PRIME MINISTER

YOUR PRESS CONFPEREMCE

Your press conference will be held in & large conference room
only a short walk from the delegation cffice where you have

debriefed us.

It 15 a good room and; while it will be crowded, it should
be uncomfortable.

I have arranged for you to give radio and TV interviews in

adjoining room which again 1s good by Summit standards.

I expect vou will be asked to do 5 radic and TV interviews

BEC TV and radlo; ITH; IEN: and TV AM.

This has been an altogether too harmonious conference for the
medla who, finding no blood on the floor, have been saved by
arrests of Irish men and the terroriam and drugs element of

the political declaration.

Economlec success and reasonable accord over debt have proved

dull fare and they have so far been frustrated over agriculture.

They have tried to play a little on fears of inflation and they
will seek a reaction from you to today's increase in the

Bundesbank rate.

There will also be some interest into trylng to prise more out
of you on British Aerospace/Rover and submarines for Canada. It
is also possible they will try to discredit the declaration con

terrorism.

On BAe/Rover I have refused to go beyond saying you called on
M. Delors for an early positive decizsion from the Commizsion.
On submarines I have merely said that you will no doubt encourage

Mr Mulroney on Wednesday to buy the superior British technology.




Against all this background, it is important that you sell the
success of this Summit firmly and forthrightly and the attached
draft ocpenling statement =seeks to do that.

The Foreign Secretary and Chancellor will joln you on the platform.
The media may well try to ocpen up divisions between you and
your Ministers, but on exchange rates the phrase "excessive
fluctuation of exchange rates" is of course wvery waluable in

Para £ of the communique.

I will call the guestions and will close the press conference

after 30 minutes.

The sooner after 4pm that you ¢an start your press conference
the more you will get on evening television in London - 4pm here

equals 9pm London time.

{(BEERHARD THGHAHN)
21 June 1988




DRAFT OPENING STATEMENT 1 PRIME MINISTER'S PRESS CONFERENCE

This has been a highly successful and well organised Summit in a
splendid city and I would like to thank and congratulate Brian
Mulroney Lor the excellent way he has presided over our discussion.
BEe must be delighted, as I am, with the outcome.

1 would also like at the cutset to mark President Reagan's last
Summit by saying that he could not have had a better ona. I[is

final Summit has underlined the success of the economic peolicies
we have pursued in the second cycle of Summit meetings in which

he has played such an important part.

We are enjoyving unprecedented economic success = the longest
continuous period of growth since the war. This stems from the
co-operation and common sense of purpose between the Summit countries
during the 1980s in applying sound economic policlies,containing
inflation and promoting efficiency, enterprise and competition.

Eo the task confronting the Toronto Summit has been to lay the
foundations for maintaining this rising prosperity and greater

individual freedom into the 199%0g.

Thiz in turn has meant reaffirming our commitment to continue
sound policies which are delivering the goods and resolving to
tackle the outstanding problems which remain with us.

So the very clear message which goes out from Toronto is one of
confidence coupled with a commitment to build on and reinforce

Our SUCCEesE .

I fully appreciate that all this does not give the media a lot
to write about. Success, however hard to come by, does not make
news. But it does make for a better world and I believe that
Summits have played an important part in improving the lot of

billions of peopla.




In charting our course for the future, we in the UK have given a
strong lead on a whole range of issues:

by stressing the need, in order to secure a more open world
trading system, for a successful Uruguay round = and a

guccassful mid-term meeting in Montreal this December;

by calling for the strengthening of GATT as a means of
ensuring that protecticnism is indeed rolled back;

by helping to generate a political impetus to freeze and

then run down agricultural protectionism; and Epﬁ_l&aﬁt

through the Chancellor of the Exchegquer, by developing
a major new initiative to reduce the debt burden on the
poorest Third World countries.

As the Communigue shows, we have been very successful in all these
efforts.

Toronto has set us on course for:
promoting freer trade and reducing protectionism;
rolling back agricultural subsidies;
helping the poorest natione - both direectly through write oZfs
or debt relief, and by reducing agricultural support in the
industrialised countries.
Elsewhere I am very pleased to say that, with wholehearted British
support, the Summit has sharpened up the attack on terrorism and,

more particularly on air piracy, and on drug trafficking.

I look forward to an ever-widening network of agreements to enable
countries to get at the ill-gotten gains of the drug barons through




measures pioneered in the UK, to seize their funds and outlaw
money laundering.

S0 a very succesSsful summat indeed. We now embark on a third

cycle of Economic Summits. I hope that in 1935 we shall leave

Canada as confident, united and determined as we do In 1983.
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TORONTO ECONOMIC SUMMIT

Economic Declaration

1. We, the Heads of State or Government of seven major
ipdustrial nations and the President of the Commission of the European
Communities, have met in Toronto for the feourteenth annual Economic
Summit. We have drawn lessons from the past and loocked ahead to the
future.

2, Over the past fourteen years, the world economy and economic
policy have undergone profound changes. In particular, the
information-technology revolution and the globalization of markets
have increased economic interdependence, making it essential that
governments consider fully the international dimensions of their
deliberations.

3. We observed a sharp contrast between the 1970s and 1980s.
The former was a decade of high and rising inflation, declining
productivity growth, policies deminated by short-term considerations,
and frequently inadeguate internatiocnal policy cooperation. In the
1980s inflation has been brought under control, laying the basis for
sustained strong growth and improved productivity. The result has
been the longest period of economic growth in post-war history.
However, the 1980s have seen the emergence of large external
imbalances in the major industrial economies, greater exchange rate
volatility, and debt-servicing difficulties in a nunber of developing
countries. Our response to these developments has been an increased
commitment to international cooperation, resulting in the intensified
process of pelicy coordination adopted at the 1936 Tokyo Summit and
further strengthened at the Venice Summit and in the Group of Seven.

4. Summits have proven an effective forum to address the issuas
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 medium-term framework for the
development and implementation of economic policies, and a commitment
to improve efficiency and adaptability through greater reliance on
competitive forces and structural reform. Over this period we have
also 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 deal with the
serious nature of the world agricultural problem.




= Since we last met, our economies have kept up the momentum of
growth. 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 Pis
optimism, but not for complacency. To sustain non-inflationary growth
will require a commitment to enhanced cooperation. This is the key to
credibility and confidence.

INTERNATIONAL ECONOMIC POLICY COOPERATION

Macroeconomic Policies and Exchange Rates

6. The Tokyc and Venice Summits have developed and strengthened
the process of coordination of our econcmic policies. Pevelopments in
the wake of the financial strains last October demonstrate the
effectiveness and resilience of the arrangements that have emerged.
The policies, the short-term prospects, and the medium-term objectivas
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 indicater., The progress
in coordination is contributing to the process of furthar improving
the functioning of the international monetary system.

7 Fiscal, monetary and structural policies have been undertaken
to foster the adjostment to more sustainable economic and financial
positions in the context of non-inflationary growth. Efforts in those
directions, including continued reduction of budgetary deficits, will
continue, A\ We reaffirm our determination to follow and, wherever
feasible, strengthen our agreed strategy of coordinated efforts to
reduce the growth of 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,
however, will reguire not only our cooperative efforts, but also those
of smaller sconomies, including newly industrializing economies, with
large external surpluses.

a. The exchange rate changes in the past three years, especially
the depreciation 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 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 ba counterproductive by
damaging growth prospects in the world economy .




Structural Reforms

- International cooperation involves more than coordination of
macroeconomic policies., Structural reforms complement macroeconcomic
policies, enhance their effectiveness, and provide the basis for more
robust growth. We shall collectively review our Progress on
structural reforms and shall strive to integrate structural policies
into our economic coordination process.

10. We will continue to pursue structural reforms by remocving
barriers, unnecessary controls and regulations: increasing
competition, while mitigating adverse effects on social Jroups or
regions; removing disincentives to work, save, and invest, such as
through tax reform; and by improving education and training. The
specific pricrities that each of us has identified are ocutlined in the
attached Annex on Structural Reforms.

11. We welcome the further development of the OECD's surveillance
of structural reforms. Such surveillance would be particularly useful
in improving public understanding of the reforms by revealing their

impact on government budgets, consumer prices, and international trade.

2. One of the major structural problems in both developed and
developing countries iﬂlin the field of agricultural policies, It is
essential that recent significant poliecy reform efforts undertaken by —

a number of parties be continued through further positive action by
all Summit participafits. More market-oriented agricultural pelicies
should assist in thé achievement of important objectives such as
preserving rural areas and family farming, raising gquality standards
and protecting the environment. We welcome the OECD's increasad
emphasis on 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 global financial systen,
including securities markets.

MULTILATERAL TRADING SYSTEM/URUGUAY ROUND

14. A successful Uruguay Round will assure the integrity of an
open, predictable multilateral trading system based on clear rules and
will lead to trade expansion and enhanced economic growth., At Punta
del Este, Ministers committed themselves to 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, to strengthen the multilateral
trading system, and to allow for early agreement where appropriate,
Countries must continue to resist protectionism and the temptation to




In order to preserve a
favourable negotiating climate, the participants shounld
EGHBCIEHLIQEEIY lqglen&nt the cmmm1*ments to standstill and rollback
that they have taken aL_Funta del Este and subsequent international
mﬂ&tlngs, b

e R e—g
15. We |welcome the JFree Trade Agreement between Canada and the
USAL* We alsm welcoma the steady progress towards the target of the
EurSpean Community lﬂ?:mmplate the internal market by 1992. It is our
policy that these developments, together with other moves towards
regicnal cooperation in which our countries are invelved, should
support the open, multilateral trading system and the liberalizing
impact of the Uruguay Round.

1&.

It is vital ®hHat €he GATT become a more dynanlc and effactive
organization, particularly in regard to the surveillance of trade
policies and dispute gettlement procedures, with greater Ministerial
involvement, and strengthened linkages with other international
organizations., OATT disciplines must be improved so that members
accept their obligations and ensure that disputes are resolved
speedily, effectively and equitably.

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 their importance in intsrnational trade
and in the internaticonal adjustment process, as well as with their
respective stages of development. Egually, developed countries should
continue to strive to ensure more open markets for the exports of
developing cuuntriea. —

—— S

18. In agriculture, coptinued pelitical impetus is essential to
underpin the politically difficult efforts at domestic policy reform
and to advance the egually difficult and related process of
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-Tern Rewiew in
Montreal in December, 1988 adds Impetus to the negotiations in this as
in other fields, | We support efforts to adopt a framework ‘approach,
including short as well as long-term elements which will promote the
reform process as laupched last year and relieve current strains in
agricultural markets.,) This would be facilitated by a device for the
measurement of support and protection. Also, ways should be developed
to take account of focod security and social concerns. [Any short-term
measures would need to be a step forward in line with long-term
goals.] [To move the issue forward, our negotiators in Geneva should
develop a framework approach which includes short-term options
consistent with agreed upon long-term objectives so that Ministers can
take decisions at the Mid-Term Review concerning reduction of trade

* Rasarve of Canada




distortive measures of agricultural policies.] The objective of the
framework approach would be to make the agricultural sector mnre
respﬂnsivc to market signales.— = el

19. 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 te the trading world. The greatest possible advance
must be made in all arsas of the negotiations, so as to reach before
the end of the year the stage where tangible progress can be
ragistered. To this end, we support efforts to adopt a framework
approach on all lssues In the negotiations, i.e. reform of the GATT
system and rules, market access, agriculture and new issues (such as
trade in services, trade-related intellectual property rights, and
trade-related investment measures). For our part, we are committed to
gensure that the Mid-Term Review establishes a so0lid base for the full
and complete success of the negotiations, in accordance with the Punta
dal Este Declaration.

20. We all recognize the critical and expanding role of
international investment in the world econcmy and share a deap concern
that increased protectionism would undermine the benefits of open
investment policies, We resolve to progressively liberalize
international investment policies and urge other countries to do
likewise,

NEWLY INDUSTRIALIZING ECONOMIES

21. Certain newly-industrializing economies (NIEs) in the
Asia-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 trable 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 and cooperative
efforts in the near term between the industrialized countries and the
Aeian HIE=s, as wall as the other outward-oriented countries in the
region. The dialogue and cooperative efforts could centre on such
policy areas as macroeconomic, currency, structural and trade to
achieve the interpnational adjustment necessary for sustained, balanced
growth of the world economy. We encourage the development of informal
processes wWwhich would facilitate multilateral discussions of issues of
mutual concern and foster the necessary cooperation.




DEVELOPING COUNTRIES AND CERBT

22, The performance of developing countries is increasingly
important to the world economy. Central to the prospects of the
developing countries are a healthy global econonic environment and an
open trading system, adequate financial flows and, most important,
their commitment to appropriate economic reform. The problems of many
heavily-indebted developing countries are a cause of economic and
political concern and can be a threat to political stability in
developing countries [such as the Philippines] which are making a
difficult transition to democracy and merit our gspecial attention.

Middle-Income Countries

23, 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 market-oriented,
growth-led strategy based on the case-by-case approach remains the
only wviable approach for overcoming their esxternal debt problems,

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

25, Official financing has played a central role in the debt
strategy through the Paris Club (US £73 billion of principal and
interest have been consolidated since 1983) and the flexible policies
of export credit agencies. The international fipancial institutions
will continue to have a pivotal role. We endorse the recent
initiatives taken by the International Meonetary Fund to strengthen its
capacity to support medium-ternm programs of macroeconomie adjustment
and structural reform and to provide greater protection for adjustment
programs from unforeseen external devaelopments. We strongly support
the full implementation of the World Bank's US $75 billion General
Capital Increase to strengthen its capacity to promote adjustment in
middle-income countries. We also support greater awareness by
international financial institutions of the environmental impact of
their development programs.

26. Commercial banks have played an important role in supporting
debtor countries' reform efforts through an expanded menu of financing
options which has facilitated the channelling of commercial bank
lending into productive uses., Their continued involvement is
indispensable 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) scurces in support of debtor
countries' adjustment programs.




27. We note that in recent years there has been increasing
recourse to innovative financing techniques. The important
characteristics of these technigues 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 menuy
approach and the encouragement of innovative financing technigues to
improve the quality of new lending, but particular initiatives would
have to be carefully considered.

28. Intern;timnal direct investment plays an important rele in
spurring economic growth and structural adjustment in developing
countries., Thus it contributes to alleviating debt problems.

Developing countries should welcome and encourage such investment by
creating a favourable investment climate,

Debt of the Foorest

29, An increase in concessional resource flows is necessary to
especially in cases where it is axtremely difficult for them to
burden of these countries has bheen encouraging. Paris Club creditors
are rescheduling debt at extended grace and repayment periods. In
addition, the recant enhancement of the IMF's Structural Adjustment
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. Out
of this total, US $15 billion 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 that are undertaking
internationally-approved adjustwent programs, We have achieved
consensus on rescheduling official debt of these countries within a
framework of comparability that allows official creditors to choose
among concessional interest rates on shorter maturities, lenger
repayment periods at commercial rates, partial write-offs of debt
service cbligations during the consolidation period, or a combination
of these options. This approach allows official creditors to choose
options consistent with their legal|or budgetary constraints. The
Paris Club has been urged teo work out necessary technicalities to
ensure comparability by the end of this year at the very lateat. This
approach will provide benefits over and above the impressive
multilateral agreements to help the poorest countries over the past
year. On a bilateral basis, several creditor governments have already
taken action to write off the principal of ODA loans or to relieve
future servicing of these loans, while other countries continue to
maintain a high grant element in their assistance to the poorest.
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ENVIRONMENT

J1. We agree that the protection and enhancemant of the
environment is essential, The report of the World Commission on
Environment and Development has stressed that environmental
considerations must be integrated into all areas of economic
policy-making if the globe is to continue to support humankind., We
endorse the concept of sustainable development,

37. Threats to the environment recognize no boundaries. Their
urgent nature reguireg strengthened international cooperation among
all ecountries. BSignificant progress has been achieved in a number of
anvironmental areas. The Montreal Protocol on Substances that Deplete
the Ozone Layer is a milestone. All countries are encouraged to sign
and ratify it.

3. Further action is needed. Global climate change, air and
water pollution, acid rain, hazardous substances, deforestation, and
endangered species require priority attention. It is, therefore,
timely that negotiations on a protocol on emissions of nitrogen oxides
within the framework of the Geneva Convention on Long-range
Transboundary Air Pollution be pursued energetically. The efforts of
the United Nations Environment Program (UNEP) for an agreement on the
transfrontier shipment of hazardous wastes should alss be encouraged
as well as the establishment of an inter-governmental panel on global

climate change under the auspices of UNEP and the World Meteorolegical
Organization (WMO). We also recognize the potential impact of
agriculture on the environment, whether negative through
over-intensive use of resources or positive in preventing
desertification. We welcome the Conference on the Changing Atmosphere
to be held in Toronto next weak,

FUTURE SUMMITS

34, We, the Heads of State or Government, and the representatives
of the Eurcpean Community, believe that the Economic Summits have
strengthened the ties of sclidarity, both political and economic, that
exist between our countries and that thereby they have helped to
sustain the values of democracy that underlie ocur economic and
political systems, Our annual meetings have provided the principal
opportunity each year for the governments of the major industrialized
countries to reflect, in an informal and flexible manner, upon their
common responsibility for the progress of the world economy and to
resolve how that responsibility should have practical manifestation in
the years ahead. We believe that the mutual understanding engendered
in our meetings has benefitted both our own countries and the wider
world community. We believe, too, that the opportunities afforded by
our meetings are becoming even more valuable in today's world of
increasing inter-dependence and increasing technological change. We
have therefore agreed to institute a further cycle of Summits by
accepting the invitation of the President of the French Republic to
meet in France, July 14-16, 1983.
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OTHER 1SSUES

HUMAN FRONTIER SCIENCE PROGRAM

1

We note the successful conclusion of Japan's feasibility study
on the Human Frontier Science Program and are grateful far the
opportunities our scientists were given to contribute to tha
study. We lock forward to the Japanese Government's proposal
for the implementation of the program in the near future,

BIDETHICS

.

We note that, as part of the continuing review of the ethical
implications of developments in the life sciences, the Italian
Government hosted the fifth conference on bicethics in April

1988, and we welcome the intention of the European Communities
to host the sixth conference in the spring of 1989,




ANNEX ON STRUCTURAL REFORMS

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. Structural reform measures are being put into place in
the framework of the Communities’ program for a unified internal
markaet by 1992; including full liberalization of capital
movements; removal of physical, administrative and technical
barriers to allow the full mobility of persons, goods and
gervices and an improvement of competition policy. However, fiil]
achievement will depend on complete and timely implementation of
the mecasures and on complementary policies including those in the
fields of regicnal, social and environmental policies and of
technological co-cperation.

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 leval of education and professional training and development
for workers, and with major improvements in the functioning of
financial markets in order to facilitate the financing of the
economy at the lowest possible cost,

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 publie
gactor afficiency.

In the United Kingdom, there has already been a substantial
program of tax reform, trade union law reform, deregulation,
opening up of markets and privatization of state industries.
This will continue. PFurther measures are being intreoduced to
improve both the gquality of education and the flexibility of the
housing market.

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

For the United States, where recent indications that the
declining trend in private savings may have bottomed ocut are
encouraging, it 1s nonetheless a priority to increase incentives
to save. Also tha 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
libaralization of the financial services sector, and, most

important, the implementation of the Free Trade Agreement with
thae United States.







