CONFIDENTIAL

10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary

4 July 1990

HOUSTON ECONOMIC SUMMIT:
PRIME MINISTER'S OPENING STATEMENT

Thank you for your letter of 29 June
about the Prime Minister's draft opening
statement at the Economic Summit. T have put
the point about the paragraph on the
objective reference standard to the Prime
Minister, and she has agreed to drop it.

I am copying this letter to Stephen wWall
(Foreign and Commonwealth Office), Nigel
Wicks (HM Treasury) and Sonia Phippard
(Cabinet Office).

John Gieve, Esqg.,
HM Treasury.
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10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary

4 July 1990

T Sl

The Prime Minister has signed the enclosed reply to
President Bush's message of 26 June about the handling of trade
and environment issues at the Houston Economic Summit. I should
be grateful if you could telegraph the text to Washington for
delivery today, before the President leaves for Europe.

ECONOMIC SUMMIT

I am copying this letter and enclosure to John Gieve and
Nigel Wicks (HM Treasury), Martin Stanley (Department of Trade
and Industry), Phillip Ward (Department of the Environment) and
to Sonia Phippard.

D. POWELL)

Stephen Wall, Esq.,
Foreign and Commonwealth Office.
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Instructions for completion of Dummy Card

Use black or blue pen to complete form.

Use the card for one piece or for each extract removed from a different
place within a piece.

Enter the department and series,
eg. HO 405, J 82.

Enter the piece and item references, .
eg. 28, 1079, 84/1, 107/3

Enter extract details if it is an extract rather than a whole piece.
This should be an indication of what the extract is,

- eg. Folio 28, Indictment 840079, E107, Letter dated 22/11/1995.
Do not enter details of why the extract is sensitive.

If closed under the FOI Act, enter the FOI exemption numbers’applying
to the closure, eg. 27(1), 40(2).

Sign and date next to the reason why the record is not available to the
public ie. Closed under FOI exemption; Retained under section 3(4) of
the Public Records Act 1958; Temporarily retained; Missing at transfer
or Number not used.




Unofficial translation

His Excellency

Mr. George BUSH

The President of the United
States of America

Dear Mr. President,

Addressing this message to you as Chairman of the Sixteenth

Economic Summit of the Seven's leaders due to be held in Houston,

;pd through you, to its other participants, I wish to continue
the discussion of the general problems of the world's development

and of ways of getting our economies closer together.

The time which has elapsed since the Paris summit has been
filled with developments of truly historic proportions. At the
political level, a great deal has been done in terms of
overcoming the divisions in the world. The division of Europe
is becoming a thing of the past. The antagonism between .the
blocs and the superpowers is giving way to relations of
partnership and cooperation.

Disarmament processes are gaining strength, which not only
makes the world safer, but is creating a solid foundation for
a sustained development of the world economy.

Overcoming the economic division of the world is now the
order of the day. What needs to be done is achieving
compatibility between different economic mechanisms and creating
new cooperative structures. The decisions of the Bonn conference
on economic cooperation and the establishment of the European
bank for reconstruction and development are going in this
direction.




The granting to the Soviet Union of the observer status
in GATT is cause for satisfaction. It is a real step toward
ecohomic openness. The Soviet contacts with the International
Monetary Fund, the World Bank, and the Organization for Econonmic
Cooperation and Development are on the increase. The agreement
between the USSR and the European communities on trade and
commercial and economic cooperation, concluded last December,
has begun to operate. The recent US-Soviet summit in Washington
saw a genuine "breakthrough" in economic matters.

It is important that the rapprochement between East and
West 1s not taking place in isolation from the rest of the world
and that it is contributing to shaping universal principles
of economic comity of all states, including developing countries,
which was stipulated in the decisions of the Eighteenth Special
Session of the UN General Assembly.

Looking back at the year past, we believe that the Soviet
leadership has been doing everything in its power in order to
buttress its new policies with concrete actions both at home
and abroad.

Today, the USSR is going through a most critical stage
in perestroika. It involves breaking the obsolete economic
structures and a transition to market economy. Without these
radical steps, further renewal of our society will be impossible.

At present, the Soviet leadership is looking for ways of
supplementing the internal transformations with outside financial
and economic support. These efforts are directed toward securing
credit assistance, attraction of foreign capital, transfer of
managerial experience, personnel training, and include other
measures conducive to creating a competitive economy.

The first contacts in this regard have taken place, and
by and large we are finding understanding.

Perhaps, it would be possible to talk about working out

long-term agreements on large-scale credit and investment
cooperation which in effect would be a serious factor of




stabilization and a transition to the market economy in the
USSR. Establishment of a specific program of cooperation -
eventually mutually beneficial cooperation - would best serve

this objective.
I feel that a sustained economic dialogue between the USSR
and the Seven would contribute to that as well,

Sincerely,

Mikhail GORBACHEV

Moscow, Kremlin
July 4, 1990




CONFIDENTIAL

&_ Foreign and Commonwealth Office
ARG

Lanied London SWIA 2AH

3 July 1990

Houston Economjc Summit
Pios
Your letter of June to Nigel Wicks asked for a draft
reply to the message from President Bush to the Prime Minister:
as agreed with Nigel, I enclose a draft. These points are
also covered in briefing which we will be providing for the
Prime Minister's bilateral meeting with President Bush in the
margins of the NATO Summit.

Although we know that President Bush's letter went to
all Summit participants, we suggest that the Prime Minister's
reply should go to President Bush alone.

I am copying this letter and enclosure to Nigel Wicks,
John Gieve (HMT), Martin Stanley (DTI), Philip Ward (Department
of the Environment) and Sonia Phippard (Cabinet Office).

EN/N

(J s wall)
Private Secretary

C D Powell Esqg
10 Downing Street
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