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CONFIDENTIAL Juna 17, 1988

TORONTO ECONOMIC SUMMIT

Draft Economic Declaraticn

1 75 We, the Heads of State or Government of seven major
industrial nations and the President of the Commission of the
Eurcopean Communities, have met in Toronto for the fourteanth
annual Economic Summit. We have drawn lessons from the past and
lookad ahead to the future.

8 Over the past fourteen years, the world economy and
econcmic policy have undergone profound changes.;/ The information-
technolegy revolution and the globalization of markets have
increased economic interdependence, making it essential that
governments consider fully the international dimensions of their

deliberations.™ o | e " 23-Toa L

o |E; cbsarved a aharghgmntrast batween the 19705 ana
19805, The formar was a decade of high and rising inflation,
declining productivity growth, policies dominated by short-term
considerations, and frequently inadeguate international poliey
cooperation. In the 1980e inflation has been brought under
control, laying the basis for sustained strong growth and improved
productivity. However, the 1580s have also seen the emergence of
large external imbalances in the major industrial economies,
greater exchange rate volatility, and debt-servicing difficulties
in a number of developing countriea. Our raesponse to these
developments was an increased commitment to inte¥national
cooperation, resulting in the intensified process of policy
coordination adopted at the 1986 Tokyo Summit and further
etrangthened at the Venice Summit and in the G-7 forum.

4. Summits have proven an effective forum to address the
iggues facing the world economy, promote new ideas and develop a
common sense of purpose. Especially in the 1980s they have helped
bring about an increasing recognition that the eradication of
inflation and of inflationary expectations is fundamental to
sustained growth and job creation. That recognition has been
underpinned by a shift from short-term considerations to a
medivm=-term framework for the developazent and implementation of
economic policies, and a commitment to improve efficiency and
adaptability through greater reliance on market forces and
gstructural reform in a context of supportive social programs.

Over this period alsc we have singled out for concerted attention
a number of other issues of decisive importance: the overriding
need to resist protectionism and strengthen the open, multilateral
trading system; to maintain and strengthen an effective strategy
to address the challenge of development and alleviate the burden
of debt; and to come to grips with the serious nature of the
world agricultural problem,
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5. Since we last met, our economies have kept growing
strongly and are now in their sixth year of economic expansion.
Employnent has continued to expand, inflation has bheen restrained.
and progress has been made toward the correction of major external
imbalances. These encouraging developments are cause for optimism,
but not for complacency. To sustain non-inflatiocnary growth will
require a commitment to enhanced cooperation. This is the key to
Eif:redibility and market confidence.
ael_

INTEENATIONAL ECONOMIC POLICY COOPERATION ikt — ¥

Macroeconomic Policies and Exchange Rates

6. At the Tokyo and Venice Summits and in the Group of Seven
forum, our countries have developed and strengthened the
coordination of our economic policies. Developments in the wake
pf the financial strains last October demonstrate the
effactiveaneszss and resilience of the arrangements that hawve
emerged. The policles, the short-term prosapects, and the
medium=-term objectives and projections of our economies are being
discussed regularly in the Group of Seven. The policies and
performance are assessed on the basis of economic indicators. We
welcome the progress made in refining the analytical use of
indicators, as well as the addition to the existing indicators of
a commodity-price indicator.

a Our countries have undertaken a series of fiscal,
monetary and structural policies to foster the adjustment to more
giistainable economic and financial positions in the context of
non-inflationary growth, Efforts in those directions, including
continued reduction of budgetary deficits, will continve. We
reaffirm our determination to follow, and, wherever feasible,
strengthen our agreed strategy of coordinated efforts to reduce
spending in countries with large external deficits and to sustain
the momentum of domestic demand in those with large external
surpluses. The reduction of large external imbalances, howaver,
will require not only our cooperative efforts, but alse those of
smaller economies, including newly industrializing economies, with
large external surpluses.

8. The exchange rate changes in the past three years,
especially the real depreciation of the U.S5. dollar against the
Japanese yen and the major European currencies, have played a
major role in the adjustment of real trade balances, We endorse
the Group of Seven's conclusion that either excessive fluctuation
of exchange rates, a further decline of the dollar, or a rise in
the dollar to an extent that becomes destabilizing to the
adjustment process, could be counterproductive by damaging growth
prospects in the world economy.
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- ra bl market decisions. We welcome the QECD's increased emphasis on

Structural Reforms

9, International cooperation involves more than coanardinatian
of macroeconomic policies. Structural reforms complement
macroeconomic policies, enhance thelr effectiveness, and provide
the basis for more robust growth.,

10, We will continue to pursue structural reforms by removing
barriers, controls and regulations; increasing exposure to market
competition, while mitigating any possible adverse effects on
social groups or regions; removing disincentives to work, save,
and invest, such as through tax reform: and by improving human
resource development through education and training. The specific
priorities that each of us has identified are cutlined in the
attached Annex.

'y B A We welcome the further dewvelcopment of the QECD's
surveillance of structural reforms. Such surveillance would be
particularly useful in improving public understanding of the
reforms by revealing theilr impact on government budgets, consumer
prices, and international trade,

132, one of the most serious structural problems in both
developed and developing countries is in the field of agricultural
policies. It is eritically important that encouraging policy
reform efforts undertaken by a number of parties be reinforced
through further positive action by all Summit countries. The
primary objective of agriculture in all our countries is to
satisfy the demand for food in the meost economical way possible.
Other important objectives, such as satisfactery levels of farm
incomesw the preservation of rural communities, and environmental
protection, can be achiaved without distorting preoductien or

structural adjustment and development in the rural economy.

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

HULT_I ]__-FETEE'J!I.L TRADING SYSTEM/URUGUAY ROUND

14, A successful Uruguay Round will assure the integrity of
an open, predictable multilateral trading system based on clear
rules. At Punta del Este, Ministers committed themselves to
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further trade liberalization across the wide range of goods and
services, including such new areas as trade-related intellectual
property and trade-related investment measures, And to strengthen
the multilateral trading system. Countries must continue to

resist protectionism and the temptation to adopt unilateral
measures outeglide the tramework of GATT rules.

LS. We welcmme the Free Trade Agreement between Canada and
the United Stat es.L_&gmt1atﬂd and concluded under the GATT. The
Agreement should EE@?E as a catalyst for progress in the Uruguay
Rm_mdi.; We also n e steady progrese made by the European
Communfiities toward the completion of its internal market by 1992,
These developments, together with other moves toward regicnal
cooperation in which our countries are involved, should not weaken
but rather support the open, multilateral trading system and the
liberalizing impact of the Uruguay Round..

16. We attach a high priority to strengthening the GATT
itself, particularly the surveillance of trade policies and
dispute seattlement ﬁigcegurus. It is wvital that the GATT become a
more dynamic and i d organization, with greater
Ministerial inwvolvement,; and strengthened linkages with other
international organizations, GATT disciplines must be tightened

to ensure speedy, effective and eguitable resolution of diszputas
and the implemention of recommendations.

17. Trade plays a Key role in development. We encourage the
developing countries, especially the newly industrializing
economies, to undertake increased commitments and obligations and
a greater role in the GATT, commensurate with thelir importance in
international trade and in the international adjustment process,
ag wall as with their respective stages-of development. [ Fqually,
developed countrias should continue to strive to _ensure more opan

markets for the exports of developing countries,

)

(
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18. Mowhere is the need for progress more evident than in
agriculture, Continued political support and impetus is essential
to underpin the politically difficult efforts at domestic policy
reform and to advance the equally difficult and related process of
comprehensiva agricultural trade reform. Although significant
progress was made in 1987 in the Uruguay Round negotiations, with
the tabling of major proposals, it is necessary to ensure that the
Mid-Term Review in Montreal in December, 1988 adds impetus to the
negotiations. We endorse the adoption of a framework approach,
including short as well as long term elements which will promote
the reform process as launched last year and relieve current
gtraine 1n agricultural markets., This would bn-éaé?iftateﬂ by
agreement on thm measurep*tarbe—tntTUﬂEE“Tﬁ*Ehf"Eitinut&ﬂﬂ'mf
_Support and prntect1&n£§nd on the trade liberalization tarqi;}
Lflﬂﬂ‘ ways should be develaped to take account of food security
and social cuncernsij Any short term measures would need to be a
downpayment on the achievement of long term commitments. The
objective of the framework would be to make the agricultural
sector more responsive to market ElgﬂHIHI e smdam R
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19, As the Uruguay Round enters a more difficult phasa, it is
vital to ensure the momentum of these ambitious negotiations. The
Mid-Term Review will preovide a unique opportunity to send a
craedible political signal to the trading world. The greatest
pessible advance must be nade in all areas of the negotiations, so
as to reach before the end of the year the stage where tangible
progress can be rEgiB:Er&d.§ To this end, we urge all participants
to seak to agree on framework approaches in the

negotiations. [These include fundamental reform of GATT rules,
market access, agriculture, trade in services, trade related
intellectual property and trade related investment measures.] For
our part, we are committed to ensure that the Mid-Term Review
establishes a solid base for the full and complete success of the
negotiations, in accordance with the Punta del Este Declaration.

20. We all recognize the critical and expanding role of
internaticnal investment in the world economy and share a deep
concern that increased protectionism would undermine the bensefits
of open investment policies. We resolve to progressively
liberalize international investment policies and urge other
countries to do likewisa.

k
NEWLY INDUSTRIALIZING EEEHGHIES

il Cerkain newlyv-industrializing economies (MIEs) in the
Agsia=-Pacific region have become increasingly important in world
trade. Although these economies differ in many important
respects, they are all characterized by dynamic, export-led growth
which has allowed them to treble their share of world trade since
1960. Other outward-oriented Asian countries are also beginning
to emerge as rapldly-growing exporters of manufactures. With
increased economic importance come greater inkternational
responsibilities and a strong mutual interest in improved *Eﬁﬂh‘lrf
constructive dialogue between the industrialized countries 4 the
Rsian NIEs, as well as the other cutward-oriented countries in the
regqion. The dialogue should centre on cooperative efforts in the
near term to achieve the international adjustment necessary for
sustained, balanced growth of the world economy. The development
of informal processes which would facilitate multilateral
discussions of issues of mutual concern such as macroeconomic,
trade and structural adjustment poclicies should be encouraged.

CEVELOPING COUNTRIES AND DEAT = i 41:1

-
22 The performance of developing countries has bacome
increasingly important to the world economy.} The situation
individual developing countries varies widely Meny|[sti face
serious economic difficulties. Central to tW® prospects of all is
strong and sustainable world growth, an open trading system,
adequate financial flows and, most importantly, a commitment by
these countries to appropriate eccnomic reform.
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Middle-Income Countries

235 & numbar of highly-indebted middle-income countries
continue to have difficulties servicing their external debt and
generating the investment necessary for sustainable growth. The
market-oriented; growth-led strategy based on the case-by-case

approach remains the only viable approach for overcoming their
external debt problems.

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

25, Official financing has plaved a central role in the dabt
gtrategy through the Paris Club {U.5.%73 billion of principal and
interest have been consolidated since 1983) and the flexible
policies of export credit agencies. The international financial
institutions will continue to have a pivotal role. We endorse the
recent initiatives taken by the International Monetary Fund to
strengthen its capacity to support medium—term programs of
macroeconomic adjustment and structural reform and to provide
greater protection for adjustment programs from unforeseen
external developments. FEspecially important in increasing
available resources is the U.5.%75 billion General Capital
Increase of the World Bank which should be speedily approved and
subscribed to by all countries that have not yet done so.

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

av. We note that in recent years there has been increasing
recourse to innovative financing technigues. The important
characteristics of these technigques are that they are voluntary,
market-oriented, and applied on a case-by-case basis. The "menu
approach" has engendered new financial flows and, in some cases,
reduced the existing stock of debt. The flexibility of the
present strategy would be enhanced by the further broadening of
the menu approach and the encouragement of innovative financing
technigues to improve the guality of new lending.
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28. Because of the important role that international direct
investment can play in spurring economic growth and alleviating
debt problems, develnping cauntries should welcoame and ENCOUT ag e
guch investment and the new activities of the Multilateral
Investment Guarantee Agency and the International Finance
Corparation.

Debt of Ehe Pooreat

mmme maii e

29 Ovar the past year, progress in dealing with the debt
burden of the poorest developing countries haes been encouraging.
Ag we had encouraged at last year's Venice Summit, Paris Club
creditors are rescheduling debt at extended grace and repayment
pericds, In addition, the recent enhancement of the IMF's
Structural Adjustment Facility; the World Bank and ODA agencies'
enhanced program of co-financingr and the fifth replenishment of
the African Development Fund will mobilize a total of more than US
$18 billion in favour of the poorest and most indebted countries
undertaking adjustment efforts over the perioed 1988/90. Out of
this total, US $15 billion will be channelled to sub-Saharan
African countries.

30, Wevertheless, in cases where it is extremely difficult
for countries to meet their debt-service obligations; an increase
in concessiconal resource flows will be necessary to help those
countries resume sustained growth, We welcome the progress
toward a menu of options that allows official creditors to choose
amongst shorter repayment periods at concesicnal rates, longer
repayment periods at commercial rates; or cancellation of a
Pcrtiun of government=backed conmercial loans., The relief
provided would be additional to countries' exieting aid programs.
We also encourage the exploration of other techniques for reducing
the burden of debt service, including the provision of grants for
countries undertaking adjustments and further ODA debt
cancellation.

FUTURE sSUMMITS

31 The challenge for future Summits repains the same as that
confronting leaders today: coping effectively with change in an
inereasingly interdependent world. There is a proven way to
achieve this -- through an evolutionary process of improved
international ccoperation. 1In particular, we ghould examine the
opportunities for strengthening Summit cooperation in: improving
coordination of economic pelicies; striving for a more open
international trading system; intensifying efforts in favour of
poor and indebted countries; and extending internaticnal
cooperation to other issues as they emerge. Based on the lessons
learned from past Summits, these will be among the main tasks of
future ones.

AR ERSELE RS ERE TSR R RS R R
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ANNEX

Europe is pursuing structural reforms to complement

macroaconomic policies in order to spur job creaticon, enhance
growth potential, and achieve a sustainable pattern of external
balances. GStructural reform measures are beling put into place in
the framework of the Communities programme for a unified internal
market by 1992; including full liberalization of capital
movements; removal of phyesical, administrative and technical
barriers to allow the full mobility of persons, goods and
services and an improvement of competition policy. However, full
achievement will depend on timely implementation and on
associated regional and social policies.

The main elements of Germany's structural reforms are tax

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

Iti France, the me2in structural reforms will deal with improving
the level of education and professional training and develcopment
for workers, the reform of financial markets, and the elaboration
of fiscal incentives to innovaticon and to productive investmant.

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

In the United Kingdom, there has already been a substantial
programme of tax reform, trade union law reform, deregulation,
opening up of markets and privatization of state industries.
Thie will continue. Further measures are being introduced to
improve both the gquality of education and the flexibility of the
housing marcrket.

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

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

The most promising areas of structural reform in Canada are
implementation of the second stage of tax reform, the proposed
liberalization of the financial services sector, and, most
importantly, the implementation of the Free Trade Agreement with
the United States.
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STATEMENT ON OTHER ISSUES

in addition to economic matters, we have discussed the
following other important issues:

ENVI RONMENT

1. Protection and enhancement of the environment ia essential. The
report of the World Commission on Environment and Development has
stressed that environmetnal considerations must be integrated
ints all areas of economic policy-making if the globe ia to
continue to support humankind. Summit countries endorse 1ts
concept of sustainable development.

Threats to the environment recognize no boundaries. Significant
progress has been achieved: The Montreal Protocol on Substances
that Deplete the Ozone Layer is a milestone. We encouraged all
countries to sign and ratify it. Further action is needed.
Global climate change, air and water pollution, hazardous
substances, deforestation, and endangered species reguire
priority attention. We welcome the Confersnce on the Changing
Atmosphere to be held in Toronto next week.

DRUGS

3, Illicit narcotics trafficking poses grave risks to peoplas of all
countries. Each Summit country should continue to place
importance on domestic demand reduction programs but there is
also an urgent need for improved international cooperation in
appropriate forums on the illicit drug problem,lincluding
production, trafficking, and money laundering.] The problem
reguires not only reinforcement of present efforts but also
additional international approaches./ We look forward to the

: successful negotiation in Vienna in November of a United Nations

f&fﬁqamHizg Convention on illieit trafficking. We support the initiative of
the United States to convene a special task force comprised of
foreign affairs, enforcement, finance and other cfficials from
Surmit countries concerned with the fight against narcotics.
This task force should propose methods of improving cooperation
in all areas including national, bilateral and multilateral
efforts.

HUMAN FRONTIER SCIENCE PROGHAM

4. We note the successful conclusien of Japan's feasibility study on
the Human Frontier Program and are grateful for the opportunities
our scientists were given to contribute to the study. We lock
forward to the Japanese government's proposal for the
implementation of the program in the near future.

BICETHICS

5. We note that, as part of the continuing review of the ethiecal
implications of developments in the life sciences, the Italian
overnment hosted the fifth conference on bicethics in April 1988,
(and welcome the intention of the European Communities to host the
sixth conference in the spring of 1959.]
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POLITICAL DECLARATION

i We the Leaders of our seven countries, and the
representatives of the Eoropean Community, have considered the
future of East-West relationa. The discussion has confirmed
Ehat our free and democrakic sociesties will stand together in
solidarity and cohesion within the framework of our existing
alliances. We alsd ;eaf:irmeﬂ that nuclear deterrence and
ddeguiate conventional strength are the guarantees of peacse in
freedom, Equally, we confirm our belief in constructiwve and
realistic dialogue and cooperaktion; including arms control, as

the way to build stability between East anpd west1] and 2

5o In several important respects changes have taken place
in relations between Western countries and the Soviet Union
since we last met. This evolution has come about because the

industrialized democracies have been strong and united and

See attached revision suggested by Italy
See attached revision suggested by the United States
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because the inherent limitations of the Soviet social and
economic system have forced changes in Soviet policies. 3
Greaker freedom and openness in the Soviet Union will cffer

opportunities to reduce mistrust and build confidence. Each of

g will respond posgitively ko any such developments,

3 We call upon the Soviet leadership to play a
responsible role on issues of common concern. We welcome the
beginning of the Soviet wikthdrawal of its occupation Eroops
trom Afghanisktan. Tt must be total and apply ko the entire
country. The Afghan people must be able to choose their
government freely. Each of us confirms our willingness to make
our full contribution to the efforte of the international
community to ensure the rekurn of the refugees to thelr
homeland, their regettlement; and the reconstruction of thair
counktry. We now look to the Soviet Union to make a
conskruckive contribukion to resoclving other regional copflicts

as well.,

4. Since our last meeting, progress has been made between
the UOnited States and the Boviet Union in agreeing to

4 ; y. 3 p
ceduce arma without compromising the security of any of our

countries. The INF Treaty, the direct result of Westearn

firmness and unity, is the first treaty ever to abolish an

France has a reserve insofar as this statement
"touches on areas outside the competence of the Summit
groug”

D.5. wishes Eo insert word "nuclear™
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eéntire classg af weapnns,5 It =zets wvikally important
precedents for future arms control agreements: asymmetrical
reductions and intrusive verification arrangements. We now
look for deep cuts in U.5. and Soviet strategic offensive
arms. We congratulate President Reagan on what he has already
accomplished, along with General Secretary Gorbachev, towards

Ehisz goal.

e Nonetheless, the massive presence of Soviet
conventional forces in Eastern Europe and the Soviet capacity
ke launch surprise attacks and large scale offensive operations
lie at the core of the security problem in Europe. The Soviet

military buildup in the Far East is equally a major source of

instability in Asia. Theee threats musk ba reduced IE:

enhanced security and stability at lower levels of forces is
our goal. We seek a comprehensive, effectively verifiable and

truly glebal ban on chemical weapons.

6. Genuine peace cannot be established solely by arms
control. It must be firmly based on respect for fundamental

human rights. We urge the Soviet Union to move forward in

ensuring human dignity and freedoms and to implement fully

the commitments it has undertaken in the Helsinki process. 8

U0.5. wishes to replace "abolish an entire class of
weapons" with "actually to reduce nuclear arsenpalg"
French reserve on preceding section

Canada wishes to add "and to strengthen substantially”
UD.5. wishes to add the words "and the Upniversal
Declaration of Huoman Rightg"
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Recent progress must be institutionalized, the painful barriers
that divide people must come down, and the obstacles to
emigration must be removed,

i) We take positive note of Eastern countries' growing
interest i1n ending their economic isclation, for example in the

estakblishment and development of relations with the Buropean

: 2 " £ 9
Community. East-West economic relations can be expanded 50

long as the commercial basis i3 sound, they are conducted
within the framework of the basic principles and the rules of
the international trade and payments system, and are consistent

1 1
with sur security interests, -0 @nd 11

B. We pay speclal attention to the countries in Eastern
Eurcpe. We encourage them to open up their economies and
societies, and to improve respect for human righte. 1In this

context we support the continuaktion and strengthening of the

Haelsinki prﬁcess.]z

* & & & * % # F F £ & & & *

If leaders wish to have text on the Middle East, paragraphs 9

and 10 are agreed.

U.5. wishes to substitute "can serve our common
interests™ for "can be expanded”

U.5. wisghes to add words "and national legislakion"®
France wishes to change to "and that they are
conslstent with the interests of each of ue in the
area of security”

U,5. wishes to reverse paragraphs 7 and 8
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9, We express oUr deep concern at the increasing
inatability in Ehe Haar East. The current violepce in the
Ogocupied Territories is a clear sign that the status guo is not
sustainable. An early negotiated setblement to the underlyving
Arab/Israell dispute is essential, We declare our support for
the convening of a properly structured international conference
a3 the approoriate framework for the necessary negotiations
between the parties directly concerned. In this perspective we
gsalute current efforts aimed at achieving a settlement,
including the initiative pursued by Mr. Shultz since March., We
urge the parkies to cooperate fully in the search for a

Eolution.

10. We hawve pursued our consulecations about the continuing
war between Iran and Iraq, which remains a source of profound
concern to us. We reaffirm our support for Sacurity Council
Regolution 598, which was adopted unanimouely. We express our
warm aprpreciabion Eor the eEforks of the Secretary General to
work for a setbtlement on this basis and reiterate our
determination to ensure implementation of this mandatory

resolution by a follow-up resclutbtion if compliance cannot

- 13
otherwise be secured. We condemn the use of chemical

weapons by either party, deplore proliferation of ballistic

D.5. wishes to delete words "if compliance cannot
otherwise be obtained”
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misgiles in the region, and renew our commitment to uphold the

principle of freedom of navigaetion in the Gulf.

If leaders wish to have text on teérrorism, paragraphs 11-15 are

agreed language.

‘P We gstrongly reaffirm our condemnation of terrorism in
all ies forms, ineluding the taking of hostages, We renew our
commitment to policies and measures agreed at previous Summits,

in particular those against state=gponscred terrorism.
2

12. We strongly condemn recent threats to ajir security, in
particular the destruction of a Korean airliner and the
nijacking of a Kuwaiti airliner. We recall the principle
affirmed in previous declarations that terrorists must not go
inpunished. We appeal to all countries who are not party to
the international conventions on civil aviation security, in

particular the Hague Convention, to accede to those conventions.

13, We express support for work currently under way in the

International Civil Aviation Organization aimed at

strengthening international preotection against hijackings.

(This includes measures to investigate future hidjackirgs, to

help countries to deal with hijackings, to strengthen security
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guidelines and to endorse the principle that hijacked aircraft
should not be allowed to take off once they have landed, apart

: . 14
from exceptional ¢ircumstances. )}

14. We welcome the adoption this year in Montreal and Rome
of two International agreements on aviation and maritime

gecurity to enhance the safety of Eravellers,

15 We reaffirm our determinatien to continue the fight
against terrorism through the application of rule of law, the

pelicy of no concessions to terrorists and their sponsors, and

. : - 1%
international cooperation.

FRG, France, Japan and Italy have reservations

U,5, wigshes to include the language on narcotics
agreed to at the final Sherpas' meeting and add to it
the words "including enforcement of multilateral
cooperation, steps to curb money laundering and stop
the flow of precurser chemicals, and measures ko
deprive narcotics traffickers of their il1l-gotten
gains®™ after the words "additional international
approacheszs™,
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AHNNEX

Italian suggested language:

We, the leaders of our seven countries, and the

representatives of the European Communities, have considared

the future of East-West relations. The discussiorn has
confirmed that ocur free and democratic sccieties will stand
together in solidarity and cohesion within the framework of our

exiszsting

We confirmed our belief in constructive and realistic
dialogue and cooperation, including arms control, as the way to
build stability between East and West and enhance gsecurity at
lower levels of arms. We also reaffirm that for the
foreseeable future an adequakte military strength and a credible

deterrence are necessary to protect peace and freedom,




CONPIDENTIAL

ANNEX

U.5. suggested language:

We the leaders of our seven countries, and of the
BEuropean Community, represent industrial nations built on
common principles of freedom, respect for individual riqhts,
and the desire of all men to live in peace under the rule of

law. Our peoples stand in solidarity for the cause of freedom,

to safeguard democracy and the progperity which it has

Produced. TIn our discussions we considered how to advance
these goals and valuee in the fields of foreign affairs,
particularly with regard to East-West relations and the fight
against terrorism and narcotics trafficking.. (And other

topice as appropriate,)

We confirmed ocur belief in constructive and realigtic
dialogue and cooperatien, including arms control, human rights
and regional issues, as the way to build stability between East
and West and enhance security at lower levels of arme, We also
reaffirm that for the foreseeable future an adaguate military
gstrength and a credible deterrent are neceggary to protect

Peace and Lreedom.




