandonment of the production
and consumption of chloro-fluorocarbons covered by the
MONTREAL protocol as soon as possible and not later than the
end of the century [assuming the development of safe

substitutes]. Attention should also be given to those ozone-

depleting substances not covered by the Montreal protocol. We

shall promote the development and use of suitable substitute
substances and technologies. More emphasis should be placed on

projects that provide alternatives to chloro-fluorocarbons.
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39) We advocate common efforts for the reduction of
emissions of carbon dioxide and other greenhouse gases, which

threaten to induce climate change, endangering the environment

and ultimately the economy. We strongly support the work

=g ey |

undertaken by the Intergovernmental Panel on Climate Change,

on this issue.

We need to strengthen the worldwide network of
observatories for greenhouse gases and support the World

Meteorological Organisation initiative to establish a global

climatological reference network to detect climate changes

40) We agree that increasing energy efficiency
could make a substantial contribution to these goals. We urge
international organizations concerned to encourage measures,
including economic measures, to improve energy conservation
and, more broadly, efficiency in the use of energy of all

kinds and to promote relevant techniques and technologies.

While we are committed to maintaining the highest
safety standards for nuclear power plants and to strengthening
international cooperation in safe operation of power plants
and waste management, we recognize that nuclear power also

plays an important role in limiting output of greenhouse

gases.
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41) 9353535533592 also affects the atmosphere and

must be prevented at a global level. We call for the adoption
of sustainable forest management practices, with a view to
preserving the scale of world forests. The relevant

international organizations will be asked to complete reports

on the state of the world’s forests by 1990.

42) While recognizing the sovereign rights of
developing countries to make use of their natural resources,
we encourage, through a sustainable use of tropical forests,

the protection of all the species therein and the traditional

rights to land and other resources of local communities. We

welcome the German initiative in this field as a basis for

progress.

To this end, we recommend a greater and quicker
implementation of the Tropical Forest Action Plan which was
adopted in 1986 in the framework of the Food and Agricultural
Organization. We appeal to both consumer and producer
countries, which are united in the International Tropical
Timber Organization, to join their efforts to ensure better
conservation of the forests. We express our readiness to
assist the efforts of nations with tropical forests through
financial and technical cooperation, and in international

organizations.

09/07/89
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43) Temperate forests, lakes and rivers must
protected against the effects of acid pollutants such as

sulphur dioxides and nitrogen oxides. It 1is necessary to

pursue actively the bilateral and multilateral efforts to this

—

end.

44) The increasing complexity of the issues related
to the protection of the atmosphere calls for innovative
solutions. New instruments may be contemplated. The conclusion
of a framework or umbrella convention on climate change to set

out general principles or guidelines would be a useful way

both to mobilize and rationalize the efforts made by the

international community. We welcome the work under way by the
United Nations Environment Program, in cooperation with the
World Meteorological Organization, drawing on the work of the
Intergovernmental Panel on Climate Change and the results of
other international meetings. Specific protocols containing
concrete commitments could be fitted into the framework as

scientific evidence requires and permits.

09/07/89
17:29




CONFIDENTIAL

;’/‘ :

cc: Foreign Secretary

Chancellor of the
Exchequer

Prim& Minister

/

ECONOMIC DECLARATION: FINAL DRAFT COMMUNIQUE

1. I attach the final draft of the Communique which the
Sherpas prepared last night. Also attached is a commentary

on the main points which arose in our discussion.

2. The draft contains no square brackets and to that extent
has the agreement of all the Sherpas. But it is likely that
some Heads will try to re-open passages. So far as we are
concerned, I believe the text meets our interests and there
is nothing that I would recommend you to raise. You may

well need to fight off changes proposed by others.

3. Finally let me say that I am sorry to put forward a
draft including a reference to Yugoslavia (in paragraph 25).
The original quite unacceptable Italian language was much
watered down, after opposition from ourselves and others;
and in the end all delegations were able to accept the
language in the draft. I decided not to insist on UK square

brackets.

N L W,

16 July 1989 N L Wicks
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FOR THE ATTENTION OF NICHOLAS BAYNE

UNOFFICIAL TRANSLATION OF THE FRENCH TRANSLATION OF THE
RUSSIAN TEXT OF A MESSAGE FROM MIKHAIL GORBACHEV TO
PRESIDENT MITTERRAND

Mr President,

In writing to you in your position as President of the
fifteenth Annual Economic Conference of the G7 leaders
which is taking place in Paris on 15/16 July, and, through
you, to the other participants at this meeting, I wanted

to pass on to you some thoughts on the key problems of

the world economy which affect all countries withou

exception.

e

Interdependence, while helping to overcome division in the

WBfIa, also considerably raises the risk of a clash of

interest, of the rapid multiplication of contradictions.

Traditionally, to solve the economic contradictions between
states, it was enough to strike a balance on the basis of

strictly national interests. However, today such a balance
would be unstable if one attempted to found it on anything

other than universal human interests.

Attaining a true balance, assuring the stable character of
interdependence can only be achieved through complimentary
activity. The objective process of forming a coherent world
economy implies that multi-lateral economic partnership be

raised to a qualititively new level.

We note with interest the efforts deployed by the seven most
developed states in the Western world in order to fine tune

Jjoint macro-economic policy coordination. We believe that it

/is




is possible, through coordination, to make the movements of
the world economy more predictable. Moreoever, this is an
important first step in order to guarantee international

economic security.

On economic security, we have in mind above all, the

formation of the grounds for stable, de-ideologised and

mutually advantageous co-creation and for joint development.

Like other countries, the Soviet Union is seeking to work

out the tasks involved in adapting its national economy

to the new structure, which is emerging, fbr the international
division of work. Perestroika is inseparable from a policy
leading to {Elldgnd complete participation in the world
economy. This orientation, which Ighahite in line with our
new political thinking, is equally dictated by our own direct
economic interest. Evidently, the rest of the world could
only gain by opening up a market like the Russian market to
thet world economy. Obviously, mutual advantage pre-supposes
mutual responsibility and the respect for the rights of all

those who participate in international economic relations.

In the field of these relations there remain many
contradictions. It is nonetheless the case that the area

of common and convergent interests between states is
sufficiently large and could serve as a basis for interaction.
Proof of this is provided in particular by the positive
changes which have occurred in the bilateral economic
relations between the Soviet Union and many Western countries,
by the understanding reached in Vienna on "Basket 2" of

cooperation in Europe and by the establishment of EEC/CMEA

However, multilateral East/West cooperation on global
economic problems is clearly behind hand in comparison with
bilateral and regional links. This state of affairs does not
seem justified given the weight of our countries in the world

economy, their responsibility for its rational and efficient

/functioning




functioning for the good of all peoples and the world

community in general is taken into account.

The Soviet Union is ready for a constructive inter-action,
free from preconceptions aiming to resolve these issues by
common effort. We see points of convergence and

complimentarity in the approach of parties to global

\-
problems, and in particular the management of third world
\_—

debt. It does not matter who gets the credit for the best

initiative. The key is that there is a real possibility
to contribute together to the effectiveness of practical

measures in the sphere of debt management .

We are in favour of collective development assistance, and

of the coordination of the activity of creditors and debtors,
of donors and recipients, and in favour of the exXtension of
multi-lateral divisions of aid. This could become one of the
considerable material guarantees for the legally equal and
responsible participation of developing countries in the

world economy.

First steps are also underway for consensus of the ways of
guaranteeing a stable development of all states, which

pre-supposes the creation of the ecological basis for the
edifice of the united world econom§%€E§T‘v@—are building today.

Another common problem we have is linked to the trends towards
integration which are becoming more and more pronounced in
various regions of the world. We want the development to go

in the direction of a universal partnership. Life today is
destroying - progressively and with great difficulty but all

the same destroying - the old obstacles erected in an artificial
manner between different economic systems. Although each
system keeps its own characteristics, each borrows from

another, using similar management tools.

It has become pressing for us to come to an understanding

concerning the methodology (? text unclear) for measuring and
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harmonising economic processes, a methodology which is
acceptable for universal usage. To this end, we may also
need to research the means of apportioning, on a global

scale, the different mechanisms of macro-economic coordination.

We are ready to engage in constructive dialogue on these
questions. To start it off, professional contacts could

be established in various areas, for example, by meetings
of Governmental experts. It is important here to find from
the start a common economic language, to proceed to a
reciprocal exchange of information, including on such
questions as: the basic indicators of economic development ,
the regulation of lines of credit and of aid to the Third
World so as to ensure the methodological compatibility

of the statistical information as the basis for collaboration.

I hope that these reflections will be useful for the participants
at the Paris Summit and that the Summit's conclusions will

favour the search for a balance of national, regional and
D i R - B i T ¥ - N -

universal economic interests.

With my respect,

M Gorbachev.

14 July 1989




Monsieur 1le Président,

En m'adressant & vous en votre qualité de président de ia
AVe conférgnpe écopomique annuelle des dirigeapts des sept pay
qui se tiendra a Paris les 15 et 16 juillet, et a travers vous
aux autres participants a cette réunion}je tiens a vous faire
part de quelques idees sur les problémes—clés de 1'economie

tous

mondiale qui exercent leur influence sur"les pays sans excepti

L'interdépendance, tout en aidant a surmonter la division
du monde, augmente considérablement le risque du heurt des
intéréts, de l'explosion des contradictions.

Traditionnellement, pour resoudre les contradictions
économiques entre Etats il etait suffisant de trouver un
équilibre sur la base des interets strictement nationaux.
Toutefois, aujourd'hui un tel équilibre serait précaire si on
essayait de l'asseoir sur autre chose que les interets
universels de 1'humanite.

Atteindre un veritable équilibre, assurer a l'interdépen—
dance un caractere stable ne peut etre que le fruit d'actions

complementaires. Un processus objectif de la formetion de

s -
l'economie mondiale coherente imnliaque aue le nartensariat

multilateral economique soit place a un niveau qualitativement

nouveau.
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Nous observons avec interet les efforts deployes per les

A}

sept Etats Jes plus développés_du monde occ?dental en vue de
mettre au point }a 9pqrdination de la politique mgcrpéconomiqu
Ngus estimons au'il est possible, grécg a la coordination, de
rendre les processus de ltécoqpmie mondiale plus prévisibles.
Or, ceci est une prémisse importante afin de garantir la
securite économique internationale.

S'agissant de la securite économique)nous avons a l'espri
avant toute chose la formation de bases pour la cocreation
stable, déidéologisée et mutuellement avantageuse et pour le
codéveloppement.

Tout comme d'autres pays, 1l'Urion Soviétique cherche a
resoudre les taches consistanty a adapter son éqono@ie

nationale & une nouvelle structure de la division irternationa

du traveil en gestation. Notre perestroika est inséparable dg
la politique tendant a la particination pleine et entiére_é
1'economie mondiale._Cette orientation-lé, s'inscrivant dans
le droit fil de la nouvelle pensée politique, est determinee
également par notre interet économique direct. Mais a 1l'evidenc

le reste du monde ne pourra que gagner & l'ouverture en

e

direction de l'économie mondiale du merche tel que celui de

- e

1'URSS. Bien entendu, l'avantage mutuel suppose la responsabi-
litée mutuelle et le respect des droi%s de tous les participant:s
aux relations économiques internationales.

I1 subsisii?ie domaine de ces relations pas mal de
contradictions. Il n'en reste pas moins que la zone des

interets communs, convergents des Etats est suffisamment large




et peut servir de base a 1l'interaction. La preuve en est
fournie notamment par les changements positifs intervenus
dans les liens économiques bilateraux de 1l'Union Soviétique
avec beeoup de pays occidentaux, par les ententes acquises a
Vienne en matiere de la"deuxieme corbeille""de 1la coopération
en Europe, par l'etablissement des rapports CAEM-CEE.

Cependant la coopération multilateral Est-Ouest sur les
problémes économiques globaux se trouve manifestement en
retrait par rapport au développement des liens bilateraux et
régionaux. Cet etat de choses ne parait pas justifié compte
tenu du poids de nos Etats dans 1'economie mondiale, de la
responsabilité qui est la leur dans son fonctionnement rationne
et efficace pour le bien de chaque peuple et de la communaute
mondiale en général.

L'Union Soviétique se prononce pour une interaction
constructive et libre de préjugés visant & resoudre ces taches
par les efforts communs. Nous voyons les points de convergence
et la complémentarité dans les approches qu'ont les parties de
problemes globaux, en particulier du réglement de l'endettemen
de tiers monde. Peu importe de savoir a qui reviendra le merit
de la meilleure initiative. L'essentiel consiste a ce qu'il
existe une possibilité reele de contribuer ensemble a
l'efficacite des mesures pratiques dans 1la sphére du réglement
de la dette.

Nous sommes en faveur d'une assistance collective au

developpement,en faveur de la coordination des actions de

creanciers et de debiteurs, de donneurs et de ceux gqui regouve

en faveur de l'extension des formes d'aide multilaterales. Ceci




peut devenir une des garanties matérielles considérables pour
la participation égale en droits et responsable des pays en
voie de développement a 'économie mondiale.

Des prémisses sont en train d'étre reunies également pour
le concensus sur les voies d'assurer un développement gtable de

tous les Etats ce qui suppose la formation des stabilisateurs

& . A ’ - - . 'l - . -
ecologiques surs de d'edifice d'economie mondiale unie que 1l'on

construit aujourd'hui.

Un autre probléme qui nous est commun est lié aux tendances
a l’intégration, qul prennent de plus en plus de vigueur dans
diverses régions du monde. Nous voulons que leur développement
aille dans le sens d'un partenariat universel. Aujourd'hui la vi
elle-meme detruit - progressivement et a grand peine mais quand
meme deétruit - les vieux obstacles dresses de fagon artificielle
entre differents systémes économiques. Bien que chaque systéme
conserve ses traits caractéristiques, ils ont emprunté beaucoup
l'un & l'autre, utilisent les outils de gestion similaires.

Il devient urgent a nous entendre sur la méthodologie de me
re et d'harmonisation des processus économiques, méthodologie
acceptable pour tous les pays et a usage universel. En perspecti
1l pourra s'egir aussi des recherches de procédes pour faire
arrimer, a l'échelle globale, les différants méch%nismes de
coordination mgcroécopomique.

Nous sommes préts a engager un dialogue cornstructif sur ces
questions. Pour le demarrer on pourrait etablir les contacts
professionnels dans divers domaines, par exemple sous forme de

rencontres des experts gouvernementaux. Il importe ici de trouver




des le debut un langage économique commun, proceder a un
échange réciproque d'information, y compris sur les questions
d'indicateurs de base du développement économique, de la
régulation des liens de credit et d'aide au tiers monde afin
d'assurer la compatibilité méthodologique des donnees
statistiques en tant que point de départ de la collaboration.
J'espére que ces reflexions seront utiles pour les
participants de la rencontre au sommet de Paris et que les

résultats de celle-ci iront dans le sens de recherches de

l'equilibre des interets economiques nationaux, regionaux et

universels.

Avec mes respects,

M.GORBATCHEV

Le 14 juillet 19839
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From the Private Secretary 14 July 1989
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PRIME MINISTER'S MEETING WITH THE
PRIME MINISTER OF INDIA

The Prime Minister had breakfast with the Indian Prime
Minister at our Embassy in Paris this morning. Mr. Gandhi
was accompanied by his Private Secretary, Mr. Sen. The Prime
Minister and Mr. Gandhi had already had several long talks
at social occasions during the French Bicentenary celebrations.
The meeting was, therefore, an occasion to deal with residual
subjects.

Hong Kon

The Prime Minister gave Mr. Gandhi an account of the
present difficulties with Hong Kong, in which he expressed
polite interest.

Commonwealth Secretary-General

Mr. Gandhi said he had talked to the Canadian Prime
Minister, Mr. Mulroney, about the Commonwealth Secretary-
General post. They were both now inclined to support Malcolm
Fraser, but did not want an Africa versus the rest confrontation.
They felt Malcolm Fraser was the better candidate given the
sort of problems which the Commonwealth was likely to face
over the next few years. These would be mostly economic.

The main regional problems were being sorted out, even South
Africa. He did not particularly like what was happening
there. But at least they were trying.

The Prime Minister said that some method was needed
to bring the choice of a successor to Ramphal to a head.
Perhaps we should contact Mahathir and ask how he intended
to handle the matter. If a solution was to be reached before
CHOGM, someone would need to take some soundings. Whoever
was chosen must have broad support across the Commonwealth.
We had not declared a preference and she was not yet inclined
to do so. There were problems with both candidates. If
there was a deadlock, perhaps Ramphal would simply have to
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soldier on, although no-one was actively supporting this.
Mr. Gandhi agreed that some procedure had to be found to
resolve the matter.

CHOGM

Mr. Gandhi volunteered that CHOGM should concentrate
on trade, economic and environmental issues.

Antarctica

The Prime Minister explained the background to the differences
between Australia and some other governments over Antarctica.
The purpose of the recent Convention was to protect Antarctica:
without it, there would be no regime at all and a free-for-
all. Mr. Gandhi commented that it was important not to fall
between two stools and, by seeking too much in the way of
environmental protection, end up with nothing.

Bilateral Relations

Mr. Gandhi said that bilateral relations between Britain
and India were going very well. He was very grateful for
all that the Prime Minister had done, and particularly for
her role in the Nehru Centenary Celebrations. The various
channels on security issues were functioning well and the
Sikh problem seemed largely under control. In the Punjab,
he had managed to break the religious linkages of the Sikh
terrorist groups and the Gundawaras were now largely peaceful.
He himself had favoured holding local elections in the Punjab
but others had been more cautious. His only thought about
Sikh terrorists in the United Kingdom was that we might use
the Charity Commissioners to investigate the use being made
of funds collected in Sikh temples. The Indian Government
would be prepared to co-operate. The Prime Minister said
that we would look at this, although she was not sure it
was practicable.

Commercial Relations

Mr. Gandhi said that the Indian Government had received
a very good proposal on the Hawk Trainer aircraft. There
were some offset aspects to be worked out, to minimise the
foreign exchange costs, but he was optimistic. He also had
great hopes of the proposed collaboration with Rolls Royce
on a new Indian/Soviet airliner. He would be discussing
this with Mr. Gorbachev.

I am copying this letter to Brian Hawtin (Ministry of

Defence), Colin Walters (Home Office), Neil Thornton (Department
of Trade and Industry, and Trevor Woolley (Cabinet Office).

o Sl

J. S. Wall, Esq.,
Foreign and Commonwealth Office.
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10 DOWNING STREET

LONDON SWIA 2AA
From the Private Secretary 14 July 1989
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PRIME MINISTER'S MEETING WITH PRESIDENT MUBARAK

The Prime Minister had a brief meeting with President
Mubarak in Paris this afternoon. The President was as usual
rather boastful, recounting how he had single-handedly convinced
Arafat to accept Resolution 242, fearlessly instructed Assad
to withdraw his troops from Lebanon and given Qadhafi a
dressing-down in front of the Arab Summit in Casablanca.

Of substance, there was little. But allowing for all that,
it was as usual a very friendly meeting.

Arab/Israel

The Prime Minister gave President Mubarak an account
of her meeting with Mr. Shamir. She did not think that
he would ever be able to make the concessions necessary
for peace. She was horrified by Likud's recent decision
to shackle Shamir's plan for elections on the West Bank
with unacceptable conditions. But she rather doubted that
the Labour Party in Israel had anything much better to offer
at present. We were concerned by the possible effects of
the Likud decision on the PLO: that was why the Foreign
Secretary had seen Bassam Abu Sherif, to urge a moderate
and cautious response. The one reasonably bright spot was
the determination of the US Administration to keep on trying.
The next step would be Eagleburger's visit to the area.

Mubarak said that Shamir was not a strong man: he
lacked will. At least Begin had the courage to take difficult
decisions. He did not know what to make of the Likud decision:
Arens had telephoned the Egyptian Foreign Minister to say
that it was not a government matter. But it was hard to
believe that. He agreed that the break-up of the Israeli
coalition was unlikely to serve any useful purpose. He
had seen Arafat on 12 July and urged him to remain flexible.
It was very important to support and encourage Arafat: without
him, the PLO would break apart. The Prime Minister said
that we would continue to support a solution based on territory

for peace.
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Lebanon

The Prime Minister said that we were giving full support
to the Arab League's efforts to achieve peace. President
Mubarak obviously did not give much for the Tripartite Committee's
chances of reaching a settlement, certainly not within three
months. They would have done better to give themselves
six months. Their only sanction was that failure would
have to be reported to the Arab Summit, and might lead to
further measures (unspecified). He had told President Assad
repeatedly that he should withdraw all Syrian troops from
Lebanon. The Prime Minister agreed that this was necessary,
but it would be very hard to achieve.

Sudan

President Mubarak spoke warmly of the new Sudanese
leader - he was 'wonderful' - and hoped the United Kingdom
would give him full support. He wanted to settle the problems
with the South and was prepared to meet Garang in Addis
Ababa. Sadiqg el Mahdi had, in Mubarak's view, been corrupt
and slothful.

Libya

We were treated to a long and probably fanciful account
of President Mubarak's exchanges with Qadhafi at Casablanca,
all of which had ended with Qadhafi's total discomfiture.
Mubarak said that he was being very cautious in his dealings
with Qadhafi and trying to bring him to see sense.

I am copying this letter to Brian Hawtin (Ministry
of Defence) and to Trevor Woolley (Cabinet Office).

gm.cy,\w./\

CmL

(C.D. POWELL)

J.S. Wall, Esqg..,
Foreign and Commonwealth Office.
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10 DOWNING STREET

LONDON SWI1A 2AA
From the Principal Private Secretary 14 July 1989
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MEETING WITH MR. UNO

The Prime Minister had a bilateral with Mr. Uno at
the British Embassy today. Mr. Uno was accompanied by the
Vice Minister for Foreign Affairs and the Japanese Ambassador
in London.

The Prime Minister said she hoped it would soon be
possible to secure two additional places on the Tokyo Stock
Exchange. She had taken them up with Mr. Takeshita but
he had not managed to advance it before leaving office (though
he had secured welcome changes in custom duties on whisky).

The Prime Minister said she attached great importance to

this and hoped Mr. Uno would push hard for it. She acknowledged
that a great deal of progress had been made to open up Japanese
markets, but much remained to be done.

The Prime Minister welcomed the recent announcement
by Honda that it would take a 20 per cent stake in Rover
and would open its own manufacturing plant. The recent
attempt by France to obstruct imports of cars made in Britain
by Japanese companies had been successfully challenged.
It was now established that such cars would be treated on
all fours with other British cars.

Turning to the Summit, the Prime Minister said there
might be a call for a North-South Summit. She did not think
this would be appropriate. It would be vague and get in
the way of tackling the debt problem through the IMF, World
Bank and Paris Club.

On the political side, the United Kingdom was looking
for a statement condemning recent events in China. It was
important that people should not be allowed to forget.
Nevertheless she recognised that a balance had to be struck.
Trading relations would continue (though were not being

developed for the time being) and negotiations had to be
conducted over Hong Kong.

Mr. Uno responded that he had urged the President of
the Tokyo Stock Exchange to look at the British applications
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sympathetically. He could not instruct him and he in turn
could not instruct the Exchange. A Committee had been set
up earlier in July to consider the applications but he did
not expect a decision before the Prime Minister visited
Japan in September. The Prime Minister thanked him for
his efforts but commented that it all seemed to be taking
a long time.

Mr. Uno did not respond directly to the question of
a North-South Summit. He noted that Japan will have discharged
$30 billion in loans over three years including the current
year and would be announcing at the Summit that it planned
to bring the total to $65 billion in two further years.
$600 million was being made available in untied grants to
the poorest countries in Africa. It was intended to continue
using Crown Agents in disbursing this money.

Mr. Uno said he had recently spent 1% hours with Mr. Gorbachev
and had told him that Japan had 400 plants in Europe employing
70,000. (Mr. Gorbachev commented that he could not understand
why.) Japan had also built car plants in the United States
and had imported 16,000 cars back to Japan.

On China Mr. Uno said he shared the Prime Minister's
approach. He had condemned China, both for the killings
of students and for the summary executions. On trade, Japan
had recently signed a $6 billion credit to be drawn over
six years. He had decided not to proceed with this until
the Japanese people were satisfied that "an open door policy"

had been established. The ASEAN countries and Korea had
urged Japan not to isolate China and he gave weight to their
views.

Concluding the discussion, which had lasted about twenty
minutes, the Prime Minister welcomed this approach which
was very close to her own.

(ANDREW TURNBULL)

Stephen Wall, Esq.,
Foreign and Commonwealth Office.
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FINAL VERSION

SUMMIT OF THE ARCH

FINAL DRAFT DECLARATION ON CHINA

We have already condemned the violent repression in China
in defiance of human rights. We urge the Chinese authorities to
cease action against those who have done no more than claim

their legitimate rights to democracy and liberty.

This repression has led each of us to take appropriate
measures to express our deep sense of condemnation,to suspend
bilateral Ministerial and high-level contacts, and also to
suspend arms-trade with China, where it exists. Furthermore,
each of us has agreed that, in view of current economic

uncertainties , the examination of new loans by the World Bank

be postponed. We have also decided to extend the stays of

those Chinese students who so desire.

We look to the Chinese authorities to create conditions
which will avoid their isolation and provide for a return to
cooperation based upon the resumption of movement towards

political and economic reform, and openness.
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