
r*n,l+

CONFID[í{TlÉ\L
{Circuiate unde¡ cove¡- ancl

nolify REGISTRY of movement)

ß""^*:#¡+¡rr.
¿"å* : ea lt\ta-

PO -cH ,/eÊr.,/o()63

ililtil1ilililtilililtilllllililil
P.ê.R.IF .A.

-!!îY+e'i @Ð P*"-t
\¡ER.S.A.IL,LtS tCOßÍOll¡-C
sIJD4r{trlr.Jtt\rt irttIJY L9a2

fl?
Ll}c3c3
-¡--(.I}

*É--c-)
I

C}rr_

D^sçasaf )r"¿'cct-,s I eS "l<Át,j

2< ) +þr,<T
t*-rY-cft-





G¡ì 1jç'.Ë t0ii ¡ l-üEi,iTl,:.1
F

æN Ft DEi,tTl AL L e-ur_r_l
FM LUXEMBOURG 26T5ÉÓ2 APR EZ

Tg tMMEDT ATE Fco

TELEGRA¡,1 NUMtsER 59 OF 26 APR IL 1982

lNFo l¡'rt4EDlATE pARl s BoNN þJASH tNGToN t< j " ,(< ¿í

INFO SAVING BRUSSELS COPENHAGÉN THE HAGUE ROMT DUBLIN

LUXAlBOURG ATHENS

PREPARATI0NS FOR VERSAILLES EC0NOMl C SUMHIT¡

I NTERN ATIO}t AL MON ETARY SYSTS{

FOLLOIdI NG FROM HANCOCK

SUMM ARY

1. THE,POSSIBILITY OF ¡}I IN¡TI AT¡VE ON THE INTERNATIONAL

MONETARY SYSTÐ'I IJAS DI SCUSSED AT THE SECOND DAY OF THE

PREPARATORY DI SCUSSIONS FOR THE ECONOI4I C SUMMIT AT RA}4BOUILLET

ON SUIIDAY 2' 
',PR¡L. 

THE UI{ITED KINGDOM WAS REPRESENTED BY

CoUzEils (TREÁSURY) BRIDGES (fco¡ A¡lD HANcccK DEPUTISING FgR

ARIISTRoNG. IT I,/AS AGREE.D THAT A¡I EFFORT SHOULD BE MADE fO

F¡ND A BASIS FOR ACTION TO IMPROVE THE },ORK¡NG OF THE INTER-

NATtoNTL MonETARy SysTEM AS PART oF THE PREpARATIoNs FoR îHE

VERSAILLES SUMMIT. CAIiDESSUS, THE FRENCH DIRECIoR 0F THE

TREASURY, ì/ILL CIRCULATE A NOTE EXPLAINING FRENCH IDEAS TO

THE FIIIANCE MINI STRY REPRESENTAT¡ VES OF THÉ SEVEN COUNTRI.ES.

THIS UIIL BE DISCUSSED AT A DINNER TO BE ARRNGED IN PARIS

BY C¡}IDESSUS ON FRIDAY 14 HAY.

DETA¡ L

2. SPRINKEL (UNITED STATES) oPENED THE DISCUSSI0N BY SAYING

T}IAT THERE ì,¿ERE AT LEAST TKO PROPOSALS, ONE BY THE UNITED STATES

coNTAtNED tN A DocUMEliT HE HAD cIRcuLATED To THosE PRESENT,

A¡.¡D ONE SUGGESTED BY THE HOST COUNTRY. HIS IDEA WAS THAT THE

MAJOR COUNTRI ES SHOULD TRY HARDER TO DÊVELOP SUCCESSRJL POLI CI ES

FOR REDUC¡NG INFLATIOil THICH OVER TIME COULD BE EXPEcTED TO LEAD

LOWER IIITEREST RATES AI{D HICHER INVESTME}¡T AND ALSO TO GREATER

STABILITY ¡N EXCHNGE RATES. HE HOPEÐ THAT IT I'ÐULD BE POSSIBLE

IN SOME }rAY TO RËCONC¡LE THIS APPROACH 'IITH THAT SUGçESTED 3Y

FRAilCE. I

I

3. CA}IDESSUS SAID THAT HE THOUGHT THAT IT I.IAS AGREED THAT THE

PRINCIPLE OF STABLE BUT ANUSTABLE EXCHANGE RATES SHOULD BE

RESPECTED ÂND THAT MORE EFFO;ìT iSrOUt-O BE HADE TO PREVENT
¡

EXCESSIVE FLUCTIJATIONS. SUCH A POLICY HUST BE BASED ON

C0NVERGENCE OF ECoNOMIC P0!¡CIES AND NoT 0N MASSIVE INTERVENTI0N.

II¡ THE VI ËIi OF THE FRENCH GOVERNMENT PUBLIC OP.INION SHOULD BE

CCNVINCED THAT THE SUMMIT COUNTRIES WERE NOT COMPLACENT. CAI'IDESSUS

HAD THEREFORE HOPED THAT.AGREEMENT COULD BE REACHED ON THE

F0LL0t¡ll NG P0 I NTS r
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I. THÉ, SUI,IMIT CCUIITRIES AGRETÐ THAT STA3ILITY OF ÊXC'd,À]¡GE I*'lARKETS

\.IAS AIt ELÊYEIIT II¡ THEIR COi'4I'1Ci{ RÊSPONSIBILITY ¡

II. INTERVEì¡TION TO SECURÉ A CÛMPETITIVE ADVANTAGE SHOULD BE

EXCLU DED :

III, BUT THE SUI4¡|IT COUNTRIES DI D I{OT EXCLUDE ¡NTERVENTION h/HICH

}{AS CONSI STENT lfJITH THE !'lODI FI ED IMF ARTICLES ON FLOATING

EXCH AI,¡GE R ATES ¡

IV. THE COUNTRIES POSSESS¡NG THE FIVE CURRENCIES ¡N THE SDR

BASKET HAD A SPECIAL RESPONSIBILITY AND SHOULD BE SUBJECT TO

A.I.I ENHANCED DEGREE OF MULTILATERAL SURVEILLANCE¡

V. THERE SHOULD BE A STUDY AIMED AT THE RECONSTRUCTION OF

THE INTERNATIONAL MONETARY SYSTEM IN A MEDIUH-TERM PERSPÊCTIVE'

4. THE IMPLEHENTATION OF THESE PRINCIPLES ìdOULD REQTJIRE INCREASED

C0OPERATION HAVING THE F0LL0!/¡ltG ELÐlENTS¡

I. REGULAR CONSULTATION ON THE FUNDA}lENTALS Y'/HI CH SHOULD

D TERMINE EXCHANGE RATES INCLUDING INTEREST RATES¡

t I. EXCEPTIONAL CONSULTATIONS I.{III CH SHOULD BE AUTOHATIG I¡rHEN

oNE OF THE SDR CURRENCIES GOT OUT 0F L¡NE \ltlTH THE REST¡

ll¡. A CENTRAL ROLE FOR THE INTERNATIONAL MONETARY FUND¡

I V. MORE COOPERATION BETI./EEN THE CENTRAL BA¡IKS.

5. SPRINKEL SAID THAT THER,E WAS A GREAT DÉAL OF SIMILARITY

BEÍìdEEN THE UNITED STATES POSITION AND THAT DESCRIBED BY

C¡}4DESSUS. HE HAD ONLY O}¿E FEAR ì{HI CH l¡/AS THAT CAI'IDESSUS'

SUGGESTIONS hCIULD LEAD TO EXCESSIVE INTERVENTION. MASSIVE

INTERVENTTON DEALT WITH THE Syt*,lpToMS 0F Dl SEQIJtL¡BRtUM AND

NOT I'iITH THE BASIC CAUSE. HO\./EVER THE UNITED STATES DIÐ NOT

RULE OUT INTERVENTION ALTOGETHER AND HAD ON FOUR OCCASIONS

RECENTLY BEEN READY TO MOVE INTO THE MARKETS BUT THE PRESSURE

HAD CEASEÐ BEFORE THEY HAD ACTUALLY DONE SO. SPRINKEL AGREED

TIIAT THE FtVÊ sDR cURRENctES HAD A s?EclAL REsPoNslBlLlTY AND

ESPECIALLY THE UNITED STATES. HE ALSO ACREED THAT THE CONSULT-

ATION SHOULD CONCENTRATE ON FUNDA}4ENTALS BUT ANY DIFFERENCES

OF Vl EW 0N POLICY I\OULD NEED T0 BE ÐEBATED FRNKLY¡ '

6. WATANABE (JAPÀ\) SAID.THAT HE UNDERSTOOD THE APPROACH BUT

.DID NOT BELIEVE THAT IT t./AS REATISTIC BECAUSE OF THE BIG

DIFFERENCES OF VIE\.T AtsOUT. POLICY AND DIFFERE¡'ICES IN ECONOMIC

CONDITIONS. HUCH PREPARATORY \ÌORK IOULD BE NEEDED BEFORE ANY

SUCH PLÀ\ COULD BE LAUNCHED.
i
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7. SCHUTMANN (GtRr'1É,NY) SAI D THAT l-iE Dl D |{0T rlilNK THÉ. SCIIE\4E

COULD BE DESCRItsED AS EXCESSIVEI.Y ¡I'IBITIOtJS. SOME OF THE IDEAS

I N IT USED TO BE TAK EN TOR GR AI{'TED. IT OUCHT TO GO l^lt THOUT

SAY¡NG THAT THE COUNTRI ES COIICERNED ''iERE RESPONSIBLE FOR THE

STABILITY OF THE SYSTS1 AND THÀT CHANGES tN EXCHÀ\IGE RATES I,JHICH

DEFI ED FUND,ùJ'lENTALS SHOULD BE EXCLUDED. THERE MIGHT BE DIFFERENCES

OF VIEI{ ABOUT THE ROLE OF INTERVENTION CONSTSTENT \./ITH FUNDÂJ"îNTALS

BUT AT LEAST THAT POINT OUGHT TO BE DISSUSSED. THE SDR I,/AS A

ilnxITasT¡TION OF THE ¡MF AND IT vlAs VERY NATURAL THAT THE

CURRENCI ES CONCERNED SHOULD HAVE A SPECI AL RESPONSI BILI TY. A

J0INT STUDY iJoULD BE HEEDED.

8. WATANABE SAID THAT JAPAN I,JÀS READY TO ¡óIru IN A STUDY BUT HE

\{AS CONCERNED THAT THE SCHÊ4E MI GHT HAVE AIi ADVERSE EFFECT OI¡

M ARK ETS.

9. VA¡I YPERSA.E (BELGIAN PRES¡DEI{CY) ASKED l{HETHER THE JAPANESE

DELEGATION HAD CONFUSÉD t'/HAT VAS PROPOSED \iITH THE OtsLIGATIONS
UNDERTAXE}¡ BY CURRENCI ES IN THE zuROPEAll MONETARY SYSTEH. THERE

1r/AS N0 QIJESTI0N lN THE PROPOSALS OF AUTOMATI C MARGINS OR AUT0-
MATIC CRED¡T. THE BASIC OBLIGATIONS PROPOSED HAD ALREÀDY BEEN

ACCEPTED tN oTHER CONTEXTS, tN pARTICULAR NO CoMpETtTIVE
DEV¡ú-UATIO¡IS¡ CHECKS ON EXCESSIVE FLUfiUATIoNST ND TltE SDR AS

THE CENTRE OF THE SYSTE}4. HE AGREED lt/ITH SPRINKEL THAT THE

D¡scUSslONS I¡,OULD HAVE T0 BE ENTIRELY FRANK BUT THEY HUST OF

COURSE BE CONDUGTED IN PRIVATE. A DECLARATION AT VERSAILLES

OF A}¡ ¡I¡TENTION TO MAKE PROGRESS ON THE LINES SUGGESTED COULD

HAVE A BENEFICIAL EFFECT ON EXPECTATIONS.

Iø, COUZENS (UK) 6AID THAT BRIT¡SH MINISTERS HAD NOT YET BEEN

COI{SULTE! BUT HE UAS COIIFI DE}¡T THAT THEY I'JOULD BE SYHPATTETIC

TO THE THRUST OF I{HAT HAD BEEN DISAJSSED BET!/EEN SPRINKEL AND

C¡üDESSUS. HE THOUGHT THÀT IT l{AS IHPORTANT TO E}'IPHASISE THE

ROLE OF THE INTÊRNATIONAL MONETARY FUND AT THE CENTRE OF THE

SYSTEI.I ND THI S COULD BE THE FIRST ELEMENT IN THE RETURN TO

MORE ORDER. IT IdOULD HOþ/EVER BE DA}IGEROUS TO LEAD PEOPLE TO

EXPEfi TOO MUCH. THE ESSETICE OF THE IDEA i{AS THAT THOSE COUNTRIES

b/lrH GURRENC|ES il,1 THE SDR BASKET HAD A SpEct AL RESPONS|BlLlry
TO EVERyONE ELSE 4ND TO EACH OTHER. HE þ/AS GLAD TO HEAR SPR¡NKEL
SAY THAT THE UÑITED STATES HAÐ A PART¡ CULARLY IMPORTA',IT

RESPONSIBILITY. THE UNITED K¡NGDOM hOULD AGREE THÀT COMPETITI VE .,

DEV¡.¡.UATION SHOULD BE RULED BUT THAT MORE LIMITED ¡NTERVENTION

SHOULD NOT BE EXCLUDED AS A SIGNAL TO THE MARKET. THIS \./AS OF

COURSE'AUITE DIFFERENT FROM THE OBLIGATIONS I{ITHIN THE EUROPEAN i

HONETARY SySTEH. HE t,/"AS mUBTRJL ABOUT THE |DEA OF A STUDY OF i

THE RECOI¡STRUCT¡ON OF T,TE INTERNATTON¡L MONETARY SYSTEH IN THE
HEDIUM.TERM. THIS BROUGHT FACK MÊI'IORIES OF THE UNPRODUCTI VE

L'ABoURS 0F THE CotlMlfiEE 0F 2Q. A¡\y SUCH A¡4BlT¡oUS TDEAS SHOULD

BE LEFT T0 A LATER STAGE. THE cONsuLTATloN sYsrEM PRoposED IïÐULD

G¡VE A DEGREE OF FORMALITY.TO AI'O'U' IN hIIICi{ THE COMMUNITY

COUNTRIES CONCERNED COULD DI SCU{' I*"*ESÏ RATES þ/ITH THE UNITED
I
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STATES Å}tÐ IN h1lICH THE.UIIITEÐ STÀTES COULD SUGGEST THAT OTHER

COUNTRIES \{ERE IiOT 3EING SUFFICI ENTLY AI¡TI-INFLAT¡ONARY IF THEY

THOUGHT TTAT ',{ERE THE CÅSÊ. THE MANAGING DIRECTOR OF Tì{É II4F

OR THE ¡MF STAFF SIjOULD H AVE A SP ECI AL NOLE - FOR EXAi'1PLE TH EY

CoULD pRovl DE THE SECRETARI AT. (AT THI S P0INT SPRINKEL lNDl CATED

ASSENT).

.11. SARCINELLI ( ITALY) '''/ELCOMED THE PROPOSAL BUT SAID THAT TOO

I'IAI¡Y EXPÉCTAT¡ONS SHOULD NOT BE AROUSED. THE CENTRAL POII{T IN

HIS HIND }JAS THAT 0F MAKING THE SDR CURRE¡\C| ES ACCOUNTABLE. BUT

BEFORE GOING FURTHER IT !'/AS NECESSARY TO FIND OUT WHETHER THE

CLIHATE I.IAS RIGHT FOR SUCH AN ADVANCE. THE.RE \.{OULD BE NO POINT

IN CONSULTATIONS KHICH DI D NOT LEAD TO ANY CLEAR RESULT. SOI.1E

KIND OF YARDSTICI( V'OULD BE NEEÐED TO I'IEASURE THE EFFECTIVENESS

OF THE POLIgIES" HE ASKE! CMDESSUS HOU/ FLUCTUATIONS I/ERE TO

BE MEASURED. CA}4DESSUS REPLI ED THAT SPECI AL CONSULTATION

(pmnEnAPH 4 I I ABOVE) SHOULD BE AUTOMATIC IF ONE OF THE

CURRENCIES MOVED MORE THAI.I THE OTHERS IN TERMS OF ITS RELATIONSHIP

TO TH€ SDR.

12. DRAEBLE (CNÂDA) GAVE THE PRoPoSAL HIS WARM SUPPoRT AND

DESCR¡BED IT AS A VALUABLE INITI ATIVE. BUT HE THOUGHT THERE

SHOULD BÉ A PRECI SE ROLE FOR THE IMF MANAGR4EI'IT. COUZENS

SUGGESTED THAT THE DISCIPLINE SHOULD BE A¡I ANNUÀL REPORT BY

THE HA{AGING DIREST0R 0F THE IMF T0¡ FcR EX¡û4PLE, THE INTERIM

co!.rHlTTEÉ, AllAtyslNG THE SUCCESS OF ilE ARRA¡liS4ENT. THIS COULD

BE THE BEGTNNING OF THE YARDSTICK SUGGESTED BY SARCINELLI.

13. ÀTT¡L| (CXlt RI4AN) SA¡ D TIIAT THE FRENCH lN lTl ATI VE l,'AS A

POLITICAL AI'¡D NOT JUST A TECHI.IICAL PROPOSAL. IT 'IJAS RELEVÀNT

TO THE PROBLB{S OF THE CRISIS IHICH hOULD BE THE THEME OF THÉ

VERSAI LLES SUMI4IT.
t,.

14. AFTER RJRTHER Dl SCUSSI0N, AGREÉ\IENT I.JAS REACHED 0N THË

PROCEDURE RECORDED IN PARAGRAPH 1.

F@ ADVANCE T0 ¡ 
i

FCO - BRI DGES I

CAB - ARMSTROUG

TSY - COUZENS¡ LAVELLÊ: HEDLEY-i4|LLER 
a.

BNK - LOEHNIS¡ BALF0UR

i

FCO PASS SAVINß TO BRUSSELS COPE}¡HÀGE}.I THE HAGUE ROI'IE DUBL¡N

ATHEN S

THOHAS IßEPEATED As REouEsreo) {ÀDlÀNCg.) åS *JqU-ÉS,*i

F,.,oNLtAL
E.ßÞ

þ
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Ref. 408279

CONT''IDENTIAL

MR COLES

Versailles Econornic Sumrnit: Meeting of Pe rsonal Repre sentative s : ?,4-ZS Aoril

A rneeting of Personal Representatives was held at Rambouillet last week_
end to PrePare for the forthcoming Versailles Summit. I was able to attend the
first part of the rneeting before I returned to Lond.on for rneetings on the ¡.alkland.s,
Mr Hancock took rny place for the rest of the rneeting. Given the restricted
nature of the Personal Representativest rneeting, this \ñ¡as a considerable con-
cession to rny difficulties ol the part of the French Personal Representative,
Monsieur Jacques Attali, and I have thanked him accordingly. Mr Hancock and
I were accornpanied at the rneeting by Sir Kenneth Couzens frorn the Treasury and
Lord Bridges frorn the Foreign and cornrnonwealth office.

2. There is to be a further rneeting of Personal Representatives in rnid-May.
This will be the last meeting before the Econornic Surnrnit and. will be concerned.
with the final preparation of the papers which the Heads of State and Governrnent
will have before them. AtI being weII, I will hope to be able to be present for
that rneeting in its entirety and will réport on its proceedings to the prirne
Minister after rny return. The proceedings of that rneeting and its conclusions
wiIl, of course, have a considerable bearing on the preparation of briefs for the

Surnrnit.

3. There were, however, a nurnber of proced.ural points about the Surnfiit
which were clarified at last weekendts rneeting at Rarnbouillet. These are set
out below. '

4. The Heads of State and Governrnent, Foreign Ministers and Finance
Ministers will dine separately on the evening of Friday 4 June. These will be

full working sessions lasting possibly_five hours. " The Heads of State and

Governrnent will probably have a general introductory discussion. The tr'oreign
Ministers witl be asked to concentrate on East/Iü'est relations (including the

United States proposals for lirniting export credit to the USSR) and North/South
issues. Finance Ministers will be asked to discuss the French proposals for an

irnprovement of the international rnonetary systern.

I
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5. It has now been agreed that Foreign Ministers will attend the h¡nch on

Saturday 5 Jr¡ne with Heads of State and Governrnent. TÉs will be the opportunity
to discuss political queetions, possibly with a view to the issue of agreed texts
on Saturday evening. This point rernains to be resolved at the ne:<t rneetings of
Political and Personal Representatives.

6. The dinner on Saturday 5 June is to be for Heads of State and Governrnent
alone. They will concehtrate on the rnore sensitive political issues not suitable

for reporting to the Press. At their dinner on Saturday Finance Ministers cou1d,

if appropriate, consider the technical and'fina¡rcial aspects of any proposals that
were stilr being countenanced on relations with thà Soviet Union.

7. The h¡¡ch on Sund.ay 6 June will be rather brief, but Foreign Ministers
will be present with Heads of State and Governrnent. The afternoon session will
start at 2.'00 prn and end at 3.00 prn. This session will provide the opportunity
for final agreement of the concluding declaration. There. will then on Sunday

afternoon be two hours free (at the request of the Arnericans) before Press con-

ferences at 5.00 prn. Eight separate roorrrs will be available in the Orangery so

that each Head of Delegation can hold a separate national Press conference after
the plenary Press conference.

8. The President of the Republic intend.s the conch¡d.ing declaration to be

short and pithy; I have been encqraging this. A note on its present shape and

coverage is attached as.an annex. No draft has been sent to participant countries,
but Personal Representqtives were eonsulted at Rarnbouillet very inforrnally about

an early draft which they were not allowed to retain. The work will be taken a

stage further at the next rr¡.eeting in M.y, and the final draft will be produced by

a rneeting of PersonalRepresentatives in the night of 5-6 Jr¡¡re. Heads of State

and Governrnent will consider the draft for the first tirne on Sunday rnorning. The

tr'rench President is insistent that the discussions on Friday evening and on the

whole of Saturday should be held without any regard to the text of the final
declaration.

9. No Head of State and Governrnent other than the tr'rench President will see

the Press frorn the start of proceedings on Friday until the Press conferences on

Sunday afternoon. The French President will give one Press conference during
this period. on Saturday afternoon to give the Press sornething to write about for

z
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Sunday. He will report the dayts events and, if appropriate, release any
political staternents agreed at lunch.

10. It would be acceptable for individual tr'oreign and Finance Ministers to see

the Press at the end of each half day session; but not during any session.

U. It is to be r¡nderstood that no Governrnent representative should quote ttre
views of any other Government when speaking to the Press. Only views of his
own Governrnent should be identified. References could be rnade to the fact that
sorne cor¡:rtries thought one thing and. sorne another so long as they \ñ¡ere not narned..

LZ. It is hoped that preparatory briefing of the Press before the Surnrnit can be

very discreet. Governrnents should outline the points of irnportance to thern but
should not speculate on the views of others or on the likely outcorne of the Surnrnit.

Above all, the tr'rench are most anxious to avoid leaks of the content of either
tJreir Presidentts report on technology or the finål declaration. The national
Fresses should be told to e:çpect only a short declaration and not the traditional
cornrnunique.

13. At the rneeting delegations will be arranged. in alphabeticaL order in French
starting on the Presidentts right. At the first dinner the order of precedence

will be forrnal seniority in post. Subsequently the placernent will change to
perririt varying contacts.

L4. Spouses of Heads of State and Governrnent are welcorne. Mrs Reagan

will be there. But their participation in the proceedings will be confined to the

dinner and festivities on Sunday evening.

15. At the Sunday dinner there will be.places for the leader plus 10. At the

oPera there will be places for the leader plus 15. Only the Heads of State and

Governrnent, their spouses if present, and possibly their I'oreign and I'inance

Ministers, will be at both occasions. The French will shortly seek a list of

narrres for both occasions. I arn asking the Foreign and Gornrnonwealth Office

to give sorne thought to who should be in each party.
16. The dinner will be very brief, lasting t hour and 15 rninutes. The other

guests for the opera will gather in the opera house to be seated while this is going

ofr. Then leaders, plus spouses, and possibly Ministers, will walk frorn the

dinner to the show. The show will last only 45 rninutes. It will be followed by a
cocktail party lasting 15 rninutes in the Galer.ie des Glaces. The leaders and

3
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CONFIDENTIAL

sPouses will then leave for a prorrenade in the gror:nds to \ratch the fire\Forks.
The other guests will see the fireworks frorn the Galerie des Glaces wind.ows.

17. The French President will present his report on technology and the world
crisis to the first session of the Cor:ncil on Saturday morning. Its contents are
to be regarded as secret in the rneantirne. The French Personal Representative

$'i11, on his own authority, circulate a first draft of the action proposals and, a

sketch of the introductory analysis to other Personal Representatives for dis-
cussion at their next rneeting on 14 May. In addition he will send ¿Ln assistant to
answer questions in advance frorn a norninated technical assistant of each Persona
-Representative. I arn arranging for the Chief Scientist in the Gabinlt Office,
Ðr Nicholson, to be our representative. He will keep other 'Whitehall

Ðepartrnents inforrned as necessary.

18. Political Representatives will rneet on 14 M.y, starting at 10.00 arn, to
prepare the political content of the Surnrnit.

19. Financial Representatives will rneet in Paris on the evening of. L4 May to

discuss tr-rench ideas for an irnprovernent in the working of the international
rnonetary systern.

ZO. The European Cornrnunity will be represented by both the Belgian Prirne
Minister and. the President of the European Cornrnission at sessions, includ.ing

the two dinners when the Head.s of State and Governrnent are on their own.

(Nothing was said about the presence of the Belgian Foreign Minister or Finance

Minister or about the nurnber of note-takerp at the discussions on 4-5 April. )

ZL. Note-takers in the sessions will have the use of separate tele-copiers so

that what they write down will be available irnrnediately in delegation offices.

ZZ. Each delegation will have three seats at the table (except presurrìably the

European Cornrnunity which will have only two seats, unless'a change is rnade in

the pre sent r:¡rder standing).

23. .A's for other .delegations, the following have so far rnade their intentions

clear: PresidentReagan will be accornpanied by Mr Haig and Mr Regan;

Chancellor Schrnidt very probably by Herr Genscher and Herr Lahnstein;

Signor Spadolini rnay be obliged to bring in addition to Signor Golornbo,

Signor La Malfa as well as Signor A¡rd.reatta.

4
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?.4. I arr sending a coPy of tåis rninute to the Private'secreta-ry to tJre F.oreiga
and Cornrnonwealth Secretary arrd túe Cha^ucellor of the Excheguer.

ROBERT ARMSTRONG

ROBERT ARMSTRONG

30 April 1982
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CONF'IDENTIAL

ANNEX

Outline of French ldeas on the Declaration to be Issued at the End of the Surnrnit

The present draft covers precisely one page in single spaciàg with a srnall

typewriter. The therne of the Surnrnit is said to be to irnprove the cor¡ntriest

understanding of the crisis which their societies are undergoing. There would

be five thernes;

(i) Proposals for a constructive evolution of the international

rnonetary systern, includ.ing the red.uction of inflation, the

restoration of a socially acceptable level of unernployrnent,

the reduction of interest rates and the stabilisation of

exchange rates.

(ii) ih. d..r.loprnent of world trade.

(iii) Further efforts in the field of energy saving and the

developrnent of non-oil resources in a long terrn
perspective.

(in) Relations with the developing countries, rnrith a favourable

reference to lar¡¡¡ching the global negotiations eroon.

(.r) .A. suitably welcorning reference to the President of tr'rancers

report on technology and the world econornic ciisis.





CONFIDENTIAL

10 DOIVNING STREET

From the Privale Secretary

SIR ROBERT ARMSTRONG

VERSAILLES ECONOMIC SUMMIT

The Prime Minister read over the weekend your minute of
30 Apri1.

With regard to paragraph 17, in which you refer to the role
of the Chief Scientist in the Cabinet Office, the Prime Minister
has commented that she believes the French President's report on

technology will be less a scientific exercise than one relating
to industrial technology.

With regard to paragraph 18, the Prj-me Minister has asked

why it is necessary for political representatives to meet on

14 May to prepare the potitical content of the Summit.

I am copying this minute to Brian FalI (FCO) and John Kerr
(HM Treasury).

,, ,' j,.-.*..jj
..--¡g

(

i', , '' I

irt 'å

Ð

4 May 1982

CONFIDENTIAL





Confederation of British Industry
Centre Point
103 New Oxford Street
r,ondon WC1A 1DU

lephone 01-379 7400

"lex 2L332
Telegrams Cobustry London WC1

r thought
enclosed copy o

, ''tbE,--.{Þ.,.

FrasrfffiÇHEeuER
,"Éc - 2 JUNtgg2

rfu

From
Sir Campbell
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,,28th May L982/\ L4rtLz-n-,\f/ '
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t t you
f. a letter whÍch I have sent tó

Minister concerning the OECD Consensus on Export Credit
Interest Rates. I understand that thÍs will be under
discussion at the forthcoming Versailles Summit meeting.
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The Rt. Hon. Sir Geoffrey Howe,
Chancellor of the Exchequer,
HM Treasury,
ParlÍament Street,
London, SVÍIP 3AG
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In the midst
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of your other preoccupations, I am loath
a technical although important matter
arise at the Versailles Summit meeting.
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f am also sorry that my first letter to you after
assuming offj-ce should. be on a specialised theme, but I
arn hrriting on the advj-ce of your of f ice, with copies to
t.he other Ministers involvedr so that you may at least be
aware of CBI vievrs v/hen you are at the Summit meeting.

The matter concerns the future of the OECD Consensus
on Export Credit fnterest Rates. Any decision taken at
Versailles on the future of this Agireement will have significant
repercussions for many of our active exporters and I therefore
wanted you to be ahrare of the strength of feeling on thÍs amongst
our membership

Being very much conscious of the persCInal interest you
take in overseas trade and the contribution you have made to
some of our recent successes in project business, I hope that
you will be able to ensure that any ehanges in the Consensus
will not hinder British efforts to contj-nue wj-nning major
contracts.

The CBI has traditionally supported the maintenance
of the Consensus Agireement as a valuable means of avoiding
wasteful and unnecessary competition in export credit terms
and. this continues to be our policy. Howeverr âs in the
national context, b/e are sure that the key to a lasting and
truly effective reduction of subsidies, as opposed to merely
containing them, must tie in the reduction of national interest
rates. To substantially increase agreed minímum rates of
interest under Lhe Consensus Ín the way the US negotiators are
currently demanding would fail to deal with the roots of the
problem while seriously diminishing our exportersr competitiveness
in world markets. Another drawback would be that the international
market for capital goodsr orr which many Jobs in BritaÍn depend'
would be diminished.
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For these reasons I would urge t.hat any increases
which are agreed should be moderate and carefully staged.
I also trust that it will prove possible for you to oppose
any further enhancement of specÍal privÍIeges granted under
the Agreement. Those that exist already place our companies
at a disadvant.age vis-à-vis many of their most important
overseas competÍtors. There should be a single standard
for all OECD Member States without exception.

The CBf will be grateful for whatever you can do
to safeguard our national trading prospects in this \^ray.

Yours sincerely,

The Rt. Hon. I\,largaret Thatcher, MP ,
Prime Minister,
I0 Downj-ng Street,
London, SVt 1 .

Crlgir:ul signerJ by
Tl¡e Frcsident

5I¡? C,A.,\4Pßfr tL Í::qASER





Confederation of British Industry
Centre Point
103 New Oxford Street
London WC1A lDU
Telephone 01-379 7400
Telex 21332
Telegrams Cobustry London WCl

From
Sir Camobell Frase--'presideit,r"¡fqCHEQUE

:, tc - 2 JUNlgSz

t_- I ÈúÕ
E9
Fl )d

õE
FIJ

ÉÈ

32
EO<El

R
*r(n)
$ri'¡e
fi. /_.(

þfr\

J'tt--

l-st June L982

ACTIOII

(oPrfs

to
aî1

I

Dear Private Secretary,

Private Secretary to
The RL. Hon. Sir Geoffrey Howe, QC, MP,
Chancellor of the Exchequer,
HM Treasury
Parliament Street,
London, SWIP 3AG

Personal Assistant to
The President
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Sir Campbell Frasert"ha.s-.asked.-rne Lo send a copy
of a letter he has written to the Secretary of State for
Trade. He ü¡ould be glad if you would be kind enough to
give this to the Chancellor of the Exchequer.

With many thanks,
Yours sincerelY,
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The CBI Council strongly endorsed the enclosed paper on
economic relations with Japan at its meeting last Wednesday.
CBI members are still seriously concerned at Japanese industrial
and commercial policies whieh were little ehanged by the
concessions offered by Tokyo earlier in the year. Although
üie have not yet been able to examine the latest set of measures
in detail, we can say that their effect will have to be of
quite another magnitude from that of the first batch, if they
are to make more than the smallest dent in the problem.

We were very gratified to read your speech to the Jiji Press
on 24 May. We strongly support the tenor of your remarks and
hope that our paper will in turn conìmend itself to you.

No doubt leaders at the Western economic summit in Versailles
will be mainly concerned with the broad thrust of economic,
industrial and commercial policies, but we trust that
opportunities will be found then or later for HMG and the
European Community to press some of our specific proposals on
the Japanese. We shal1 certainly be doing what we can to push
them at industrial Ievel.

f know that our offices are in contact about a meeting at a
convenient early date, and we might be able to discuss then
Some of the elements of this paper, among other Subiects.

¡21+-(x-,t-t-./-1r

The Rt Hon Lord Coekfield
Secretary of State for Trade
Department of Trade
1 Victoria Street
London
SW1H OET

Copies to: The Rt Hon Sir Geoffrey Howe QC MP

The Ht Hon I'rancls Pym MP
The Rt Hon Patrick Jenkin MP
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STRICTI,Y CONFIDM\MTAL

c3282

TO TIIE OOT]NCIL TOR MffiIING CÐ{ 26 MAY 1982

EæNC[\{IC RM,ATICNS WÏTÍT JAPAI{

IT\TTTìODECTTON

Because of numting concern in industry, in May 1981 Council
thoroughly debated the lssues of the uK's econcmic relations wÍth
Japan and approved a line of CtsI policy and rneasures to pr-onote it '

This paper:

à reviews developnents over the past yea'r (pâ^ras 3-15);

b considers the optlons nol,v open for further actlon (paras J:6-22);

c reccxrmends an-: up-datect po11cy line (parà 23);

invites cormcil to endorse this policy iine and specific
proposals to pronrote it (paras 2ç26).

TTTE CC}TTTNUING PROBLHM .

The trade figures alone suggest that the condition of our relations
with Japan iãatleast a.s serious as a year ago. Both the UK's aad

the ffiCls tra.de deficit have continued to grcxr; the only argunþnt is
about the size of the increase. Because of the Civil Service dispute,
the UK trade accounts for the whole of 1981 are not yet to hand, but
according to Japanese statlstics the UK's trade imbalance grew by
13.1 per eent to reach US$2.07bn (cf US$1.B3bn in 1980)'

UK exports to Japan apparently j-ncreased by 39 per cent last.yeat'
Iïowevär, informeä ccnmentators assert that this figure' and hence

the one for the size of the deficit' is grossly distorted by
exceptj-onal itsns. Japanese purchases of non-rnonetaly gold frcrn
Iondon (Us$96frn) and I]K vessels sent to Japan for refit - counted at
their fu1l value and a.s a IJK e>çort (IlS$297m) - ought to be rernoved

frcm the figures for UK sa1es. With this correction our et(ports fe11
by 16.5 per cent and the tra'de deficit grew by 52 pet cent' At the
sänte tine Japa.nese exports to the UK grew by 26 per cent, faster
than to any other ffiC Mqnlcer State.

The ctsI has not critlcized the size and trend of the IK's deficit
mai_nly for its financial effects: in a multilateral payrnents system

nations ought not to seek to balance their trade bilaterally' The

UK with a current account suïplus of about 96bn isat present i11-placed
to argue otherwise. However we take the deficit as a reflection of the
inequlty in our traciinç; relations with Japan, whose ccnmerclal practices
or, étçoit markets are eiceedingly disruptive in some sectors and whose

hcrne market rsnains difficult and costly to penetrate. Iooking beyond
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the figures we therefore revisr below the current policies. of .

Japanese Government and inciustry and the action taken by IIMG and
the European Ccnmunity to seek char¡ges i-n them, measured against the
proposals Council endorsed in May last year. '

1ÍIE C€IJRSE -VIE;îiA\¡Ë S1EEÐ

Council accepted that the long-run effectiveness of our pressure
on Japan for a ûþre equâl trade relationship wlth the IK depended on
our n¡cbilislng the porver of the whole Ccnnnrnity market. Until we
achieved such a position of strength in bargaining with Japan, the
CBI was to continue active bilateral contacts with Tolryo through all
channels, ild HI\tlG should keep our residual national powers in good
repair for use in any snergency.

With a strong personal lead frcnr the President, the CtsI has vigorously
put its ease to Japanese Government and industry over the last yeâr -
rnost recently during a staff visi-t to Tolryo in early March, when the
whole range of our ccnrplaints and dsnands for actj-on vi/ere voiced. In
the UK we have had considerable success at lfinisterial and official
level in gettlng our analysis of relations with Japan accepted and our
detailed proposals for rsnedies adopted: and the CBI's public
statsnents have markedly increased publì-c and media awareness of the
magnitude of the problen of our unbalanced trade wlth Japan.

In the IEC we have made a majot effort in UNICE to achleve a-,strong
ccmnon indr-rstrial posture. Amongst the industrial federatj-ons of the
Ten there is a clear identity of view on the inequity of the trading
relationship wi-th Japan and on the measures needed to open up her
market; but differences of opi.nion rernain on the need and rneans for
moderating Japanese e>çorts to the Mernber States. There has also been
a major shift of opinion in the Eu:'opean Ccnmission and Councii of
Minj.sters in favour of sustaining heavy pres$rre on Toþo, and a
growing readiness to take practical û'ìeãsures 1n support of that
policy. The prospects of presenting a ccxrmon European front to Japan
are therefore much more encouraging than they were 12 rnonths ago.

HEST]L]TS SO FAR

Council reccnrnended in May 1981 that 1f Japan did not make an early
ccnmltment to radical alteration in her ccnmerci.al policy, HMG shouid
adopt a speci-fic prografirne of action. This is stxrmarised below with
a L¡rief aecount of what ha.s been achieved.

10 Proposal The ffiC should ask Japan to accept a target for reducing
her trade surplus with the UK (and IEC): UK sales to
Japan should cover at least 60 per cent of our imports by
1985, ccnrpared with 35 per cent in 198O.

Response HMG now agrees that Japan must curb and then reduce her tra.de
surplus but doubts whether a speciflc target is right in
prineiple or feasible. Most of the HC Menrber States and
industri-al federations take a similar r.¡i-ew.

If Japan should refuse such a target, the ffiC should
challenge her trade policy and practices within the
Çeneral Agreenent on Tariffs and lrade (C'Agt).

I

I

I
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Response

12 Proposal

Response

ffic has deeided to take Japan to c'AIl under Article 23,
which provldes for one mernber to arraign another for
po1ic1ãs or measures which nullify or impair the benefits
wfri-cfi should accrue frcrn liberal trading rules '

The uK bilaterally and through the ffic should continue its
efforts to open up the Japanese market by:

a pressing for the eumination of Japanese tariff and non-
tariff barriers;

b calling for rncre imports by Japanese ecmpanles and the
public sector;

c urglng Japanese officials and industrial leaders positively
to encourage more foreign investment in thelr country.

a After vi_gorous internal political debate, the Japanese
Government has accelerated by two years tariff cuts on

sonre 16@ itsns agreed in the Toþo Round. on average
the concession arnounts to about half a percentage point
off duty rates. The ffic has urged Japan to go beyond the
cuts agieed in the Tokyo Round and include itqrs on which
no reductlons were negotiated - so far without result. For
non-tariff barriers Japan has said it will take 67 meâ,sures

to ease obstacles to imports. It is dlfficult to make a
conclusive assessnent of these concessions yet, though they
may be useful for itsns like pharmaceuticals and ag¡o-
chenricals. However, both HMG and the European Ccnmission
have publicly said that they aJ.e no more than a step in the
right direction.

b The creation of an offj-ce of the Trade omlcudgna¡ (cno)
should in principle allol foreign oçorters and thej-r
agents to seek rernedies for any adninistralive obstacles
tõ sales. It is essential that they should now use this
machinery. Failure to do so will a1low the Japanese to say
that a.dministratj-ve barriers to imports are evidently no

longer a problen.

c Japanese industry and the public sector have not generally
reãponded to the call to buy more manufactured imports.
I1owèver, US gSçtn was ma.de available by the Japanese
Exjabafik to ilnance "dnergency imports"; and the Conmission
is stil1 talking to the Japanese Government about easing the
condj-tions for nUC supptiers who tender for public contracts'

d Japanese politlcal and lndustrial leaders have not made a
puÈU-c cdrmitment to encourage more foreign investment in
tneir market, by. going beyond the formal rneasures of
liberalisation 

-and effectively enabling foreign ccrnpanies
to take over d.cmestic concerns. In parti-cular the ffic
belleves that conditions for foreign banks and insurance
corpanies should be improved. Toþo holds that foreign
banks are in principle treated the same as dcrnestic ones,
but the EEC ¡èlieveã tfre practice is otherwise, and

continues to press the Japanese authorities for changes to
the system.

iit
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13 Proposal Pressu¡"e should be exerted on the Japanese to give
practicâ,l effect to their wlsh for greater lndustrial
óooperation with the IF,C through technological exchange
and joint ventures in third markets.

The Departnpnt of Indr.l,stry has been very active in
prcnroting industrial cooperation. Japanese Government
and indr.:stry are also prcrnoting this eoncept and sprearling
information desig¡tect to further it. The CtsI has specifically
asked. Tokyo to make donrestic yen available to British oçorters
for on-lending as credits to third-country custcrners. We

await a rep1y,

I{fulG should develop a clear national policy on inward investrent
fron Japan and work for an EEC policy on it. Such investrnent
should. be welcqned if it mea,sures up to these yardstleks
(or nrost of thern): it should produce a net increa.se in jobs,
use high 1oca1 content, create substantial exports, and
introduce new technology. Performance should be thoroughly
rnonitored.

Responss:

14 Proposal

Response HMG noru accepts that all investrnent frcrn Japan should not
be given an unqualified welccrne and that guidance on the
lines indicated a.bove should be i.ssued to potential investors.
It sees practi.cal dlfficulties, however, in securj-ng fu11
ccnrpliance with undertakings.

IilVIG should work for a ecrmon BC import regime towards Japan,
and the Cørmunity should develop an early warning systg'n (EWS)

to identlfy new products frcrn Japan which threaten the
indr:strial base of the Merber States and thus should be
restrained. With strong Support frsn msnber trade associ-ations,
the ctsI submitted an outline for an Elil/s to HMG, UNICE and the
Ccnmi-ssion, whlch provided the basis of discussj-on.

a" A n¡cdest start has been made on the difficult process of
achieving a cctmþn import regime. The Ccnmissi-on ncntr

speaks for the ffiC in calling for the moderation of
Japanese ocports of scrne sensitive products; and EEC-
wide monitoring of certain ìmports has been estabU-shed.
The ffiC is also looklng at the relationship betiveen
indqstrial restructuring and trade policy measures, which
will involve consideration of ffiC-wide restrictions on
itsns now subiect .to national controls.

15 Proposal

Response

An EWS could form a part of the apparatus; serve as a
trigger for Government and ffiC aetion; and help to alert
sectoral lrade Associations to dlsturbing trends. Our
proposals have aroused interest and got scrne backing.

Currently Japanese e>çorts of motor cafs, light ccnmercial
vehicles, some colour andrncnochronieTV SetS, nn-rsic centres,
and. certaln types of machine tools are subiect to restralnt
on the UK market. HMG accepts that national restraints
on Japanese exports cannot be given up qnt1l the ffiC offers
sønething better. Meanwhile, the residual national powers
available to HMG under the Anglo-Japanese Ccmnercial Treaty for
use in an snergency against sensltive imports in principle
remaln open to us.

OPTICNS FOR 1TIE FUITIHE

16 paras 10-15 of this paper shop that a number of the mea-sures reccnmended

b
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by Council a year ago have been taken or agleed upon by the Japanese
or ny HMG/the EEC: but paras 3 and 4 show that the balance of British
an¿ mC trade with Japan is sti1l deterlorating. Sqne further
increase of the trade defieit was no doubt already in the pipeline;
but there is sti1l no sign of a reversal in the trend, ffid the ljmited
successes achieved have not even kept pace with the growth of the
imbalance. This is the context in which the CtsI now has to consider
its options.

It j-s clear that the ultimate response to the Japanese challenge is to
match their industrial ccrnpetitiveness and then sell nrore of our goods

in ccnrpetition with theirs, both in a Japanese market to which we have
proper access and worldvr¡ide. This is a necessary elernent ì-n any CtsÏ

boficy; but it is not in itself an adequate prescriptlon for dealing
iu:-ti, tfre problen which we face, because in many sectors full and fair
ccnrpetitiveness with Japan is unattainable in the short term and access
to the Japanese market is stil1 inhj-bited.

In particular the steps so far taken by Japan to open up her market have

not been on a scale sufficj-ent to shc¡r an early and substantial effect.
This 1s not only the view of the lK and ffiC as a whole: it is shared by
the United. States, which in March dernand.ed further concessions frcrn Japan

withln three rnonths, a dernand. to which the Japanese Government has not
felt a.ble to respond.

Japan clajms she has already rnade a strong effort, at substantial
dcrnestic political cost, to meet the ccnrplaj¡ts of her tra.ding partners,
and at present sests either unable or unwilling to do much more. But
the measures she has so far taken fal1 far short of the radical change
in her trading policies which the ffiC and US believe to be necessary to
render the trade relationship acceptable. , fulloreor,'er', .the yen remains
seriously undervalued.

Even to meet such a serious situation as this, the 03I has always rejected
generalised import restrictions a^s being against the interest of UK

îndustry and tfie econcxTry as a who1e. Hopever, this j-n no way precludes
C,BI support for selectlve import restrictions to help particular sectors
of in¿ùitïy in serious difficulty. There is therefore no question of the
CtsI ceasinâ to support those sectors whieh have negotiated e>çort restraint
agreanents with the Japanese, or others which may ccme under si¡rilar
tñreat; afid we approve of the continuance, and where necessary the
ex¡lansion of the mC's surveillance measures. Where Japan fails to
re-strain di-sruptive erçorts or applies her existing restraints inadequately,
HMG should have recourse to selective import controls, prefera'bIy
on an ffiC-wi-de basis.

In order to convince Japan that her present industrial and ccnmercial
policies rernain unacceptable to her major tradlng partners, ffid further
ðoncessions by her a:.s essential, i-t will be necessary for HMG and the
European Cørmunity to exert the maxjmum pressure by all possible means

short of provoking a ccmplete breakdorn in trade relations.

The essence of thj-s approach r,nrst be t<t nnrltiply the specific dernands

we make upon the Japanese Government, and through the alliances we now

have in Europe, and èhould try to forge with the US, to get thern adopted
as ccnmon dffiands of all these countries.

6
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The Overseas Ccnrnittee concludes that a policy based on the following
elsnents has the best chance of success and therefore reccnrends it
to Council:

a the early detection and containment of dlsruptj-ve Japanese e>rports
to a11o.r the UK sectors affected tirne to build their ccrnpetitiveness;

b pressure on Japan to adopt a nìore expansionary dcrnestic econcrnie
policy to reduce the drive for export-Ied groirth and open up more
opportunities for us in the Japanese market;

c sustained effort to chip away at Japan's barriers to imports and
foreign investnent;

d the encouraganent of Japanese investment in the lK,preferably
in joint ventures with British conpaniesnprovicled it matches up to
the criteria set out in pata L4 above,

All this would be best acccnplished by mea¡s of nnlstering support for it
within the European Ccnmunity, though in the last resor.t we nmst rely
on our ov¡r national efforts.

PECIFIC PAOPOSAI.S

Restraint of Japanese Exports

Japan should continue to internationalise her currency (and erpose
her dcrnestic interest rates to external influences) and thus a11ow
it better to reflect her ccnrpetitive streng:Lh' An uplift of 20-
25 pex cent to the cument yen rate i's indicated;

introduction at natlonal and preferably ffiC 1evel of an early
warning systøn to detect ne\ry surges in the flow of exports frcnt
Japan, so that appropriate steps can be taken by industry and
Government to meet a developing threat before a parti-cular market
sector is i-rretrievably damaged;

c sr:pport by HtvlG for existing voluntary restraint agreernents as long
a.s needed for infl¿stries to improve their business performance.
Government should be ready to support VRAs 1n new sectors which can
show they are suffering as a result of dee.p ,Iapanese penetration.
'Where voluntary restraint does not achleve the desired result, other
measures may be necessary;

pursuit of a cmn¡cn import regime, providi-ng it can deliver the
degree of securlty offered by existing national restrictj-ons;

conti-nued developnent by HMG of its policy towards Japanese
investment in the UK, in order to encourage performance by
Japanese ccnrpanies here which meets the eriteria set out earller
in this paper.

Access to the Japanese Market

As an jnrnediate fo11ow-up to the measlures recently announced by the
Japanese Government, HMG should by all available means press for
Japan to take the following further steps:

b

d

e

7
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abolj-sh all quotas on imports within two years;

implanent on 1 January 1983 in full the tariff cuts a€reed in
the Tokyo Round;

unilaterally go beyond Toþo Round concessions to reduce the
peaks in Japan's tarj-ff to ffiC levels;

given the need for positive discrjmination in favour of
ñarrufactured. importè, allocate 5O per cent of Exjmbank credits to
the firnding of imPorts;

create an import market develognent regime under which tax will
be deferred ìor five years on 20 per cent of profits earned frorn

imports;

cease aùninistrative gUidance to superrnarket chains (which are
open to imports) to constrain the gror¡rth of their outlets;

instruct the Japanese Office of Fair lrading to investigate
the dcmination äf certain sectors of the wholesale and reta1l
distrlbution system by Japanese rnanufacturers;

instruct all public, 1oca1 goverlìrnent and para-statal purchasing
agencies to give tuit an$ fáir consideration to foreign bids;

1ay dcun: that each purchasing agency sha1l pr.rblish the number of
foieign bids received and their success rate;

a11ow foreign suppliers @ days, rather than the 30 days sti-pulated
in the GArI Government Procurernent Cocie, to respond to public cal1s
for tender, in recognition of the obstacles causedl-'y the use of the
Japanese language;

open up sales opportuni-tles for foreign suppliers in the defence

and aerospace fields;

a.bolish the restrictions on sales of foreign tobacco products i-n
Japan imposed by the public monopoly;

publish twice à year a report on the outccrne of referrals to the
òtti"e of the Trade Onlcudsnan to monitor progress in the
elimination of non-ta:'iff barriers; and include ccrnplaints about

discrimination against foreig¡r controlled enterprises establlshed
in Japan in the mandate of the CIIO;

extend. to UK banks and insurance ccrq)anies the same conditions
which their Japanese counterparts enjoy in the iJK;

rsnove all rsnaining 1egal and a&ninistrative obstacles to the
acquisition by foreign ðcrnpanies of Japanese firrns except in
industries vital to defence and natlonal security.

c

d

e
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Cooperation in Third Markets

HMG should continue its efforts to secure access to dornestic yen for
on-renoing by Briti-sh e>çorters ín third markets. This would assist
cooperation with Japanese cønpanies.
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r am \À/riting to you on the eve of the versailles summit to
underlj-ne two major concerns of the CBI. Although I know thatyon ave aware of these points, it may be helpful for me toput them in specific terms.

The meeting takes place at a time when the business situation
both at home and abroad is more depressed than had beenforecast. our l-atest assessment,which will be published next
Monday, indicates that export dernand is 1es.s strong than weexpected. This is confirmed by our last quarterly rndustriar
Trends survey, which for the first time since January rggr
showed falling optimism about export prospects, and Èy ourlatest information about export order-books.

The first point r would like to stress, therefore, is that inyour discussion of international- economic issues at Versaille S,

iCI

ou will give a ve hi t to ensuring thaty in the omy s not -he back by
ly high inte res t=g.ates. In this context, âs you know,
e thât thèfe l_s a need for bold action by those
t the Summit, particularly the UK, to reduce interest

we hope y
a recover
excessive
we befièv
present à
rates.

(b.r*)
My second concern is the need to achieve a fairer balance oftrade with Japan, otr which r have just sent you the paper
approved last week by cBr council. That paper showed acontinuing increase in Japan's surpluses with the uK and withthe EEC as a whole. we have not yet had a chanee to evaluatein detail the second package of concessj-ons just announced
by Tokyo, but we doubt whether the first and second packages
taken together will prove to match the scale of the þroblem.Hence the strong support given by our council to the specificproposals in the paper for reducing the surpluses.

V"
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lve hope the Government will feer able to press these proposals
vigorously on the Japanese. one aspect which you may have the
opportunity to press at Versailles is the need for Japan to
internationalise the yen, and thus allow it to reflect more
accurately the competi-tive power of the Japanese economy.
This is a theme which finds a ready echo in US industry, and
doubtless in the American Administration as weIl.
Another Japanese angre which may arise at versailles is the
oEcD consensus on Export credit. you will be aware of cBr
views from my letter of 28 May to the prime Minister which f
copj-ed to you: so r will merely mention that our concern at
the level of export credit rates and at Japanese tradj_ngpractices meet in that OECD negotj_ation. I hope you will
take any opening that presents itself to emphasÍse that any
increase agreed in the consensus rate should be moderate and
carefully staged, and that the special privileges for the
Japanese Exim Bank shoul_d not be further enhanced.

T hope these notes for versailles may be useful, even Ín the
midst of your other preoccupations. r am copyi-ng this letter
to the Prj-vate secretary at No. l0 to keep hím informed and
we also intend to release it to the press.

The Rt. Hon. Sir Geoffrey Howe, eC, Mp,
Chancellor of the Exchequer,
HM Treasüry,
Parliament Street,
London, SlflP 3AG

Copy to : A.J. Coles Esq.
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I enclose a
received from the

copy o a e erw
President of the Confederation of British

Industry about the discussion which is likely to arise at the
Versaj 1les Summit concerning the future of the OECD Consensus
on Export Credit Interest Rates.

If you consider that the contents of this letter require
any updating of the Prime Minister's briefs for Versailles, I
should be grateful if you could arrange, in conjunction wi-th the
Cabinet Office, to let me have a supplementary brief by close of
play on 3 June.

c

I should also be grateful
à draft reply for signature by
Fraserr s letter.

if ,
the

in due course,
Prime Minister

I am copying this letter and
(Foreign and Commonwealth Office),
David Wright (Cabinet Office).

enclosure to Francis Richards
John Kerr (HM Treasury) and

iT'

John Rhodes, Ese. ,
Department of Trade.
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28 l'1aY I9.

In tlie rnicl st
to l-rotl'¡er you vrith
which is likely to

of your otl'ler Lrreocctlpat-i-ons, I am loath
a technical although j-inportant matter
arise at the Versailles Sunmit rneet-ing.

I am also sorry that my first let-ter 1-o you after
assunring office should be on a speci-alised theme, but r
am writing on the advice of your office, with copies to
the other Ministers involved, so that you may at least be
avrare of CBI views when you are at the Summit meeting.

The matter concerns the future of the OECD Consensus
on Export Credit fnterest Rates. Any decision taken at
Versailles on the future of this Agreement will have significant
repercussions for many of our active exporters and I therefore
wanted you to l¡e aware of the strength of feeling on this amongst
our membership.

Being very much conscious of the personal interest you
take in overseas trade and the contribution you have made to
some of our ¡iecent süccêss,€s in project business, I hope that
you will be able to ensure that any changes in the Consensus
wiII not hinder British efforts to continue winning major
contracts.

The CBI has traditionally supported the maintenance
of the Consensus Agreement as a valuable means of avoiding
wasteful and unnecessary competition in export credit terms
and this continues to be our policy. However, âs in the
national contextr w€ are sure that the key to a lasting and
truly effecti-ve reduction of subsidíes, as opposed to merely
containing them, must lie in the reduction of national interest
rates. To substantially increase agreed minimum rates of
interest under the Consensus in the way the US negotiators are
currently demanding would fail to deal with the roots of the
problem while seriously diminishing our exporters' competitiveness
in world markets. Another drawback would be that the international
market for capital goodsr oD which many jobs in Britain depend'
would be diminished.





l

i'r)r t.llcse ]rca:jólls f wor¡1d urge t,hat any incr:eases
r^¡hjch are agreed should'be moderate and carefully staged.
r al.so tr-ust that it will prove possible for you to oppose
any fu¡:1-l-ier enhancerlent of special privileges granted under
the Agreement. Those that exist already place our companies
at a clisadvantage vis'-å-vis many of their most important
overseas competitors. There should be a single standard
for all OECD Member States without exception.

The CBT will be grateful for whatever you can
to safeguard our national trading prospects in this

1-'l?

do
v¿ay.

v:/J +'ftc/1.

(

The Rt. Hon. Margaret Thatcher, MP,
Prime MinÍster,
10 Downing Street,
London, SW 1.
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PS/CI{ANCELLOÌ cc Sir K Cousens

I{F,EI'ING l,tTTIf t[R SIII}IIIâAO A3E Atr I|ERSAïLLES

Itr Abe, Japanese Minister for Trade and Industry, has askecl to neet the ChanceLlor

at VersaiLles. The attachett telegran from the Toþo enbassy describes IIr Abers

backgtound. The ChancelLor will be particularly interested. in I{r Äbers support

for }tr Komotors policies to expand. Japants tlonestic econory. His request to see the

Chancellor may be evÍdence that o1¡r nac?oecononic argrments are fincling at least
some slmpathetic hearers in Toþo.

2. The Chancellor 1s faniliar with the argunents both on Japanrs ru¡cro-econornio

poLicies and. the need to open up the Japanese econory. IIe nay be Ínterested,
however, to see the attached. cutting fron the Fir¡ancÍal Tines corresponclent in
Toþo about the intensity of internal debate over econonic policy Ín Japan. The

Chancellorts neeting wtth llr Abe coulcl be a fi¡rther chance to push this in a

helpful direction.

,. lvlr Abe na¡r also seek credit for Japanrs latest Ínport relaxations. Analysis

of this is not yet conplete but the effects seern f.ikely to be snaIl. The Chancellor

has already seen a copy of Miss Sinclairrs note on then, but I attach another for
ease of reference.

TBOM:

DATE¡

A BOTTRILL
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|,€ETITIG YITH CHANCELLOR OF THE EXCHEQUER.

I

j
,
I
.l

I

I

FgJ ne/¿
I
I

t

I
t
¡

I

-? jt:i: 
t,)92

1, 8EXl, D|REGT.IR OF Tt{E yEgT . jnrpE oFFtCE ti xlTl,
TELLS US THIT Hl3 i{tilSTER, SHt}tTlRO l8E, VHO vtLL.
BE ACCo!,pAt{y I xc pR I rtr r,tl x t srER SUZUX I TO THE VERS^ I LLES
SJHMIT r'ltgTlNc'/OULD l.l[E To HAVI Â BILATERAL HtETtNc,rilTH THE
CHTNCELLOR OF THE EXSHEQUER. SEXI

YILL BE GETTIXO tII IOT'CH VIlH lHE CHAIICELLOR' S PRIVTTE
sEcRETAeY 

^T 
THE su?.r4tT To SEE lF THeng ts 

^ 
ccflvErlEllT Tlxe.

2. I RECO¡ll€llD THAT, lF lT CAt{ BE FITTED ,NTO H.ts
PROGRAI.I,€, TI{E CHANCELLOR SHOULD AGREE TO SEE:A¡E'/HO
t{oLD3 oXE OF THE {OST lr,ipoRTArT ECOIO¡{IC PORTFOLTOS tr{
THE GOVE¡IHYEi{T. AS THE IO P POLITICIAII II{ THE FUKUDA

FTCTIOT, HE I9 ALSO A COTTSIDERABLE POLITICAL FIGURE
I }IS I DE THE LDP. H I 3 I IIFLUE}IC8 I I{ THE CURREIT
IHTER{AL LDP DE3ATE OX qACROECOIIO'.tIC POLICY HAS

GENERALLY BEEI{ IIt SUPPORT OF TllE EXP Ar{s I Oll

t¡.i

0¡t P ÂGENC

V 0 FAVoI, I{JLA P A

l Æ'*-:EE''NG
c9r{s I pE R 

^B 
LE oPp 0s I T I qil 
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^NcE,BAU| Cr -{¡¿At_lflD*IgJ{rÂnc€t{.

3. PLEASE ADV^ilCE TO Ps/CHTNCELLOR OF IXCHECUEA.
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JaBan fears Yersailles criticism oYer Tveak. -ven
BY CI{ARI,.ES SilrÎI{, FAR EASÎ

JAPANESE oficials are afraid
that úle sr¡dden wêakening of
the yen during the Past few
days coulil rèsult in JaPan find'
inã itself the centre of eritical
atiention ât the Versailles
economic sun:nit this week"
desoite úe Government's
efio'rts to defus¿ criticisÍn with
itsi¡eeent trade liberalisation
meãsures.

EDITOR, IN TOI(YO

Y244.65*e drop of three Points
on the day. Market turnover
has been at record, or neer
reeord, levels for the past two
days end intervention by the
Bank of Ja.pan may haçe
totalled. around $20Om a day.

lhe governor of the Bank of
Japan, !Ír Ilan¡o Maekawa, told
foreign journalists earlY this
week that the yen's weal¡mess

between the Administiation and'
Congress oD. wals. to elimiuate
rhe u.s. budget dèficit).

Japanese officials. however'
are well aware that there are

two sides to the Interest rete
argument.

have
peatedl:¿ said they will take,

rlse tn interest rates is un'
thinkable. The'reason'for this
is that while interest rates have
been statie for some time, real
interest rates (the difierence

between nomlnal râtég eril ln'
flationl have risen sha¡?lY witb
ihe fàding of i¡flationarY Pres'
Sllf€S¡. Long-te¡t teal inter€st lates
whieh rose frtm 1.5 per eent in
Itfa¡ch lest year to 4.8 Per cent
early this year e-re said to have
added to the ûnancial burdens
of industry at d time of domestic
reeession and to have become a
difficult pròblem for small
companies.

Bècause of t}le burden of
rcel interest rates-+and beeause
Japan believes it is obliged to
follorr a rigid fiscâl Polic? to
restructu¡€ the budget, the
Bank of Japlrn sees no oPtion
but to keep interest rates where

l¡ey are t'or bé time being.
Sottro ¡ritåte,qrities of the

ing to follow et pre€e¡t. btri it
eor¡ld eonceivabþ beeomg
unardldable.

".. Jilpanese oficìals ¡efer to a
,sliüt;away from the current
low. Ìnterest rates and tisùit
ffsal strategv es e change of
JeçEn's economic " poliqv mLt "
Îti* fear thet pressures fol

; silch a changè might he
repeated at Versailles and thãt

'-they eould become increasin€ly
rhard to resist
lrlr'Â ¡aöeal change of Poliry
l'IËiøt have politieal as well ¡s
I Ftonomic sonsequences for
I lJapan" sinee several key figures
llln the Government a¡e deerrly
U cormitted to the current
I strâtegy,

GovërÍülent'd
howèver, tbat

believe,

coul happen
capital market

The has than s¡es

have following the
ng
of

also argued that in thê count#s
talks present eeonorric situation, any

no aetion to widen the present
gap between Japanese and U.S.
interest rates, but thèY have

proves unable to suppo¡t the
very healy bulden o¡f Govern'
ment bond issues that will be
made neeessary by recent short.
falls in nâtional tax revenue.

Higher interest rates together
c¡ith continuing - or even
lncreased-amounts of deñeit
ûnanclng in the.form of bonds
issues would r€present a radieal
ehange 'ftom the economlc
policy the Govenrnent is try-

fallen further but'for heaw
inte¡vention bY t'le Bank of
Ja¡an,

in Tokyo yesterday the elos'
ing rate against the dallar was
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Dore (you wlll recaLl that the flret
Tne lffect 1e to brln6 fona¡d to I Â

I a cc Sir K Couzens
'2. M¡ Ltttler

Mr Carey
l,1r Bottrlll.
Hr Hortlmor
l. Ur Etlle
2, mD-.)(

JAPåNESE IÌ{POnI ¡.{EÀSI]RES

l. You wlshed to see the l.lst of Japaneee ln¡rcrt measureo a¡¡nounoed on 2J l{ay¡
nnd asketl for analyele of thelr llkely fnpact on IIK erporte to Japan.

2. f attach the llet, togrsthor wlth the aocomlxrr$¡1ng etatenonte na.de by the
Japarieee Goverr¡ment. Â qulck glance wl]1. show you that they are detalled s,nd
J'engtþ. There are some welcome featu¡es eg the offer 16 svn'nlne problomo
encountered ln the distributlon system, fnclud.lng the etrtct app).lcatlon of ttre
ar-¡tt-tn¡st Lal, to practtcee that reetrlct oonÞetltlon.

,. On the other the p:ropoeed ta¡lff reductLona are not llkely to be of ¡n¡oh. .:." -¡\
ÂÌthough. they do lnolude

are mlnlnaf (tfrfa ls not

ho)-p to the They do not lnolutte whtaþ or fo
eotlonery ancl blsculte , the sctual reductions propoaed
ent .fron the attached l1st, brut ve have subeequently had detall.s fron Toþo). 

^rtthe Japaneaa are propoalng to do ls to ecceLe¡ate the I'fIN tarlff reductfon8 a llttle
acoeLeratLon cn'no lnto effect on t Âpr1] 1982. ) I

prll ì.!8) the rates which would othervlso have I

boen only on I Âprtl 1!S

rq83

ChocoLate

Inport tarlff

Sveetened blscults

ftnport tartff ,6,fr ,4% ó

4, Tbe Departnent of T¡aders fnltla,l ¡eaotl.on 1s sct out Ln the attaoÌ¡cct a.dùttlor¡al
brlef preparod for Veraaillea (oopy attaohed for eaee of referenoo). Thle saya tbat

,.%

Þ
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'd Daoks8Þ h¿s been vaunLy weloonod by the IIS llrade Repreeentativo. It hae

ol'earl.y been desLgned to placate the US eg tho reforences to wlld rl,ce, metal
baseba.ll bate and negotlatlons bet¡¡een the Japan Ba¡ Aseoclatfon a¡rd lte US

oou¡teq)art on the activlttes of forelgn }anyere ln Japan.

5. lle vouLd a€tee nlth the Department of Trade that 1t ls lnpoeelble to say at
thla st88e how m¡ch effeot the paokage ts llke1y to trave on IIK e:çorts to Japan.
lfhle ls not so uuch beoanrse the neasures êre detalled,, a¡rd need tlme to enalyoe,
es becar¡se the non-tarlff meaeures !¡atr prove nore elgnifloa¡rt. Eut here everythlng
tlcpends on th€ way ln vhlch thgy are lmplenented. Tou w111. be aware thst the
Jepaneao tbmselves oonslder thet the nost lmportant elenent ln thelr laet peolcage

of ln¡rcrt Deasureo r¡as ttre eetabllshnent of an rrombudol"Fnfr oomlttee for forelgn
tr:ade. To date no UK comper$¡ has b:rought a oonplalnt to the rronbud.smanrr. Tha't

1s not to say that ln tlne IIK companÍee rnay not benefit fron the actlon taken ae a
resuLt of conplaints brougbt by othera,

6. The pankeg€ repreeents offlcial Japanese acknowledgurent that they muet be seen

to be tlolng eomethlng to encourage lmports. It Ìooke more pronlstng than its
pred.ecessor. 3ut ve would advLse you to gl.ve lt no more than a guarried, low key
velcone, enphaeizlng thÂt the proof of the puddlng wlll tte ln the euboequent -é-etatistlce for tlK erporte to Japan.

)
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UI€LÂSSI F I ED
FM U'OEL V¿RSAILLES OSIEIOZ JIJNETo tl.r.l¿D¡AtE Fcc
TELEGRAI.{ T.IIJMBER II OF 6 JJNE
l¡fo $ô,|ED|ATE BONN (FOR pS/MtN¡STER OF TRADE).

vE ll I FS ECoNoMtc
t, . JLI-owl¡G ls TEXT
tsEGl À¿S¡

DECL,ARATION F
AIÐ REPRESENTA

DECI-ARATI ON

THE SEVEN HEADS OF STATE ¡¡iO COVEru.¡Ur¡rr
T¡vES OF THE EUROPEAI'I COt,tpUN¡T¡ES.IN THE COTJRSE tr OIJR..I"IEET¡ IC AT VERSA¡ LLES t+/E HAVE DEEPET'IED

OUR I4.JruAL UIÐERSTAI'ÐITC T THE.GRAVITY OF THE I{ORLD ECONOM¡C
S¡ TUATI oN, Al0

wltH A
I{E T{AVE AGREED ON A MJI.4BER F OSJECTIVES FORACTI ON VIEþ/ TO IMPROV¡Î€ tT

S€COND PERM SEC'S OFFTCE

oVERSEAS FrfrAhìc[ s¿cTot

ACTION

c.ôPtEs
TO

a
WE AFF¡RM THAT THE I }.?ROVEI.€NT OF THE PRESENT SI ruATI ON, BY

GROt,/TH
A

FURTHER REDTJCTI ON OF'. II{FLATION AIÐ BY A RETURN TO STEAÐY
H¡G}JER LEVELS F EI"PLOYMÊNT , ,t{lLL STREI€THEN OL'R JO¡ NT CAPACITY TOSAFEGTJARD CT.'R SECURITY TO T,IAINTAIi,¡ COI.IF'DEI€E IN THE DEMOCRATICVALUES THAT WE SHARE , ArÐ TO PRESERVE THE CULruRAL HERTTAGE r OURPEæI.Es IN ALL THEIR DIVERSITY. FULL EI,PLOYMENT PRICE STA3I LITY A¡¿DBALAì€ED GROirlH ARE A'€ ¡ TI OUS TBJECTI VES. THEY ARE ATTAI Ì.¡ABI.EI N THE COMII.G YEARS O¡ÈY IF WE PURSUE POLIC IES !ôtIICH ET€OURÄGEPRÛqJCT¡VE I¡WESTI'{ENT AIÐ TECHNOLOG I CAL PROGRESS TF IN ADD¡TIONTO OUR O'r/N ¡tDt V¡DUAL CFFORTS IVE ARE I{I LLIÎ'¡G TO JO¡

t
N FORCES.

¡ F E¡CI{ COTJNTRY I 5 SEI..¡SI T¡VE TO THE EFFECTS OF IT5 PO Llcl Es ONOTHERS A¡.Ð ¡F I{E COLLAAORATE IN PROI,TOTIhG T,/ffiLD DEVE LOPI'€NT.IN THE SPtRIT I€ I.IAVE DECTDED TO IIPLE}.€NT THE F OLLOWII.G LINEScF ACTtort

I -8,eÀ^.s4

7^r-4
9.-Ç-

c

Z-¡1JI

t+nl{a''
- GRqdTH ATO E.I.PLOY}4ENT RJST BE IT€REASED. THIS WILL BEATTAII€D ON A DURAELE BASIS OIT-Y IF WE ¡NË S.ÈCESSFUL IN qJR
coNTrhr.Jllc FIGHT AcArNST tr.Ft-\T¡oñ. nrm ùrit-eLso HELP ro BRnGDo\'/N ¡NTEREST RlIEg, þ/l-ucr-r ARã ¡¡o{ ur'tAccEprAeuv r-rÍcx, enô-rõ"ån¡rt6AB0'JT l'{cRE srABue eicx¡¡ce RATES. tN oRDER Ío ¡cutEVE THts EssENrtALREU-crloN oF REAL MONETARY PoLtciEs ¡rs AcH¡EVE GREATER coNTRoL oFSUDGETARY DEFIC¡I9 lr ls Esgrvrt¡u oT ¡NTEt-rs¡rv oun EcoNoM¡c Ar\DMoNETARY coæERATroN. rN THts REGARD r{€ rrrur_ woãi''r;;;hö3"; ôo,usr*,¡TlvE A¡Ð oRDERLY EVoLuTtc¡¡ oÈ-rxE ¡¡mn¡r¡iio¡au uo¡arARy srsrEM ByA CLCSER COOPERATION AI4OAd rirE EUNTORITIES REPRES€NTII€ THEcuRRErErEs gF t.roRrH_AÌ"rERrcA. Jnpm Alo oF *¡E iüõþËräcóüil¡N¡wlN PuRgJtl'lG t4EDtL,M-TERM acc¡loulc Ato I'to¡€TARy ogJEcT¡vEs. tN THtsRESP-ECr tdÊ HAVE col.ê{lrreo cr¡nsELvEs ro rHE uI€ERTAKTT,cs coNTA¡NED

. I N IHE ATTACHED STATEI,€NT.
: IHE GROI{TH F WORLD TNAOE IN ALL ITS FACETS IS BOTH A NECESSARY
F!EÈ,IEhIT FOR ]HE GROWTH Or E¡AN CqJNTRY AI.Ð A COÌ..IS;EQIJEI.CE OF THAT
.qRryrH. r{E REAFFTRM a-,R co¡^,'iiw¡n ro srREr*r'ËñiËiiË-dEN"'lMULTII..ATERAL TRADI}TG SISTEM ÁS ET,ISOOIED IN rNE C¡rr ÃrO iC-"MA¡NTA|Nlts tTs-EFFEcrlve opÊn¡rlo¡J. tN oRDER ro Énoi.icir'5r¡e tLrry¡P EryLOYMENT THROTJGH TN¡OE Ir.rO CNOrVrIr,-WEìILL RESISTPROTECT|oNtST PRESSTJRES ¡ro rn¡DE-D¡SrOnri¡c'pÈ¡crlces. .flrE ARERESOLVED TO CO¡æI-ETE THE WõNi-F THE TOIîIO Rq.JIÐ AI.O TO I}€ROVETHE cAPAclrY r-THE GATT iõ Solve cunnEvr-¡¡o-iurune rRAÐE pRoBLEr4s.
WE 

"{ILL 
AISO ./ORK TO'/AROS'r¡rE-ÈURTHER OPEN¡T.G OF gJR MARKETS.T'IE W¡LL C3OPERATE ìIITH THE ôEVÊr-OPI¡¡s Cq,JNTRIES TO STREISTHEN A}.o

ll'{PEovE l}lE I"tLT,ILATERAL Svsrerq AltD To ExpANtD TRADn€ oppoRruN¡TtEs
I f-l¡E_Tlcul-AR wtrH r¡¡E ruEwuV'IÑousrnrALt zED corrNrRt Es. wE sHALLPARTICIPATE FULLY IN T¡rE-ËORNËO,rII€ GATT MINI5TERIAL COIfEREICEIN 0RDER TO TAKE CoI€RETE 5iÈÞS ToTvARDs THESE E¡.IDS. }/E SI.IALL woRKFOR EARLY AGREEMENT O¡T TXC-NEÑÈW¡I OT THE OECD EXPORT CRED¡TCONSEN9JS.

: IVE AGREE TO PURSL'E A PRUDENT AI.Ð DIVERSIFTED ECONOMIC APPRDACHI? THE US$R AIÙ-EASTENN EUNæE, CONSTSTENT WITH OUR POLITICAL AND!çc9Rtrr ¡NTEREsrs. r¡r¡s l¡c-t¡õÉs ¡crlo¡,¡s t¡r"irìnge KEy. AREAs. FTRSTFcLLow¡rG tNTER¡lcIior.¡Al- oisæss¡or.,¡s I N JA¡.¡-JARY ouR REPRESENTAT!vES
!!L-L woRK ToGETHER To ¡¡enóve-nrE ¡NTERMTIoI.IAL SIsTEM FoRCONTRCLLING EXPORTS r SrNÃrECiC GOODS TO THESE CCUNTRIES AIÐNATIOI'ÛAL ARRAI€EMENTS rON rr{EËrgONCE}€Ì{T OF S€CUR¡TY CONTROLS.sqco¡Ð wE w¡ uu exc¡¡¡r.¡cÈ r r.Ëõn¡¿¡r¡ oN I N THE OECD ON ALL ASPECTSoF sJR EcoNoMlc. cot"t'4ERcleu Ã¡o Ftt¡At€¡lu nEu¡ttoÌ\6 t{¡TH THE sov¡eruNroN ¡t,lD r¡srEnx Eunope. ìrii-RD. TAKnJs ¡NTo AccouNT exrsrtfGECONsMIC A¡Ð F'ry4|c|ru- Có¡rSiôËhir¡ONs WE HAVE AGREED TO HA^ÐLECALTT¡CUSLY FIÎ.IAÎ€IAL NCLA.iIöG'Wrrrr THE USSR AIÐ OTHER EASTERN
FURæEAN COUNTRI,FS.,-¡¡I-S¡C¡"r-N WAY AS TO ENSÚRE.THAT THEY AREc3NDL,crED oru n souño 

"coño¡ilô' öas¡s, rrcr_r-,Dtl.rc ALso THE NEED FoRccMi/€RcrAL pRL,Dr,ce rH ululïinc-expoår cãeoris. r¡¡E DEVELoPMENT rECCNOM¡C Ai\D FIt.'lAI\C¡¡U NÈUii-O¡S V¡¡LL BE SUSJECT TO PERIDÐ¡CEX-POST REV! E..rr.
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- TTIE PROGRESS VE HAVE ALREADY YADE DÐES NJT DIMINI*I THE NEED
FOR CONTII{.'IIG FFORTS TO ECO}.ICM¡5E ON ENERGY, PARTICUI-ARLY
THRCXJGH THE PRICE }4ECHANISM, AT€ TO PROMOTE ¡úTEN¡¡¡T¡VE SOURCESIr€l.JDtÌS n-cLEAR Er.€RGy AND COAL, tN A LOI€-TERM pERSpECTtVE.
THESE EFFoRTS l{tLL EI,¡ABLE us FURTÉER To REDr-cE otJR vuLNERABtLtry
TO INTERRfTIONS IN THE SI,PPLY oF EI€RGY AIÐ INSTAEILITY oF PRIcES.
.COæRATION-T0 DEVELOP l€W En'|ERGY TECHNOLæ|ES AND TO STREIGTHEN q.,R
CPAC¡TY TO DEAL'I{ITH D¡SRI-FTIONS CAN CONTRIBUTE TO O.JR COI.â4ON
ENERGY SEcuRtrY. t{E SFIALL ALso woRK'To sTREtsTHEN orJR coopERATtoN
},ITH BOTH OtL-EXPORTIIG A¡Ð OIL-II€ORTIIS DEVELæ¡1€ COUNTR¡ES.
- THE GROI{TH OF.THE DEVEI-DPI}G cqJNTRIEs AIÙ THE DEEPEN¡TG oFA C0NSTRL,CT¡VE REtATloNg{tP wtTH TrtE},{ ARE VTTAL FoR THE poLtTtCAL
AI'JD EcoNoMlc WELL-BE¡|.¡G F Tl-lE wHoLE woRLD. lT ts THEREFORE
¡T4PORTANT THAT A HIGH LEVEL OF FII.TAI€¡AL FLOWS AIÐ OFFICIAL A55IST-
AI{CE SHqJLD BE I4A¡NTA¡NED AtÐ T}-|AT THETR AMCIJNT AtÐ THEIR
FfFECT¡VE¡.¡ESS SI.Iü.,LD BE II€REASED AS FAR AS PoSS¡BLE WITH RESPoNSIB-
ILITIES $IARED BROADLY AI.X]T€ ALL COJNTR¡ES CAPASLE OF I'{AKITS A
CoNTRIBUT¡oN, THE t-AU¡.¡cH¡t€ oF GLoBAL ¡{EcoTtATtcNS ls A t/AJoR
POLITICAL OSJECTIVE APPROVED BY ALL PART¡C¡PANTS ¡N THE SLJMMIT. THE
I-ATEST DRAFT RESOLUTION C¡RCULATED BY'THe GRoL¡p og *¡E 77 ts r¡Èprul
ATÐ THE DISCUSSION AT VERSAII I trq S{oWED GE¡\¡ERAL ACCEPTAÑóE Cr rNE
VIEW.THAT IT I{OULD 5ERVE A5 A 9ASIS FOR CONSJLTAT¡ONs WITH THE
cotJNTRl Es co$cERtlED. wE BE^LI EvE THAT Tl.tERE I s Now A GooD pRgpEcT
FOR THE EARLY LAU}CHI¡G A¡Ð SLECESS OF THE GLCBAL NEGOTIATTONS,
PROVIDED THAT THE INDEPE¡ÐEI€E OF .THE SPECIALTSED AGE¡CIES IS '
GUARANTEED. AT THE SÂ'ME Tt}€ I,/EARE PREPARED To C0NTII\I,JE.AI\Ð
DEVEL9P PRACTTCAL COCPERATION .v/lTH THE DEVtrLCP¡NG COLTNTR¡ES THROr-GH
lNt.lgvATl0t{5 Ì{lrHtN THE wcRLD gAM, THRoTJGH pRæRESs tN couNTERtNE
INSTABILITY 0F C0|!04OD¡TY EXPORT E¡n¡l¡l'GS, THROLËH THE EI.CÐURAGEMENT
oF PRIVATE CAPITAL FLs,/s, lt\cLUDlt€. tÌ-{TERI.IATIoN¡AL ARRATçEI'4ENTs ro
I¡æROVE THE COI.ÐITIOI'IS FCR PR¡VATE I}WESTMENT, A¡Ð THoUGH A FURTHER
colçENTRAT¡oN oF trFtctAL Ass¡srAt€E o¡.1 rHE póonER couNTRtEs. THts ts
"vl-lY 

t{E sEE A t'€.ED FcR SPECIAL TEt'pcRARy ARRA}GEMENTS To ovERcoME
FUDN¡I,JG PROBLEI'I5 FOR IDA V¡, Af'Ð FoR AN FåRLY START TO CCNSTDERATTJN
OF-IDA VII, T{E WILL GIVE SPECIAL EI\COURAGEMENT TO PROGRAMMES OR
ARRA¡JGEMENTS DESIGT.¡ED TO ¡ Ì.¡CREASE-FOOD AtÐ Ei.¡ERGY PRODI-CTI ONlN DEvEL0Pll.¡G couNTRlEs ¡vHtcH r-tAVE To t|4poRT THEsE ESSET|AG. ANID
TO PROGRAI'TVIEs TO ADDRESS THE ¡T"IPLICAT¡OT.¡S OF POPUIáTIO¡I CNOWiX.

IN THE FIELÐ OF 8AI-AÀCE OF PAYI.IENTS SIfPORT, T{E LOOK FÐR'¿¡ANó rO
PROGRESS AT'THE SEPTEM3ER II4F ANI.¡.'AL MEETIIG TóWARDS SETTLIT{G
THE IACREASE IN THE SIZE F THE FUND APPRæRIATE TO THE COMI¡.IG
E¡GHTH îÅJOTA REVIEW.
- REVITALIZATION.AI-ID GROV/T¡-I OF THE WORLD ECoNoI.lI WILL DEPEhD I.¡oT
ONLY oN ouR otYN EFFoRT BUT ALSo To A I-ARGE Ð(TENT upoN ccopERATtoN
AM0NG ouR CG.JNTRIES At\Ð r,/¡TH 0THER couNRtEs ¡N THE ExpLolrATtoNF SCIENTIFIC AÀD TEcHr\lClLoclcAL DEVELoPMENT. wE HAVE To EXpuotT THE
IMITETüSE OPPORTUN¡TIES PRESENTED BY THE NEW ÍECH¡¡OTæICS,
PART¡CUI-ARLY FoR CREATIN¡G T€v/ E}PLoY}€NT. }vE NEED Tc REMovE
llfRlERs To, Al'lD Tc PRol"'!oTE, THE DEVEI3PMENT oF A¡.D TRADE tN t€w
TECHNOLOGIES BOTH IN THE PUBLIC SECTOR A'Ð IN THE PRIVATE SECTOR.
OL'R CgUNTRIES I{ILL NEED TO TRAIN MEN AIT WOMEN ¡N THE I{EW
TEcHNOLOclES At\D To CREATE THE coNgM¡c, sælAL AI.@ cuLTuRALcorÐlrloNs wH¡c¡'l ALLow THESE TEcHNoLùGies ro oevEuop At.o FLouRtsti.I/E HAVE COAISIDERED THE REPORT PRESEÀTED TO U5 Ñ TTTESE ¡ SSUES 8Y
TFIE PRESIDENT F THE FRE'\CH REPUBLIC. IN THIs coTvTe<T wE HAVEDF¡IDED TO SÊT LP PRCI.PTLY A |{ORKING GRotJP oF REPRESENTATIVES oFq,JR GOVERNI'€NTS AT{D ,T THE EUROPEAN COI.T.4.JN¡TY TO DEVELOP, IN CLOSE
çqry¡ULTATI ON WITH THE APPORPRTATE .¡NTER¡.¡AT¡OML INST¡ ruriOr*S, 

_ -
EgECIALLY THE OECD, PROPOSALS TO'CIVE ¡rEP rO ¡TTAIN THESEosJFcrtvEs. îHts cRórp wtLL 3E ASKED TO 9J3M¡T trs REPORT TO US By
fI_PECEMBER 1982. THE EOICLUSION OF THE REÞCRT AIS THE RESIJLTI}.IG
ACTION h,ILL 3E CoI.ISIDERED AT THE T.EXT EcoNoMIc S,JI+TIT To HELD INI98J IN THE UN¡]ED STÂTES OF AM€RICA.
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| . - :I|E¡4ENT oF ¡NTERI.{AT|0ML Mlr.rETARy urûERTAKilüs.
I l:- TF rccEPT A J0INT RESoNS¡BILTY ro woRK FoR GREATER
I :IIgILlIT 9| THE !,ORLD I4ONETARY SYSTEM. WE RECæNISE THAT THISI trEs-Ts PRI¡4AR|LY 0N coNVERGET€E oF poLlclEs DESTG¡,¡ED To AcHteúe-louen
I lyt¿Tl9.N. HTGHER ¡wloyme¡¡rurÐ RENEITED EcoÌ.¡cM¡c GRowfi, AÐ THus Tor ¡rAtNTA!N THE INTERI.¡AL'A1'O EXreri¡¿¡u v¡t_r¡es-òr q.Jn cUnnErcíEs.I wE ARE DETERMTNED To Dtscr¡,lnce rHts oBLTGAT¡oN rN cLosE coLL- .,.

I fo*lltPgllrrt ¡rr imE¡EirEo cot-n.rrR¡ES AND MoNETARv rr.rsrrTurroNS.
i ?: -w! ATTACH l'4AJoR ll'PoRTAtcE To THE Rot-E oF THE tt4F AS AI MCÎ.¡ETARY AUTHORITY A].Ð WE WILL GIVE TT OUR FULL STJPPORT IN ITSI rrronfs r0 FosrER srABrlrrr. vvrr r

I .5. I{E ARE READY'TO STRETGTHEN OUR COOPERATION }/ITH THE IþF IN
I ]-Tl-foll oF_qJRvEtLt¡Ar€E¡ AND To osvElp nlis oN A I,{.ILT¡r-ATERALI BAsts rAKlÀE lNTo Accq.JNT pARTtcut-ARLy rHE cuRRE¡ctEs corusrtrui¡rucI lre soa. -:'-- - -'

4. I{E RJLE OUT THE USE OF EIR-EXOJAAGE RATES TO C.AIN UrfAIRCü,PETI Tl VE ADVANTAGES.
,. þlE ARE READY lF I.IECESSARY TO USE TNTERVENTION tN Ð(CHAICE MRKETSTO COUNTER DISORDERLY COND¡T¡ONs AS PROV¡PCO TON UI@ER ART¡CLE ¡VF THE I},F ART¡CLES OF AGNCE¡€¡fi"6. TH9SE OF US }fHO ARE ME}AERs Or ¡rE EHS CONS¡DER T}rAT THE5E
UI'DERTAKItGS ARE Cctçul"CNlARY TO THE OtsLIGAT|ONS oF STA3tL¡Ty uÊlCHTHEy tr¡vE ALREADy uIÐERTAKEN ¡N TIIAT rne¡rEwoni.
7.-- v!4 ARE ALL cONVll'trED T¡-!dT GREATER MOÌ€TARY sTAts¡LITY wtLLAsslST FREER FLovrs F GooDS sERvlcES ANÐ cAPlrAL. wE ARE
DETERM¡NED TO SEE THAT GREATER MONETARY STABILITY AND FREER FLOI{S
OF TRADE A}Ð CAPITAL REII.¡FORCE ONE ANOTHER IN THE ¡NTEREST
OF ECONOM¡C GROWTH AND EI,IPL0YI4Eì.¡T.
El0s.

2. rcO PLFASE COPY FLJRTHER AS Ì€CESSARY.

lcoplEs sncr 1o No 10 Dctfl{rjNc srÈEÎj
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Foreign and Cornmonwealth Office

London SW1A ZA}J

10 June, 1982
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Versailles Summit:

My letter of yesterdây on this subject suggested that our
representatives should be prepared to accept the Bedjaoui text,
as amended, provJ-ded that the other Community members and the
United States could do so. It is worth adding that it is quite
clear from reports which have reached us since I wrote that those
of our partners who were at Versaj-lles regard the issue as settled
by the discussion in plenary there. I understand that Secretary
Haig said that he wanted it clearly understood that the amendments
to the Bedjaoui declaration were accepted, as long as our discussions
in New York were based on unânimity. M. Thorn, for the Commission,
supported this; and It{. Mitterrand noted the point as agreed.

The State Department have confj-rmed this (Washington telegram
number 2073 attached) and have told us that their understanding is
that all 7 Summit countries will now stick firmly by the amendments
to the Bedjaouj- text agreed at Versailles. The President had agreed
to the changes: this was a new position compared with the Presj-dent's
previous attÍtude, but the issue had been settled in Paris. We
have heard that the French and the Belgian Presidency also believe
that the amendments to the Bedjaouí text were endorsed at the table
by Heads of State and Governments in Versailles.

I am copying this to John Kerr (Treasury) and David \{rÍght
(Cabinet Office), the latter with a copy of my letter of I June.

Globa1 Negotiatiohs

t(^^ 
e,r-eY,

{ì61 ,,'eJ
(J E Holmes)

A J Coles Esq
Private Secretary
1O Downing STreet

Private Secreta
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INFO BOI,¡II PARIg UKDEL OECD UKREP ËRUSSELS

VER$AIILES SUMMIT T EXPORT CRE,DITS ÀND EXISTING CONTRACTS

t. Tt{E üllilSTER HAD A hORI} ldlTH EAGLEBURCER THIS MoRl'tlNG ABOUT THE

R€SULTS OF THE VERSAILLES SUI''IüIT" THOMAS SAID TI{AT HE HAD BEEI{

GLAD T0 SEE THAT SÊCRETARY R6GA|{ HAD BÊ81,¡ $PeA(tNe s0 PoslTlVELY

Ir,t pUBLtg ABSUT îHÉ RESUL1S SHICH HAD BÉEN 0BTAINED gft E'XPSRT gçEDlTl

BEFORE THOHÀS C{ULD GÉT ANY FURTHER' EAGLEBURGER SAID THAT HE TOO

HAD SEEN THESE REPORTS AI{D I{AD BESN SOMEUHAT SURPRISEÐ' ICHAT HE

HAD HEARD III PRIVATE I}IDICATED A GREAT DEAL LÉSS E¡ITHUSIASM OÌ{ THE

AfiERICAl{ SIDÉ THAN ITHAT SECRETARY RECA'{ HAD SUGGESTED' HIS UNDER-

STAIDIIIGh'ASTHATSO?IETHIT{GHADBEEI'IACHIEVSDBUTIfFIIGHTNOTBE
EI.¡OUGH TO SATISFY THOSE IJI{O HAÐ BEE}I PRESSINÊ FOR TOUGHER ACTIOII'

ANAb,FULltEcoTIAllt{GPR0cgSsh¡0uLD}¡0ìllBEGI}llNhlASHll{GToNT0TRY
TO DETEfiMINE PRECISELY IdHAT THE RESULTS ÀNDED UP TO' HE h'AS AFRAID

THEY h'OULD NOT BE IT{I.iEDIATELY PERCEIVEN TO BE ENOUGH TO DEAL WITH

THE PROBLEM OF THË GE ROTORS.

2.THoilAsMADEITCLEARToÊAGLSBuRGERTHATTHISh0ULDCAUSETHE
GRAVEST DISAPPOII,¡TUENT IN LOI¡DON AI¡D b'OULÐ PREJUDICE THE PROSPECTS

FoR MAt(lt{G FURTHER PRooRESS 0t'¡ ËXPoRT CRËÐlTs. EAGLEBURGER HAÐ

HIMSÊLF TOLD THOî,IAS EARLIER THAT THERE HÀD BSEI{ A CO}¡SENSUS IN

}IASHIIIGTOH THAT IF AGREEI{EIIT }IAS RÊACHED OI¡ EXPORT gRENITS' AT

LEA$I THÉ ROTORS UHICH HAD ALRE'\DY 8ÊËH SUPPLIgÐ T0 ÉUROPEAN FlRr'lS

sHouLD BE ALLOIå|ED T0 Gor THls 1'/AS BY i'¡0 MEANS ALL 
"{E 

lÉRE SEEKING'

BUT IF THE Aþ'ISRICA}¡8 COULD HOT AT LEAST DELIVER OI'¡ THIS' THOI'IAS

TI{OUCHT THÉ PROSPÉgTS FOR ANYTHING FU*T}IËR IIOULÐ 96 þIEAK'

EAGLË8URC€R FULLY UI{DER$T00D THË' PoINT TH0|4AS \¡,AS !4AKlNG' A¡{Ð

SAID IT I,IAS OI'¡E OF THE ÎHINGS HÉ hOULD HAVE TO TAKE UP I,,ITH

SECRETARY HAIG OII HIS REIURIiI. TI.I}5 TELEGR'1..I'T
wAS r.:';*"

T|TOMAS AD\rAf i'":r'

[coPIES SEt[8 TO NO 10 DO!,r¡TI]ic srESEtl
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Versailles Summit: Global Ne t iat ions

Thank you for your letters to John Coles
I and 10 June. The Prime,Minister agrees

at \üe should not press for further amendments
the Bedjaoui text, âs amended at Versailles.

I am copying this letter to John Kerr
(Treasury) and David lVright (Cabinet Off ice).

,tfìt F. s. FlcKETr

John Holmes, Esq.,
Foreign and Commonwealth Office
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tI write to thank you f
sent to the Chancellor and

f enclose copies of the Declaration issued at the end of
the Summit and of the statement I made to the House of Commons

on B June. As you will see, there was agreement among the
Versailles Summit participants on what was needed for sound
economic management and the wel-I-based recovery from world recessi-on
which we all wish to see.

The essential element in this agreement was that growth and

emplo¡rment would be increased on a lasting basis only if we were
successful in our continuing fiSht against inffation. This would
help to bring down interest rates and lead to more stable exchange
rates.

The Summit countries all agreed to pursue prudent monetary
policies and to reduce budgetary deficits. They also recognised
a joint responsibility to work for greater stability j-n the world
monetary system, and issued a statement of internatÍonal monetary
undertakings, which is attached to the Declaratj-on.

The Summit discussed many of the other concerns expressed in
the statement of the Trade Union Advisory Committee, such as new

technologies, relations with the developing world and the strengthening
of the open trading system. You will note that we have set up a
Working Group to prepare a report on technology by the end of the year,

Ior the
myself

e

w, ill

/which





wl. i c:h could be c,onsi cicred at the 1 983 summit . The launching of

Gl-oal Negotiations in the united Nations is described in the

Declaration as a major political objective approved by all
participants in the Summit.

one of the principal benefits of Economic summits is the

opportunity they provÍde to co-ordinate policies among the seven

major industrial democracles. At Versailles, all were agreed on

the need to pursue rigorously the resolution of national problems

without adopting policies harmful of other.s. I believe that the

Versailles Summit will hetp ensure ti¡at the.world economy achieves

a sound recovery;

0

c)"//J

The Rt Hon Lj-onel . Murr:ay , O. B . E
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Versailles Summit: Gk¡ba1 Neeotiations

As Rodrj-c Braithwaite mentioned to you in ![ashington
yesterday, the Americans aîe seeking urgent confirmation from
the other Versailles Summit participants on what was agreed
at the Summit on Global Negotiations.

Henry Nau of the US National Securi.ty Council has told the
French that the Americans can only give their formal agreement
to the Bedjaoui text as amended at Versailles, including the
lifting of their rìeserve on the.word rrecallingr to refer to
Resolution 34/738 in the preamble, if they have a solid assurance
that no further amendments would be aecepted unless they were
agreed by all Heads of State and Government present at Versailles.
tó ¡e certain of this, the Americans are insisting that all leaders
present at Versailles strould confirm their acceptance of the-paper by officials worked out at Versailles on this subject and
èhou1d agree that it should have the same status as the Summit
Declaration.

The French have given this assurance to the Americans and have
asked all other Summit participants if they can do the same. I
attaci¡ a eopy of a message from M Paye.to Lord Bridges, âs well as
a copy of the officialst paper in question.

In the Prime Minister I s absence yesterday, \¡re told Henry Nau
that we accepted the Bedjaoui text with the four agreed'amendments
and agreed that any further changes must be endorsed b¡r the Summit
participants at Heads of Government 1eve1. But, although we had
no difficulties with the officials'paper, wê did not think that it
h¿id been given the same status as the formal published Declaration.
The Americans \ryere not satisfied with this and are pressiug for the
fu1l assurance. They are threatening to represent us as the sole
obstacle to the lifting of their reserves.

I should be grateful to know urgently if the Prime Minj-ster
agrees that we can give the Americans the assuranee they seek.
It is, in fact, to our advantage to confirm, without any doubt,
that further amendments to the Bedjaoui text. could not be accepted

CONFIDENTIAL

/unless





,

CONFlDEN'f lAL

unless all Summit Heads of Government are agreed on them.
This will reduce.the risk that we will be asked to accept
further changes which would weaken the references to respecting
the competence and functions of the specialised fora, which is
so important for rus.

If you are able to give me you?.agreement by telephone,
we propose .to send to.Iïashington and New York ,the draft telegram
enclosed.

I am copying this letter to the Private Secretaries to
the Chancellor of the Exchequer and Sir Robêrt'Armstrong.

4^* rÀ^4/

(r E 
"*.r ",fu /+nl^lrl

Prlvate Secretary

A J Coles Esq
1O Down.ing Street
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ERSONAL IUESSAGE FROI{ M. PAYE (FRENCH FOREIGN Ì\{INISTRY)
TO LORD BRIDGES

(TRANSLATTON)

After the circulation of the Report of the Group

on North/South Questions, which I chaired at Versallles
on 5 June to the participants, there was an exchange

of cormunications between Mr Nau and myself . Mr Nau

hoped that it could. be confirmed that the text of this
Report had been approved by the Heads of State and

Governrnent and that'the Report should be cons j-dered as

having the same status as the Summit Communiqué.

Mr Nau also wished that the words 'the participants in
the Summit' should be replaced. by the expression 'Summit
leaders' in paragraph 1(c) of, the Report as j-n

pàTagraph 1(a).

After checking with L{. Attali who \ryas present in the

summit meeting room when this matter yas discussed, Ï
indieated to Mr Nau that our interpretation was the sarne.

I thus confirmed to hj-m that, iû the eyes of the French

Presidency, the text of the Report should be considered
as accepted. by the Heads of State and Government. The

Commitments which it contains have in consequence the
same force as those reflected in the final Declaration.
Furthermore, f was convinced that there woul-d be no objection
to have the expression 'summit leaders' appear Í-n paragraph 1(c).

I should be grateful if you would inform me as soon

as possible if this interpretation has your agreement as

weI1.

I would also be obliged if you would communicate your

agreement direetly to Henry Nau. Larry Smith insists
strongly that everything should be done in order to obtain
the lifting of the American reserves before this meeting.
Henry Hau has just confirmed to me by telephone that these

reserves will be lifted as soon as he is certain that
all the Versailles participants were agreed on the status
of the Report, in the precise terms set out above, and on

the amendrnent to paragraph 1(c) also noted above.
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- Rapport du groupe sur les quesÈions Nord-Sud

DEBUT DE CITATION

'f1. The working assnptions retained by the group were Èhe

foLlowing :

A) The sumiË leaders wouLd agree on a series of amendments to

the 77 grouprs.drafË resoluËÍon (nedjaoui draft); these amendmente would be

drafted in such a rrray as to have a fair chance to be acceptable to tjne 77 group.

B) The Canadían Government r^rould be asked to assume resPonsa-

bÍI-ity, afÈer due consuLtation with OECD partners, of putÈing these amendments

fonrard 1n New-York in a suitable rüay.

C) It woul-d be agreed, among the participants ln Ëhe sunmi t
that if some fLexibÍ1Íty on wording appeared necessary later, their delegatl-ons

would not deparË from the so amended text except by unanimous agreement.

2. The group proposes the fol-lowing amendments

A) In the preamble, replace :

ttín accordance with resolutÍon 34/L38t'

by rfrecalLing íÈs resoluËion 34/L38" (1)

Cornmentary : the US delegation cannot accept that resolution
34/L38 be considered as the eole basÍs for the gl-obal negotiaËions. Given the

strong 77 request for a confirmation of this resolution, the proposal ís to

resort Ëo the word rfrecallingr', whích is very often used in UNO (for instance

in the preambl-e of resolutíon 34/t-38 ítself ).

B) Add a nehr sentence at the end of paragraphe 3 :

ttAs soon as a consensus Ís reached, the conference will enter

the substantive phasett.

Conmentary : this phrase means accePtance of the convening

of the conference, whích woul-d itseLf decide, Ín a prelÍminary phase, upon íts
agenda and procedures. As a consequence the necessiËy of a consensus being

reached before moving from the procedural phase to the substantíve one should

be recalled.

(1) U.S delegate has rese:r¡ed hís posítion, ín the absence of relevant instruction.

t





...lz

C) Add to the end paragraphe 4.

tt... WÍlL be respected by the conferencett

Comrentary : Thís amendment should not raise difficultÍee
with the 77, because it is obvious that the obligation of respecting the

competences of the specí al-í,zed ínstitutions applÍes above alL to the conference

itse Lf.

D) Insert ín the middl-e of the first sentence of paragraphe 5 :

rt... The ad hoc groups ít may create without duplicatíon of

existing appropriaËe fora ...r'

Conrrentary : In order to Prevent the creation of ad hoc gro_ups'

as envísaged in paragraphe 5, from ínfringing on the principLe establ-ished by

paragraphe 4 (íe independance of the special-ísed fora), this phrase ehoul-d

be added.

3. The groupe mentioned the desÍrability of nodifying the

North South part of the draft decl-aration of the surmit, in the case the heads

of state and Government could reach a consensus orr the poinËs mentÍoned

hereaboverr. FrN DE crTATroN.
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Flopes for a wider view of mon etaty policies suffer a setback, our foreign staff reports

L-.S. holds up mtve t+ryards intervention
EUROPEAN governments'
hopes of securing a more activeU.S. currency intervention
policyr this year through the
work 'of a special seven-nation mles.
study group appear to be
crumbling. The U.S. is insist-
ing on a highly detailed exami.
nation

domestic rnoúetary poliev to
take into account its impact,
through very high real interest
rates, on other 'Western econo.

In the meantime, the study
group has been saddlecl with a
Iarge ancl highly technical work
programme which ofrcials have

Minister, spokes optimistically
of using the study's conclusions
at a meeting of the seven's fin-

" Should the Ministers
decide not to meet in Janua,ry,
they could review the report at
tlie interim committee meet-
ing," (of the IMF, in Aprii)
says Mr Sprinkel.

?he study, which a,lso
involves

missionecl wo¡k,
ñ w;,ü äs--irävine secured a

very tho,rough study of interr-
ve,nûion, Mr Sp,ni,nkel aùso
appears to have bee,n succerss-ful i,n headi,ng off Eu,rope,an
pressure for .an exa,m,irnation of
possible future initervention
polioies. It has bee,n agreed
ih'at the wo.rk wi'll be a re'tro-
spe,ctbive focus on the pasrt
decade of flo,arti,ng exchange
r,ates.

" The impl,icatio,ns of the
study fo'r current and future
inter'\¡ention polieies would be
consirdered and discussed by
those who have the re,spon:
sihility for se,tti,ng intervention
Policy," says Mr Sp,ri'nkel's
su¡nma,ry of the group's
Wa Sh,ington dirscuss,io,ns.

The vrorking group seems
likely to l¡e confronted with
several questions:
O llas intervention reducetl
short-term exchange rate varia-
bility?
O Has intervention moderated
longer.te,rm swings in exchange
rates?
O I'Iave " bandwagon " or over.
shooting efiects been present in
the exchange markets, and has
intervention served to m,oderate
or prevent them?
O Over what time scale have
the effects of intervention per.
sisted?

O How has inte'rvention affected
econo¡nic variables other than
the exchange rate, eg. the
monetary base, interest rates?
lO Has intervention affected the
structure, size and funetioning
of sxchange and other fina,ncial
markets?
O Horyv has intervention affected
the profits of monetary
authorities?
C What effects have interven-
tion had 0n other eco,nomic
policies?

O llave the efrects of inteirven,
tion dependêd on the teehniques '
of intervention?

The working group may also
examine whether a specific ex.
ehange rate can be maintained
and for how long, and what
lesso,ns can lte drawn frorn the
experience of the Euro,pean
Monetary System.

Each country taking pârt in
the study has been asked to
supply a factual summary of its
excrhangs policy since 1976 with
details of the conditions.
m'e'thods and objectives of inter.
ventions. They will also provide
e statistical table giving
mo'nthly intervention amounts
between 1976 and 1981, as
defined by Central Banks and,
separately, the amount of
customers orders.

of intervention policies
prepared to wait until Denmark

beg'inin'g
France

Canada. Japan

- represenSing

fo'r the grou
Internaftional

and
the

next April for
discussion

a ministerial. less
level of the group's It therefore,
conclusions. to satisfy European wishes for

speedy conclusions which couldThe study was launched at
the Versailles economic summit contribute to an easing of some

and is

tary
likbly

policies

been unable to summarise in EEC Presúdency-as well as the
than five pages.
looks unlikely,

European Cornmission, is being
condt¡cted at two levels. The
top group, which inal,udes Mr
Sprinkel
officials

and other very senio'r
froln the sevenof the acute tensions in Euro- major indu,strialised nah',ns'

pean-U.S. relations. At Ver- Treasuries, is known a,s ,,the
sailles, for examp le, M Jacques deputies " and is responsible forDelors, the French Finance conducti ng and co-ordinating

the study. The deputies have
had on'1y one meeting $o far.

The detailed work is being
nother gloup of
officials. Theytional monetary order.', have bræn asked to Pr€pr¿¡g ¿A srrmmary o.f

at the be,ginning of June as one
means of cementing the pact
made there "to work for greater
stability og the world monetary
system."

\trhen they
suggestion of

took up the U.S.
the study, France,

Italy, Wegjt
UK hopefto
for persuading a very doubtful
Reagan Administration of the
need for more systematic inter-

foreign
After

group-the most recent in Brus
sels last Friday-its work also
looks

Germany and the ance ministers in the autumn carried out by a
use it as a vehicle to help build "a new interna- middle-ranking

discussions at its " expected report " to be lookedvention to curb volatility in Washri early th'is month at by tlhe deputies ancl

t'he grou¡r's
meeting in

ngton
little

S,pr:ink erl, the u.s. uncler

written outline of their

poss,ibly
a¡rnual
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{-
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Þ
è
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exéhange markets. shows sense of s,uc,h Ministers at the IMFthree meetings of the urgenc}¡, P,repared b:y Mr Beryl meeting in Toronto at the

Secretary for Monetary Affairs,
who is a mem,ber of the group
and a strong beùiever in mini-

of September,
and the U.S., plus " ato touch oD Írotrê.

and the need for
a more global approach in
developing them.. . European
moiletary experts see the exer-
cis*as an opportuniff to urge
the U.S. to widen its view of

third person," are to aot as
secretariat p. Tho

mal intervention, the sumnl,a ry Bank for Se'ttle-
says that the group may only ments and the In'ternational
be able to present an interim Monetany

to supf¡ly
Fund .are rto be askedreport for discussion by exisrting s'tudúes and

Ministers nexl January, possibly some specially co,m-
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On present plans the main subject for discussion at the G-7 dinner

in [oronto on 4 September will be the shape and scope of the

intervention study conmissioned by the versailles surnmit'

Briefing will be provided nearer the time but you may like to

have a brief account at this stage of the work of the Jurgensen

Group and the sort of issues which may cone up at the dinner'

Hethod of work

2. The Group has so far met three tines. Each of the seven

countries has a representative from its freasury and' Central Bank'

[here is also one representative each of the Comnrission and the

Presidency. since the Group was established by the versailles
Sunnit, the tr'rench chaired the first meeting and by common consent

have remained there. Although the Sumnit left open how the study

should be corrmissioned and in principle it might have been given

eg to the IUF, the view was formed d.uring the first neeting of

the Group that almost certainly the right approach was for
participants to pool experienee ie d.o the report themselves'

[his seems ]ikely to prove a quite fornidable undertaking'

Fortunately it has recently been agreed that the BIS should

supply (at their expense) a highly regarded German economist to

help with the process of writing the work up as we go along'

Nati 1 atti es

7. I am not sure that we have ever had enormously high

expectations for the outcome of this study. But we have felt

-1
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t¡rat it offered at least some hope of modifying extremes of
attitude, both und.ue recourse to intervention and equally, or more

sor the reverse. I wouLd judge that the unstated objective of

most participants is of a sinilar kind. Left to themselves, I
think the tr'rench would represent one extreme of the interventionist
school: but the fact that they are in the chair in practice tends

to contain their expression of such a view. 'Ihe Americans

undoubtedly maintain the notivation which led them to propose the

study in the first place ie they believe that the evj-dence wi]I
tend to support their current posture of non-intervention' but

in principle the¡r are prepared to see what the study throws uP'

As not infrequently is the case, the Germans and ourselves are

probably closest in general outLook.

Coverâse of studies

+. It is not yet clear what piece of paper may be purveyed at

the September dinner. But it is likely to bear some resemblance

to the outline of a possible report attached (thougn hopefully a

rather crisper version might be prod.uced). This list of contents

tends rather to mask some underlying differences of view about

how the study should proceed. The Americans have alL along 'sought
a very thorough-going exercise I think on the view, roughly speaking'

that the more sticks to beat intervention the better. [heir
formal- positiion is that their present policies d.erive from detailed

examination of intervention both by thenselves and. by numbers of

academics plus an understanding of the views of those affected in
the market. [hey cou]d only be shifted from the conclusion they

had reached by hard evidence on the efficacy of intervention. So

in addition to the provision of evidence of national practiee and

experience, they have seen merit in further so-called empiric work

on such questions as the efficiency of the market, together with
j-nvestigation of the effects of intervention on other policies.
In practice the Anericans can go some hray to exact their own price

for this study. But most other participants have sought to place

a linit on the by-ways into which this r¡rork could reasonably

-2
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proceed. In practice it is difficult to believe that the nucleus

of the work could be other than a comparison of national experience

of different episodes of intervention, both sizeable and modest'

Sharing of information

,. on present plans each country wi]l provide a "country leport"

setting its approach to intervention in recent years within the

context of its general economic policies. [here would be a

statistical annex containing nronthly figures of intervention'
sptit between straight market and customer transactions' In

adclition the Americans have asked for daily figures for use in

empiric studies. \rJe have been assured, that all this information

will not be caught under American Freed.om of Information legislation'
\,üithin reason, this is again a price I think we will need to pay

for this exercise. However it could well cause certain awkwardnesses

with the lreasury Committee who can be virtually relied on to claim

that they should be given no less than the beastly foreigners' lhe

whol-e question of information raises wider issues touched on below'

'l¡/or:k Drogr

6. At the last meeting of the Grouq,,i,"n Brussels we agreed that

v¡e shoul-d bring to Toronto copies of "f*country report, with

statisticgfruannex, such more d,etail-ed. inf ormation as proved

necessar1-i. on" "case studytr illustrating an intervention
ercperience of potential general interest. (f ile also are planning

to circulate a paper on the relevance of profitability as a

criterion of effective intervention.) These wou]d be discussed

at a meeting later in the month and we have ar::anged a timetable

of monthly meetings from then until the turn of the year when it
is expected we should be in a position to prqduce some form of

report.

Prognosis

?. untit we have actually carried through the work programme)

as opposed to outlining and talking about it, it is of course

7
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not clear how this exercise witl come out' There is no avoiding

the suspicion, however, that in large measure participants uray be

reinforceô by whatever emergeE in their current practices' ([he

Americans are clearly fearful that the case studies may produce

pious, self-congratulatory accounts) Ir.rd'eed' there must be a

sense in which no firn conclusions can be reached since it wilt
never be possibte to d.emonstrate, in any particul-ar instance ' what

would have happened. without the intervention being described' so

the upshot, and certainly the public upsirot, mai not be very

enlivening. But even if the public front is such as to make the

IHI¡ Articles racey by comparison., ít cannot and should not yet be

ruled. out that there wil-l- be some shift of climate in US opinions'

It is also the case that this will be the first time a study of

this kind has been done and there cannot fail to be some intrinsic
interest in how it comes out'

Issues in [ieot ember

B. The formal task of the discussion in september will be to

end.orse or qualify the work progralnme suggested by officials and

the tinetable envisaged. [here are of course potential issues

here, but I doubt if you will wish to dwell on them at this stage'

g. Perhaps the most serious point to be establ-ished, certainly

as things seem at the moment, is that there will be no more leaking

while the work goes for"vr¡ard. In the run up to the versailles surnmit 
'

Iutr Sprinkel seemed to be giving about one press conf erence a day '
It is difficult to avoid the conclusion that the very full and

circumstantial lg.k in the Financial 'Iimes last week was his

responsibility. unless we can be quite clear that confidentiality
will be preserved, there seems little merit in this exercise going

fonuard. This bears on the provision of sensitive figures and

frank aecounts of our attitudes. Until this has been aired' I
would. be d.isinclined to hand over any sensitive figures- lrle are

also choosing for our first of two case studies the relatively
uncontroversial (in tne sense of already pu'olic) account of the

experience of capping the rate in 1977 '

l¡y-
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rJ¡ A sonewhat relatêd issue which might usefully be aired is
what form any eventual publication night take. sone forn of

publication seems inevitable if only given the origins of the

exercise in a need to achieve soüe shift in us attitudes' In

practical terms a report of readable length (say L5-2O pages) 
'

night be a sensible objective as a basis for Ministerial discussion

of the substance. This coul-d pave the way to some shorter

publication, partly as a v"ay to pass on the fruits of the

ercperience to the Interin Connittee but also for wider use'

This might perform a useful function in relation to the Treasury

Conmittee. If, however, the prospect of agreeing any such

document proves too ambitious,, we míght need to make do with some

ratber generalised coÌnmunique accompanied by publication of some

documentation accrued en route - the Americans, for examPlet

night wish to publish sone of their empiric studles if they get

an¡nrhere. Although these matters could usefully be aired, it is
however doubtful if any conclusion could be reacfled at [oronto'

R G I'A,\TEIIE
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OUTIINE OF INIERVENTION STUIY

l- :Se

This section of the report will discuss:

the motivation of this study of errperience with foreign

exchange market intervention under a fl-oating exchange rate

system;

varialoility of najor exchange rates in the context of

todayts g1oba1 exchange rate arrangements;

contribution to stability of exchange rates from greater

convergence of economic policies and considerations

relating to the possible role of intervention in this
context;

objectives of intervention operations of the participating
countries. (Tnis naterial will be drawn prinarily fron

the fact sbeets and case studies, and wilt seek to summarize

and classify the different objectives across eountries and

over time, of nonetary authorities in their excbange market

operations. since some of the participants have Elis obli-
gations, these will be included in the brief d'iscussion')

Def tion of intervention

1¡his section of the report wi]-l summarize the llorking Groupts

discussions, of various issues concerning the definition of

intervention¿

- The distinction between pure exchange market operations

and. exchange market operations which also have a monetary

effect will be summarized on the basis of the working

Groupts discussions of this topic'

1
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conventional definitions of exchange market

operations. (frris subsection of the roport wi]1
ill-ustrate sone of the conceptual pro'blems involved in

a normal- central bankerrs definition of intervention' ê8

customer transactions, transactions that may not be

motivated by a desire to affect exchange rates, interest

payments and receipts, IW' transactions' It will also

illustrate the broad.er concepts of intervention, e8 external

borrowinginforeigncurrenciesbytheGovernmentor
motivated by the Governrrent, directives to commercial banks')

- The intervention data used by the working Group'

mar inte ntio sa str o nn

eff ects of exc nge ra tac

[his section of the report will surnmarize, on the basis of the

case studies and statistical analyses, the wo::king Groupts

findings concerning the effects on exchange rates of exchange

market intervention. [he for]-owing topics will be covered:

(r) [he effectiveness of intervention in reducing exchange

rate variability. Day.to-day, week.to-week, and month.to-

uionth time intervals will be considered separately, along

with the questions relating to experience with intervention

inholdinganexchangerateorinfluencinglonger-term
swings in exchange rates. A related question is whether

attemptstoinfluenceexchangeratesovershorttime
intervals affected variability over longer periods' One

important aspect of this discussion will be whether the

effects of intervention persist for an extended period of

tine or tend to die out rapidly. Issues relating to the

efficiency and dynamic behaviour of exchange markets and

their possible links to intervention operations will be

discussed, eg bandwagons, overshooting'

(¡) [he inf]-uence of accompanying economic policies on

the impact of exchange market intervention'

-2
COT{FIDENTIAL





CONFID¡JNIIAI,

(c) The effects on exchange rates of different methods of

co-ordinated intervention,, including the lessons to be drawn

from EllS intervention experience.

(¿) [he effects on exchange rates of different techniques

of intervention, €g spot, forward, active, passive, announced

and unannounced.

interventi as an ins trument of economic policv:Excha market
other ffects

This section of the report wil] summarize, on the basis of the

case studies and statistical- analyses, the !'lorking Grouprs

findings concerning the effects of exchange market intervention
on other aspects of economic policy and performance.

(a) lhe nature and magnitude of effects of intervention on

monetary policyr eg monetary bases, interest rates.

(¡) Effects of exchange market intervention on the

formulation and, execution of other economic policies'

(c) Effects of intervention on the structure, size, and

functíoning of exchange and other financial markets as

well as on capital and investment flows'

(A) The profitability of intervention: whether this is a

useful criterion for judging the effectiveness of interventiont
and whether this concept can be measured'

Summa and conclusions

Appendices

(a) Country rePorts (fornat).

(¡) Case studies (list of proposed cases with d'ates and countries) '

(c) Reviews of the literature and analytical studies (tist) '
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