DRAFT PASSAGE FOR COMMUNIQUE

At the Venice Summit we recognised that the problems of some
of the poorest and most debt-distressed countries, principally in

the Sub=-Saharan Africa, were uniquely difficult and needed
special treatment. We welcome the agreement reached recently on
the IMF's Enhanced Structural Adjustment Facility. But we agree
that further actions needs to be taken to assist those of the
poorest and most debt-distressed countries in Sub-Saharan Africa
which are opursuing appropriate adjustment policies, 1in two

respacts:

- for ODA loans, several creditor countries have already
taken action to write off the principal of such debts -
the mest appropriate solution for that portion of the
debts of these countries. We urge those who have not yet
taken such action to do s0;

for Paris Club debts, arising mainly from export credits,
we have at this meeting examined ideas of concessional
interest rates, extended repayment periods, and partial
cancellation of debts; we have agresd the basis of
arrangements under which each creditor could choose his
preferred option, on terms - particularly as to
differential rescheduling and grace perionds - designed to
maintain the most equitable possible sharing of costs and
rigks; and we are inviting the Paris Club to negotiate an
inter-creditor agreement on this basis as quickly as pessible.
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e Threats Lo the environmeant recognlze no
coundariesa. Their urgent nature reguires strengthened
international cooperation among all countrias,

Significant progress has been achieved in a
number of environmental sreas. The Montreal Protocol
on substances that Deplete the Ozone Layer is a
milestone. All countries shoold be encoursged to sign
and ratify it, iy

-

& Further action is nce-::r:;,df Global eclimate
change, air and water pnllutimn,#ﬁazardmus substances,
deforestacion, and endangered species regquire priority
attention. Im—this-ecoentext -completien——of negotiations
on-a protocol on emissions of nitrogen oxides within
the Tramewsrk of the Geneva Convention on Long-ranpgs
Transboundary Air Pollution is=—tmpSrtant. _ The afforts
of UNEF for an agreement on the transfrontier shipment
ol hazardous wastes should also be encouraped as well
s the establishment of an inter-governamental panel on
global elimate change under: the auspieces af the UNEP
and the WMO. We welcome the Conference on the Changing
Atmosphere to be held In Toronto next week.
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Illicit narcotics trafficking poses grave risks to pecples of all
countries. Each Summit country should continue to place
importance on domestic demand reduction programs but there is
alse an urgent need for improved international cooperation in
appropriate forums on the illieit drug problem, including
production, trafficking, and money laundering. The problem
requires not only reinforcement of present efforts but also
additional intermational approaches. We look forward to the
successful negotiation in Vienna in November of a United Matisns

Convention on illicit trafficking., We support the initiative of

the United States to convene a special task force comprised of

foreign affairs, enforcement, finance and ather officials from
Summit countries concerned with the fight against narcotics.
This task force should propose methods of improving cooperation
in all areas including national, bilateral and multilatoral

efforts.

HUMAN FRONTIER SCIENCE PROGRAM

4. We note the successful conclusion of Japan's feasibility study on
the Human FrnntiefiE;ugra; and are grateful for the opportunities
our scientists were given to contribute to the study. We look
forward to the Japanese government's proposal for the

implementation of the program in the near future.




12, One of the major structural problems in both developed
and developing countries is in the fiald of agricultural
palicies. Important steps to reduce the overproduction have

already taken place. It is essential that swodwcaging policy
A i3
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raform efforts be continned through further positive actions by
all Summit participants. //The primary cbjective of agriculture

in all our countries is to satisfy the demand for food in the most

==
economical way pcssibla.ff {?ther important objectives such as

satisfactory levels of farm incomes, the preservation of rural

Ik et
conpunities and environmental protection ean be achieved with less
interference 1in market%:) We welcome the OECD's increased emphasis

on structural adjustment and development in the rural economy.




16, We attach major importance to strengthening the GATT
itself, particularly the surveillance of trade policies and
digpute settlement procedurss, It is wital that the GATT become a
more dynamic and [policy oriented] organization, with greatear
Ministerial invelvement, and atrengthened linkages with other
international organizations. GATT disciplines must be tightened

g0 that members accept a¥1 their obligations, and ensure that

disputes are raeasclved speedily, effectively and equitably.




MEWLY INDUSTRIALIZING ECONOMIES

21, Certain newly-industrializing economies (NIEs) in the
Asia-Pacific region have become increasingly important in world
trade. Although thaesa economies dAiffer in wany i1mportant respects,
they are all characterized by dynamic, export-led growth which has
allowed them to treble their share of world trade since 1360. Cther
outward-oriented Aslan countries are also beginning to emerge as
rapidly-growing exporters of manufactures. With increased economic
importance come greater international responsibilities and a strong

mutual interest in improved constructive dialogue and cooperative

afforts in the near term betwean the ilpndustrialized countries and

the Agian NIEs, as well as the other ouktward=oriented countries in
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the region. Thesdialogue a

nd cooperative efforts should centrea on

[T

aunﬁ areas as a¥change rates, macroeconomic, trade and structural
adjustment policies te achieve the internaticonal adjustment
neceasary for sustained, balanced growth of the world economy. We
encourage the development of informal processes which would

facilitate multilateral discussions of issuss of matual concern and

PP S O )

foster the necessary cooperative actions om an urgent basis.




insert to para 22

22. The performance of develcoping countries has becoms
increasingly important to the world economy. The situation
of individual developing countries wvaries widely; many still
face sarious economic difficultises. "Developing countries
which are making difficult transitions to democracy, such

as the Philippines, merit our special attention in this

regard.” Central to the prospects of all is =trong and sustaina-

ble world growth, an open trading system, adeguate financial

flows and, most importantly; a commitment by these countries

to appropriate economic reform.
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25. Official financing has played a central role in the debt

strategy through the Paris Club (U.8.%73 billion of principal and

interest have been consolidated since 1983) and the flexible
policies of export credit agencies. The international financial
ingtituktions will continue to have a pivotal role. We endorse the
recent initiatives taken by the International Monetary Fund to
strengthen its capacity to support medium-term programs of
macrosconomic adjustment and structural reform and to provide
greater protection for adjustment preograms from unforeseen
external developments. Especially important in increasing
available resources is the U.5.%75 billion General Capital
Incraase of the World Bank whieh should be speedily approved and

gubscribed to by all countries that have not vet done so.

26, Commercial banks have played an important role in
supporting debtor countries' reform efforts through an expanded
manuy of financing options which has facilitated the channeling of
commercial bank lending into productive uses. Their continued
involvement is indispensable to the debt strategy. 1In this
regard, the World Bank and IMF can play an important catalytiec
role in mobilizing additional financing from private (and

official) scurces in support of debtor countries' adjustment

programs,




ngﬂ International direct investment flows play an important
role in 5|:|ur|¥'ing economic growth and structural adjustmant
in developing countries., Thus they contribute to
alleviating debt problems. Developing countries should
welcome and encourage such investment by creating a
favourable investment climate. The positive contribution
that the Multilateral Investment Guarantee Agency and the
International Finance Corporation are making in stimulating

international direct investment should be encouraged.
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IRSERT FOR ECCHOMIC DECLARATION

S
29, In cases where it is extremely difficult for the w«

poerest developing countries to meet their debt service
obligations, !an in:reas«el.-u 1n car:m;ea_s_._i_c:-nal resource flows is
necessary to help those cc::ur;tri;.ﬂ_;. resume sustained growth.
Since Venice, progress in dealing with the debt burden of
these countries has been encouraging. Paris Club creditors
are rescheduling debt at extended grace and repayment
periods., In addition, the recent enhancement of the IMF's
Structural Adjustment Facility; the World Bank and ODA
agencies' enhanced program of co-financing; and the fifth
replenishment of the African Development Fund will mobilize a
total of more than US $18 billion in favour of the poorest
and most indebted countries undertaking adjustment efforts

over the period 1988/90. oOut of this total, US $15 billien

will be channelled to sub-Saharan African countries.

30. We welcome proposals made by several of us to ease

further the debt service burdens of the poorest countries
il

eligible for the World Bank Special Assistance Program for
Wyl

Afrita; —that Is—those undertaking internationally approved

adjustment programs and-having per capita income of less-than

Wl bare e BT 0 (A e

Consensus was /achieved on rescheduling official commerétal

$£425 per —vyear —and dEpt service— ratios greater than 30%.

debt of these countries within a framework of comparability

that allows official creditors to choose among concessional
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lnterest rates, longer repayment periods) partial write-offs

i

gf debt service obligations or a combination of these
options. This approach allows official creditors to choose

options consistent with their legal or huduetar?'cﬂnsﬁra{nts-

L ;_"| Ll e e

The Paris Clhb hﬁh been ;F&hﬂthd to examine. techniecal
i = g T e

aspects, to ensure falr burdening sharlanby the end of this
e k,

Y =
year. .Lhis dpproach will provide benefits over and above the

impressive multilateral agreements to help the pocrest

countries owver the past year.

310.bis On a bilateral basis, several creditor governments

et {o el 1-'{.- Ls - B C_,q._ it

have already taken action to write uff the pE}ncipal of
L. .

Official Develocpment ﬁSElStaﬂéﬂ lnans. We wtlcnme the new

ODA initiatives announced in recent weeks and urge aI1 Summit

PR .ﬂrlf
ﬁﬁﬁnEJ;ns to do what they can to help the poorest coUrtEies.

We agree that trade liberalization, including greater access
to our markets, is important to help the poorest countries to
improve their debt service capacity while at the same time

achieving more sustainable growth.-

-




Draft Copmunigue Language

Paragraph 30 -- We welcome proposals made by several of us to
ease further the debt service burdens of countries in the World
Bank's Special Program of Assistance for low income

ity
debt—distressed countries/in Bub—-Baharan Africa. We are

e : PP P P
prepered o comsider further debt service relief measurss by
individual countries within t+he Paris Club framework, such as
concessional rates on shorter maturities, longer repayment
periods at commercial rates, or partial write—-offs of debt
cervice cbligations during the conseclidatiocn pericd. Such relief
could be available for eligible countries pursuing IMF and World
Bank-supported adjustment programs. We urge the Paris Club to

develep specific options that allew individual creditors to make

comparable cortributions within the framework of multilateral

debt rescheduling in accordance with their respective legal and

budgetary procedures and Unuatraintag For ODA loans, several

" creditor govermments have already b#k:n action to write-off the
principle of such debt=, while others continue to maintain a high
grant element in their assistance to these countries. HWe welcome

the new CDA inltiatives announced in recent waesks.




FUTURE SUMMITS

31. The challenge for future Summits remains the same as that
confronting leaders today: coping effectively with change in an
increasingly interdependent world. There is a proven way to
achieve this -- through an evolutionary process of improved
international cooperation. In particular, we should examine the

opportunities for strengthening Summit cooperation in: improving

coordination of economic policies; striving for a more open

international trading system; 1intensifying efforts in favour of
poor and indebted countries; and extending international
cooperation to other issues as they emerge. Based on the lessons
learned from past Summits, these will be among the main tasks of

future ones.
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FOR ODA LOANS, SEVERAL CREDITOR GOVERMMENTS HAVE ALREADY
TAKEN ACTION TO WRITE OFF THE PRINCIPAL OF SUCH DEBTS. WE

WELCOME THE HEW ODA INITIATIVES ANNOUNCED IN RECENT
Y

Laf

WEEES. /ALL SUMMIT CDUHTRIEEH?EE‘DUTH%HWHHT THEY CAN

7o #o

WITHIN THE CONSTRAINTS OF THEIR CONSTITUTIONAL AND LEGAL

SYSTEMS.




ED'_HI"IDEHTIAL

Europe is pursuing structural reforms to complement
macroeconomic policies in order to spur job creation, enhance
growth potential, and achieve a sustainable pattern of external
balances. &8tructural reform measures are being put into place in
the framework of the Communities programme for a unified internal
market by 1992r including full liberalisation of capital
mnovements: removal of physical, administrative and technical
barriers to allow the full mobility of persons., goods and
gervices and an improvement of competition policy. Howewver, full
achievement will depend on complete and timely implementatiocn of
tha measures and on complementary policies including those in the
fialds of regional, social and environmental policies and of

technological co-operation..

The main elements of Germany's structural reforms are tax

reform and reduction, deregulation and privatization, reform of

the postal and telecommunications system, increased flexibility

in the labour market, and reform of the social security system.




In France, the main structural reforms will deal with improving
the level of sducation and profassienal training and develoapment
for workers, the reform of financial markets, and the elaboration

of fiscal incentives to innovation and to preductive inveatment.

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

sactor efficiency.

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

housing market.

Japan will pursue further structural reforms to support and

sustalin the greater reliance on domestic demand-led growth which
has gquickened remarkably over the past vear, Japan will promote
reform of government regulations in key sectors, including
agriculture and land use policies, the distribution system and

the tax system.




For the United States, whare recent indications that the

declining trend in private savings may have bottomed out are

encouraging, it iz nonetheless a priority to increase incentives
to save. Also the United States will strengthen the

international competitiveness of its industrial sector.

The most promising areas of structural reform in Canada are
implementation of the second stage of tax reform, the proposed
1iberalization of the financial serwices sector; and, most
importantly, the implementation of the Free Trade Agreement with

the United States.
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OTHER ISSUES

In addition to economic matters, we have dizcuszed the

follewing other important issues:

ENVIROHNMENT

Frotection and enhancement of the environment is essential. The
report of the World Commission on Environment and Development has
stressed that environmetnal considerations must be integrated
into all areas of economic pnlicy-afking if the globe is to

o

P +7
continue to support humankind. SumBit countries endorse_itd "e

concept of sustainable development.

Threats to the environment recognize no boundaries. Significant
progress has been achieved: The Montreal Protocol on Substances
that Deplete the Ozone Layer is a milestone. We encouraged all
countries to sign and ratify it. PFurther action is needed,
Global climate change, air and water pollution, hazardous

substances, deforestation, and endangered species require

priority attention. We welcome the Conference on the Changing

Atmosphera to be held in Toronto next week.




£ Threats to the environmeant reéecggnize no
boundaries. Thelr urgent nature requires strengthened
internaticnal cooperation among all countries.

Slgnificant progress has been achieved in a
number of environmental areas. The Montreal Protocol
on  Substances that Deplete the Ozone Layer is a
milestone. All countries should bha. encouraged to sign

and ratify it. Sl

3. Further action 1is needed. Glebal climate
change, air and water peollution, hazardous substances,
deforestation, and endangered species reguire priority
attention. In this context completion of negotiations
on a protocol on emission=s of nitrogen oxideas within
the framework of the Gensva Convention on Long-range
Transboundary Air Pollution is important. The efforts
of UNEF for an agreement on the transfrontier shipment
of hazardous wastes should also be encouraged as well
as the establishment of an inter-governamental panel on
global climate change under the auspices of the UNEP
and the WMO. We welcome the Conference on the Changing
Atmosphere to be held in Toronto next weelk,
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" CONFIDENTIAL June 20, 1988

TORONTO ECONOMIC SUMMIT

Economic Declaration

i L We, the Heads of State or Government of seven major
indugtrial nations and the President of the Commissicon of the
European Communities, have met in Toronto for the fourteenth
annual EBconomic Summit. We have drawn lessons from the past and

looked ahead to the future.

24 Cver the past fourteen years; the wnrlﬂ_ucnnum% and

__.:' i Ao =" r-.-.'-.'.
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economic policy have undergone profound changes. e
information= technology revolution and the globalization of
matrkets have increased economic interdependence, making it
eggential that governments congider fully the international
dimensions of their deliberations.

8 He:nhﬁm‘ﬂ'eﬂ Z"fﬁarp contrast between the 1970 and
19808. The former was a decade of high and rising inflation,
declining productivity growth, policies dominated by short=term
considerations, and fregquently inadeguate interpational policy
cooperation. In the 1980s inflation has bean brought under

control, laying the basis for sustained strong growth and
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improved prudu:t1v1ty.tﬁﬂpwav&r; the 1980s have alB0 sean the

emergenca of large external imbalances in the major industrial
aconomies, greater exchange rate volatility, and debt-servicing
difficulties in a number of developing countries. Our response
to these developments was an increased commitment to
international cooperation, resulting in the intensified process
of policy coordination adopted at the 1986 Tpkyu Supmit and _

d e iy e J
further strengthened at the Venice Summit.L and in the G=7—forew.

&, Summits have proven an effective forum to address the
igsues facing the world aconomy, promote new ldeas and develop a
common sense of purposa. Esgpecially in the 1980s they have
helped bring about an increasing recognition that the eradication
of inflation and of inflationary expectations is fundamental to
sustained growth and job creation. That recognition has been
underpinned by a shift from short-term considerations to a
medium=term framework for the development and implementation of

-

economic policies, and a commitment to improye EfFici&gqy and
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adaptability through greater reliance onmarket fﬂrcag;and
structural refnrmfin a context of supportive social p:GgIams;
Over this pericd ;lsu we have singled out for concerted attéﬁtinn
a number of other issues of decisive importance: the overriding

nead to resist protectionism and strengthan the open,

multilateral trading system; to maintain and strengthen an




effective strategy to address the challenge of development and

ﬂ_n:__.n..
alleviate the burden of debt; and to eome—tEH grips with the

gerious nature of the world agricultural problem.
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s Bince wa last met; our econcmies have kept;grawiﬂg
e

strongly and are now In thelf sixth yea¥ of économic expansitn.

Employment has continued to expand, inflation has been restrained,
and progress has been made toward the correction of major external
imbalances. These encouraging developments are cause for optimism,
but not [or complacency. To sustain non-inflationary growth will

require a commitment to enhanced cooperation. This is the key to

credibility and pﬁfﬂ#% confidenca.

INTERNATIONAL ECONOMIC POLICY COOFPERATION

Macroeconomic Policies and Exchange Rates

B. At the Tokyo and Venice Summits apd—imr—the Group of S&EvEn
~Eorull, OUr countrie=s have developed and strengthened the ji=—=a-a9
coordinaticon of our economic policies. Developments in the wake
of the financial strains last October demonstrate the
affectiveness and resilience of the arrangements that hava
emarged. The policies, the short-term prospects, and the

medium-term objectives and projections of our economies are being

discussed regularly in the Group of Seven. The policies and
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performance are assessed on the basis of economic indicateors. We

welcomae the progress made in refining the analytical use of

indicatoras, as well as the addition to the existing indicators of

a :ummndity price indicator. e
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A0 b}ﬂ DHT’EUhnEE;bE have undertakEH a Eerlpa nf fiscal,
[ en i el

monatary and structural policies tn foster the ad]UEtmEnt to more
sustainable economiec and financial pesitions in the context of
non-inflationary growth. Efforts in those directions, including
continued reduction of budgetary deficits, will continue. We
reaffirm our determination to follow, and, wherever feasible,
s'r&ngtqen our agreed strategy of coordinated efforts to reduce
{gggéglhé-zh countries with large external deficits and to sustain
;he momentum of domestie demand in those with large external
gurpluses. The reduction of large external imbalances, however,
will require not only our cooperative efforts, but also those of

smaller economies, i1ncluding newly industrializing economies, with

large external surpluses.

8. The exchange rate changea in the past three years,

especially thﬂlfﬁgéjdﬂpfﬂﬁiﬂtiﬂn of the U,5. dollar against the

Japanese yen and the major European currencies, have played a
major role in the adjustment of real trade balances., We endorse
the Group of Seven's conclusion that either exceggive fluctuation

of exchange rates, a further decline of the dollar, or a rise in




the dollar to an.extent that becomes destabilizing to the
adjustment process, could be counterproductive by damaging growth

progspects in the world economy.

Structural Reforms

a9, International cooperation involves more than coordination
of macroeconomic policies. Structural reforms complement

macroeconomic policies, enhance their effectiveness, and provide
; r g
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the basis for more robust growth. Y/ ¢ :-fLifi 2 S ey |
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10. We will continue to pursue structural reforms by, removing
T i | :
barriers.gtﬂntrﬂls and regulations; increasing exposure—tH Market
. . . ~ e Fo. .

competition, while mitigating ;qy‘pﬁdq;ﬁlé adverse effects on

social groups or regions:; removing disincentives to work, save,

and invest, such as through tax reform: and by improvingHihan

rESoUTce develeopment through education and training. The specific

priorities that each of us has identified are outlined in the

attached Annex.

Ll. We welcome the further development of the OECD's
gsurvelllance of structural reforms. Such surveillance would be
particularly usaful in improving publiec understanding of the
reforma by revealing their impact on government budgets, consumer

prices, and international trade,




End of para 12

More market oriented agricultural policies should also
achieve important objectives such as preserving rural areas and

family farming, raising quality standards and protecting the

environment. We welcome the OECD's increased emphasSis ©n

sbtructural adjustment and development in the rural economy.




12. One of tha major structural problems in bath developed
and developing countries is in the field of agricultural
policies. Important steps to reduce the overproduction have
already taken place. It 13 essential that policy reform efforts

should be continued through further positive actions by all Summit

participanta, [The primary objective of agriculture imall-our

countries is to satiafy.tha dema;éufur food in the most ecornomical
way—pessible,] [Other important objectives such as satisfactory
levels of farm incomes, the preservation of rural communities and
environmental protection [should] be achieved with less
interference in markets.] We welcome the DECD's increased
emphasis on structiral adjustment and develapment in the rural

BCOnOmY .

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

financial system, including securities markets,
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MULTILATERAL TRADING SYSTEM/URUGUAY ROUND

14. A successful Uruguay Round will assure the integrity of

an open, predictable maultilateral trading system based on clear

ruleEF At Punta del Este, Ministers committed themselves to

further trade liberalization across the wide range of goods and
garvices, including such new areas as trade-related intellectual
property and trade-related investment measures, and to strengthen
the multilateral trading system. / Countries must continue to

resist protectionism and the temptation to adopt unilateral
= 0 . —— iy
measures outaide the fram&wu:k uf GATT rules T G f Torre=S
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158.We welcome the Fre& Ttaﬂe Agreement between Canada and the
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USA. We also welcome the steady progress towards the target of
the Buropean Community to complete the internal market by 1932,
It is our policy that these devalopments, together with other
moves towards regional cooperaticon in which our countries are
involved should support the open, multilateral trading system and

the liberalizing impact of the Uruguay Round.

16. We attach major importance to strengthening the GATT itself,
particularly the surveillance of trade policies and dispute
gettlement procedures. It is vital that the GATT become a more
dynamic and [policy oriented] organization, with greater

Ministerial involvement, and strengthened linkagas with other




/€. We attach major importance to strengthening the GATT
itself. It is wital that the GATT become a more dynamic and
affective organization, particularly in regard to the

surveillance of trade policies and dispute settlement

procedures, with greater Ministerial involvement, and

strengthened linkages with other international organizations.

GATT disciplines must be tightensd aoc that members accept their
and ensure thatl disputes are resolved speedily,

cbligations
effectively and equitably.
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international organizations. GATT disciplines must be tightened
sa that members accept their obligations, and ensure that disputes

are resolved speedily, effectively and eguitably.

1T. Trade plays a key role in development. We encourage the
developing countries, especially the newly industrializing
economies, to undertake increased commitments and obligations and
a greater role in the GATT, commensurate with their importance in
international trade and in the international adjustmeant process,
as wall as with their regpective stages of development. Equally,
developed countries should continue to sErive to ensursa more open

markets for the exports of developing countries.

18. In agriculture, continued political impetus is essential
to underpin the politically difficult efforts at domestic policy
reform and to advance the equally difficult and related process of
comprehensive agricultural trade reform. Although significant
progress was made in 1987 in the Uruguay Bound negotiations; with
the tabling of major proposals; it is necessary to ensure that the
Mid=Term Review in Montreal in December, 1988 Fdda impetus to the
negotiations in this as 1n other fields., Wea ;:;;Ert efforts to

adopt a framework approach, including short as well as long term

alementzs which will promote the raform process as launched last

year and relieve current strains in agricultural markets. This

would be facilitated by agreement on a device for the measurement




of support and protection. Also; ways should be developed to take

account of food security and social concerns. BAny short term

measures would need to be a step fnrward_teuuiqfthn long term

goals. The objective of the framework’ would be to make the

agricultural sector more responsive to market signals.

18, As the Uruguay Round enters a more difficult phase, it is
vital to ensure the momentum of these ambitious negotiations. The
Mid-Term Review will provide a unique cpportunity to send a
credible political signal to the trading world. The greatest
possible advance must be made in all areas of the negotiations, so
as to reach before the end of the year the stage where tangible

prngreii ?gn be registered, To this end, all-participants shewld
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geek to-agrde on framework approaches in the negotiations, T
e . '

inclode fundamental reform of GATT rules, market access,

N T R, BT R, [ Sasal ey
agriculture, /trade in searvices, trade related intellectual
3

property jand trade related investment measures.  For our part, we

P
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are committed to ensure that the Mid-Term Revieaw satablishes a
gnlid base for the full and complete success of the negotiations,

in adcordance with the Punta del Este Declarakion.

20. We all recognize the critical and expanding role of
international investment in the world esconomy and share a deep

concern that increased protectionism would undermine the benefits




of open investment policies. We resolve to progressively
liberalize international investment policies and urge other

colintries to do likewisze.

HEWLY INDUSTRIALIZING ECONOMIES

2. Certain newly=-industrializing economies (NIEs) in the

Asia-Pacific region have become increasingly important in world
trade, Although these economies differ in many important
raspects, they are all characterized by dynamic, export-led growth
which has allowed them to treble their share of world trade since

1960. Other outward-oriented Asian countries are also beginning

to emerge as rapidly-growing exporters of manufactures. With

increased economic importance come greater international
responsibilities and a strong mutual interest in improved
constructive dialogue between the industrialized countries and the
Azian MIEs, as well as the other outward-oriented countries in the
regqion. The dialogue ghould centre on cooparative efforts in the
near term to achieve the international adjustment necessary for
sustained, balanced growth of the world economy. The development
of informal processes which would facilitate multilateral
discussions of issues of mutual concern such as macroeconomic,

trade and strotural adjustment policies should be encouraged.




DEVELOPING COUNTREIES AND DEBT

22 The performance of developing countries has become
increasingly important to the world economy. The situation of
individual developing countries wvaries widely; many still face

serious economic difficulties. Central to the prospects of all is

T &

gtrong amd sustainable world growth, an cpen trading syatem,
adegquate financial flows and, most importantly, a commitment by

these countries to appropriate economic reform.

Middle=Income Countries

Z23. A number of highly-indebted middle-income countries
continue to have difficulties servicing their external debt and
generating the investment necessary for sustainable growth. The
markat-oriented, growth=led strategy based on the case-by—-case
approach remains the only viable approach for overcoming their

external debt problems.

24, We are encouraged that many indebted countries have begun
P A AR

l
thE,prb:EEB of macroeconomic adjustment and structural reform

necessary for sustained progress; encouraging the return of flight
capital and new investment flows. The success of these afforts is
essential for improving the economic performance and strengthening

tha creditworthiness of these countries.




P We note that in recent years there has been
increasing recourse to innovative financing technigques. The
important characteristics of these techniques are that they
are voluntary, market-oriented, and applied on a case-by-case
basis. The "menu approach" has engendered new financial
flows and, in some cases, reduced the existing stock of debt.
The flexibility of the present strategy would be enhanced by

the further broadening of the menu approach and the

encouragement of innovative financing techniques to improve

the gquality of new lending, but particular initiativessq:il-l-
1

have to be carefully considered. =

27.bis We strongly support the full implementation of thE"
World Bank's General Capital Increase to strengthen the
Bank's capacity to promote adjustment in middle=-income
countries. Wa also support greater AWareness by
international financial institutions of the environmental

impacts of their development programs.




. June 20, 1130 hours

CONFIDENTIAL

POLITICAL DECLARATION

1. EASI-WEST

e We the leaders of our seven countries, and the
representatives of the European Community, uphold common
principles of freedom, respect for {ndividual rights, and the
desire of all men to live in peace under the rule of law. Our
peoples stand in solidarity within the framework of our
existing alliances for the cause of freedom, to safeguard
democracy and the prosperity which it has produced. In our
discussions we considered how these goals and values could be
pursued in the Ffield of forelgn affairs, particularly with

regard to East-West relations.

N We began discussions of the full range of regional
questions and these discussions are continuing throughout the

Sumnits

1. We confirmed our belief in constructive and realistie
dtalogue and cooperation, including arms control, human rights

and reglonal issues, as the way to build stabilirey between East
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and West and enhance security at lower levels of arms. We also
reaffirmed that for the foresepeable future noclear deterrence
and adequate conventional strength are the goarantees of peace

in freedom.

&, 1n several important respects changes have taken place
in relations between Western countries and the Seviet Union
since we last met. For our part this evolution has come about
becsuse the industrifalized democracies have been stromg and
united. In the Soviet Unlon greater freedom and openness will
offer opportunities to reduce mistrust and bulld confidence.

Each of us will respond positively to any such developments.

B We welcocme the beginning of the Soviat withdrawal of

iteg occupation troeps from Afghanistan. It must be total and

apply te the entire ¢ountry. The Afghan people must be able teo

chocse thelr government freely. Each of us confirms our
willingness to make our full centribution to the effeorte of the
international community te ensure the return of the refugees to
their homeland, their resettlement, and the recenstruction of
their country. We now look to the Soviet Uniom to make a
constructive contribution to resolving other regional conflicts

as well.

6. Since our last meeting, progress has been made between

the United States and the Soviet Union in agreeing to reduce
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ruclear weapons Iin & mannmer which accords fully with the
gecurity interests of each of our countries. The INF Treaty,
the direct result of Western firmness and unity, ie the first
treaty ever acteally to reduce nuclear arms. It sets vitally
important precedents for future arms control agreements:
asyonmetrical reductions and intrusive verification
arrangements. We now loek for deep cuts in U.5. and Soviet
strateglc offensive arms. We congratulate President Reagan on
what he has already accomplished, along with General Secretary

Corbachev, tovards this geoal.

i Nonetheless, the magssive presence of Soviet

conventional forces in Eastern Eurcpe, the ensulng conventional

superiority of the Warsaw Pact, and its capacity tp launch
surprise attacks and large acele coffensive cperations, lie at
the core of the security problem in Europe. The Soviet
milicary bulldup ia the Far East is equally a major source of
instability in Asia. These threats sust be reduced. Our goal
18 enhanced security and stability at lower levels of forces,
after having eliminated the present asyssetries. We seek the
early establishment of a comprehensive, effectively verifiable

and truly global ban on chemical weapona.

B. Genuine peace cannot be establisghed solely by arma
control. It must be firmly based on respect for fundamental

human rights. We urge the Soviet Union to move forward 1in
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ensuring human dignity and freedoms and to implement fully and
atrengthen substantially its commitments under the Helsinkl
process. Recent progress wust be enshrined in law and
practice, the painful barriers that divide people must come

down, and the obstacles to ewmigration must be removed.

9. We pay especial attention to the countries in Eastern
Eurcpe. We encourage them to opeén up their economies and
socleties, and to improve respect for human rights. Ia thia
context we support the continuation and strengthening of the

Helsinki process.

10. We take positive note of Eastern countries' growing
interest in ending their economic isolation, for example in the
gatablishment and development of relationa with the European
Comnunity. Emsst-West economic relations can be expanded and
gerve our common interests o long as the commercial basis is
gsound, they are conducced within the framework of the basie
principles and the rules of the international trade and
payments system, and are consistent with the security

interests of each of our coumtries.

TERRORISH

11, We strongly reaffirm our condemnation of terrorism inm

all 1ts forme, including the taking of hostages. We remew our
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commitment to policlies and measures agreed st previous Summits,

{n particular those agalnst state-sponscred Eerrorism.

e We gtrongly condemn recent threats te alr security, in
particular the destruction of & Korean airliner and the
hijacking of a Fuwaitl alrliner. We recall the principle
affireed In previous declarations that terrorists must not go
unpunished. We appeal te all countries who are not party to
the Iinternational conventions on civil aviation security, in
particular the Rague Convention, teo accede to those

conventionss

13, Ve express support for work currently under way in the
International Civi]l Aviation Organfization aimed at
strengthening international protection against hijackings. We
welcome the most recent declaration adopted by the ICAQD Couneil
vhich endorses the principle that hijacked aircraft should not
be allowed to take off once they have landed, except in

circumstances as specified in the 1ICAD declaraticom.

154, We welcome the adoption this year in Montreal and Rome

of two international agreements on aviation and maritice

gecurity to enhance the safety of travellers.

15. We reaffirm our determination to continue the fight
againet terrorism through the application of rule of law, the
pelicy of no concessions to terrorists and thelr sponsors, and

intarnational cooperation.
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NARCOTICS

16, I11lcit narcotics trafficking poses grave risks to the
peoples of Summit countries as well as the peoples of source and
transic countries. There 18 an urgent need for {msproved
international cooperation in all apprepriate fora on programs to

counter all facers of the 1llieir drug problem, in parricular

production, trafficking, and financing of the drug trade. The

complexity of the problem requires additional international
cooperation, in particular te trace, freeze and confiscate the

proceeds of drug traffickers, and to curd money laundering.

17, We supported the Iinitiative of the Government of the
Unfted States for a special task force to be convened of officials
from Summit countries concernmed with the fight against narcotiea.
This task force should propose methods of improving cooperation inm

all areas including national, Bilateral and multilateral efforts.

19, We look forvward to the successful negotistion in Vienna

in November of a United Mations Convention on {1licic trafficking.
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EAST-WEST DECLARATION

| We the leaders of our seven countries, and the
representatives of the European Community, upheold common
principles of freedom, respect for Iindividual rights; and ths
deslre of all men to live Iin peace under the rule of law. OQur
peoples stand in solidarity within the framework of our
exlieting alliances for the cause of freedom, Eto safeguard
democracy and the prosperity which it haes produced. Im our
discusslions we considered how these goals and values could be
pursued in the fields of foreign affaire, particularly with

regard to East-West relati{ions.

i We confirmed our belief in constructive and realistie

dialogue and cooperation, Iincluding arms control, human rights
and reglonal issues as the way to build stability betwveen East

and West and enhance security at lower levels of arms:. We also

reaffirmed that for the.fo¥_~ sable future nuclear deterrence -

and adequate conventiconal strength sre the guarantees of peace

in freedom.
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; In severadal important respecte changea have taken place
in relatlons between Western countries and the Soviet Union
gince we last met. For our part this evelution has come about
because the industrialized democracies have been strong and
united. In the Seviet Union greater freedom and openness will

offer opportunities to reduce mistrust and build confidence.

Each of us will respond posltively to any such developmenta.

G We call upon the Soviet leadership to play a
responsible role on issues of common concern. We welcome the
beginning of the Soviet withdrawal of its occupation trocops
from Afghanistan. It must be total and apply to the entire
country. The Afghan people must be able to choose their
government freely. Each of us confirms our willingness to make
our full comtribution to the efflorts of the International
community te ensure the return of the refugees to their
homeland, thelr resettlement, and the reconstruction of thelr
countrys We now look to the Soviet Uniocn to make a
constructive contribution to resolving other regional comflicts
as well.

2 = ii_f' - -
. Einece our last meeting, progress has been made between

the United Scates and the Soviet Unlon in sgreeimg to rudqpt
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nuclear weapong in a manmer whiéh accorde fully with the
gecurity intereste of sach of our countries. The INF Treaty,
the direct result of Western firmmness and unity, Is the first
treaty ever actually to reduce nuclear arms. It sets vitally
important precedents for future arms control agrecmemnts:
gaymmetrical reductions and intrusive werificaction
arrangemeéntsas We now look for deep cuts inmn U.5. and Sowviet
strateglie offensive arms. We congratulate President Reagan on
what he has already accomplished, along with General 3ecretary

corbachev, towards this goal.

b Nonatheless, the massive presence of Soviet
conventional forces in Eastern Eurcpe, the ensuing conventional
guperdiority of the Warsaw Pact, and its capacity to launch
surprise attacks and large mcale offensive operaticons, lie &t
the core of the security problem in Europe. The Soviet
milictary buildup in the Far East is equally a major source of
instability in Asia. These threats must be reduced, Our goal
is enhanced security and stability at lower levels of forces.l

We seek the early establishoment of a comprehensive, effectively

verifiable and-truly global ban on chemical weapons.
e

FEGC would like to add the following sentence at this
poliat: - i
"We pnoted the statement of Soviet Foreign Minister
Shevardnadze in his address to the United Nations
Speclal Assembly on Disarmament concerning
conventional arme contreol in Burope which should be
confirmed at the conference table.”
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fa Genuine peacea cannot be esztablished solaly by arms
contral. It must be Firmly based on reapeet for fundamental
human righte. We urge the Soviet Unien te move forwvard in
ensuring human dignity and freedoms& and te implement Ffully and
strengthen substantially 1ts commitments wnder the Helsinki
process. Recent progress must be Institutionalized, the

painful barriers that divide people must come down, and the

obscacles to emigration must be removed.

B We pey special attentionm to the countries in Eastern
Euvrope. We encocurage them to open up thelr economles and
gocieties, and to lmprove respect for human rights. In this
context we support the continuation and strengthening of the
Helsinki process.

9. We take positive note of Eastern countrieg'’

growving
interest In ending thelr economic 1solation; Eor exapple In the
establishwent and development of relations with the Eurcpean
Community. East-Weat economiec relationz cam be expanded and
gerve our common interests s$o0 long as the copmercial basis is
sound; they are conducted within the framework of the basic

= e e . &
principles and the rules of the international trade and

payments system, and are consistent with [our ruspagtivE]E

security interests.

French researve
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MIDDLE EAST

1f leaders wish to have text on the Middle East, paragraphs 1

and 2 are agreed.

1. We express our deep concern at the increasing
instability in the Hear East., The current vioclence In the
Occupied Territories is a clear sign that the status gquo is not
sustainable. An early negotiated settlement to the underlying
Arab/lsraeli dispute is essential. We declare our support for
the convening of a properly structured inteéernational conference
ag the appropriate framewvork for the necessary negotlations
between the parties directly concarned. In this perspective we

galute current efforte saimed at achleving a settlement,

including the initiative pursued by Mr. Shultz since February.

We urge the parties to cooperate fully in the search for a

solution.

——
LB L

2. We have pursue®d d%;:iansultafinnélahnﬁ: the continuing
war between Iran and Iraq, which remains a source of profound
concern to us. We reaflfirm our support for S&uurit;.Cnunczl
Fesoclution 598, which was adopted unanimously. We express our
warm appreciation for the sfforts of the Secretary General to
work for a2 settlement on thie bhzsls and relterate our

determination to ensure implementation of this mandatory

resoluotion by a follow=-up resolution [i{f compliance cannot
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determination to ensure implementation of this nandatory

regolution by & follow-up rescolution [1f compliance canmnot

be secured.]l We condemn the use of chemical weapons by

either party, deplore proliferation of balliscic missiles in

the region, and repnew aur commitment te wuphold the principle

freedom of navigetion in the GulE.

UV.8: reserve
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If leaders wish to have text on terrorlsm, the following

paragraphs are agreed language.

1 We strongly reaffirm our condemnaction of terrorlsm in
all its forme, including the taking of hostages. We renew our
commitment to policies and measures sgreed at previous Summits,

in particular those against state-spongored terrorism.

AR We strongly condemn recent threats to alr security, in
particular the destruction of a Korean airliner and the
hijacking of 2 Kuwaiti airliner. We recall the principle
gffirmed Iin previous declarations that terrorists must not go
unpuniahed. We appeal to all countries who are mot party to
the internationel conventioms on ciwvwil aviation security,; in
particular the Hague Convention, to accede to those

conventlions.

- i ..

1. We express support for work currently umder way in the

- - =3 -«

International Civil Aviation Organization aimed at
gtrengthening international protection agalingt hijackings. WHe
welcome the most recent declaration adopted by the ICAD Counecil

[which endorses the principle that hijacked aircraft should not
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be allowed to take off once they have landed, except fin certaln

specifiec circumstances.]|

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

gecurity to enhance the safety of travellers.

5 We resffirm our determination to continue the fight
againat terrorism through the application of rule of law, the

policy of ne concessions to terroriste and their sponsors, and

international cooperation.

FRG, Fraoce, and Italy have reservatlons
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NARCOTICS

Il1licit narcotlieca trafficklng poses grave rilsks Eo the peoples of
Sunmit countries as well as the peoples of source and transit
countries. There is an urgent need for improved international
coopearacion in all appropriate fors on programs to counter all
facats of tha f111ic¢it drug problem, in particular, production,
trafficking, and financing of the drug trade. The complexity of
the problem requires additional international approaches, including
reinforcement of multilateral co-cperation. In this respect, we
look forward to the successfuol negotiatiom inm Vienna in November of

a United Wations Convention on fllicit trafficking.

We supported the initiative of the Government of the United States
for a speclal task force to be convened of offlelals from Summit
countries concerned with the fight against narcotics., This task

force should propose methode of improving cooperation in all areas

inecluding naticnal, bilateral and 101!iailﬂtﬂl efforcs.
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CAMBODTIA

A5 the recent message from Prince Sihancuk hazs reminded
us, the continuing Cambodian conflict and the suffering of

the Cambodian people i3 of deep concern. [We condemn

Vietnam's illegal occupation of Cambodia]” and join the

vast majority of the nations of the vworld in calling for
the prompt withdrawal of all Vietnamese troops. We
supporkt a political settlement in Cambodia which will
provide for Cambodian self-determination and lead to the

re-emergence of a free and independent Cambodia.

= French reserve
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SOUTHERN AFRICA

We declare our abhorrence of apartheid, which must be
replaced through a process of genuine pational negotiations by
a non-racial democracy. We deplore the continuing erosion of
fresdoms and democratic values in South Africa, in particular
the repnawal of the state - of emergensy, the harsh censorship
regime, and the prohibition of virtually all peaceful
opposition to apartheid. We are copncerned about legislation
designed to deprive anti-apartheid organisations of overseas
aid., Implementation of such legislation would place severe

strains on the relations each of us has with South Africa.

[We note the positive elements in President Botha's
speech of April 21, 1988 and, on that basis, look for a return

to the path of reform in South Africa. ]

We recognize bthe need for more effective coordination
of positive measures that support democratic forces which can
provide black South Africans with economic leverage and the
skills that will empower them to bring about a peaceful end to

apartheid,

We call for the release of all political prisoners.
All legal options available in South Africa should be used to
prevent the death penalty imposed on the Sharpeville 5ix from

Beéing carried ouk.




[We confirm our support for the efforts by SADCC
(Southern African Development Coordinatisn Conference) members
to develop and strengthen their economies. ] We attach
particular importance to the return to peace and stability in

Mozambigue.

We were upanimous in our Support for current
negotiations seeking national reconciliation within Angola and
an end to the Angola/Mamibia conflick. We strongly endorse the
goal of reaching by September 29, 1988, the tenth anniversary
of the UN Security Council Resolutiom 4135, full agreement among
all the parties on implementation of that resolution for the
independence of NWamibia and on complete withdrawal of all

foreign forces from Angola.
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SOUTH AFRICA

We declare our abhorrence of apartheid, which must be replaced
through a process of genuine naticnal negotliations by a non-—

racial democracy.
We expressed our urgent opinion on three particular matters:

(1) all legal options availahle in South Africa should

be used to secure clemency for the Sharpeville Six.

i2) the enactment of legislaticn designed to deprive
anti-apartheid organisations of overseas aid would place
severe strain on the relations each of us has with South

Africa.

(3) we strongly support the current negotliaticons
seeking national reconciliation within Angola, an end to
the Angola/Namibia conflict, and early implementation of

UN Security Council Resolution 435.
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