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The Bt. Hon. Margaret Thatchesr =
Prime Minlster
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Dear Prime Minilater,

Burcopean Industry attachea the highest importance to the
fortheoming meeting of Heads of States and of Governments of the
geven western countries which will take place In Toroate Erom 19
to 21 June 1588,

I have pleasure In sending vou herewith a declaration adopted
unanimously by UNICE which includes in its membership all the
Industrial and employers [ederations of the countries of western
Burope.

I thank you in sdvance for the consideratlon you may wish to give
to this paper.

Tours faicthfully,

fund 4 f«,zp;

K. G. Ratlen
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DECLARATION FOR THE WESTERN ECONOMIC SUMMIT TN TORGNTO

STHMARY 3.06,1988

In Toronto, western economic leaders should give & clear indication of
their commitment to adopt credible policies to redress the current large
and uvnsustainable imbalances im the world ecomomy, in order to restore

market confidence and reduce the uncertainty affecting decision—makers in
the real sconomy.

The gconomic outlook for the medium term does not warrant any complacency
about the fundamental financial and trade Imbalances at the toot of the
lass of confidence that precipitated the ecrisias of October 1987. Their
perslistence will continue to undermine confidence in the stability of in-
ternatlonal monetary relations, increase trade frictions and protectionist
tansiona, and liwmit prowth prospects worldwide.

Glven the conseguences for the world economy and the affect on warld trade
trade, the twlin U.5. deficits ghould be corrected by redrezaing the balance
of internal demand towards increazed savings and {nvestmant.

The implications for the other Iindugcrial economies are svemetric  adjusc-
mants of thelr consumption and savings patternmsz :

Japan, in particular, ghould contimue the process of opening up its in-
tarnal market to EForeign production and services as part of an interna—
tlonal effort to restore trade halance.

The European Community should achieve higher grewth throwgh LImproved
and reliable coordination of economie, fiscal and monetary policies
geared to stability, within tha Framewark of stable exchange rates pro-
vidad by tha European Monatary System, so as to strengthen the internal
convargance of the European economies. Higher growth should be reinfor—
ced by the implementacion af the Taternal Market, increased flexibility

and openness of European markets, and lower taxation on European
enterprisas.

The newly induatrialised countries should Eace up to their role and respon—

gibilicies 1in the international economlic scene to rveflect the relative
davelopment of their sconomies.

In view of the GATT mid-term review, Lhe greatest possible advance should
ba made im the moaths to come so that a new impetus can be given to the
subsequant phase of the negotiations In order to achieve the aims set out
at Punta del Este. The negotiations should also aim at getting the full
participation of the developing countries and, certainly, firm commitments
from the newly industrialised countrles.

The high level of i{ndebtedness of the developing countries remalns a source
of concern for the stabllity of the international financial system. The in-
dustrialised countries can contribute to create favourable growth prospects
for LDCs, by Eoatering higher internal growth and maintaining a steady flow
of international and bilateral Financial assistance:. Economic policies in
the LDCs should, however, be oriented towards Lmproving credit—worthiness
and create Eavourable conditfions for international investment.
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DECLARATION FOR THE WESTERN ECONOMIC STMMIT IH TORDNTO

P

The Toronto summit will tske place amid conflicting signals in the world
econoay. While adeguate short—tera pallcy reactions may have contained the
pconomic repercasslons of the stockmarkets' crisis of October 1987, the
economle outlook For the medium term does nobt warrant any complacency about
the Ffundamental filnanscial and trade [(mhalances which were at the roob of
the loss of confidence chat precipitaced che crisis. Thelr pecsilstence will
continge to uyndermine confldence in the stabllity of international monetacy
relations, Iincrease crade fricclons and protectionist tensions, and Limlig

growth progspects worldwlde.

In Toronbta, western economlc leaders should glve a clear indicstlon of
their commitment to adopt credible policies to redress the corrent large
and unsuscalnable Imbalances 1o the world economy. The positive, yet
precarfons, achlevements of International cooperation in the management of
exchange rates relnforce the need for improved coordination of economic and
trade policles to restore market coafidence and reduce the wncertainty

affecting decision-makers In the real economy.

Glven the consequences for the world economy and che effect on world trade,
the Ewin U.5. deficits sheuld be corrected by redreszing the balance of
internal demand towards ineresased savings and more investment to support
industrial output. Their persistence will put imevitable upward pressure on
American Intereat rates, finersease the inflationary pressure on the WU.5.
cconomy and thereby threaten the prospects for higher, non=inflationary

econoale growth worldwide.

The implications for the other industrial economies are, in effect, symme—

Erie ad justments of thelr consumptlon and saving patterns. Japan; in parti-
cular, ghould continye the process of opening wp lts Internal market Eo

foreign production and services as part of an international effort to

regbore Erade balance.
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The European Communitw, which already accounts for the largest contribution
te world trade, should achieve higher ioternal growth ln orcder to cackle
the pcoblem of high lewsla of unemployment and to create, with Japan, the
pasitive growth differemtlial wis=a-vis the U.5. necessary to absorh the
present [oternational imbalances. Hligher growch ahoald be achieved through
taproved and reliable coordination of economic, Eiscal and monetary poli-
cles geared to stabllity, within the Eramework of stable exchange rates
provided by the Buropean Monetary Svstem, 50 a% to strengthen the Internal
convergence of the Buropean economles. In addition, the Buropean Conmumnity
must pursue the implementation of the Internal Market liberalisation pro=
grammz which will bolster investors' confidence and echance the growth
potential of the EC. Inereased openness and flexibility of Eurcpean markets
ghauld concribute to a significant improvement in the allscation of econo=
mlc and financial resources and in particular, to an increase in productive
investmant. The completlion of the Internal Market should be paralleled by
maasures to reduce the burden of tazation on Buropean enterprises which

Limitz thelr abilicy to inveat and improva compatitivaness.

Tha |rh_|4_:|7ti'.re of stabilikty af motetary telationg should be ;-ur.qu&d t'nraugh
a strengthening of effective ecordinatfon of economie, figeal and monetacy
policfes bhesides concerted management of exchange rateg. Poliey coordina=
tion based on axcluzive rellance on exchangs rate management cannot alone

reduce the present fundamental imbalances.

However, other factors aggravate the stability of the international Einan=
clal and trading system. Thus, the trade and currency policies oE ceartaln
newly I(ndustrialised couatrles are a serlous source of tension in trade
ralations. These countriess showld face up to thelr role and respomsibili=-
tiea In the international economie scens by entering more fully within the
scope of the GATT and by unpegging exchange rates Erom the U.5. dollar to

reflace the relative development of thelr ecomomias.

The Uruguay Round negotiatfions have opened up positive and significant
proapects Ffor Ffurther consolidation and widenlng of the acope of a fres

warld trading syvstem by including such Fondamental sectors as agriculture,

gervices, intallectual property and investment, on the agenda.
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A they enter their more conceete phase, £ is vital to ensurs the
momentum of these negotfiations. The greatest posslble advance should
ha made in the moaths to come sz that, dt the mid-term review, new
impetas can be given to the subseguent phase of the negotizticns im
view of achleving the alms set out &t Punta dal Esce. Bubstantial
prageess in the negotiations is also mecesgary to gignal a halt ko
pracectionist pressures. To this end, a speclal emphasis should ke

put om the Eollowing objectives :

Strengthening the GATT system through establishing an improved
trade dispure settlesent process, trade policy reviews under
GATT ausplces and scronger cies berween che GATT and iacernacio-—

nal Fimancial and monstary inscituclions.

A common commitment co strengthen GATT authority governing safe-

guards, subdldles and market access.

L:u'l_E; Cers, a6 well as short LErm, measutes Lo allow market si=
gnals to influence Lncreasingly the orlentation of agricultural
prodaction, by way of a progressive and concerted reductlon of

ggricultural support as well as by other appropriate means.

The elements of a comprehensive agreement on trade-related
intellectual property rights based upon the tecognition of fun-
damental priasciples on intellectual property protectien and

their snforcement.

A framework of principles Eor services as well as procedures for

defining and applying thess principles to warious servicea

industries.

A commitment by all contracting Parties to ablde by atandacill

undertakings as agreed at Punta del Este.

On no account should the objectives themgelves and the global

approach agreed onm at Punta del Eate be called into question. The
anegotiations should also alm at petting the Full partleipation of the

developing countries and, cercainly, fira commitments from the newly
Industrialisaed countries.




The high level of indebrednsss of cthe developing countries remalns a goorce
of concern for the stability of the international fimancial systems. The in-
duscrialised countries can contribute to create Favourable growth prospects
for LDCs by fostering higher internal growth, redoce subsidies and malacain
a staady flow of international and bllateral financial assiscance. Economlc
policies in the LDCs should, however, be orfenced towards Improving credic-
worthiness and create favourable condiclons for laternatlional Lovescment.
The [inancing of productive I[nvescment through private capical from che

developed countries should be encouraged.

These are the main concerns of the European business comminity in the Ln—

ternational comtexc. Credible policies are needed to promote higher growth,

contribute to exchange rate stabllity amd preserve a free and cpen trading
systems UKICE calls on the Heads of State and Governments meeting in
Toronto to reaffitm chelr engazement to purguae and consolidace these palicy

objectives and thus reduce the uncectalmcy which elouwds che economlic ouc=
look for the medium cerm.




