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RECORD OF THE ECONOMIC SUMMIT MEETING HELD IN TOKYO ON 


28/29 JUNE 1979 IN THE AKASAKA PALACE 


FIRST SESSION : 0930-1230 


Opening Statements 


Mr. O h i r a welcomed the Heads of S t a t e and Government t o the 


Economic Summit and s a i d t h a t he was p a r t i c u l a r l y happy to see 


Mrs. Thatcher and Mr. C l a r k who, l i k e h i m s e l f , were a t t e n d i n g 


t h e i r f i r s t Summit meeting. He hoped t h a t the d i s c u s s i o n s would 


be c h a r a c t e r i s e d by an open and f r a n k approach. At the l a s t Summit 


meeting i n Bonn C h a n c e l l o r Schmidt had d e s c r i b e d those t a k i n g p a r t 


as mountaineers. S i n c e t h a t o c c a s i o n the c o u n t r i e s r e p r e s e n t e d 


by those t a k i n g p a r t had got out of d i f f i c u l t economic troughs 


and had c r o s s e d broken t e r r a i n . They had j u s t caught s i g h t of 


the peak when they had encountered the l a n d s l i d e of another o i  l 

c r i s i s . Today's c i r c u m s t a n c e s were, i f a n y t h i n g , even more 


s e r i o u s than those which had p r e v a i l e d when P r e s i d e n t G i s c a r d 


had a c t e d as host at the f i r s t Economic Summit meeting. But 


today we had the wisdom which d e r i v e d from e x p e r i e n c e , and we 


s h o u l d use t h a t wisdom i n o r d e r t o co-operate w i t h each o t h e r to 


work our way out of the p r e s e n t predicament. Our a t t i t u d e must 


be f i r m and p o s i t i v e and we s h o u l d be r e s o l u t e i n d e c i d i n g our 


long-term p o l i c y and i n then c a r r y i n g i  t out. 


A g a i n s t t h a t background he suggested t h a t the meeting s h o u l d 


d i s c u s s , i n o r d e r , the macro-economic s i t u a t i o n ; energy (on 


which the p e r s o n a l r e p r e s e n t a t i v e s of the Heads of S t a t e and 


Government were a l r e a d y meeting to prepare a passage f o r the 


communique); the p o s i t i o n of the d e v e l o p i n g n a t i o n s ; the w o r l d 


t r a d e p o s i t i o n : the monetary s i t u a t i o n ; and, f i n a l l y , the 


a d o p t i o n of the communique. But b e f o r e b e g i n n i n g on t h i s agenda 


he i n v i t e d each Head of S t a t e or Government to make a s h o r t 


opening statement which would s e r v e t o p r o v i d e the o v e r a l l g u i d e ­


l i n e s f o r t h e i r d i s c u s s i o n . 


P r e s i d e n t C a r t e r s a i d t h a t the eyes of the w o r l d were 


f o c u s s e d on the Summit meeting. There were many ma t t e r s t o be 


/ d i s c u s s e d , 
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d i s c u s s e d , and the foremost of these was energy. He hoped t h a t 


the meeting would be b o l d , s p e c i f i c and u n i t e d i n what i t s a i d i n 


i t s communique about energy. For the s h o r t - t e r m , he would p r e f e r 


t o see c o u n t r i e s adopt i n d i v i d u a l t a r g e t s based on s p e c i f i c f i g u r e s 


and commit themselves f i r m l y t o meeting those t a r g e t s . He a l s o 


b e l i e v e d t h a t t h e r e s h o u l d be an u n d e r t a k i n g t o a c h i e v e t a r g e t s 


i n the l o n g e r - t e r m , though he accepted t h a t the more d i s t a n t 


f u t u r e was more u n c e r t a i n . Any p l a n t o reduce the consumption and 


import of o i  l s h o u l d be e q u i t a b l e and s h o u l d take account of the 


i n t e r n a l problems of i n d i v i d u a l c o u n t r i e s . The meeting s h o u l d 


a l s o address such problems as the o p e r a t i o n of the spot market, 


the s t o c k p i l i n g of o i l at a time of t i g h t s u p p l y , and the development 


of a l t e r n a t i v e s o u r c e s of energy such as c o a l , t a r sands and s h a l e , 


and s o l a r energy. I t would be important t h a t immediate r e d u c t i o n s 


i n o i l imports s h o u l d be f o l l o w e d up w i t h s t r i c t c o n s e r v a t i o n 


measures, which s h o u l d , i n t u r n , be supplemented s u b s e q u e n t l y by 


the i n t r o d u c t i o n of a l t e r n a t i v e s o u r c e s of energy. He a l s o hoped 


t h a t the meeting would agree upon the means of c o n s u l t a t i o n w i t h 


members of OPEC. The p r e s e n t l a c k of c o n s u l t a t i o n had had 


g r i e v o u s consequences f o r the c o u n t r i e s r e p r e s e n t e d at the meeting. 


He b e l i e v e d t h a t the IMF s h o u l d r e t a i n i t s b a s i c purpose and 


he hoped t h a t the monetary system c o u l d be s t a b i l i s e d . The 


d e v e l o p i n g c o u n t r i e s s h o u l d be encouraged, through the World Bank 


and o t h e r means, to do more t o meet t h e i r own needs f o r raw 


m a t e r i a l s , i n c l u d i n g o i l  , and o t h e r s u p p l i e s . He welcomed the 


s a t i s f a c t o r y c o n c l u s i o n of the MTNs and he hoped t h a t the 


necessary a p p r o v a l would be o b t a i n e d from Congress i n August. 


He proposed t h a t the problem of South East A s i a n r e f u g e e s s h o u l d 


f i r s t be c o n s i d e r e d by F o r e i g n M i n i s t e r s and t h a t , i n the l i g h t 


of t h e i r a d v i c e , the Heads of S t a t e and Government s h o u l d then 


d e c i d e what should be s a i d on t h i s i s s u e i n the communique. I t 


would be a mistake i  f the Summit Meeting d i d not i s s u e a statement 


on the refugee problem, j u s t as i  t would be u n f o r t u n a t e i  f they 


d i d not make p l a i n t h e i r support f o r the d e v e l o p i n g c o u n t r i e s . 


S i g n o r A n d r e o t t i s a i d t h a t a l t h o u g h t h e i r meeting was d e a l i n g 


p r i m a r i l y w i t h energy, i  t was important t h a t the p u b l i c image which 


/they p r e s e n t e d 
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they p r e s e n t e d was t h a t of a meeting of a p o l i t i c a l , and not 


t e c h n i c a l , c h a r a c t e r . They s h o u l d c o n f i r m what had been d e c i d e d 


at Bonn but s h o u l d a l s o b r i n g out c l e a r l y the changed c i r c u m ­


stances between now and then. T h e i r d i s c u s s i o n s h o u l d not be 


i n t e r n a l to the seven c o u n t r i e s r e p r e s e n t e d at the meeting, 


but they s h o u l d r a t h e r assume a g e n e r a l g u i d i n g r o l e and s t r e s s 


the inter-dependence of a l l c o u n t r i e s i n f a c i n g today's problems. 


At the same time i  t was important t o bear i n mind the deep d i f f e r e n c e s 


between the s i t u a t i o n s of i n d i v i d u a l c o u n t r i e s : Canada, f o r example, 


was s e l f - s u f f i c i e n t i n energy, w h i l e I t a l y and Japan were very 


h e a v i l y dependent on e x t e r n a l s o u r c e s of f u e l . In t h e i r approach 


to OPEC the seven would be a l l the s t r o n g e r i f they took account 


not o n l y of t h e i r own requirements but a l s o those of the d e v e l o p i n g 


c o u n t r i e s , whose p r o s p e c t s were harmed most by c o n s t a n t l y r i s i n g 


o i l p r i c e s . 


A l l c o u n t r i e s were hampered i n the s e a r c h f o r a l t e r n a t i v e 


sources of energy and e s p e c i a l l y the development of n u c l e a r power 


by s e r i o u s o b s t a c l e s of a p s y c h o l o g i c a l c h a r a c t e r which were b e i n g 


e x p l o i t e d by a demagogic o p p o s i t i o n . I t would h e l p Governments 


to c a r r y forward t h e i r n a t i o n a l n u c l e a r power programmes i f the 


meeting i s s u e d an agreed statement a d v o c a t i n g the g r e a t e r use of 


n u c l e a r energy. I t might be p a r t i c u l a r l y a p p r o p r i a t e i f word 


were t o come from Japan on the need f o r the p e a c e f u l use of n u c l e a r 


energy. 


Mr. O h i r a s a i d t h a t he b e l i e v e d t h a t n u c l e a r energy was the 


most r e l i a b l e a l t e r n a t i v e to o i l . Japan was now p u r s u i n g a 


p o l i c y of d e v e l o p i n g n u c l e a r power and was engaged i n arrangements 


f o r t e c h n i c a l c o - o p e r a t i o n w i t h the U n i t e d S t a t e s , Canada, France 


and o t h e r c o u n t r i e s . E n s u r i n g s a f e t y was of c a r d i n a l importance 


i n the use o f n u c l e a r energy, and h i s Government i n t e n d e d t o be 


a b s o l u t e l y thorough about t h i s . The Japanese n u c l e a r power 


programme was not as f a r advanced as he would w i s h , and they 


were t r y i n g to c a t c h up. 


P r e s i d e n t G i s c a r d s a i d t h a t the Summit meeting s h o u l d bear i n 


mind i t s economic purpose. They were meeting because they had a 


/ r o l e i n 
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r o l e i n the s o l u t i o n of the w o r l d ' s economic and monetary problems. 


The p r e s s had s p e c u l a t e d about the v a l u e of such meetings and t h e r e 


had been o c c a s i o n a l c r i t i c i s m o f them. The Bonn Summit had, i n 


h i s view, been u s e f u l , and the developments t h a t had flowed from i  t 

demonstrated i t s p o s i t i v e n a t u r e . He hoped t h a t t h i s Summit 


would be e q u a l l y v a l u a b l e . 


The main economic problem f a c i n g the meeting was the energy 


c r i s i s and i n p a r t i c u l a r the problem of o i l s u p p l i e s . T h i s was 


an i s s u e which a f f e c t e d the s h o r t , medium and l o n g terms, and the 

meeting had to be a b l e t o show t h a t they had p r o p o s a l s which were 


r e l e v a n t t o a l  l the t i m e s c a l e s . The European Economic Community 


had prepared f o r the Summit meeting at the meeting of the European 


C o u n c i l the p r e v i o u s week. But the d e c i s i o n s which had been taken 


then would o n l y make sense and have an impact on the problem i f 

they went hand i n hand w i t h s i m i l a r d e c i s i o n s by the Community's 

p a r t n e r s r e p r e s e n t e d at Tokyo. They would be s u c c e s s f u l i n 

t a c k l i n g the problem of o i l demand and s u p p l i e s o n l y i f they 

c o u l d agree upon q u a n t i f i e d t a r g e t s f o r o i  l imports which were 


as s p e c i f i c as p o s s i b l e . In t h i s way they would show t h e i r 


d e t e r m i n a t i o n t o make a l a s t i n g r e d u c t i o n i n t h e i r i m p o r t s from 


OPEC c o u n t r i e s . I f , on the o t h e r hand, t h e r e were no t a r g e t s , 


the meeting would be seen as vague and d i s a p p o i n t i n g . The meeting 


s h o u l d a l s o agree on c o n c r e t e a c t i o n on p r i c e s and i n p a r t i c u l a r 

on the e x c e s s i v e p r i c e s on the spot market. 


In the s h o r t term the o n l y a l t e r n a t i v e s o u r c e s of energy were 


c o a l and n u c l e a r power, and on these the meeting s h o u l d express 


i t s d e t e r m i n a t i o n t o i n c r e a s e p r o d u c t i o n . Everybody was concerned 


about the s a f e t y of n u c l e a r power, but t h i s s h o u l d not be an 


a b s o l u t e p r e - c o n d i t i o n o f n u c l e a r development, f o r o t h e r w i s e 

t h e r e would be long d e l a y s i n making g r e a t e r use of n u c l e a r power. 


The meeting's statement on the d e v e l o p i n g c o u n t r i e s s h o u l d 


be as f a c t u a l and c r e d i b l e as p o s s i b l e . The energy problem bore 


very hard on the n o n - o i l p r o d u c i n g d e v e l o p i n g c o u n t r i e s , but the 

seven were not r e s p o n s i b l e f o r the i n c r e a s e s i n o i l p r i c e s : 


/ indeed, 
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indeed, because of them, i t was more d i f f i c u l t f o r the Seven t o s t e p 


up t h e i r a i d programmes. They s h o u l d not make statements s u g g e s t i n g 


t h a t the e f f e c t s of i n c r e a s e s i n o i  l p r i c e s on the economies of 


d e v e l o p i n g c o u n t r i e s c o u l d be o f f s e t . While we s h o u l d do what we 


c o u l d t o h e l p the poorer n a t i o n s , t h e r e was no way i n which we c o u l d 


s o l v e t h i s problem e n t i r e l y . 


I t was important f o r the s t a b i l i t y of the f i n a n c i a l markets t h a t 


the meeting a r r i v e d at s o l u t i o n s t o the energy problem. Each c o u n t r y 


would need t o defend i t s n a t i o n a l i n t e r e s t s , but i t was important 


t o take an o v e r a l l view of the problem i f the worst e f f e c t s of the 


o i l c r i s i s on n a t i o n a l economies were t o be avoided. France would 


p l a y a f u l l p a r t i n t h i s p r o c e s s . 


C h a n c e l l o r Schmidt s a i d t h a t he b e l i e v e d t h a t the sequence of 


Economic Summits had had a benevolent i n f l u e n c e on the development 


of the w o r l d ' s economic s t r u c t u r e and p r o c e s s e s . The meetings had 


not accomplished g r e a t reforms and improvements but had h e l p e d t o 


a v o i d major c a t a s t r o p h e s which o t h e r w i s e might have happened. They 


had prevented l a p s e s i n t o the beggar my neighbour p o l i c i e s of the 


1930s. I t was not n e c e s s a r y f o r each Summit t o produce g r e a t new 


schemes every y e a r , and the meetings s h o u l d a v o i d the temptations of 


a d o p t i n g misguided p o l i c i e s i n response t o e x t e r n a l p r e s s u r e s , 


i n c l u d i n g those e x e r t e d by n a t i o n a l P a r l i a m e n t s . 


At the Bonn Summit Germany had been asked t o promote q u i c k e r 


growth by d e f i c i t spending, and h i s Government had taken the 


necessary measures w i t h i n 8 weeks of the Summit meeting. As a r e s u l t 


he expected the German economy t o grow by about 4% d u r i n g 1979. 


T h i s meant, however, t h a t the money supp l y had i n c r e a s e d , and p u b l i c 


b o r r o w i n g i n the F e d e r a l R e p u b l i c was not 3.7% of GNP, a h i g h e r l e v e l 


than t h a t f o r the U n i t e d S t a t e s and France. Another i n e v i t a b l e 


consequence of the implementation of the u n d e r t a k i n g s which Germany 


had e n t e r e d i n t o at the Bonn Summit was t h a t p r i c e i n c r e a s e s i n 


1979 were h i g h e r than those f o r 1978, and the r e p e r c u s s i o n s of t h i s 


would be seen i n the next wage round i n Germany. Problems had a l s o 


a r i s e n i n the c a p i t a l and c r e d i t markets: i n t e r e s t r a t e s had gone 


up by 124% i n the l a s t 12 months, and though he hoped t h a t t h i s r i s e 


had now stopped, he c o u l d not be c e r t a i n t h a t i t had. 
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He urged the meeting not t o e n t e r i n t o u n d e r t a k i n g s on energy 


which c o u l d not be f u l f i l l e d . I f the meeting i n d u l g e d i n gimmicks, 


these would soon be demolished by p u b l i c o p i n i o n or by the OPEC 


l e a d e r s . On the o t h e r hand, Germany would be ready t o co-operate 


i n the implementation of r e a l i s t i c d e c i s i o n s . He thought i t l i k e l y 


t h a t the OPEC meeting had been adjourned the p r e v i o u s day because 


they wanted t o see whether the Seven were s e r i o u s i n t h e i r 


d e t e r m i n a t i o n t o t a c k l e the energy c r i s i s or whether they c o u l d do 


no more than produce new r h e t o r i c . I t was a l s o c l e a r t h a t OPEC were 


f i n d i n g i t more d i f f i c u l t t o agree amongst themselves: some of t h e i r 


members understood the e f f e c t s on the w o r l d economy and i n p a r t i c u l a r 


on the d e v e l o p i n g c o u n t r i e s of f u r t h e r e x p l o s i o n s i n o i  l p r i c e s and 


they wanted t o be moderate. On the o t h e r hand, those who wanted 


q u i c k e r p r i c e i n c r e a s e s were not a c t i n g e n t i r e l y out of s e l f i s h n e s s , 


f o r they were r i g h t i n t h e i r view t h a t o n l y such i n c r e a s e s would 


make the i n d u s t r a l i s e d n a t i o n s conserve o i l  . He was c o n f i d e n t t h a t 


a l l those a t t e n d i n g the Summit meeting would agree on the need t o 


reduce the aggregate demand f o r o i  l imports both by c o n s e r v a t i o n 


and the s u b s t i t u t i o n of a l t e r n a t i v e f u e l s . The F e d e r a l R e p u b l i c had 


a l l o w e d the p r i c e mechanism t o work t o a l a r g e e x t e n t , w i t h the r e s u l t 


t h a t d u r i n g the p e r i o d 1973-78 Germany had imported l e s s o i  l than 


i n the y e a r s b e f o r e 1973 d e s p i t e the growth of her economy. In 1979, 


however, o i  l imports had been a l i t t l  e h i g h e r than those f o r 1973. 


H i s Government's e x p e n d i t u r e on i n c e n t i v e s t o conserve o i  l was r u n n i n g 


at a h i g h l e v e l , and the use of c o a l , which was d i f f i c u l t and 


e x p e n s i v e t o mine i n Germany, was very h e a v i l y s u b s i d i s e d . A good 


i n d i c a t i o n of the success of the measures which h i s c o u n t r y had taken 


was t h a t o n l y 9% of Germany's e l e c t r i c i t y p r o d u c t i o n was now based on 


o i l . 


There was, however, c o n s i d e r a b l e o p p o s i t i o n t o the p o l i c y of 


s w i t c h i n g from o i l t o o t h e r f u e l s . The e n v i r o n m e n t a l i s t s sought 


t o prevent the g r e a t e r use of c o a l , and they were a l s o f i g h t i n g , 


w i t h the h e l p of some c o u r t d e c i s i o n s , h i s Government's p l a n s t o 


i n c r e a s e the p r o d u c t i o n of n u c l e a r energy. He hoped t h a t the 


meeting's communique would c a r r y a c l e a r message a d v o c a t i n g g r e a t e r 


use of both c o a l and n u c l e a r power, f o r t h i s would h e l p h i s and o t h e r 


Governments i n t h e i r e f f o r t s i n t h i s f i e l d . I f the i n d u s t r a l i s e d 
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n a t i o n s were seen t o be t a k i n g c r e d i b l e measures t o reduce o i  l 

demand not o n l y i n the immediate f u t u r e but a l s o i n the medium and 


l o n g terms, t h i s would s t r e n g t h e n the hand of the OPEC moderates. 


Even so, he had no doubt t h a t f o r the r e s t of the c e n t u r y o i  l p r i c e s 


would have t o go up at r e g u l a r i n t e r v a l s . Governments would have 


t o spend f a r more than h i t h e r t o on pure and a p p l i e d r e s e a r c h on 


a l t e r n a t i v e energy s o u r c e s so t h a t by the t u r n of the c e n t u r y we were 


u s i n g not o n l y n u c l e a r energy but s o l a r energy and, p o s s i b l y , geo­
thermal energy. He p e r s o n a l l y foresaw t h a t i n the e a r l y p a r t of the 


next c e n t u r y t h e r e would be p r e s s u r e not t o use hydro-carbons any more 


because of the dangers of o v e r - h e a t i n g the o u t e r atmosphere. 


When the meeting t u r n e d t o energy, he hoped t h a t although i  t was 


t o be expected t h a t the Heads of S t a t e and Government would express 


t h e i r n a t i o n a l i n t e r e s t s i n c l e a r terms, t h e i r approach would not be 


a n a t i o n a l i s t i c one. I t was important t o a v o i d v e r b a l compromises 


and the p u r s u i t of n a t i o n a l i n t e r e s t s hidden behind f i n e words. 


Otherwise, the meeting would be p o i n t i n g the w o r l d towards deeper 


monetary i n s t a b i l i t y than b e f o r e , h i g h e r l e v e l s of unemployment and 


a g r e a t e r l a c k of food and o t h e r b a s i c n e c e s s i t i e s i n the d e v e l o p i n g 


c o u n t r i e s than they had e x p e r i e n c e d h i t h e r t o . 


The Prime M i n i s t e r s a i d t h a t the p r o s p e c t s f o r the w o r l d economy 


and the energy problem were i n t e r - r e l a t e d and t h a t one c o u l d not be 


d i s c u s s e d w i t h o u t c o n s i d e r i n g the o t h e r . We were now o n l y h a l f way 


through 1979 but we had a l r e a d y seen p r o s p e c t s f o r the w o r l d economy 


d e t e r i o r a t e month by month. We had s t a r t e d the year w i t h a good 


chance of a b e t t e r b a l a n c e of growth between the major c o u n t r i e s and 


a l e s s exaggerated balance of payments s u r p l u s e s and d e f i c i t s . The 


c u r r e n c y s i t u a t i o n was a l s o more s t a b l e , but because of what had 


happened on o i l the p r o s p e c t s i n a l l these areas were now much worse: 


t h i s was e s p e c i a l l y t r u e as r e g a r d s i n f l a t i o n . 


T h i s was the second time i n f i v e y e a r s t h a t we had been made 


t o r e a l i s e how v u l n e r a b l e the w o r l d was t o developments on o i l . 


T h i s was a problem t h a t was not g o i n g t o go away, and i  t had t o be 


t a c k l e d i n r e l a t i o n t o both the s h o r t and medium terms. The economic 


growth which we had f o r m e r l y taken f o r g r a n t e d was now a f r a g i l e t h i n g . 


/We had 
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We had t o r e v i s e a l l our p r e v i o u s i d e a s about growth. I t was bad 


f o r the i n d u s t r i a l i s e d n a t i o n s but worse f o r the d e v e l o p i n g 


c o u n t r i e s . They would s u f f e r through i n c r e a s e d o i  l p r i c e s , reduced 


w o r l d economic a c t i v i t y and because the developed n a t i o n s would be 


l e s s a b l e t o h e l p them. A l l t h i s meant more i n s t a b i l i t y i n the w o r l d , 


both economic and p o l i t i c a l . T h i s was the background a g a i n s t which 


the Summit meeting was t a k i n g p l a c e . The w o r l d was l o o k i n g t o the 


meeting f o r guidance and l e a d e r s h i p . She b e l i e v e d t h a t the c o u n t r i e s 


of the f r e e w o r l d had the r e s i l i e n c e t o surmount these d i f f i c u l t i e s , 


but we s h o u l d r e c o g n i s e t h a t the room f o r manoeuvre i n economic 


p o l i c y had been reduced. We s h o u l d not, however, h e l p e i t h e r 


o u r s e l v e s or o t h e r c o u n t r i e s u n l e s s we were r e a l i s t i c about what 


c o u l d and c o u l d not be done. I f the meeting f a i l e d t o f a c e f a c t s 


or took r e f u g e i n p i o u s p l a t i t u d e s , the w o r l d would say t h a t the 


Summit had f a i l e d and the p o s i t i o n would be worse than b e f o r e the 


meeting. T h i s was a heavy r e s p o n s i b i l i t y . 


The need f o r r e a l i s m and candour was nowhere g r e a t e r than i n the 


f i e l d of energy. Not o n l y was t h e r e a severe immediate problem, but 


we had t o f a c e a l o n g h a u l too. Our e f f o r t s t o reduce o i l demand 

had t o be s u s t a i n e d year a f t e r year. The supply of n u c l e a r energy 


took a l o n g time t o develop, and l a r g e - s c a l e s u p p l i e s of energy from 


o t h e r s o u r c e s such as the sun and t i d e s c o u l d not be expected b e f o r e 


the end of the c e n t u r y . So both s h o r t term and l o n g term measures 


were needed. I t was e s s e n t i a l t h a t we l e t the p r i c e mechanism work 


i n f u l l , f o r t h i s was the most t e l l i n g way of r e d u c i n g demand. But 


t h e r e were a l s o o t h e r s t e p s t h a t s h o u l d be t a k e n : we must reduce 


consumption i n the p u b l i c s e c t o r and improve t a x i n c e n t i v e s f o r 


c o n s e r v a t i o n measures such as improved i n s u l a t i o n . We s h o u l d a l s o 


reduce o i l demand by s w i t c h i n g t o o t h e r s o u r c e s of energy. 70 per 


cent of Great B r i t a i n ' s e l e c t r i c i t y was produced from c o a l and o n l y 


15 per cent from o i l . In the l o n g e r term we must make much more use 


of n u c l e a r energy. 


The meeting s h o u l d a l s o be r e a l i s t i c about how t o t a c k l e 


i n f l a t i o n . The l e s s o n of the y e a r s s i n c e 197^ was t h a t we s h o u l d 


not seek t o accommodate the i n f l a t i o n produced by o i l p r i c e 


i n c r e a s e s by d e f i c i t f i n a n c i n g a n d p r i n t i n g money but we s h o u l d i n s t e a d 


f i g h t i t . We s h o u l d make i t p l a i n t h a t t h i s course meant a l o s s o f 


/ r e a l income 
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r e a l income t h a t was u n a v o i d a b l e i n the s h o r t term. But t h i s d i d 


not mean g i v i n g up a l  l hope of growth i n the f u t u r e . I t was t r u e 


t h a t the p r o s p e c t s f o r growth had been damaged by o i  l p r i c e i n c r e a s e s . 


But we s h o u l d look elsewhere - f o r example, t o g r e a t e r e f f i c i e n c y 


i n i n d u s t r y , a g r i c u l t u r e and commerce and t o improvements i n t h e i r 


a b i l i t y to adapt t o change - f o r p r o s p e c t s of renewed growth. I f 


we adopted t h i s k i n d of r e a l i s t i c approach t o the f i g h t a g a i n s t o i l 


p r i c e i n f l a t i o n and i t s consequences we would be b e t t e r a b l e to 


i n s p i r e c o n f i d e n c e t h a t our p o l i c i e s were on the r i g h t l i n e s . 


I f we were t o a c h i e v e a b alance of s u p p l y and demand i n o i l , 

we must reach some u n d e r s t a n d i n g w i t h the o i  l p r o d u c i n g c o u n t r i e s . 


We had t o show OPEC t h a t i  f p r i c e s went up too q u i c k l y , the 


r e p e r c u s s i o n s would be v e r y s e r i o u s f o r the Western n a t i o n s and f o r 


the w o r l d economy as a whole. 


The Prime M i n i s t e r s a i d t h a t perhaps th e s e p r e c e p t s a p p l i e d 


more to the U n i t e d Kingdom than t o some o t h e r c o u n t r i e s . We were 


a major energy producer but we saw our i n t e r e s t s as c l o s e l y 


i d e n t i f i e d w i t h those of consumer c o u n t r i e s . We were t h e r e f o r e making 


determined e f f o r t s t o save energy. Moreover, we had a p a r t i c u l a r 


problem i n the need t o r e b u i l d the s t r e n g t h of our i n d u s t r i e s and to 


make them c o m p e t i t i v e . What she had s a i d about f i g h t i n g i n f l a t i o n 


and a d a p t i n g t o change a p p l i e d even more s t r o n g l y t o the 


U n i t e d Kingdom than t o some o t h e r c o u n t r i e s . 


The purpose of the Summit meeting was t o g i v e a l e a d . To do t h a t 


we must adopt a r e a l i s t i c approach on energy and the w o r l d economy 


and we s h o u l d not c l o a k our meaning w i t h s o f t phrases. I f our 


approach t o these problems was c l e a r and r e a l i s t i c , t h i s would i n s p i r e 


much g r e a t e r c o n f i d e n c e throughout the w o r l d . 


Mr. Roy J e n k i n s s a i d t h a t a f a i r amount of p r o g r e s s had been 


made s i n c e the Bonn Summit. The MTNs had been brought to a 


s u c c e s s f u l c o n c l u s i o n i n A p r i l , though i t remained c r u c i a l t h a t t h e r e 


s h o u l d now be f u l l i mplementation of them. The agreement on growth 


which had been reached at Bonn had been very l a r g e l y f u l f i l l e d . 


While we s h o u l d not exaggerate what had happened i n the monetary f i e l d , 
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we had seen the American s t a b i l i s a t i o n measures and the p u t t i n g i n t o 


p o s i t i o n of the European Monetary System. I t was perhaps i n the 


f i e l d of North/South r e l a t i o n s t h a t t h e r e had been l e a s t p r o g r e s s , 


but even here n e g o t i a t i o n s on the renewal of the Lome Convention had 

j u s t been concluded. But a l  l these modest achievements were 


overshadowed by what had happened i n the energy f i e l d . T h i s was the 

problem which dominated the Summit. There was n o t h i n g which c o u l d 


prevent s u b s t a n t i a l economic damage b e i n g s u f f e r e d as a r e s u l t of 


the events of the l a s t s i x months. I n f l a t i o n was bound t o go up, and 

growth would be reduced. The balance of payments c o s t f o r the OECD 

c o u n t r i e s as a whole would be $20 b i l l i o n a year. The c e n t r a l 


q u e s t i o n was how f a r we added s e l f - i n f l i c t e d and a v o i d a b l e wounds 


t o the i n e s c a p a b l e i n j u r i e s which r e s u l t e d from the o i l s i t u a t i o n . 


The o i l market would presumably b a l a n c e i t s e l f i n the next year or 

so. He agreed t h a t o i l p r i c e s would go up, but we must not 

encourage unnecessary p r i c e i n c r e a s e s and we must do a l l we c o u l d 


to see t h a t p r i c e r i s e s were g r a d u a l and not sudden. I f t h e r e was 


no v o l u n t a r y agreement t o r e s t r a i n o i l imports and no d r i v e towards 


s u b s t i t u t i o n , we s h o u l d f i n d t h a t we were s a v i n g energy i n the most 

e x p e n s i v e way - by r e c e s s i o n . I f t h a t happened o i l p r i c e s would 


s t a b i l i s e at a very h i g h l e v e l and would then remain t h e r e . T h i s 


would be l i k e l y t o produce a g l u t of o i l , and i t would then i n t u r n 

become more d i f f i c u l t t o b r i n g home t o people the need f o r 

c o n s e r v a t i o n measures. In t h i s way an even worse energy c r i s i s than 


the p r esent one would b u i l d up i n the 1980s. T h i s p r o s p e c t made 


i t n e c essary t o agree upon measures t o d e a l w i t h the problem i n both 

the s h o r t and l o n g e r terms. 


Mr. C l a r k s a i d t h a t he agreed t h a t the Summit's u n d e r t a k i n g s on 

energy must be seen t o be s e r i o u s ones and the meeting s h o u l d r e s t r i c t 


i t s e l f t o a d o p t i n g g o a l s which were a c h i e v a b l e . I f they went f o r 

u n a t t a i n a b l e o b j e c t i v e s , t h i s would r e s u l t i n s c e p t i c i s m and f a i l u r e . 


The e f f e c t of the Summit's c o n c l u s i o n s on p u b l i c o p i n i o n would be 


very i m p o r t a n t . An e x p r e s s i o n of s e r i o u s concern about the energy 

s i t u a t i o n would h e l p Governments l i k e h i s own who had t o i n t r o d u c e 


unpopular c o n s e r v a t i o n measures. A l t e r n a t i v e s o u r c e s of energy o f t e n 


r a i s e d e n v i r o n m e n t a l problems. There was, f o r example, evidence i n 


/ Canada 
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o T ^ a c i d i c r a i n r e s u l t i n g from the use of c o a l . I t would be 


important f o r the Summit t o take account i n s e t t i n g g o a l s of the 


d i f f e r e n t c i r c u m s t a n c e s of i n d i v i d u a l c o u n t r i e s . There were major 


r e g i o n a l d i f f e r e n c e s of w e a l t h i n Canada. Some a r e a s , which were 


o f t e n those where t h e r e was abundant energy, were very wealthy, but 


t h e r e were a l s o r e g i o n s w i t h l i t t l e o r no l o c a l energy s o u r c e s 


which were much poorer. These i n t e r n a l d i f f e r e n c e s meant t h a t t h e r e 


were l i m i t s on the speed w i t h which the p r i c e mechanism c o u l d be 


a p p l i e d i n f u l l i n Canada. The Canadian Government was a c t i v e l y 


d e v e l o p i n g an energy p o l i c y f o r the 1990s embracing s u b s t i t u t i o n and 


c o n s e r v a t i o n . 


Mr. O h i r a s a i d t h a t events had shown t h a t the view taken of the 


Middle East s i t u a t i o n at the Bonn Summit had been n a i v e and t h a t 


t h a t meetings's approach t o fundamental and l o n g term measures t o 


d e a l w i t h the o i  l problem had not been adequate. We must now be f i r m 


i n c o p i n g w i t h f u t u r e o i  l p r i c e i n c r e a s e s and we must show t h a t we 


were s e r i o u s about l o n g term c o n s e r v a t i o n measures. S i n c e the f i r s t 


o i l c r i s i s t h e r e had been some improvement i n growth, some r e d u c t i o n 


i n i n f l a t i o n i n some c o u n t r i e s and a b e t t e r b a l a n c e of payments 


s u r p l u s and d e f i c i t s . But i n o t h e r a r e a s , p a r t i c u l a r l y t h a t of 


employment, s e r i o u s problems remained so t h e r e was s t i l  l s u b s t a n t i a l 


scope f o r improved economic performance. In Japan t h e r e was a 


c o n s i d e r a b l e demand f o r an improvement i n the q u a l i t y of l i f e , and 


h i s Government were t r y i n g t o g i v e r u r a l communities urban 


a m e n i t i e s and at the same time t o reduce the worst f e a t u r e s of l i f e 


i n the c i t i e s . Japan was g i v i n g s e r i o u s thought t o the i m p l i c a t i o n s 


of the o i l c r i s i s f o r the coming w i n t e r as w e l l as t o the means of 


s o l v i n g the l o n g e r term problems a r i s i n g from the s h o r t a g e of o i l . 


/ Macro-Economic S i t u a t i o n 
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Macro-Economic S i t u a t i o n 


Prime M i n i s t e r O h i r a , resuming a f t e r the adjournment, 


r e c a l l e d t h a t Heads of Government had touched on the r e l a t i o n s h i p 


o f energy p o l i c y t o macro-economic p o l i c i e s i n the Opening S e s s i o n . 


He i n v i t e d f u r t h e r c o n t r i b u t i o n s on the w o r l d economic s i t u a t i o n . 


The Prime M i n i s t e r suggested t h a t Heads of Government s h o u l d 


g i v e more a t t e n t i o n t o the need t o f i g h t i n f l a t i o n . Even b e f o r e 


the o i l p r i c e i n c r e a s e the r a t e of i n f l a t i o n had been r i s i n g i n 


many c o u n t r i e s . The o i  l p r i c e i n c r e a s e had made the problem more 


u r g e n t . People had come to expect l i v i n g s t a n d a r d s to r i s e , w i t h o u t 


d i f f e r e n t i a t i n g between r i s i n g money incomes and i n c r e a s e s i n r e a l 


p u r c h a s i n g power. D i f f i c u l t i e s stemmed from the emphasis on 


Keynesian p o l i c i e s w i t h t h e i r emphasis on d e f i c i t f i n a n c i n g . C o n t r o l 


of i n f l a t i o n r e q u i r e d s t r i c t c o n t r o l of the money s u p p l y ; but t h a t 


was not enough. I n f l a t i o n cheated e l d e r l y people out of the v a l u e 


of t h e i r s a v i n g s . I t r e p r e s e n t e d a t r a n s f e r of r e s o u r c e s from the 


r e t i r e d t o the w o r k i n g p o p u l a t i o n . I n f l a t i o n c o u l d not be l e f t 


unattended s i m p l y because the w o r l d had become so p r e o c c u p i e d w i t h 


the problem o f energy. 


Mr. O h i r a agreed w i t h the Prime M i n i s t e r on the importance of 


s u s t a i n i n g the a t t a c k on i n f l a t i o n . The c o u n t r i e s r e p r e s e n t e d at 


the Summit had t o be concerned about the c h o i c e between i n f l a t i o n 


and growth. These were two s i d e s o f the same c o i n . He agreed 


t h a t the problem of i n f l a t i o n was more accute than e v e r , 


C h a n c e l l o r Schmidt s a i d he a l s o c o n c u r r e d i n the Prime 


M i n i s t e r ' s p o i n t of view. He might use d i f f e r e n t words t o e x p r e s s 


the same p h i l o s o p h y . He f e a r e d most the t e m p t a t i o n s t o i n c r e a s e 


nominal incomes t o compensate f o r h i g h e r o i l p r i c e s . The l a s t 5 


y e a r s had shown the f u t i l i t y o f t h i s . For t h a t reason he l i k e d the 


sentence i n the d r a f t communique which d e a l t w i t h r e a l incomes 


( t h e f i r s t sentence under i t e m 3 ) . He wished s t r o n g l y t o u n d e r l i n e 


the thought c o n t a i n e d t h e r e . 


P r e s i d e n t G i s c a r d mounted a s p i r i t e d defence of Lord Keynes, 


a r g u i n g t h a t i t was u n j u s t t o c r i t i c i s e p r e s c r i p t i o n s which r e l a t e d 


t o the e a r l y 1930s t o which Keynes had r i g h t l y addressed h i m s e l f . 


/ i f 
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I f Keynes had been a l i v e now he was sure he would have updated 


h i s p r e s c r i p t i o n s t o meet contemporary problems. P i c k i n g up 


C h a n c e l l o r Schmidt's remarks about the d r a f t communique, he 


thought t h a t paragraphs 3 and 5 c o u l d u s e f u l l y be combined. He 


agreed on the need f o r a l l c o u n t r i e s to a d j u s t t o the h i g h e r r e a l 


p r i c e of o i l  . But t h a t d i d not n e c e s s a r i l y imply a d o p t i n g 


d e f l a t i o n a r y p o l i c i e s . In France investment had not been a f a c t o r 


making f o r economic growth i n the l a s t 5 y e a r s . Growth had 


depended more on consumption and on overseas t r a d e . He b e l i e v e d 


t h a t w i s e l y chosen investment c o u l d both be h e l p f u l i n promoting 


growth and i n c o n s e r v i n g energy - i n the terms of paragraph 5 of 


the d r a f t communique. He had i n mind measures t o conserve energy 


and t o develop new sources of power. He thought these c o u l d be 


b e n e f i c i a l t o many c o u n t r i e s . He was not s a t i s f i e d t h a t i t was 


r i g h t s i m p l y to s e t t l e f o r r u n n i n g the w o r l d economy at a lower 


l e v e l s i m p l y because of the o i l c r i s i s . He f e l t t h a t the communique 


s h o u l d i n d i c a t e t h a t growth r a t e s s h o u l d not be t i e d t o the r a t e 


of consumption of o i l and o i l p r o d u c t s . That l i n k needed t o be 


broken. He agreed t h a t growth needed t o be f u e l l e d by a l t e r n a t i v e 


s o u r c e s of energy s u p p l y . In t h i s way, s e n s i b l e energy measures 


c o u l d r e i n f o r c e commitments t o domestic growth. 


S i g n o r A n d r e o t t i r e c a l l e d t h a t the two p r e v i o u s economic 


Summits had r e s u l t e d i n a message of hope and s o l i d a r i t y , because 


those c o u n t r i e s best a b l e t o i n c r e a s e t h e i r economic growth had 


committed themselves t o f a s t e r growth i n o r d e r t o h e l p those l e s s 


w e l l p l a c e d . As a consequence the a c t i o n s of o t h e r s had h e l p e d 


I t a l y t o m a i n t a i n i t s growth t a r g e t at around 4%. He f e a r e d t h a t 


r e a c t i o n s t o the t w i n problems of i n f l a t i o n and energy sh o r t a g e 


would l e a d some c o u n t r i e s t o o v e r r e a c t i n r e d u c i n g growth more than 


was s t r i c t l y n e c e s s a r y . I f t h a t happened, i t would make i t e x t r e m e l y 


d i f f i c u l t f o r c o u n t r i e s l i k e h i s own t o m a i n t a i n growth at an 


a c c e p t a b l e l e v e l . He d i d not wish t o minimise the problem of 


i n f l a t i o n but agreed w i t h P r e s i d e n t G i s c a r d t h a t the w o r l d s h o u l d 


not j u s t s e t t l e f o r d e f l a t i o n . The Summit l e a d e r s s h o u l d aim at 


a c o o r d i n a t e d p o l i c y t o reduce unemployment and a c h i e v e t h e i r 


o t h e r j o i n t o b j e c t i v e s . Without i n f l a t i n g p o p u l a r e x p e c t a t i o n s 


they s h o u l d aim again at a message o f hope i n the communique. 


/ Mr. J e n k i n s 
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Mr. J e n k i n s noted t h a t the d i f f i c u l t y of the o i l p r i c e 

i n c r e a s e l a y i n the f a c t t h a t i  t produced two c o n t r a d i c t o r y e f f e c t s : 


a c o s t - p u l l e f f e c t on i n f l a t i o n t o g e t h e r w i t h a s i m i l t a n e o u s 


d e f i c i e n c y i n demand. In an i d e a l w o r l d Governments would be a b l e 


to produce a demand compensation p o l i c y which c o u l d be p r o g r e s s i v e l y 


reduced as the h i g h e r p u r c h a s i n g power of the o i  l p r o d u c i n g c o u n t r i e s 


took up the s l a c k . But t h i s was e x t r e m e l y d i f f i c u l t i n p r e s e n t 


c o n d i t i o n s . He wondered, however, whether t h e r e might not be a case 


f o r d e v e l o p i n g s e p a r a t e p r i c e i n d i c e s which would d i s t i n g u i s h p r i c e 

i n c r e a s e s a s s o c i a t e d w i t h r i s i n g energy p r i c e s from the r e s t . 


T h i s would enable Governments t o emphasise the necessary consequences 


of energy s h o r t a g e s . Separate i n d i c e s c o u l d a l s o h e l p i n d e a l i n g 


w i t h f o r m a l i s e d systems of wage i n d e x a t i o n . 


P r e s i d e n t C a r t e r reviewed the measures taken by the US 
A d m i n i s t r a t i o n t o respond t o the energy s h o r t a g e . F o l l o w i n g the 
Bonn Summit, he had put i n hand d e - c o n t r o l of US domestic o i l p r i c e s . 
Consequently over the next 18 months o i l p r i c e s would r i s e f a s t e r 
i n the U n i t e d S t a t e s than i n the o t h e r Summit c o u n t r i e s s i n c e they 
v/ould r e f l e c t the r e s u l t s of d e - c o n t r o l i n a d d i t i o n t o the OPEC 
p r i c e i n c r e a s e s . He d i d not t h i n k US p u b l i c o p i n i o n would accept 
s e p a r a t e p r i c e i n d i c e s d i s t i n g u i s h i n g energy p r i c e i n c r e a s e s . But 
he was hoping t o e s t a b l i s h a c o n t r a c t w i t h o r g a n i s e d l a b o u r which 
would prevent energy p r i c e r i s e s p a s s i n g s t r a i g h t i n t o US wage 
r a t e s . Throughout h i s P r e s i d e n c y energy had been of f i r s t p r i o r i t y 
i n h i s domestic programme. A g r e a t d e a l of p r o g r e s s had been made 
i n the l a s t 2\ y e a r s . B e f o r e 1973 each 1 per cent i n c r e a s e i n GNP 
had been a s s o c i a t e d w i t h a 1$ per cent i n c r e a s e i n energy consumption. 
That l i n k had e f f e c t i v e l y now been broken. S i n c e 1973 the energy 
consumption f a c t o r had f a l l e n t o 0.37 per cent f o r each 1 per cent 
i n c r e a s e i n GNP. Other s u p p o r t i n g measures had been pursued, 
i n c l u d i n g p r o g r e s s i v e d e - r e g u l a t i o n (e.g. i n a v i a t i o n ) and improved 
t a x i n c e n t i v e s f o r investment. P r e s i d e n t C a r t e r a l s o mentioned h i s 
c o n t i n u i n g concern at the f a l l i n the r a t e of p r o d u c t i v i t y i n c r e a s e 
i n the U n i t e d S t a t e s . In a m i x t u r e of p o l i c i e s he had t r i e d t o 
combine c o - o p e r a t i o n i n the MTNs w i t h reduced p r o t e c t i o n at 
home. He had p e r s i s t e d w i t h t h i s mix a l t h o u g h i t had not always been 
s u c c e s s f u l . P r e s i d e n t C a r t e r a l s o r e f e r r e d t o the h i g h l e v e l of R 
and D e x p e n d i t u r e i n the F e d e r a l Budget. 
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The A d m i n i s t r a t i o n was a l s o e n c o u r a g i n g s i m i l a r e x p e n d i t u r e by 


p r i v a t e i n d u s t r y . I t was important to c o n t i n u e t o encourage 


c o m p e t i t i o n . But the c e n t r a l q u e s t i o n f o r the i n t e r n a t i o n a l 


community was undoubtedly how t o d e a l w i t h the problem o f energy. 


He f e a r e d t h a t p r e s s r e p o r t s of s p e c i f i c a t t i t u d e s would reduce 


the f l e x i b i l i t y of Heads of S t a t e and Government t o respond t o 


each o t h e r ' s problems i n a way t h a t would produce a c o n s t r u c t i v e 

response. Above a l l  , he hoped t h a t they would c o n c e n t r a t e on 


r e a c h i n g agreement on p o s i t i v e commitments t o s p e c i f i c measures t o 

meet the energy problem. I t was important t h a t c o l l e c t i v e l y they 


s h o u l d t r y t o support and approve the p r o p o s a l s o f each o t h e r . 


Whatever e l s e might appear i n the communique c o u l d not s u b s t i t u t e 


f o r c o n s t r u c t i v e a c t i o n o f t h i s k i n d . P r e s i d e n t C a r t e r went on t o 

say t h a t the U n i t e d S t a t e s and Canada were l e s s w e l l p l a c e d than 


some o t h e r c o u n t r i e s t o reduce t h e i r demands on the w o r l d energy 


market. P a r t l y t h i s was because, f o r the l a s t 15 y e a r s , domestic 


p r o d u c t i o n had been f a l l i n g because of r e l i a n c e on o l d e r o i l w e l l s . 


P a r t l y i t was because, as an o i l producer as w e l l as an o i l 

consumer, the U n i t e d S t a t e s had t o bal a n c e the i n t e r e s t s o f 


d i f f e r e n t groups i n a d a p t i n g t o a s i t u a t i o n i n which p u b l i c o p i n i o n 


had got used to a cheap source of energy s u p p l y . L i k e the Canadian 

Prime M i n i s t e r he had t o have r e g a r d t o the f a c t t h a t i m p o r t a n t 


i n t e r e s t s i n h i s c o u n t r y were dependent on o i l p r o d u c t i o n and 


e x p o r t s . He f e l t i t was e a s i e r f o r those c o u n t r i e s w i t h o u t a 


domestic source o f s u p p l y . He was prepa r e d t o go a l o n g way t o 

accommodate h i s own p o l i c y t o the needs of o t h e r c o u n t r i e s , but i f 

he was t o c a r r y US o p i n i o n w i t h him he had t o be ass u r e d t h a t o t h e r s 


would j o i n i n a common commitment t o s o l v e the energy problem. 


Above a l l , he d i d not wish to see the Summit f a i l . T h i s would 


happen u n l e s s t h e r e was s u f f i c i e n t f l e x i b i l i t y t o accommodate 


d i v e r g e n t views. 


Mr. O h i r a then spoke f o r Japan. He agreed w i t h o t h e r s on the 

importance of energy t o w o r l d economic development. There was 


a n x i e t y about i n f l a t i o n , slow growth and h i g h e r unemployment. The 


problem was t o know how best t o t a c k l e t h i s a n x i e t y . Many l e s s o n s 
had been l e a r n e d . OECD had agreed upon d i f f e r e n t i a l demand management 

/ p o l i c i e s . 
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p o l i c i e s . The Japanese Government had c o n t r i b u t e d t o t h i s agreement. 


He r e c o g n i s e d P r e s i d e n t C a r t e r ' s need t o cure U n i t e d S t a t e s i n f l a t i o n , 


but the problem of i n f l a t i o n was common t o o t h e r c o u n t r i e s as w e l l . 


I t was nece s s a r y f o r them a l l t o minimise the e f f e c t of i n f l a t i o n i n 

r e s t r a i n i n g economic growth. Japanese domestic damand had grown by 


8 per cent d u r i n g the 1978 f i s c a l y ear. But the c u r r e n t account 


s u r p l u s had been reduced from $14 b. t o $12 b. S i n c e March the c u r r e n t 


account had been r u n n i n g at a d e f i c i t of $700 m. Japan now expected 


a very s m a l l c u r r e n t account s u r p l u s t h i s year. W h i l s t t h e r e f o r e , 


they had not a t t a i n e d the t a r g e t s e t a Bonn, p r o g r e s s had been made 


i n r e a c h i n g towards i t . Wholesale p r i c e s had moved up s h a r p l y t o an 

a n n u a l i s e d l e v e l of 20 per cent i n A p r i l and May, though r e t a i l p r i c e s 


had moved up l e s s s h a r p l y . I n f l a t i o n remained the c e n t r a l i s s u e i n 

domestic economic p o l i c y i n Japan. I t was important t o improve the 

s u p p l y s i d e of the economy. Japan was coming t o the end of the p e r i o d 

of post-war t e c h n o l o g i c a l development. There was a need now t o renew 


investment and t o s t i m u l a t e a programme of improved t e c h n o l o g y . 


Before a d j o u r n i n g f o r l u n c h , t h e r e f o l l o w e d a b r i e f d i s c u s s i o n 


on c o n t a c t s w i t h the press^wRich C h a n c e l l o r Schmidt suggested t h a t 


Prime M i n i s t e r O h i r a alone s h o u l d r e p o r t on t h e i r p r o c e e d i n g s t o the 


p r e s s . T h i s had proved a s a t i s f a c t o r y arrangement when he h i m s e l f 


had taken the C h a i r at the Bonn Summit. Mr. C l a r k seconded t h i s 


approach and o t h e r Heads of Government agreed. The meeting adjourned 


f o r l u n c h at 1215. 


28 June 1979 
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