


F‘ WOMIC Tfoucy

=

PT1: May 1936

.

_—

Tt . t
!' |_J_'!'.£- wd LA,

Referred to Drate Referred to Referred to

B, TIPS

[ L.

-8 | F"hﬂﬂ_

Sl Of

POEM

N 4
Do

Lia3aa0sn 3 11583 2010




Published Papers

The following published paper(s) enclosed on this file have been
removed and destroyed. Copies may be found elsewhere in The
National Archives.

CANADIAN OUTLOOK. Economic Forecast, Spring 1988.
Volume 3, Number 3
Published by The Conference Board of Canada. ISSN (0829-8416

Date 2 T;?A}/ 20/4

PREM Records Team




® 4 C g/
AUSTRALIAN HIGH COMMISSION vije
W ALISTEALLA HOLISE

=TRAND
LOMNDON WCZB 4LA

THE HIGH COMMISSIONER 01-438 B220
11th Juns, 1988

The Rt. Hon. Margaret Thatcher, MP.,
10 Downing Street,
LONDON  sSW1

TORONTO SUMMIT

Y

_.- 3
| :.-"'ljr-'-"--"' e i .-.-"..;'I LAy 'IIJ-; ol ¥

I have much pleasure in attaching the text of a letter [rom
the Australian Prime Minister, The Hon. R. J. Hawke outliming
points of interest to Australia at the forthcoming Toronto
Summit.,

The Australian Prime Minister has asked me to ensure early
delivery to you of his letter and Lo seek your sympathetic
consideratlion of, and support for, the matters he has set out.
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TORONTO SUMMIT: PM'S SPEAKING NOTE FOR THE OPENING SESSION

You asked Geoffrey Littler for comments on the attachment to your
letter of 7 June to Rodric Braithwaite. Geoffrey, who is in
Brussels today, has asked me to pass on to you consolidated

Treasury comments, including those from the Chancellor, and these
are attached.

I am copying this letter and attachments to Rodric Braithwaite and
Tom Richardson.

Wl

L

Wise

H P EVANS
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.J.H!EHTE ON DRAFT SPEAKING NOTES FOR PM

GENERAL

The draft provides more material than the PM is likely to want to
uge at this session. Cutting paragraphs 3 to 10 for this opening
informal talk would leave some of that material for the Turther
round of general comment at the Monday morning plenary.

Given the recent statements by both Baker and Mitterand, the
question of international debt needs to be raised in these opening
remarks, even if only as a trailer for a fuller statement the next
day.

Paragraph 2

"vaar" ghould be "years", to avold the charge of short-termism.
Paragraph 3
Add *European' before "Commission®.

I suggest for some glcocomy facts about the world economic situation
in 1981-82 the following:-

i" ie World recession in the period 19B0-82: output growth

averaged under 1 per cent over these three years, and output
actually fall in 1983.

il Inflation in the industrialised countries averaged
about 10 per cent in 1981 and 1982,

i 3 Interest rates were wvery high: short term dollar
rates averaged 16 per cent in 1981].

Paragraph 4

I suggest this paragraph is reshaped, on tha following lines:




|§ -ﬁfhe problems of the world economy are not all solved. Far
from it. But there has been an enormous improvement in the
world economic situation in the last six or seven years. In

particular:

growth has averaged a good 3 per cent a year
1982 ;

inflation has com= down to and stayed at around
cent

interast rates have deeclined to aronnd
cent:

in many countries; unemployment 1s falling.
H.

CFE'-I-'-?__._: _'__.___.

~— But™ there remain serious problems: the fiscal deficit in the
United States; and trade imbalances thers and in Japan and
Germany; the protectionist threat; the massive scale of

agricultural protection and éﬁbﬁﬂff{'ahd the serious position in
many developing countries;,; especially in Africa.

II -

Paragraph 5

Can we add the thought that international co-operation fell apart
in the 19703 and has been gradually re-built during the current
gerieg of summits. The US want to emphasise the "co-ordination®
theme: our suggestion would lead to more general (and better)
language for a communigue than the US ideas about indicators.
More specifically, in the third sentence, rephrase * & change
in the approach to economic policy of historic proportions®. And
in the final sentence: "... privatisation and the need £for £freer
world trade especially in agriculture; following our discussion at
the Toyko Summit in 19B&6."




.gra graph 7

Fourth tisret. I wonder whether we couldn't use a bettar
guotation, &g from the 1%87 Venice Summit as follows:-

and hera I use the words in the esconomic declaration
issued in Venice in 1987 - "Allow market signals to influence

«+4+ BAgricultural production.*"

Paragraph B

I suggest wa resarve what we have to say on the US budget and
trade deficits and the German and Japanese positions for the
Maonday session. 0On the present text, T think we are in danger of

cverdoing the fragility and unsustainability. 8o 1 propeose that
the last three sentences are run together in the following way:-

"Despite the progress, more has to be done in the years ahead
to reduce the imbalances."

Paragraph 3

Let us amplify in a general way:-
il
f1t is wital that the surplus countries too play a full part
in resclving the imbalances problem. But it is through
structural reforms to open their markets and invigorate their
economic performance - mnot through fiscal stimulus - that
they must make thelr contribution.?® {:

Paragraph 10

The Chancellor thought this paragraph could be a candidate for
deletion.

Paragraph 11

Fenultimate sentence: "But we must give an impetus ..." and then
delete the final sentence.




Qa. ragraph 12

The PM might like to work in a personal comment on the following
lineg:-

"We all Cay tribute to tha firm resistance against
protectionism which President Regan has shown. I hope he
will help uws to go as far as possible in our public
communigque to commit his successor to the same robust
attitude."

Paragraph 13

This could be drastically shortenad by eg omitting everything
after the first sentence, with the exception of a slightly
redratted: “We must not hold up action until an agreement is
reached on everything. In addition, the strengthening of the GATT
itself must be a high priority".

Agricultura: Paragraph 15

I would delete the words "too often” from the second sentence, and
finish the sentence with "... unfair burdens on the consumer and
taxpayer."”

Paragraphs 17 and 1B

I wonder whather we could make this a little more pointed by first
of all adding the words "far more needs to be done® to the end of
paragraph 16 then recasting paragraphs 17 and 18 into the
following form:-

I SR

*Oar aims are cleari-
J:fl:.}-.

. | - first, Bs our long term objectivae, to work for
tﬁ liberalisation of world agricultural markets, through
major reductions in owverall support and protection; -




- gegcond, to determine a framework for the GATT
negotiations; that focuses specifically on an overall

measure of support [such as the producer subsidy

equivalent];
= third, to make operational the standstill

commitments that were agresed at Punta Del Este;

- fourth, a multilateral commitment to specific early
action that not only prevents the situation getting

worse, but also makes real headway towards our long

term obhjectives.” [lﬂ ﬂ

Paragraph 159 ]?

On debt, I suggest: ﬁﬁ; have been greatly encouraged in recent
waaks by the willingness of the United §States and France, 1in
particular, to join in the search for concessional solutions. Let
me urge as many as possible to do what we have advocated: cut
interest rates on official debt, on the conditions we have laid
down. For those unable to do this, then some other wvislible and
additional move is vital: extending the rescheduling period to 25
or 30 years is one possibility. The important point is that all
countries must take action that will bring a significant reduction
in the interest burden over and above what has already been done.
It is wvital we now reach a conclusion an this issueg{ifj)

Paragraph 20

f Expand to include reference to co-operation eg: "Mr Chalrman this

summit gives us an opportunity to reinforce the
international co-operation of recent years and so to shape
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TORONTQO ECONOMIC SUMMIT: THE PRIME MINISTER'S SPEAKING
NOTE FOR THE OPENING SESSION

As you know, the Prime Minister has agreed to
Mr. Mulroney's regquest to open the discussion at tha first
zsession of the Economic Summit. The purpose of this i{nitial
discussion is for the Heads to describe their main priorities
for the Summit.

Mr. Mulroney's hope is that she will speak without notes
in order te encourage the informality of the occasian.
Nevertheless, I think that it would help the Prime Minister if

she had a speaking note on which she could base her
intervention.

I attach a draft of such a note, which reflects
Departmental comments. I should be glad to know whether tha
Poreign Secretary has any views on it. The speaking note is
long and I doubt whether the Prime Minister will wish to use
it all at the first session. But it could provide a quarry
far use elsewhere during the Summit.

I am sending a copy of this letter to Alex Allan in the
Treasury, and should be grateful to know whether the

Chancellor of the Exchegquer has any comments on the draft. A
copy also goes to Trevor Woolley in Sir Robin Butler's office.

A]Efﬂi? ﬁi/tn
(N.L. WICKS)

Lyn Parker, Esq.,
Foreign and Commonwealth Office.

CONFIDENTIAL
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DRAFT SPEAKING NOTE POR THE PRIME MINISTER TO USE AT THE

OPENING SESSION OF THE ECONOMIC SUMMIT

Any initial courtesies which are necessary
8.9. welcoming Mr. De Mita and Mr. Takeshita
congratulating Presgsident Mitterrand
gaying farewell to President Reagan
thanking Mr. Mulroney for the Summit

darrangements, &tc.

The annual EBconomic Summits are a time for sharing, guite

informally, experience on the economic situation and a

time for resolution on the common economic action which
we should follow in the years ahead. The Summit forum
alone can see avery dimension of the global issues
before us. Summits have provided, in the past,
opportunities for leaders to take charge of issues from
the bureaucrats and give them a political push which can
only come from the very top. This Summit should be no

exceptlion.

[Paragraphs 3-10 can be omitted in the interests of brevity.]

This is the last of this series of Summits which
President Mitterrand initiated in Versailles in 1982.
President Mitterrand, President Reagan and the President
of the European Commission (who was present as the Prench

CONFIDENTIAL
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Minister of Finance) will remember the problems which

facaed ns at that Summit.

(i) World recession in the period 1980-82: ocutput growth
averaged under 1 per cent over these thres years, and

output actually fell in 1982.

(i1) Inflation in the indostrialised countries averaged

about 10 per cent in 1981 and 1%82.

{111) Interest rates ware very high: short term deollar

rates averaged 16 per cent in 198l.

The problems of the world aconomy are not all solved.
Far from it. But there has been an enormous improvement
in the world economic situation in the last six or seven

years. In particular;

(i) growth has averaged a good 3 per cent a year since

19823

(ii) 1inflation has come down to and stayed at around

3 per cank;

(iii) interest rates have declined to arocund 7 per cent;

(iv) in many countries, unemployment is falling.

But there remain serious problems: the fiscal deficit in

CONFIDENTIAL
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the United States, and trade imbalances there and in
Japan and Germany; the protectionist threat; high
unemployment, especially in Burope: the massive scale of
agricultural protection and support; and the serious
positien in many developing countries, especially in

Africa.

That improvement has not come about by accident. The
seventies were a decade of Einancial irresponsibility,
economic mis-managemeant and economic ocpportunity
foregone. But in the Eighties, the Summit countries have
lead the way in implementing a change in the approach to
aconomic policy of historic proportions. Successive

Summit declarations bear witness to that change. And

many other countries are now following our lead.

International cooperation fell apart in the Seventies and
has been gradually rebuilt during the current series of
summits. Priority has been given to inflation and to
prudent fiscal and monetary policies. But the real
innovation has been the emphasis on "structuoral reform®,
tax reform, abolishing controls, introducing competition,
privatisation and the need for frear world trade
egpecially in agriculture, following our discussion at

the Tokyo Summit 1986.

The recent record of economic history shows the rightness
of these policies, The world economy could not have
withstood so well the shock of last Autumn's fall in

stock prices unless our policies had built sound

CONFIDENTIAL
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foundations,

I suggest that our task at this Summit is to consider how
to carcry these policias through the rest of the Eighties
and into the Nineties, so that we can carry on the
progress already made. That will require,

first, continuing acticn to reduce trade and

budgatary imbalances;

second, progress with our national structural reform

].J!I:"_'Ilg Cammes §

third, a successful conclusion to the Uruguay Round;
and as part of that,
fourth, continuing action to - and here I use the
words in the Economic Declaration issued in Venice
in 1987 - "... allow market signals to influence

.. Agricultural production ...",
fifth, supporting the developing countries in their
afforts of economic reform; and I want to say
something on the various debt initiatives in a

moment ,

The Imbalances

8.

First on the imbalances. Despite the progress, more has
to be done in the years ahead to reduce the imbalances,
and I will want to say more about that in our session

tomorrow.

CONFIDENTIAL
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Structural Reform

9.

It is vital that the surplus countries too play a full
part in resolving the imbalances problem. But it is
through structural reforms to open their markets and
invigorate their economic performance - not through

fiscal stimulus - that they must make their contribotion.

Education and training is a particular element of
structural reform that I want to stress. We face a
decade of technoleogical change, fewer young people coming
into the workforce, and the need for training and
retraining, not just for the young people but right
through the working life, so that people can be
re—egquipped with new skills. I look forward to
discussing this important issue at our informal session

tomorrow. )

Trade and agriculture

11.

Agriculture and trade are, in my view, priority topics
this Summit. Certainly, Summits are not negotiating
bodies. We cannot get into the details whiech are under
discussion in Geneva. But we must give an impetus to
those discussions and map out some common directions so

42 to keep up the momentum.

Trade

14.

To take trade first: too often in the last few years

CONFIDENTIAL
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there have been threats of trade wars. Protectionism has
inched forward. And protectionism reduces growth in our
countries, puts up inflation in the short term, increases
unemployment in the long term and damages the developing
countries. The GATT Round provides an opportunity to
turn back protectionism to the benefit of both our own
economies and to the developing countries. We must seize
that opportunity and maintain and extend the open world
trading system by multilateral reduction of trade

barriers.

I believe that the Mid Term Meeting (MTM), to be held in
Montreal in December, offers a valuable opportunity to
demonstrate that real progress can be made in all areas
of the Uruguay Round. This progress should cover the
areas to which we gave special emphasis at our previous
meating at the Tokyo summit, namely trade in services,
intellectual property rights and foreign diract
investment. A significant step towards the Round's
succassfal conclusion would be the establishment akt an
early date of an agreed negotiating Eramework. I
believe, too, that we should use to the fullest extent
possible at the mid term meeating the provision in the
Punta Del Este Declaration which permits the
implementation of agreements reached at an early stage

the negotiations. We should not hold up action on any

1ssue until agreement iz reached on all issues. For

example, tropical products are a high pricrity for the

developing countries for whom there is unlikely to be

CONFIDENTIAL
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much else on the table at Montreal. If we can by then
agree on other issues too, so much the bettar, Above all
the strengthening of GATT itself is a high priocrity. We
should work for the earliest possible agreement on ways
of reinforcing the GATT process: through greater
involvement of political Ministers; through
intensification of the surveillance of trade policies:
and throagh greater effectiveness of dispute settlement
procedures so that disagreements can be resolved

speedily, conclusively and fairly.

I suggest that these are the cbjectives which Summit
countries should set themselves in making their
contributions to the preparation for the Montreal

mesting.

Agriculture

15.

The Venice and Tokyo Summits made reform of agriculture
policy a priority for our Governments. Present
agricultural policies distort national economies by

putting unfair burdens on the consumer,

In February the EBuropean Community took some important

first steps to reform agricultural policy. We now have:

a legally binding ceiling which will cut the growth

of agricultural spending to less than 2 per cent a

year in real terms, from around 10 per cent in

CONFIDENTIAL
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recant years,

and automatic stabilisers for each individual
commodity which will cut support levels if
production exceeds pre-set levels, and thus

discourage surplus production.

If production continues on current trends, the
stabilisers will save some 54 billion in the three years
1988/90. In cereals alona, if production continues to
risa, support levels will fall by 15 per cent over the
next four years. For oilseeds, where we already have a
stabiliser in place, the new measures should save a

further %1 billion by 1990.

That agreement was a real achievement for the Community

and for the world.

No-one should belittle what the Community hags achieved.
But far more needs to be done by all of us to achieve our

agreed [i.e. in the OECD Communigue] long term cbjective

of reducing agricultural support and protection, while

maintaining, at the same time, a dynamic and viable

agricultural sector.

This Summit should make clear that the Montreal Mid=-Term
Review should give a good shove to the negotiating
process. So far there has been a dialogue of the deaf

between our officialg. I believe it iz for us hara to

CONFIDENTIAL
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re-inject the sense of political urgency which we so
successfully invoked at our Summits in Tokyo and Venice.

Tha aims are clear:z=-

first, as our long term objective, to work for
liberalisation of world agricultural markets,
through major reductions in overall support and

protection;

gsecond, to determine a framework for the GATT
negotiations, that focuses specifically on an
overall measure of support [such as the producer

subsidy eguivalent];

third, to make operational the standstill

commitments that were agreed at Punta Del Estej

fourth, a multilateral commitment to specific early
action that not only prevents the situation getting
worse, but also makes real headway towards our long

term objectives.

We should not try to negotiate the details now. But we

should commit ourselves, here and now, to make concrete
progress towards agreement on these matters at the

Mid-Term Meeting in Montreal in December.

CONFIDENTIAL
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Finally, a word on debt. I have been greatly encouraged
in recent weeks by the willingness of the United Statas
and France, in particular, to join in the search for
concessional solutions. Let me urge as many as possible
to do what we have advocated: cut interest rates on
official debt, on the conditions we have laid down. For
those unable to do this, then some other visible and
additional move is wvital: extending the rescheduling
pericd to 25 or 30 years is one possibility. The
important point is that all countries must take action
that will bring a significant reduction in the interest
burden over and above what has already been done. It is

vital we now reach a conclusion on this issue.

There are many other issues we need to consider at the
Summit - the Newly Industrialising Bconomies is an
obvious example. But I will reserve my comments on this

gubject uantll later.

Mr. Chairman, this Summit gives us an opportunity to

reinforce the close international cooperation of recent

years and so to shape economic history for the rest of

tha century. Let us seize it.

CONPIDENTIAL
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10 DOWNING STREET '

ONDON SWIA 24
L " A 10 June 1988

From the Principal Private Secretary

TORONTO ECONOMIC SUMMIT: DRAFT COMMUNIQUE

We agread that it would be helpful iE I put together
the draft of the sort of economic declaration that we would
like to emerge from the Economic Summit, The first draft is
now attached and I should be grateful for your comments and
those of Geoffrey Littler thereon. Pleaszsa could I ask that
you and Geoffrey and Tom Richardson, te whom T am copying
this lecter and enclesugre, treat ik on a personal basgis and
not show this material to anyonse without talking to me
Elrst.

The draft is long - probably some 10 or 11 pages in
normal type - but I would be surprised if the final version
issued from the Summit was not of this length. On
particular points, there are some square brackets on which
My Ccomments ares:

1. Page 3: this material can be cmitted in the
intereste of brevity;

Page 4: Gecffrey might confirm that the words "the
growth of* need to be inserted in this sentence,
the substance of which is otherwise drawn from the
thematic paper:

Page 8: could you confirm that the sgquara
bracketed material at the end of the firat full
paragraph on this page represents our policy:

Page 12: could Geoffrey provide a passage, of six
or 80 lines, on what we would like the communigue
to say about the various debt "initiatives"™,

Please could I have comments by close of play on
Tuesday 14 June.

I am sending a copy of this letter and enclosure to

Geoffrey Littler (H.M. Treasury) and to Tom Richardson
(Poreign and Commonwealth 0ffice),

N. L. WICKS

Rodric® Q. Braithwaite, Esqg., C.M.G.,
Foreign and Commonwealth Office.

PERSONAL AND CONFIDENTIAL




We, the Heads of State or Government of the seven major
industrialised countries and the representatives of the
European Community, meeting in Toronto at the invitation
of the Canadian Prime Minister, have reviewad the
economic policies which we have undartaken since the
Versailles Summit in 1982, the first in this series aof

Summits.

We believe that the sustained application of these
policies, applied in a spirit of co-operation between our
countries, has helped to bring growth, greater prosperity
and lower inflation to our countries and to the benefit
of the world economy generally. We are reszolved to
extend and strangthen the application of these policies
and to deepen the co-operation so as to carry forward
this process of economic renawal, both in our countries
and in the warld economy generally, throughout the rest

of this decade and into tha next.

Eince the meeting in Versailles in 1982, the Heads of
State or Government have agreed, as successive Summit
Declaratiens have witnessed, that the foundations for

prosperity, more jobs and low inflation lie in the

application of the [ollowing principles:

= the development and implementation of economic
peolicies through a medium term strategy with the

priority given to the conquest of inflation:




the need for progress in correcting unsustainable

budgetary and trade imbalancesgj;

reform of the structures of our economies, including
greater reliance on competitive forces, so as to
improve bheir efficiency and adaptability while
acting to cushion the effects on change on those

least able to protect themselves)

recognition that stability of the world financial
and economic system reqguires deep international

economic co—operation;

strengthening the multilateral trading syvatem of the

GATT and adijusting agricultural palicies;

supporting the developing countries in their afforts
to implement effective programmes of structural

reform and macroeconomic adjustment.

The wide acceptance of principles represents a

fundamental and historic shift to a sounder basis fFor

economic policy.. Their application in our countries, and

more generally, has helped bring about a substantial

improvement in the world aconomy.




CAN BE OMITTED
[We noted in our discussions in particular the favourable
developments in the world economy since our last meeting

in Venice, notably:

the sixth year of economic expansion aof the
industrialised countries, the restraint of
inflation, and the progress made towards the

moderation of the major trade imbalances;

the strenthening of international economic
co-operation and economic policy co-ordination which
has helped to sustain the world financial system
through the shocks brought about by the fall in

secarity prices last aaotuamn;

the greatly welcomed improvement in the situation of
some developing countries, as shown through the
improvement in their terms of trade, the strong
growth 1ln world trade and the decline, on aggregate,
for the first time since 198[2Z] of their debt export

ratiol.

While we note these hard-won developments with

satisfaction, we are conscious of the challenges before
us which need to be met 1f oor countries, and the world
in general, are to progress into a further era of
prosparity. To that end, we are resolved to

continue to apply in each of cur economies the six

principles of economic poliecy which are described above.




MACRO-ECONOMIC POLICY

We have developed and strengthenad the co=-ocrdination of
our economic policies; and will continue to do so.
Developments in the wake of the Financial strains last
October demonstrated the effectiveness and resilience of
the arrangements that have smerged. We enpcourage the
Group of Seven to pursue their regular reviews of
countries policies and performance. We welcome the
progress made in the Group in refining the analytical
of indicators. We will continue ta parsue fiscal,
monetary and structural policiss which will forestall
resurgence af inflationary expectations, foster the
adjustment of the international imbalances and so
reinforce the conditions for greater exchange rate
stability. We will follow, and where feasible
strengthen, the agreed strategy of co-ordinated afforts
to reduce [the growth of)] spending in countries with
large external deficits and sustain the momentum of

domestic demand in countries with large external

surpluses in order to manage the transition toc more

sustainable economic and financial positions in a way
which sustains non-inflationary growth. As part of this
process we attach importance to the reduction of
unsustainable budgetary deficits; and look for early
action on this front. We believe that the Newly
Industralising Egonomies with large external surpluses

should play their part in reducing the international




imbalancaes. Thea Heads of State or Government reaffirm

tha Group of Seven's view that sither excessive

fluctation of exchange rates, a further decline of the

dollar, or a rise in the dollar to an extent that becomes
destabilising to the adjustment process could be
counter-productive by damaging growth prospects in the

world economy.

STROCTDRAL REFORMS

We will continue to reform the structure of our
economies, o as to make them more efficient, enhance the
cffectiveness of macro-sconomic policie=s and provide the
basis for more robust growth. The programmes of reform
will include measures to remove barriers, controls and
regulations which inhibit enterprise; increase exposure
to market competition, for example through privatisationg
remove disincentives to work, save or invest, through tax
and other reforms; and improve the potential of workers
through better education and training. The Heads of
State or Governmént welcomea the further development of
the QOECD's surveillance of structural reform,

Agriculture remains one of the most serious structural
problems in both developed and developing countries. We
will take further positive action to encourage
appropriate policy reform efforts while taking steps to
maintain satisfactory levels of farm incomes, preserve
rural communities and protect the environment, in ways

which do not distort production or market decigions. We




walcome OECD's increased emphasis on structural

ad justment and development in the rural economy.

THE MULTILATERAL TRADING SYSTEM, AGRICULTURE ANMD THE

URUGOAY EOLIND

Bn open international trading system is one of the
foundations necessary for the the era of growth, lower
inflation and higher employment which we all seek. Thus,
a successful Uruguay Round is of critical importance. We
call on all contracting parties to be ready to make the
fullest contribution to the negotiations and be preparad
to accept lewvels of obligation conslstent with their

daegree cof economic development.

We call for substantive progress at the Montreal Mid-Term
Meating in Decembar in establishing negotiating

trameworks, in particular in the areas we emphasised in

Tokyo, namely trade in services, intellectual property

rightes and foreign direct investment. Pull provision
should be made of the early implementaticon provision in
tha Punta d=l1 Este Declaration. In this context, we
attach a high priority to the strengthening of the GATT
itself, through greater involvement of Ministers,
intensification of surveillance of trade policies and
greater effectiveness of dispute settlement procedures s5o0
disputes can be resalved speedily, conclusively and
fairly. We believe that GATT discipline should be

tightened so that members accept their obligations and




recommendations on dispute settlement are implemented.

We will be guided by these objectives in preparing for

Montreal .

We welcome the Free Trade Agresment between Canada and
the 05A and the European Community's steady progress
towards -thelr target to complete the Single European
Market by 1992. Such arrangements should pe devisaed and
operated in a way which extends, and dees not detract
from, the open international trading system. Rocognising
the critical and expanding role of internaticnal
inveatment to the world economy, we express our resolve

ko maintain liberal international investment policies.

The Mid-Term Review should alsoc make progress on the

reform of agricultural policy, which the Tokyo and Venice

Summits made a priority for our Governments. We

recognise that important first steps have been taken to
bring agricultural supply intoc better balance and to
restrain the rising costs of agricultural support to
taxpavers and consumers. But far more needs to be done
to achieve our long-term objective of liberalising
agricultural markets through progressive and sustained
reductions in support of protection, while facilitating
the development of a viable and dyvnamic agricultural
sector in developed and developing countries. We
acknowledge, therefore, the urgent need for early action

on a4 concerted multilateral basis, consistent with our




lang—term goals, to prevent the deterisraticon of market
imbalances, the continuation of zelf-defeating axport
subsidy competition, and any increase in the isolation of

our markets.

Recognising that agriculture is a key element in the
success of the Urugnay Round, we endorse the view of

the OECD Ministerial Communigué that it 18 important for
the Mid-Term Beview to add impetus to the negotiating
process. We give oar full backing to the OECD commitment
to seek to agree at the Mid-Term RBewview a framework
approach for the long—term; with the objective of making
Ehe agricultural sector more responsive to market
gignals, and with short-term elements [which should

include the immediate down-payment towards the long-term

goal of liberalising agricultural markets, together with

a commitment to freeze support at present levels].

We commit oursalwves to seek results at the Mid-Term

Review on this basis.

NEWLY INDOSTRIALISING ECONOMIES

Recognising the importance to the world economy of
certain Newly Tndustrialising Economies in the
Agsia/Pacific region and our strong interest in enhanced
co-operation, wa call for an improved and constructive
dialogue between the industrialised countries and the

Newly Industrialising Economies, as well as other




outward-orientated countries in the region, with a view
to aarly co-operative efforts to achieve the
international adjustment necessary to sustained and

balanced growth to the world economy.

DEVELOPING COUNTRIES AND DEBT

We believe that the prospects of successful performance
of the developing countries depend crucially on strong
and sustainable global growth, an aopen international
trading system, adeguate Einancial flows and, most
importantly, a commitment by debtor countries to

appropriate economic reform.

Middle Income Countries

The only viable strategy for dealing with the debt

problems of the highly inedbted middle income countries

is the market-orientated, growth-led strategy based on

the case by case approach. Although progress towards a
lasting solution has been slower than hoped for, this
strategy has achisved significant progress in a number

Areas:

many indebted countries have begun the process
macroeconomic adjustment and structural reform
necessary for sustained progress, encouaraging the
raturn of flight capital and new investment

flows;




lending from official sources haz continued o

grow abt a significant rate;

the "menu approach™ has continued to expand and
has [aciliktated the channelling of commercial

bank lending into productive uses; and

tha risk to the international financial system
has b&en greatly lessened as commercial banks

have strengthened their financial positions.

DEficial financing and the international financial
institutions have played and will continue to play a

central role in the debt strategy:

through the Paris Club, over US573 billion of

principal and interest have been consolidated
since 19B3. Export credit agencies will continue
to play a flexible role in promptly resuming or
increasing cover for countries which are

implementing comprehensive adjustment programmes;

the U5574.8 billion General Capital Increase
{GCI) for the World Bank will substantially
increase avallable resources. Speedy approval
and subscription to the GCI by all governmants 1is

esgsential;




the modified Extended Fund Facility (EFF) of the
IMF will support emphasis on madiam-tarm
structural adjustment. Also, the incorpoaration
inte Pund programmes of external contingency
mechanisms would assist countries to adhere to
their adijustment programmes in the face of

unexpected adverse external events.

Commeccial banks hold nearly two-thirds of the external
debt of the middle-income countries, and their continoed
involvement 1in the debt strategy iz essential. In this
regard, the World Bank and IMF can play an important
catalytic role in mobilising additional financing from
private (and official) sources in support of debtor

counkries” adjustment programmes.

In recent years there has been increasing recourse to

innovative financing technigques. We beliave that the

Flexibility of the present stratgy would be enhanced by

the encouragement of such techniques to improve the
guality of new lending and by the further broadening of
the "menu approach". We also attach importance to the
role of international direct i1nvestment 10 SpUrring
economic growth and alleviating the debt problems in

davel GF”' ng countries.

Debt of the Poorest

The debt burden of the poorest developing countries,




agpecially in Sub—-Sahara and Africa, reguires the
developing countries to persist with strong adjustment
measures and developed countries to provide adequate
concaezsional assistance. We note the encouraging
progress in dealing with the debt burden over thea past

yEeari

the recent enhbancemsnt of the IMF'"s Structural

Adjustment Facility by SDR 6 billion will

substantially increase funds available on highly
concessional terms for lew-income coantries

undartaking structural reform;

the World Bank, in conjunction with ODA agencies,
has put in place an enhanced programme of
co—-financing ailmed at the poorest countries. The
donors have announced a total contribution
amounting to 0556.4 billion for the period

1988/90;

the fifth replenishment of the African
Development Fund has reached a total amount of

dpproximately US53 billicn;

Paris Club ecreditors are rescheduling debt at

extended grace and repayment periods.

[Geoffrey Littler to provide a passage on what we would

like the Economic Declaration to say about the wvarious




Binitiatives™.]

OTHER ISSUES

In addition to economic matters, we discussed other

LESUBS:

Frotection and enhancement of the eavironment is
egsential. The report of the World Commission on
Enovironment and Development has stressed that
environmantal considerations must be integrated into all
areas of economic policy making i1f the globa iz ko
continue to support humankind. We endorse this concept

of sustainable development.

Threats to the enviccnment recognise ng boundaries.
Their urgent nature reguires strengthened interpational
co—aperation, not merely among the industrialised
countries, but bhetween East and West, and Narth and
South. Sigmificant progress has been achievad in a
nimber of environmental areas. The Montreal Protocol on

Substances that Deplete the Ozone Layer is a milestone.

All countries should be encouraged to sign and ratify it.

Completion of negotiations on a protocol on emissions of

nitrogen oxides within the framework of the Genava




Conventlion on Long-range Transboundary Air Pollution is
impartant, The efforts of UNEP for an agreement on the
transfrontier shipment of hazardous wastes are welcome

and encouraged.

Further action is needed. Global climate change, air and
water pollution, hazardous substances, deforestation, and
andangarad species require priority attention. A
worldwide consciousness must be developed and maintained
to counter threats that diminish the heritage of
humankind. In this connection, we welcoms the
establishment of an intergoveromental pansal on global
climate change under the auspices of the UNEP and the
WMO. We welcome, too, the Conference on the Changing

Atmosphere to be held in Toronto.

Drugs

Illicit narcotics trafficking poses grave risks to the
peoples of Bummit countries as well as to the peoples of
source and transit countries. There is an urgent need
for improved international co-operation in all
appropriate fora on programmas to counter all Eacets of
the illicit drug problem, in particular, production,
trafficking, and financing of the drug trade. The
complaxity of the problem regquires not only reinforcement

of present efforts but also additional international

approaches. In this respect, we look forward to the

sucecessful negotiation in Vienna in November of a United




Nations Convention on illicit trafficking. We support

the initiatiwve.

We also support the initiative of the Govermment of the
United States to convene a spacial task force comprised
of seanior foreign affairs, enforcement, finance and other
appropriate officiale from Summit countries concernad
with the fight against narcotics. This task force should
propose methods of improving co-gperation in all areas

including naticnal, bilateral and maltilateral efforts.

Human Frontier Science Programme

We note the successful conclusicn of Japan's feasibility
study on the Human Frontier programme and are grateful
for the opportunities our scientists were given to
contribute to the study. We look forward to the Japanesa
Government's proposal for the implementation of the

programme in the near future.

Bioethics

We note that, as part of the continuing raview of the
athical implications of developments in the life
sciences, the Italian Government hosted the £ifth
confarence on hioethics in April 1988 and welcome the

intention of the European Community to host the sixth




conference in the spring of 1989.

Futurs Summits

We, the Heads of State or Govermmant, and the
representatives of the Buropean Community, believe that
the Ecaonomic Summits have strengthened the ties of
golidarity, both political and economic,; that saxist
batwean our countries and that thereby they have helped
to sustain the wvalues of democracy that underlie our
economic and political systems. Our annual meatings have
provided the principal opportunity each year for the
Governments of the major industrialised countries to
raflect, in an informal and flexible manner, upon their
common responsibility for the progress of the world
aconomy and to resolve how that responsibility should
have practical manifestation in the year ahead. We
believe that the mutual understanding engendered in our
meetings has benefited both our own countries and the

wider world commanity. We believe, too, that the

opportunities afforded by our meetings are becoming even

more valuable 1n today's world of Increasing
intar-dependence and increasing technological changa. Wa
have tharefore agreed to inetitute a further cycle of
Summits by accepting the invitation of the President of

the French Republic to meet in France 1in 1989.
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NOTE FOR THE RECURD ; R. Lavells, Esg., Cabinet

Offica
-y J.0. Kerr, Esg., FCO
@, M g8ir G. Littler, Treasury
i T. Lankester, Esq., Treasury
dL#fgﬁ#,r D. Roberts, BEsq., DTI

M. Wicks, Esg., 10 Downing Et,
Mr. Pakenham

Mr, Madelin

Mr. Bostick

Mr. Plowman

TORONTO; EUROPEAN COUNCIL

1. I finally managed to have a word with the President of
the Commiksion's Chef de Cabinet in the interstices of
yastarday's fourteen and a half hour Coreper.

Toronto Summit 3 ] i

-8 Lamy sald that he was worried, but not teeo worried, about

the handling of agriculture at the Torcnto Summit, Tha Commission
would stand up robustly for the Community's negotiating position
if it came under attack, but they wers not looking to pick a

fight and agreed that it was very possible that President Reagan
would not yield to his more bellicose advisers. It was essential
for the Commiszsion to go on fighting the Community corner when
necessary, otherwise the member states, and France in particular,
would go off in their own saparate directions and no-one but the
Americansg would benafit. The Commission was determined at some
staga or another to get tha Americans to acknowledge the vallidity
of what had been done at the February European Council.  But they
kiew Vary Well, End they had no intention of implying otherwise,
that the procesa of reform could not stop thers, Lamy agreed
that, in communigue terms, tha objective at Toronto must be to
move the Uruguay Round process forward a modest step, avolding the
extremes of over-ambiticn and a totally defensive approach. He
was extremely scathing about the Canadian performance so far.

3. I confirmed that all this fitted in very much with our own
approach. British Ministers had consistently taken the line with
their American oppnosite numbers that the February package was a
major step forward for which credit must be given, both in

public statements and. in terms of P5Esy at the negotiating table,
No doubt they would continue to do so at Toronto. But the
Uruguay Round negotiation could not be propelled forward by that
Lina, I had littla doubt that the Prima Minister would repsat

at Toronto the views she had expressed on a number of occasicns
before about the crucial importance of pursuing agricultural
reform policies on a worldwide basis so as to bring aboutc
substantial results in the Uruguay Round, Lamy said that was
wall undarstood. The Commission both expected it and welcomed 1it.

[ Lamy
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Lamy said that he would keep in cloge touch with us about
communigue languaga,

4. 1 expresssed some disquiet about sounds coming out of Paris

in favour of a "pause" ln CAP refomm. Lamy said this was
complate nonsense and he had told Kallet, who was the main
protagoniss of it, that the Community could not afford such a
pause, T+ was cne thing to have a pause in majoer raform
decislions. . Apart from heef, there might indeed be a case

for not trying to put major new proposals in place in the coming
months. But the process of reform incorporated in the stabiliser
regime and other measures such as milk guotas must be pursuad
vigorously if the whole affort was not to be wasted. Lamy said
+hat he and Delors were taking this line with their contacts in
rParis and believed that much of the talk about a pause was
electorally motivated and would . B abate once the new government
took office and got into its stride.

European Council

5. We then had a brief talk about the European Council. I sald
Fhat we Found the process of discovering which particular

monetary gimmick was the flavour of the week in Benn both irritating
and worrying. We were putfing forward positive ideas of our own
on the ecu, and certainly wanted to see fyrther work done in this
araa . and some others in the monetary field, in order to mova
monetary cooperation in the Community forward in the years to coma.
sut a number of the gimmicks being talked about in Bonn wWere likely
to be'both futile and time-conguming and to touch on matters that
were distinctly sensitive in domestic politics in the UK. It
would be absurd and rathar sad if tha Hanover summit, which had a
real chance to be a harmoniocus one pointing the way ahead for the
Community in the next year or two on the grucial issue of the
Single Market, should run into gerioug trouble over monetary issues.

6. Lamy said that Delors completely agreed with this analysis.
He was aware of, and welcomed, the UK ideas on the ecu. He was
doing his best to get away from gimmicks. I suggested that
amneacts at both ministerial and official lavel between Dalors
and Lamy on the ona hand, and our ministers and senior officials
on the other, in the margins of the Toronto meeting, could be
useful in paving the way to an outcome at Hanover that all could
accapt. Lamy tock that on board.

T I tock the opportunity to warn Lamy pretty £irmly about

+he "soclial dimension®. I hoped that Delors was under RO

11lusion about the acceptablility toO us of ideas on worker
participation and socia enginearing. Lamy said that Delors was
under no such illusion and was not going to press for any spacific
results in this area at Hanover. [FKohl was the main proponent of a

/discussion
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discussion of this at Hanover, but he too was not interasted

in specifics, He was having trouble at home on the trade union
front, and merely wanted to use scme vague references in the
communique to the "gorial dimension" to help him in handling
these. Lamy did not take wvery seriously the Greek and Spanish
egpousal of this sector. Nor d4id he think the French would be
pressing hard on specifics, As to the Commission, the main
thrust would be to develop their own dialogue with the social
partners (unieons and employera) as provided for in the Single

Eurcpean Act.

D.H.A. Hannay

8 Juna 1988
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Foreign and Commonwealth Office

London S5WI1A ZAH

B June 1988

e

\ 1

{Jﬁitﬂ tﬁ”ﬂgﬂhJ:

Thank you for your letter of 7 June about the
Itallan Prime Minister's proposal to discuss environmental
proebleme at the Toronto Economic Summit. We do not want
to encourage the ltalians to raise specific environmental
igsues at the Summit, still less fo incorporate their

lengthy text in the communigque. BSo we do not copsider 1t
reply. We shall, of course,

appropriate to send a formal
for her meeting

brief the Prime Minister on this propesal,
with Signor de Mita in Toronto.

i o : | ". F
Tf-:ﬁ & 7

[R N Peircea)

C D Powell E=g
10 Bowning Street
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ECONOMIC SUMMIT: ITALIAN VIEWS

SUMMARY :

1.  ITALIAN THINKING WAS NOT YET RECEIVED ANY PERSONAL INPUT FROM
DE MITA. ITALIANS SOMEWHAT UMNHAPPY ABOUT CANADIAN HANDLIMNG OF
PREPARATIONS AND CONCERNED THAT US AND CANADA MAY SEEK TO PUSH FOR
MORE THAN CAN BE OBTAINWED ON GATT SUBJECTS.

£ DN ENVIRONMENMNT, ITALIANS SEEM LIKELY TO BACK AWAY FEOM THE

EMPHASLS THEY SOUGHT TO GIVE AT THE SHERPAS MEETING ON DEGRADATION
OF CITIES.

DETAIL

3. I HAD A LONG TALK WITH SARCINELLI (DE MITA'S PERSONAL ADVISER)
TODAY IM THE COURSE OF WHICH HE MADE A NUMBER OF POINTS ABCOUT THE
PREPARATIONS FOR THE TORONTO SUMMIT, HE WOULD BE SEEING DE MITA FOR
THE FIRST TIME ON 11 JUNE TO DISCUSS THIS SUBJECT. UP TO THIS
POINT, SARCINELLI HAS LITTLE IDEA OF DE MITA'S OWN THINKING ON
SUMMIT ISSUES. EVERYTHING HE SAID, THEREFORE, SHOULD BE REGARDED AS
REFLECTING HIS OWN VIEWS IN THE LIGHT OF DISCUSSIONS WITH HIGS
MINISTER (AMATO = TREASURY) AND COMTACTS WITH DE MITA'S OFFICE.

MACRCECONORMIC I3SUES:

& . SARCINELLI HAD LITTLE TO 5AY ON THE SUBSTANMCE BUT A 600D DEAL
CF CRITICISM ABOUT THE STATE OF CANADIAN PREPARATIONS. WHAT IT
BOILED DCWN TO WAS THAT THERE WAS STILL NG AGREEMENT ON ELEMENTS
FOR INCLUSIDN IN COMMUNIQUE' LANGUAGE. THIS WOULD, IN HIS VIEW, MAKE
DISCUSSION AT THE SUMMIT MORE DIFFICULT THAN IT NEED BE. HE ALSO
THOUGHT THE CANADIANS HAD MADE AN ERROR IN TRYING TGO LIMLT
DISCUSSION OF POLITICAL ISSUES. NOW THAT THE TRADITION WAS FIRMLY
ESTABLISHED, THE PRESS AND PUBLIC WOULD BE CRITICAL OF THE WORLD'S
LEADERS IF THEY MET AT TORONTO AND DID NOT DISCUSS THE MAJOR
POLITICAL ISSUES OF THE DAY.

PAGE 1
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AGRICULTURE AND TRADE:

e SARCINELLI WAS WORRIED THAT THE AMERICANS AND CANADIANS WOULD
PRESS TO0O HARD FOR PROGRESS GOING BEYOND THE OECD COMPROMISE, IN HIS
OWN VIEW, IT WAS A MATTER OF LAMNGUAGE RATHER THEN SUBSTAMNCE ON THIS
DCCASION. HE HAD ALWAYS FELTY, IN ANY CASE, THAT THE TIMING OF THE MTHM
WAS MISJUDGER. SINCE IT WOULD FALL BETWEEN THE AMERICAN ELECTIONS
ANE THE INSTALLATION OF A NEW US PRESIDENT, KO US REPRESENTATIVES
WOULD BE ABLE TO SPEAK WITH ANY DEGREE OF AUTHORITY. DBISCUSSION

AT TORONTOD WOULD BE FURTHER COMPLICATED BY THE RELATIVE NEWMESS OF
THE FRENCH GOVERNMENT. HE DID NCT SEE THE BLIGHTEST HOPE OF GETTIMG
FRENCH AGREEMENT TO GOING BEYOND WHAT THEIR PREDECESSORS HAD
COMMITTED THEMSELVES TO IN THE OECD LANGUAGE.

EMMIRONMENT :

6. SARCINELLI EXPLALINED THAT HE HAD BEEN UNDER PRESSURE FROM

DE MITA'S OFFICE TO ARGUE THE CASE FOR INCLUDING ''DEGRADATION OF
THE CITIES'"' UNDER THE ENVIRONMENT HEADING AT TORONTO. ACCORDING TO
HIS ADVISERS, DE MITA HAD FELT UNDER PRESSURE FROM THE ITALLAN
FARLIAMENT TO SEEK A GENERAL RECOGNITION OF THIS PROBLEM AT TORONTO.
SARCINELLI HAD UNBDERSTOOD VERY CLEARLY THE OBJECTIONS OF OQURSELVES
AND OTHERS TO APPEARING TO ASSUME RESPONSIBILITY AT TORONTO FOR
WHAT WAS ESSENTIALLY A MATTER FOR IMDIVIDUAL GOVERNMENTS. HE HAD
THOUGHT THERE MIGHT BE SCOPE FOR MEETING DE MITA'S POINT BY TILTING
THE DISCUSSION IN THE CIRECTION OF '*HISTORIC CITIES'" (SUCH AS
VENICE OR ROME) WHICH WERE IN 50ME SEMNSE THE PATRIMONY OF ALL. HE
WOULD NOT KMOW UNTIL HE S5AW DE MITA ON 17 JUNE HOW MUCH IMPORTANCE
HE PERSOMALLY ATTACHED TO THIS ISSUE.

DRUGS &

Te SARCINELLI WAS NOT MUCH IN FAVOUR OF THE US PROPOSAL FOR AN
EXPERT GROUF OMN DRUGS COMSISTING DOF OFFICIALES FROM SPECIFIC
DPEPARTMENTS. RESPONSIBILITY FOR THIS PROBLEM WAS ALLCCATED
BIFFERENTLY IN EACH GOVERNMENT. IN ANY CASE, 50 MUCH ATTENTION HAD
ALREADY BEEN GIVEN TO THE SUPPLY AND TRANSPORT ASPECTS DF THE

BRUGS PROBLEM THAT HE WAS NCT SURE WHAT MORE WOULD BE ACHIEVED UNDER
THOSE HEADINGS. HE SAW MORE MERIT IMN A DISCUSSION OF HOW TO TACKLE
THE DEMAND SIDE AND WHETHER THE TIME HAP COME FOR ACCEPTING FURTHER
LIMITATIONS ON INDIVIDUAL FREEDOM IN ORDER TO IMPOSE MORE EFFECTIVE
CONTROL ON BRUG ABUSERS. I DID NOT SENSE ANY EMERGING ITALIAN
FROPOSAL ON DRUGS.

AFRICAN DEBT:
8. THERE WAS NO SIGN OF ANY PROBLEMS FROM THE ITALIANS ON THIS

PAGE 2
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FROMNT. SARCIMWELLI DID MNOT MEMTION MITTERRAND'S PROFOSAL. MEITHER
DID I.

COMMENT :

Ya I HAD HOPED TO SEE DE MITA MYSELF BEFORE HE LEAYES RUOME ON
14 JUNE. THIS NOW LOOKS INCREASIMNGLY UNLIKELY. SARCINELLI®S VIEWS
MAY THEREFORE BE THE MOST AUTHORITATIVE PICTURE WE CAN GET IM
ADVANCE OF THE PRIME MINISTER' MEETING WITH DE MITA ON 18 JUNE.
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CHANCELLOR SAYS AGREEMENT ON DEBT INITIATIVE CLOSE

"A major UK objective at the Toronto Summit will be to secure
agreement on the initiative I launched in Washington in the Spring

of last year, to relieve the debt burden on the poorest, most
heavily indebted countries, mainly in sub-Saharan Africa", the
Chancellor of the Excheguer, the Rt Hon Nigel Lawson MP, said

vesterday.

“The recent statements by US Secretary James Baker, and by
President Mitterrand, make it clear that a consensus is now
emerging. "

The full text of the Chancellor's statement is attached, together
with Notesg for Editors.

PRESS OFFICE

HM TREASURY
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CHANCELLOR SAYS AGREEMENT ON DEBT INITIATIVE CLOSE

"A major UK objective at the Toronto Summit will be to

secure agreement on Ehe initiative I lasnched 1In

washington in the Spring of last year, to relieve the

debt burden on the poorest, most heavily indebted

counktries, mainly in sub-5aharan Africa. The recent
statements by US Treasury Secrekbary James Baker, and by

President Mitterrand, make it clear that a consensus is

now emecgings

The stacting point of my initiative was to recognise that
the problems of the poorest countries are of a different
order from those of the middle income debtors of Latin

America and elsewhere.

The middle income debtors have the resources to
get themselves on the road to recovery. And
most of their debt is owed to the commercial
banks. 5o it i= primearily for Ethe dJdebtor
countries and the banks to work out how to

manage the debts.

on the other hand, the poorest countries are
not in a position to solwve their debt problems

themgelves., And since most of the debt is owad




to governments, it is for governments to help

these countries to work out a solution.

At last yvear's Economic Summit in Venice; we succeeded in
getting this wvital distinction accepted for the first
time, although we were unable to secure final agreement
an the nuts and bolts.

My initiative has three parts.

First, writing off aid loans: the UK has
written off nearly €1,000 million worth now,
with nearly E£300 million for sub-Saharan

Africa.

Second, longer rcepayment periocds Eor other
Government loans, such as loans made by export

credit agencies.

and third a reduction in interest rates on

thoae loansg.

These special concessions would apply only to those

countries which are not only poor and heavily indebted,
but = crucially - are pursuing pProper econNoOmlc C[EeCoVery

policies.




It is essential not merely to give the debtor countries
more time to pay, but also actually to ceduce the burden.
The plain fact is that the poorest counktrcies cannot even
meet their interezt payments at present. The unpaid
interest is therefore added to the total debt burden, so
that the payments due the following year are higher
grill. Until we can break this wicious ciecle, the

problem can only getk worse.

The other Summit countries have gradually come round to
accepting this logic. The Italians joined in at the
Venice Summit, and Ethe Canadians at last Adtumn's
Commonwealth Heads of Government Meeting in Vancouver.
Last week, the Americans indicated their willingness to
make a move in this direction. And yesterday, the French
accepted the proposals, with a partial write-off of debts

Az an alternative to the interest rate reducktion.

The task at the Summit is finally to agree on a Eirm plan
of action. Over the past 14 months, we have taken every
opportunity to argue the case for this scheme, ] -

eéncouraging that these afforts are now bearing fruit.

And it is wital that they should, to offer a clear way

forward to some of the poorest countries in the world."




HOTES FOR EDITORS

Background to the Chancellor's proposals

The Chancellor first pubt Ecrward his proposals for helping to
reduce the debt burdens of the poorest countries in his speech to
the Interim Committee at the IMF Spring Meeting in Washington in
April 13B7. It received a wide measure of - but not universal =
support. At UK insistence, the argument that special action was
needed to help these countries was subseguently agreed at che
Venice Summit in Jume 1987; the Communigue said "We recognize that
the problems of some of the poorest countries, primacily in
sub-5aharan Africa, are uniguely difficult and needs special
treatment". It went on that "agreement =should be reached,
especially in the Paris Club, on longer repaymants and grace
periogs”. But, reflecting the reluctance on the pact of some
countries, to agree to interest subsidies, the Communigue did not
go Eurther than saying that "consideration should be given to the

poseibility of applying lower interest rates",

The Chancellor's proposals were welcomed at the meeting of
commonwealth Finance Miniszters in Barbados in September 1587, and
fully endorsed at the Commonwealth Heads of Government Meeting in
Vancouver in October 1987, when the Canadians threw their suppork
behind Ethe proposals. The Chancellor maintained the pressure in
his speech to the Development Committee of the IMF and World Bank

in Washington in April of this year.

Considerable progress has already been made on the first two of the
chancellor's proposals: many countries have now written off ald
lcans; and the Paris Club has agreed to extended reschedulings for
10 countries. But agreement on an interest rate subsidy has proved
parder to secure. The Chancellor has continued to press hard Eor
agreement on this, most recently at the IMF Spring Meeting in
Washington in April, and at the OECD Ministerial Meeting in Paris
in May.




Action by IMF and World Bank

In Spring 1987, the Managing Director of the IMF, Michel Camdessus,
launched a parallel propesal [or an enlacrgement of the IMF's
Structural Adjustment Facillity, to provide additional
concessionary lending to the poorest countries, providing they
followed IMF-approved pPIOJCammES. The UK was among the ficst Lo
support this proposal, and has made the largest single contribution
to the interest rate subsidy, enough to subsidise SDR 1 billion of
ESAF lending, a sixth of the total.

The WMNorld Bank, too, has recognised the spacial problems of the
poorest countries, with its Special Programme of Assistance [or

Africa.

Recenk developments

Last week, DS Treasury Secretary James Baker moved towards

accepting the Chancellor's preoposals, saying that there were legal

and policy: difficulties for the U5 1n giving ainkereat rake
subsidies; but they could agree to a scheme so that countries which
were able to do so could provide concessicohal inkterest ratke
reschedulings for the poorest countries; other countries would
consider a broader range of maturities for rescheduled debi.

This week; the Germans announced that they would write off Further
ald loans: while they too had difficulties over glving an lnterest
rate =subsidy,; they would be prepared to consider the variant put
Forward by the US.

In a letter to his Summit colleagues this weak,
President Mitterrand proposed a further wvariankt, under which
creditor countries would have a choice of writing off a third of
their rescheduled export credit claime, with a 10 year repayment
period for the rest; or providing lower interest rates with a
repayment period of about 15 vears; or providing no interesk rate
subsidy, but accepting a repayment period of up to 25 years.




Eligibility

The counktries which would be eligible for relief under the
Chancellor's initiative would be those who are

very pogr, with income of leas than $425 a year;

very heavily indebted, with high debt service ratios;

implementing proper adjustment pelicies, in line with a
programme agreed with the International Monstary Fund.
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The Rt. Hon. Margaret Thatcher, MP.,
10 Downing Street,
LONDON SW1

My Dear Margarel,

On the eve of the Toronto Ecomomic Summit, I wanted to
emphasise to you the importance Australia atbtaches Lo Lhis
meeting, and in particular to its outcome on trade and
agricultural reform.

Last year's Venlce Summit, following on from the 1987
OECD Ministerial Meeting, achieved an historic breakthrough in
recognising the serious nature of the world's agricultural
problems and the key role that the Uruguay round of
maltilateral trade negotiations should play in maintaining
and strengthening an open multilateral trading environoment.
Your personal contribution to the achievement of those
positive results at the Venice Summit was much appreciated
by Australia, I am also aware of the role you have continued
to play by Injecting these perspectives into the policy
deliberations of the Buropean commmity.

Despite the positive signals from last year's meetings,
the recent OECD Ministerial Meeting in Parls brought to
light sharp differences between Summit particlpants on
Uruguay round issues, particularly agricultural reform and
the nature and role of the Minlsterial Mld-Term Review to be
held in Montreal in December. 1 am moreover concerned by
some reports that little progress can be expected on these
issues at Toromto.

I see it as essential that Summit leaders re-emphasize
the commitments they made last year to the urgent pursuit of
agricultural reform and agree on the need for the Montreal
Mid-Term Review to achieve substantive results where
possible, and particularly in agriculture, A strong and




unified message from Summit leaders incorporating these
elements would do a great deal to revitalise-the
negotiating environment in the lead up to Montreal and
provide further impetus for the round as a whole.

Unlegs concerted leadership is shown, there is a very
real danger that the momentum in Geneva will be lost and
that protectionist pressures will intemsify with resultant
risks for world economic growth.

I wish vou a successful and rewarding meeting in Toronto
and look forward to discussing the outcome wlth you during
your visit to Australia in August, a visit which my
Government regards as one of the most important in our
Bicentennial year.

Yours sincerely

R.J. Hawke







FRIME MINISTER IER MINIBETRE

OTTAWA ElA OA2

June 10, 1988

Dear Margaret,

I look forward with great pleasure to
welcoming you in Ottawa following the Summit. In
anticipation of your wvisit, I am ralsing agaln your
Government's proposed Fur Labelling Begulation.
Concern over its impact on Canada's native communities
and our fur industry is growing and spreading.

An extraordinary Emergency Debate on this
gubject was held in the Canadian Parliament on June 2;
over 40 MPs from all parties voiced their opposition to
the proposed British regulation and the Government was
azked to convey to the British Government the unanimous
views of the House of Commonz. I have also received a
rezolution from the Ministers of Natural Resources of
all 10 provinces conveying their negative reactions.
Indigenous Surwvival International, a body which
represents native people from Canada, the United
States, Greenland and the Nordlic ecountries, will
shortly be holding a conference on this issue. It is a
gubject which has attracted considerable media
attention and public debate and poses a real political
challenge for both our Governments.

I appreciated your openness towards this
matter when we met, May 23, and I was pleased to learn
that it will be considered by your Cabinet shortly.
Given the profile which it has assumed in Canada, you

will apprecliate that a decilzion to proceed with our

The Right Honourable Margaret Thatcher

Prime Minisker of the United Kingdom
10 Downing Street
London, England




alternate proposal (i.e. for a cooperative effort to
establish international humane trapping standards),
announced during your wilsit, would be enormously well
received by the Government and people of Canada. I
very much hope this will prove possible.

With best personal regarda.

Yours sincerely,

fronn Alttri
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Foreign and Commonwealth Office

London SWIA ZAH

9 June 1988

H Wicks E=g
No 10 Downing Straet
LONDON SW1
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Thank yvou for your letter of 7 June. I have only a few

comments on your Speaking NHote, mostly on agriculture. They

are attached below.

(ledinc

E O Braithwaite




Paragraph 3: We are checking whether any other Summiteer was
present in 1982 in one capacity or other.

Paragraph 4: I like the first line! You might consider adding
"especially in Europe" after the reference to unemployment.

Paragraph 9: Subject to Geoffrey Littler’s views, I think we
might bring out the point that structural reform policies are
not just matters of national concern: there is likely to be
DECD surveillance of them, and thise i= good because it means,
for example, that we and others shall have a chance to comment
on, and encourage, German structural reform policiez. I leave
you to judge what to add.

Paragraph 13: Line 6 on p 5 should read "trade in sarvices".
The French will of course oppcse early results, and we need to
marshall all the arguments we can in their favour. You
rightly mention the strengthening of GATT, but might consider
expanding the first complete sentence on page 6 to read:

~"We should not hold up action on any issue until agreement is
reached on all issues. For example, tropical products are a
high priority for the developing countries for whom there is
unlikely to be much else on the table at Montreal., If we can
by then agree on other issues too, .&o much the better. Above
all, the strengthening of GATT ..,

Paragraph 16: I think we could bang the EC drum a bit harder,
and_suggest the follewing expanded text:

—\
Lf ,,ﬂ?g Fabruary the Eurcpean Community tock some important first

I

steps to reform agricultural policy. We now have:

- a legally binding ceiling which will cut the growth of
agricultural spending to less than 2% a year in real terms,
from around 10% in recent years,

- and automatic stabilisers for each individual commodity
which will cut support levels if production exceeds pre-czet
levels, and thus discocurage surplus production.

If production continues on current trends, the stabilisers
will save some $4 billion in the three years 1988/90. 1In
cereals alone, if production continues to rise, support levels
will fall by 15% over the next four years. For cilseeds,
where we already have a stabiliser in place, the new measures
should save a further %1 billion by 1990,

That agreement was_a peal achievement for the Community and
for the world.® - : . Y 7
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Paragraph 17: I suggest that the sécond sentence might read:

"But I-eestainiy-agres—that far more needs to be done by all
of us to achieve our agreed [OECD Communique] long term
objective of reducing agricultural support and protectien,
while maintaining, at the same time, a dynamic and wviable
agricultural sector.”

Paragraph 18: I suggest the following revision to replace
evarything except the first sentence:

#"50 far there has been a dialogue of the deaf betwean our
officials. I believe it is for us here to re-inject the =ense
of political urgency which we so successfully invocked at our

~.Summits in Tokyo and Venice.{ We need - ag the OECD recently
agreed.- a device T0 méasure progrese in reducing levels—of
assistance,-and-an overall framework to govern our actions for
the future. We need a clear link between short term measures
arnd-the—achievenent %5 our long term goal of liberalising”

~Hgriewitursl marketes¥ We should not try to negotiate the

" details now. But we should commit ourselves, here and now, to

f make concrete progress towards agreement on these matters at
. the Mid-Term Meeting in Mentreal in Decambar.'&f

— .
e —

Paragraph 19: I would add "and African debt” after "developing
countries", to put down a firm marker.
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From: T I Richardson
Date: 9 June 1988

Private Secratary ec: Mr Braithwaite
Mr Dalton, MAED

TORONTO ECONOMIC SUMMIT: LETTER FROM ITALIAN PRIME MINISTER

ks M- Powell asked for a draft reply to Signor de Mita's
letter to the Prime Minister, if wyou considered it necassary
and appropriate.

2. T submit a draft reply to PsS/No 10, suggesting that it
should be sufficient to brief the Prime Minigtar for her
bilateral with Signor dea Mita on 19 Juna. MAED conour.
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T L Richardson
Econamic Relations Department
WH 212 270 2e7T0




DSA 11 (Revised Sept 85)

DEAFT: minute/letter/teleletter/despatch/note ITYPE: Draft/Final 1 +

FROM: Reference

BS NICACE

DEPARTMENT: TEL. MG
Your Reference

BUILDING: ROOM NO:

ECURITY CLASSIFICATION

Top Secrat
Becret
Confidential
Restrnicted
Unclassified

PRIVACY MARKING

permemsnnennnes 1 Confidence

CAVEAT oo i

Enclosures [Mugis)

TO: Copiss to:
PFS/No 10

SUBJECT:

Thank you for your letter of 7 June about the

Italian Prime Minister s proposal to discuss

envirponmental problems at the Toronto Economic
Summit .
to ralse specific environmental 1ssues at the

Summit, still less to incorporate thelr lengthy
text in the communigue., So we do not consider
appropriate: to send a formal reply. We shall,
course, brief the Prime Minister to respond fo
this proposal when she sees Signor de Mita in

Toronto.,

We do not want to encourage the Italians
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gnclose Py of a letter to the, r o
Prime Minister Italian Prime BLEE il
Minister abho ; ﬁlsuunsian af anvironmental rlb
problams ac orthecoming Toronto Economic
Summit. The _hallan Ambassador warned me

the obther day that his Prime Minister wauld

wish teo rajse this at the bilateral -1n Toranto.

[ should be grateful for a draft reply, if

you consider this necessary and appropriate,

in dua coursa.

I am copying this letter and enclosure
to Alex Allan (BHM Treasury) and Deborah Lamb
[Departmant of the Environment] .
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Dear Frime Minister amd Dear F

dm pleasad

Targnto Iorn Saturday the _&Th

and pleasant ooaasian B have

problems of mutogal interest in view
will be engaged in the following days, Summit of Sevan
arid at the European Council in Hanowver.

At the Sussiit of the Sewven, it is the intention of the [telian

Government to raise the environment problem and to urge a debate on

this matter of such great interest and topicality. Te this end, a few

days ago I handed cwer to the Prime Minister of Canada, Mr Mulroney,
the attached document

in his capacity as current President of the Seven,

which is iptended to he a hasis for discussidn.

L2

I sghould be grateful if you would kindly let me know your

thoughts and any suggestions you may have.
Lecking ferward te meeting you in Toronto, I senc you my

kipdest regarde.

izaco Da Mita
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ERIME MINISTER FREMIER MINISTRE

CTTAWA H1A QA2

o AGE June 9, 1388
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Dear Margarek;

As Summlt host, I met on May 31 with a
delegation of labour leaders representing international
trade union organizations to receive thelr vlews on
economi¢ issues facling our countries.

I am forwarding to you a copy of the document
prepared by the Trade Union Advisory Committee of the
QECD which served as the delegatlion's formal

presentation, T promised I would convey these views co
my Summit colleagues.

With warmest regacds,

Yours sincerely,

Prse. bltorin

The Right Honcurable Margaret Thatcher

Prime Minimter of the United Kingdom
10 Downing Street
Lenden, England
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rade union sdvieary commiles (o thna

argamsalion for gcondmic coaperslion ang develagmeni
commission gyndicala consullalive aupres de

"ergemgalion de coopération ¢l de dévelappument comomigues

TRADE UNICON STATEMENT TO THE
QECD MINISTERIAL COUNCIL AND TORONTO SUMMIT
May=June, l%B3

Adoptad by the 80th TUAC Plenary Session
Paris, 29 April, 1988

Introductien

i, In the past year CECD countries have moved further away
from attaining what should be the fundamental objectives of
eccnomic polley : the returm te full employment: the
eradication of peverty; and the improvement in the quality of
1ife both at the work place and in general. Registered
unemployment - in OECD countries has remained at 3] millicn and
is forecast to rise to above 32 millien in 1989. Those people
with Jobs are under more pressure and feel less secure. ThHe

gaps between affluent groups and reglons and the poorest have
begun to widen after many years of slow converggnce. The trend
towards a soclety where 2/3rds of the populaticn have
remunerative work but 1/3rd are unemployed or are trapped as
"working poor" in low income and low quality jobs has dire
economic as well as soclal and political consequencas. Thas
poverty and indebtedness of developing countries has increased.

r Thesa developmants are the direct result of government
policies, or else the result of the failure of governrents to
develop an adeguate policy response to the changes the world
aconcmy is undergeing. In those countries whare growth and
enpleyment has fared batter in the past year this has been the
result of changas in government eccnomic policles.

3. A delinking has taken place betwean financial and
productive sectors of CECD economies. The stock market crash
showed the frailty and veolatility of internaticonal financial
markets and the irresponsibility of government policies of
deregulation of thase markets. The fact that eguity markets
could copllapse on such a scale and yet apparently have limited
immediate impact on the real economy raises the guestion of
what @aconomic role the financlal markets reall play.
Deregulated financial markets do not reprasent a asirable
modal for the rest of the economy to follow.




. CES/88.17

i. The internationalisation of economies has continued
apaca, but government policies have remained disturbingly
uncoordinated despite the series of communiqués issued ovar the
last three Yyears, European economias have most to gain from
coordinastion, but some of the majer governzents hava indicated
their 4intention to introduce even more restrictive fiscal
policies at the very time that they ghould be compensating for
a slow-doewn in grewth and further rises in unemployment. The
world trade imbalances have not been substantially reduced.

Workers fear that thelr position is bning undarmined b
international pressures. Against  this ackground QEC

prescriptions for structural adjustment have for many workers
become synonymous with further f4ob losses and adjustmaent to
detariorating economic and soclal conditicns,

5. The development of real ecconomic cooperation s A
procendition for moving OECD economies back onto a path which
would bring down unemployment. Coordinated measures would
substantially increase the benefits of actions taken by
individual countries; but the absence of coordinated measures
is no excuse for inaction, Coordination should not be a matter
of making concessions to other countries, but acting becausa it
is in the participating countries' own interest, Over the past
three years the repeated statamentd of intent by Ministerial
Councll, G 7 and Summit moetings have spokan much of
caordination but have not resulted in the nacessary changes in
the directien of economic policy.

6, Many OECD countries' governments and scme eoployers are
aither unwilling to engage in genuine dialogus and negotliatieon
with trade unions or else are using the process of social
dialegue to ashift from =hem the respongibility for taking
action. Managing the structural and technological changas
taking place in OECD countries in an economically desirable and
asclally acceptable way necessitates a genulne initiative to
inform, consult and hegotiate with trade unions.

Programme of Action

T Government inltiatives can be taken both at a national
level and internationally. The policies which are urgently
required to bring down unemployment include:

- the use of both 'qanural economic policy, interest rate
reductions and pgelective investment policies to rairce
productive, iﬂh ereating investmant and to stimulate

regional development in tha hardeat hit parts of the OECD
area. This should ba coupled with OECD-wida investment
and restructuring programmes for major industrlial sectors:

a major programme of infrastructura inveatment to respond
to neads which exiat in areas such as: energy; transport;
heusing; inner clties; the anvironmeant; and
telecomnunications. This would in additien improve the
structure of OBECD econcmies and raise the gquality of life;
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the zeform of the international meonetary system to
stablilise currency movemants, readuce perslstent trade and
iaynlnt- surpluses, hinder apeculatiecn, and regulate
nternational financial marketa;

the guarantes of an employment or craining place for all
young guapl. based on opportunity not compulsion;
targatad active employment policies for older workers and
the long term unemployed; further reductions in working
time and overtime;

action to remova growlng poverty and polarlsation in
industrlalised countzrles by: - raleing minimum incomes;
providing increased zights and protactions for
unprotected groups’ strengthening goclal security
systems; and tax policy. This would also ralse purchasling

powear;

the provisions for partial debt writa-offs by private
secter banks must be ktranslated into reduced repayments
for the debtor countries, Tha IMF and World Bank must
rgorientate their devaelopment policles towarda meeting
the needs of the poorest. Industrialised countries muat
increase thelr aid flows and concessionary export credit
and financing arrangeszents should ba expandad;

the trend to bllateralism and regilchalism of trade policy
needs to ba countered. The multilateral trading system
should be undarpinned by a Social Clausa in GATT and the
harmonisation of working standards between countries of
comparable levals of development and strength. Good
practice ocbligations on multinaticnal enterprises have to
be enforced.

Invastmant Folicles

B. Profits hava ricen spesctacularly since 1980, but the
share of fixed investment in GDP has fallen frem 19,18 to 16.1%
in the United GEtates, from 22.7% to 19.3% in Germany, from
21.9% to 18.8% 4in Prance, from 31.6% o 27,7V 4in Japan, and
from 23.%% to l19.6% in Canada. OBCD estimates have shown that
the growth in the total productiviey of preduction factors has
slowed. Governments have falled to assume thelr responsibility
for the process of investment and re-investment. Deregulatien
and generalised tax cuts, and cuts in corporate taxaticn, have
not induced profits to be invested productively. As a result,
almoat evary use of capital has become more profitable than
productive investment and increassd profits have fuelled
spaculative &ctivities. Much dersgulation only serves to
degrade working conditions in a downward competitive spiral,
not to ralse investment. Companies are using profits from
production for investment in purely financial asseta. Tha focus
of thelr attention has shifted to short-tarm returns. This
damaging trend is belng aggravated by the flurry of pradatory
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take-overs and threat of take-gver which diverts management
from its propar role in corporate development and urdermines
the structure of the eccnoay. Huch of the Ffixed investment that
has taken place has been devotad to reducing employment, rather
than to wldening the capital base and to using the steck-pile
of tachnological opportunities to expand production of goods
and services to increase amployment opportunities.

- In ‘order +t¢ Aincrease productive and Jeb creating

invastmant governments ehould use general economlc policy Lo
axpand sutput, reduce levels of unused capacity, lower interest

rates and stabilise exchanga rates, In addition, selactive
investmant policies including public investyant are neeced to
channel profits inte producctive uses. Specific wmeasures,
including taxation, should bs introduced & control and
discourage speculative activizy in order tc make it less
profitabla than real investment. Government legislation and
regulaticna on institutional investors should be ravised.
Syatema of Investment and depreclaticn allowances sghould be
applied with greatsar selectivity. Good=-practice environmental
norme and health and safety standards ghould be incorporated
ints Ilnvestment projects and policies should be targeted to
ensure ratiopal use of enargy (where 30% savipgs in energy use
¢ould be mada),

104 Bactoral trends of productien, investment and employment
should be oonitorad by the QBCD and pregrammes for
regtructuring and productivity improvemants in those Industries
which face severe crises should be doveloped so as to allow
subsidies to be reorientated towards leong-term employment
creation. A distinction must be drawn between sectors facing
long=-term problems of excess capacity and thosa whera capacitcy
naeds to ba modernleed and axpandad.

il. Job-craating investment in the hardest-hit regions and
areag of OECD ecountries nasds t¢ ba ralesed. Cooperation and
coordination betwean publie authorities and tha private sector
ig nheaded. In several OBCD ceountrias cooparation agreements
batwaan central, local and ragicnal governmant and the private
seactor have shown A practical way how publiec and private sector
cocperation can be improved, In Japan such arrangements are an
important element in regional restructuring.

Infrastruckture Investmant

12, Governments wmust fulfill their responsibilities in
matters of investment if they axpact companies to invest. Thay
have a particular responsibllity for infrastructure investmaent.
This a bacauas the timg=-scale involvaed over which
infrastructura investment muat ba judged ia often very long.
Rates of return are thearefore low in the short and medium term
and may be mieleading. Publie investment and infrastructure
investment have dropped by a third in some of tha majer QECD
countries over the last fifteen yesars. For exarmpla, in the
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early 1%70s the main European countries devoted 4.0V of GOP o
public investment, this fell to 3.54 in the late 1570's and
since 1981 the European average im 2,.8%, with 1.9% in the U.X.
and 2,61 in Cermany both below the average. In Canada, public
invastment as a share of GDP has fallen from 4% in the early
1970's to an average of only 2.6% since 1581 and by 1587 had
dropped evan further to 2.4 par cent., This cdecline rung countar
to all efforts to improve the structure of OZCD aconomies and
invelves considerable costs to the eccnomy and society. The

1987 public works programme 4in Japan has shown the Enuitiu
effects which can be achieved and ncw needs to be camp em-ntag

by actloen to ralse domestic consumer demand and purchasing
powver.,

13, Infrastructure investmant i{s an essential way of meating
economic, environmental and social objectives. Substantial
increases in Infrastructure investment are needed in the
following areas:

- transport, including major reglonal 1linkse in OFCD
countries, the Iintegration of road, rail and warer
tranaport npetworks, by-passes for towns and villages te
avold urban congeetion:

energy, including increased investment in new and
renewabla enmrgy scurces, and morce raticral usa of &necqgy
through other infrastructure programmes e.g. insulation
in buildings; .

the bagle telscommunications infrastructure, including
investment in the prevision of integrated systess
networks which would assist expansion of naw activities:

housing, which needs to be linked to land reform in some
areas, and which could ease mobility and must be linked
to inner city redevelopment programmes;

the anvironment, both to ancourage the private secter and
irdividuals to reduce pollutien and waste through
regulaticns and incentives, and to finvest in bettar
sewage, waste disposal and water supply systems,.

l4. Many of these areas involve dJoint publie and private
sector activity, but all require government initiatives in
order to stimulate sctivity. There exists a ranges of aoptions
concerning financing: wusing fiscal reem for manoeuvrs that
governmenta have and coordinating action 4internaticnally to
increase thig; in some areaas the adopticn of uger fees for
assets createdy the provision of guaranteed returns; the
craation of earmarked funds with low lntarest and guarantesd
subsidised loans for desirable projects. The socal should be to
produce the maximum activity using government finance and
policy. Tha tremendous costs and consegquences of delaying wvital
infrastruture investments must not be overlookad.
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i15. The domestic job-creation multiplier 43 substantially
higher for public ‘investment than fer comparable figscal
measures, producing dobs 4in the construction industry, the
supplying industries, the activities using the assets and more
general Lnduced enployrent gains in the aconomy &8 A4 whole.
When coordinated {internaticnally the job=-creation gains are
that much greatar and in turn bring in more tax revanues.

16. The OBECD ghould carry out a sktudy of the neods,

financing, supply and affects of a comprehensive programme of
infrastructure investment,

The interpational monetary system and financial mackats

17. It 1is beoth alarming and bizzare that 4in  their
recomzendations and on the reform of microeconomic policles the
OECD appears to be auggesting that the functioning of financial
markets should ba some sot of model to be follewed by the resl
econcmy. The derequlation and internationalisation aof financial
markets and the Ilntegration of currency markets has produced an
untenable situation. For some years progressive delinking has
been taking place between the financial and raal econcmias of
OECD countries. 95% of international financial transacticns are
unrelated to trade in goods and services of to productive
investoent flows. Multinational corporaticens and Lanks have
becoma major players in thig speculative systam, The stock
market crash, in which the capital worth of companies dropped
by 20% in one week in Octobar 1987, wunderlines the chaotic
functioning of capital markets, thelr volatility. and frailey.
It has also shown that the markets no longer believe that
governmente are facing up to the policy dimplicatiecns of
unbalanced growth which has been developing over tha last five
years. Yat it is governments who have given the markets A
pivetal role by considering their behaviour as the criteria by
which aconenmic strategles must be judged. Tha fact that egquity
markets could collapse on such a scale and yet apparently have
limited immediate impact on the real economy ralses the
question of what eccnomic role financial markets really play.

18. An internaticnal system for the regulation and control of
financial rmarkets must be devealopad. The dJderegulation of
financial markets is Airresponsible. It disregards the basic
fact that the whola ecencmy has to come to the rescue whan »
major set of financial institutions, let alocne the financial
System a8 a whole, is running tha risk of bankruptey.
Regulations pmust ensure a proper functioning of financial
markets; namely, to supply the productive economy with capieal,
The evaluaticn of the long-term capital wealth of companies
must reflact thelr real investment parformance and should not
be subject to large, economically unjustified upward or
Covmward movements. A ranga of meazuraes needs to ba examined
such as: disclosure requirements on financial heldings and
transacticna, the reform of rules applisd to institutional
inveators; taxation to restrain speculative gains; the
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elimination of tax havens:; cooperation between countries to
prevent caplital flight; and the internationalisation of rules
covering competition policy and restrictive business practices.

19, Action by government to raform the international menatary
system must go beyond lesuing communigues and sporadic
intervention in exchange markets. Two measures are particularly
urgent:

- the daevelopment of a mere stable internaticnal exchanye
rate regime, reinforced by the pursuit of compatible
aconomic policies by the major countries. This weuld in
turn facilitate ceoordination;

the establichment of an Interrational mpechanlsm whereby
countries with persistant surpluses would have the
obligation to increase resources to development
agsistance and adjust their eccnomic policies,

Active Employment Policles

20. The employment situation in the CECD area is alarming. In
many OECD countries net new employment creatien has mostly
reflected a growth of precarious, inadequately protected 3obs,
As was to be expected, low wages, reduced social provision, the
readuction of restrictions on firing, and the plethora of
temporary and insecure employment contracts have. not reduced
unemployment. The number of people who are unamployed is still
growing, long-term and youth unemployment remalns a critical
problen, and insufficlently paild or protected part-time work is
expanding, especially for women. This eltuation is having a
corroslve effect on the whole of the labourforce. Mora of the
same policies will not solve these probleme, let alone asgist
the development of employment relationships which encourage the
skills necessary for productivity growth and economic
afficiency. '

il. Workera aexpogad to constant pressures and threats are not
an efficient labour force. A clirate of confidence in expanded
job opportunities at a decent wage and with geod working
conditions has to ba createsd. The ablility t9o handle
technological and structural change in a desirakble way requires
a framework of programmes and oppertunities which provide
pecple with the necessary security and snable them to adiust to
new pltuations. Gevernment Deasures must: develop information,
consultation and negotiation cights for workers'
reprasentatives on changes; expand soclal protecticn for +he
hardest-hit sectors of the labourforce; fully integrate
part-time workers inte mainstream labour legislation and
working conditions; invest in education; provide training and
re-training opportunities to ally and facilitate the transition
cf young pecple from schoel to active working lifa.
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22. In the OECD area 16% of young pecple are unemployed, and
many of these have never worked in their lives, A comprehensive
appreach to youth unemployment must integrate education,
training and active amployment policiee. This musk cover youlg
adults, as well as teenagers, to form a continuum of policies.
Governments have to play a catalytic role with employers and
trade unions 85 that young pecple are guarantead an acceptable
alternative to unempleymant: further education, high guality
training, & jJeb, or some acceptable combination of these.
Governmants hava tha toal of public sector employment a® eheir
disposal. Bacause the young unemployed are not a homogenous
group thesa maasuras, altheugh integrated and forming =a
comprehensive quarantee, must be carefully targeted and applied
through a network of individual counselling servicam. A
elgnificant Investment is required so that vocational education
and tralning leads to good jobse, instmad of being a substizute
for employment. Business will have to make greater efforts to
provide comprehensive training and re-tralning if it expacts
properly qualified and competant employees in the future.

213. The problem of unemployment amongst older workers and
pecple who are unespleyed for long perlods of tire is growing.
Long-term unesployment now amounts to between one third and ene
half of all unamployed in many OECD countries ard canstitutes a
sltuation of belng terminally unemployed, espacially for peaple
with many years of work experience. The age~limit for hiring
workers has in practice become lowar, yet this i1is npot
noecessarily dua to inadeguate or inappropriate skills - gven
though skills do deétericrata during leng periods of
unemployment. There is discrimination by emplovers against the
long-term unemployed, compounded By the exhaustion of
unemployment benefit aentitlement and tha damaging psychological
effacts of joblessness. A much more sophisticated policy
response 18 required by governments to solve the problem of
long-term unemployment. The publis saeter should give a high
priority te hiring the long-term unemployed for positions which
become available., A combination of public and community
enploymeant programmes will have to be provided and firms should
be encouraged to employ them through subsidy and other echamaa.
Re-tralning is appropriate in a number of cases. Government
policies can ba declsive in removing the discrimination facing
the long-term unemployed.

24. Purther reductions in working time, including overtime,
are esssntial, Systematic overtime werking should be eliminated
at the same time that inadeguate basie wagas, which make
overtime working an important source of incema faor some, ara
ralsed., In Japan, reductions in working time to 1800 hours per
year and beyond must be accelerated sc as to spread the
benefits arising from eechnolegical change and to improve
employment. In Eurepe, some reducticns of working time have
been achleved, saving many jobs which otherwise would have been
lost during tha last few years, and creating new jobs. Changas
in working time arrangerents must be negotiated mo that they
are accompanied by suitable safeguards to protect and improva
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working conditions and by visible guccess in creating mora
employment. Governments chould encourage and not  hinder
negotiations to achieve reduced working time and maximise the
positive employmant effects,

Removing Poverty

25. Governments have presided over an unparalleled increase

in poverty and deprivation in many OECD countriea. Polisiass
hava dellberatsly favoured those on higher incomes. The growth

in hardship has been significantly, although not entirely
linked to the growth of unemployment, particularly long=term
and recurreant unemploymant. In many OECD countries unemploymant
benefit schezes are of inadegquate duration, only compensate
workers for a relatively small part of former earnings and
cover a limited number of those sceking wark.

26, Governmenta have to ramove the underlying causes of
poverty. Soclal pelicy cannet be based on the pretence that 31
million people registered am unemployed are responding to
inadequate “"incentiveas®™ and that pecple choose poverty. Action
is needed to provide a guaranteed minimum income and improve,
not undermine, soclal mecurity systems. Thim weuld ensure the
distribution of the benefits of economic growth throughout
scclety and be a majer stioulus to grewth by ralsing the
purchasing power of thosa with the greates: needs, In the first
place, this could be achieved by strengthening. the areas of
protection of pecple on low incomes: improved minimum wage
provisions; wsocial benefit systems; pensions; unemployment
banefits; improved and extendad health cars; axtended
protection for groups of workers not covered by social
security, e.g. part-tize workers and workers with precarious
ermployment status. Governments should exarine tha relaticon
between taxation and soclal gecurity entitlements 80 as to
remove hardship created by the system. The financing of such
improvements requires the davelopment of the tax base of OECD
cocuntries, and the railsing of the level of social security
benefite Iin order to elinlnate poverty and deprivation. This is
in contrast to some of the “tax reforms® underway in OECD
countries which have reduced taxes for well-off groups, leaving
the poor worse-off,

Debt devalopmant

a7. The loss of stock market values following the Cetober 19
crash was greater than tha total indebtedness of developing
countries, yet tha stock losses have been absorbed with little
complaint, while proposals for debt write-offs or intarast
relief are dismissed. It has become acceptod widsem to talk of
the need to inorsase the flew of resources, both public and
private, to developing countries, yet in 1985, total ressource
flows from the OECD to developing countries dropped by L1S%. A
lazge number of OECD countries fall way below the UN target for




developmant ald equivalent to 0.7y GNP. FReversing
situation is not an altrulstic geoal but would ba in tha OBCD
countrles' own interest in ordar to develop growth and markets,

Oifferent groups of developlng countries have different
priorities and must he handled with different approaches: the
Newly Industrialigaed Countrles, the major ofl exporters, the
middle income indebted countries and the poorest countries.
Cverall, however, & range of measures ATe necessary: faster

growth in area; the translation of partial debt
write-offs by the banks into lower debt servicing payments by

the indebted countries on = case by case basie; debts of the
poorest countries should be completely wrltten-cff; reduction
in interest rates; mador increases in officlal development
aEslstance by all OECD countries, but particularly those with
largs surplusea; the expansion of concessionary export credits
and guarantees; and tha establishment of remuncrative and
stable commedity prices.

29, Tha Internasional Menetary Fund (IMF) and World Bank are
operating as if debt repayment takes priority ovar development,
Real wages and werking conditicns have been in decline for many
years without any fundamental improvement in the debt crisis.
Dabt eervicing payments must be mer gt realletle levels no as
not to Jeocpardise economic and mecial progress, Thase
international organlsations have a role te play In using
partial debk write-cffs by banks in such a way as to reduce the
payments due from indebted countries. a Speclal Facllity needs
to be devaloped to this end. In many countrles, soundly based
development regquires international competivity but' this cannot
Be achieved through suppression of consumption and shifting
FesQurces towards purely export srientated industries, The IMF
and World Bank should evaluate the scclal impact of their
respective short and long-term Btrategles, as recemended by tha
ILO High-Level Meeting on Employment and Structural Adjumtment
in November 1987, and should re-deflne them in consultation and
discussion with trade unions 80 a& to ensurs that working
Pecple have a |lr in thelr formulation. This is necessary to
ansure both efficlency and falrness. .

The Hultilugtrll Trading and Investment System

30. Tha GATT Treaty stated that GATT was founded with a view
to "ralsing standards of living, ensuring full employment and a
large and steadily lrauinq volume of real income and effective
demand®. Yet the multilatersl trading and investment aysgtem ig
under increasing pressure as Lt was never intended to cope with
Unemployment and trade imbalances of current magnitudass,
Exchange rate changes and in particular a massive decline in
the dollar cannmot remcve imbalances on this scale. Coordinated
economic policy changes are necessary. In addition, ona factor
behind the pressure could be eased Lf i{r weras fully recognized
in practical terms that the goal of internatienal trade as
recognised by CATT must be to lncreass living standards, not to




raduca tham. Governmants should ensure that i{nternational
competitive pressures do not undermine soclal progress.

3l. Within tha OECD area +trade tensions arise amongst
countries of comparable economic development and strength when
tha benefits of increased productivity are not translated inte
improvezents in living standards, QBCD countries should mesk to
harmonise upwarde wagees, working time atandards, pensicns,
seocial security benefits, woerking conditicns, health ard
safety, and genaral soclal provision and living standards.

32. CECD countries must improve access to exports from
daveloping countries and remove discrepancies which exist among
themsalves in this respect. Howvavar, no govarnment should be
allowed to violate internationally agreed worker and traode
union rights and minlmum labour standards in crder to capture
export markets and te attract foreign investmant. The benefilts
of greatar participation in international trade must contribute
te the seccial and econcmic progress of developing countries'
populationse. OECD governments should ensure that international
support is bullt up for the inclusion of a Soccial Clause
embodying thise in the GATT.

33, The failure to recognlza the Importance of the social
aspects of Iinternational trade and to develop practical
multilateral responces contributes to the spread of unilateral

and bilataral actions and te the tendancy to form trading
blocs. These trends limit the poseibility for smaller or weaker
countrles to participate Fully in world trada. The OECD has a
role t6 play in creating tha conditlons fer a2 better
functioning multilateral system and avoiding the break-up of
tha world ecenomy intoc aggressive trade blocs.

34. Opportunities for increased direct foreign investment
must go  together with more  sericus  application of
internationally recognised obligations an multinational
enterprises to conduct thelr affairs 4in a manner which
contributes to the ecconcmic and social developzent of both home
and host countriea. This is not the case at presant. Decigions
on company ragtructuring are balng taken with little
opportunity for aemployeeas to affsct the ocutcore through
negotiation and with no right of access to decisicon-makars for
trads  uniens from different entities, The increasingly
intarnaticnal llglrdulilﬂhl of ilnvestment and  takecver
decisicns, and their competitive impact require & graater
cermitmant from governzents to enforce the OQBCD Guidelines on
Multinational Entarprises.




10 DOWNING STREET

PRIME MIMNISTER

I attach a copy of President
Mitterrand's letter to Heads
of Goversamest at the Summit

countries on debb. He will

no doubt raizse this with you

COmMOL row .

(C. D. POWELL)
4 June 1%HE
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THE NEWLY INDUSTRIALISING ECONOMIES (NIEs)

1. You asked me to let you have a short note on recent

international discussion of the NIEs, and especially the

four Asian “"dragons" [(KoFea, Taiwan, Singapore and Hong
TRONgY, as part of our preparations for the Toronto Summit,

2. Thera are four main issues:=

{a) The-Nl1Es" GNP and ahare of world trade are growing.
Two af them - Korea and Taiwan - not only run large current

adeount surpluses with the help of undervalusd currencies,
ngt ‘maintain trade and investment barriers against
igdusErinlissd sonntries. (The brief for Toronto will give
some figures.) The US has argued in the past that all four
NIES® should liberalise their economies and allow cheir
currenciaes to appreciate against the dollar, Ws agree that
Korsassnd Taiwan @houldydorsc. Their policies are inciting
protectionist pressures, But we BeE'HO rfeason to'penalise
fpeevtrading Hong Hong and Sifgapore (=ee also (d) below).

(b) SEFtrade objectives (integration) cEAWEE“pUrsTed“in
thesENTT Tegotiationes (though Taiwan is not formally party
to these). But precisely bacause tha NIEs are increasingly
important players (with cther ASEAN countries not far
behind) , ‘We Haad to §lvVerHem some SeHSevoT responsibility
AP the management of Lhe worTa sconomy) snd CHEE goes
bePond GATT. At the recent OBEDVOBUNST1, MisFSvers-agreed
tosapsTinformalediscnedioi with the four "dragons" around
the central theme of structural adjustment of their
aconomies. We support this because multilateral pressure is
more e2ffective than bilateral, because we want the OECD to
remain relevant, and because we want to aveidsehe-buitding
upnofss JTapanese=lLed “PEEFic OECD" (which despite
disclaimers may be the long term Japanese aim) In any such
discussions the NIEs will have their own requests to make
(for example, on VRAs8 and our barriers to their textile
exports), and we should be ready to'discuss thease while
pressing hard for our own shopping list of macroeconomic and
trade reforms.

CONFIDENTIAL
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(c} we shall need to be careful about OECD contacts with
glaiwan (because of both Chinese and Hong Kong
gensltivities), oOther OECD members are alert to this
problem; thesJapanese have-proposed an informal seminar,
with no formal government-to-government links; something on
those lines may prove acceptable,

{d) we must also defernd Hong Kong's interests,. . The
Jireasary Secretary, Mr Baker, wanta the Hong Kong dollar
revslusd againet " the U "d0Tar. But the fixed link is
important for maintaining confidence in the Hong Kong
economy; and in any case Hong Kong's overall trade (as
distinct from its trade with the Us) Is In rough balanca.
It is wrong to tar Hong Kong with the Korea/Taliwan brush.
The Chanceller has made the point to Mr Raker on several
ooccagions: but the Americans revert to it.

3. 1 attach the relevant extracts from the OECD communigue
and rhel sl ad—drarflai- the Canadian thematic paper for
Toronto. TheSEmSErdacamne: may want more aggressive language.
We-agrese with them about the need to bring pressurs to bear
ofi"Korea and Taiwan (not Hong Kong, for the reasons given
above). But, like other OECD members, we distinguish
petwaen publuc stataments and private pregsure. oOuc-first
t¥akie to-entice these suspicious NIBs into discuesion with
e OECD. Wesalse Want Teécognition (as at the OECD
Ministerial) thak-each of these four countries — and by
axbension other NIEs, in ASEAN or elsswhera - has different
Eggnuuiu policies and poses different threats or
<HRpercunities ,

4. In the long run, the-object of the exercisse is to detach
these toUntriey "from the Ifncreasingly divided"@77; to
parauade them to become open trading, liberal economies like
our own; and so to reinforce the attractiveness of western
solutions against the stagnant state economies of the Soviet
hluc.‘ Commercially, we want the chance to trade and invest
more in the most dynamic region of the world economy.

\{c:-wrs. Lare

odal

R O Braithwaite

cc. Sir G Littlar, HMT

COMFIDENTIAL
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appropriate answer to their differing oproblems. All parties
involved must thersfore continue efforts, on 3 case by case basis,
to deal efficiently with debt problems and new financing needs,
fncluding 2 broad "menu” of markef-oriented options for commercial
bank debt. Such appreaches should take due account of the adjusi-
ment efforts of the developing countries concerned, To support
these directions for the debt strategy, 1t 1s fimportant that the
IMF, the World Bank and other intermational finamcial institutions
be equipped with adequate facilities and resources. In this regard,
Ministers welcome the recent agreement on a General Capital Inmcrease
for the World Bank and the ongoing adaptation of the IMF's policies
and instruments aimsd at strengthening its central role in the debt
strategy. They also welcome the efforts made in thae Paris Club.

V. The important contribution  that {Aternational ditect
investment, too, can make to adjustment and growth is now gaining
wider recognition in develeping countries. However, significant
ohstacles to the flow of direct investment remain and should be
addressed by both host and home countries, and through cooperative
action. The welcome naw activities of the Multilateral Investment
Guarantes Agency and the Intermationpal Finance Corporation will help
stimulate international investment in developing countries.

18. For the poorer developing countries the IDA replenishment,
World Bank co-fimancing arrangements with bilateral donors and the
Enhanced Structural Adjustment Facility of the IWF will help
alleviate their situation. Improved terms for consolfdating the
debt of the poorest developing countries notably in Sub-Saharan
Africa are also making a contribution. Nevertheless, debt burdens
continue to mount. Proposals to ease these burdens for the poorest
countries undertaking structural adjestment efforts therefore merit
careful ctonsideration, Including, where possible, fnterest rate
reduction in official reschedulings or alternative measures having a
similar Impact. Improved official development assistance, fIn
guality and 1n guantity, is essential.

Relations with Newly Industrialising Economies

19. Important actors in the world economy are emerging from among
the newly industrialising economies. This s a welcome
development. It provides fthese geonomies with the opportunity fo
play an increased role ln the eooperative effort to manage the open
world economy and confers upon them 2 greater responsibility in the
international adjustment process commensurate with their capacity.
Discuscions involving these aftors — recognising mutual interests
and taking into account the diversity of the economiet concerned --
could contribute to better understanding and the convergence aof
views en policy cooperation for the continued growth and development

of the world economy.

| Fﬂﬂ!

20, The world trade picture shows a number of contrasts. Trade
it growing robustly. However, protectionist pressures and trade
tensions remain strong. While OECD Governments have generally
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NEWLY INDUSTRIALIZING BCOONOMIES

26. Certaln newly-industrializing s=on iee (W]

Aria-Pacific region have becore 1nCIEEIihg1;titp¢il|::’I:EH;?;ﬂ
trede. Although these economies differ in Earny important respects,
they are all characterized by dyrarzie, export-led growth which has
sllowed ther to treble their share of world trade since 1960. Other
autfnrd-nrientrd Asian eountries are alsc besinning toc exarge as
repidly=-growing exporters of merufactures, Intra=regioral investmest

and trace are creatin raat =
the region. 59 er interdependenca arcng the econories of

27. With incressed econoric Ieportance corme greater internaticnal
responsibilities and a strong sutusl interest in enhanced
cocperation. There is o need for improved constructive dislogue
betwaen the industrislized countries and the Asian WIEs, as well as
the other oulward-oriented countries in the region. The dizlogue
should centre on cooparative efforte in the pear tere to achisve the
international adjustment necessary for sustained, balanced growth of
the woerld econory. The developrent of inforesl processes which would
facilitate multilateral discussions of 1ssues of mutual concern such
as macroeconoric, trade and structural sdjustment policies should be
encouraged,
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Erom the Private Secretary B June 1988

FEENCH INITIATIVE ON DEBET

[ enclose a copy of a letter to the
Frime Minister from President Mitterrand
putting forward a French initiative on debt
which he hopes will be discussed at the Economic
Summit in Toronto. I should be grateful
if the Foreign Office, to whom I am also
copying this letter and the message, could
arrange for an urgent translation.

The subject will alsc come up at the
Prime Minister's meeting in Paris with President
Mitterrand on Friday and you will want to
cover it in the briefing.

It would be helpful to hawve advice in
due course on whether the Prime Minister

needs to reply in writing to the message
ahead of the Summit.

1l am copying this letter and enclosure
te Lyn Parker (Foreign and Commonwealth Office)
and Myles Wickstead (Overseas Development
Administration).

{C. D. POWELL)
Alex Allan, Esq.,
HM Treasury.
RESTRICTED




HAUT-COMMISSARIAT DU CANADA, CANADIAN HIGH COMMISSION,

DIVISION COMMERCIALE/ECONOMIOUE Wy (3Fug & COMMERCIALECONOMIC DIVISION,
MACDOMNALD HOUSE, AL s MACDONALD HOUSE,
1 GROSVENOR SOUARE, i 1| GROSVENDOR SOUARE,
LONDON, WX DAB : LONDON, W1 X AR,

Talephane; 01-628 S4B Ex,
Tolex Mo.: 261692 (COALDN C)

Mr Nigel Wicks, CBE
Principal Private Secretary
to the Prime Minister
Prime Minister'"s O0ffice
10 Downing Street
LONDOMN
5W1 B Jume 1988

Dear Nigel

.I am enclosing the revised thematic paper following your
meeting last weekend in Toronto. As agreed, this will be the
final version, as the draft communigue will be presented to
sherpas only after Lunch on June 20.

Also enclosed 15 the draft political declaration. The US
State Department (Charles Thomasz) has advised that the USA
delegation intended the words "inherent Limitations” in paragraph
£ to be footnoted to indicate their reserve an these words. They
would prefer to use "failings” instead.

I am meeting wWwith Sir Geoffrey Littler and Rodric
Braithwaite on Friday and will he in touch with vou sometime next
week to review any Last minute matters. Glen Bailey, you will be
aware, Mwill be in Toronto and will again be the Lisison Officer
for Prime Minister Thatcher.

Fegards

TAYLOR
ister (Commercial/Economic)

PS I have sent copies to Messrs Braithwaite, LittLer and
Fretwell.
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‘.‘Ut:ti‘-!:nl gl oy sstomn et fiant Commissnrint dn Exnada

Macdonald House
1 Grosvenor Sguare
London; WlX OAB

June B, 1988

Dear Prime Minister,

Prime Minister Mulroney has now returned
from his tour of Buropean capitals and has asked me
to transmit the attached letter of appreciation for
vour reception and counsel during your meeting on
May 23.

I will be returning to Canada for yvour
vizit and look forward to seeing vou in OQttawa.

Yours very truly,

F. Bovy rEry
High Commissicner

The Rt. Hon. Margaret Thatcher, M.F.
Prime Minister
10 Downing Street
Londotn, SWl1A 2A3
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MESSAGE FROM MONSIEOR FRANCOIS MITTERAND
PRESIDENT OF THE REPLBLIC

T R

THE RT. HON. MARGARET THATCHER, M.P,
PRIME MINISTER

T Juna 1988

PERSONAL MESSAGE

Dear Prime Minister, SERIAL No

It has nevar been So urgent and necessary to act to assist third

world countries, as the gap between rich and poor countries

continoes ko widen.

While their resources are diminishing, particulariy as a result of
the fall in prices of raw materials, while they have to cops with
famines, epidemics and natural calamities and while extrems povarty
ig on the increase in Afrieca, Latin America and many parts of ksia,
the poorest developing countries are not, and will not be, in a
position to repay their debt to the developed countries in full on

che conditions at present lmposed on Lhem,
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We can no longer accept a situation where financial transfers from
South to Worth excesad Cransfiers 1n the oppogsite direction by almost
30 thousand million dollars and the burden of repayment outweighs

new credits,

At the Venice Summit, we recognised the need for a special programme

tor the poorest countries which have made efforts to “adjust". We
decided to seek agreement on extending repayment periods and that
was done, 0On the other hand, we have made o pregress in applying

lower interest rates when rescheduling debts,

To escape from the present stalemate, I propose thereforse that the
repaymaint conditions for the poorest countries, deflned according to
criteria we drew up at the Vanice Summit, be relaxed, leaving it

pen to creditor countries to propose one of the following thrae

apolaong =

ana third of the debt to be written off 1mmedigtely within the
framework of agreements for reschedoling over a period of the

crder of li-vears j
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the debt be rescheduled at market rakes buk with a maximum
duraticn cf 25 vears (instesad of the present maximum of 20 vears);
ko be rescheduled at a preferential rate, reduced by AL

hali over a cepayment period of tThe order of 15 ¥Years.

I hope that this proposal may mest with your approval and that of
all the other Heads of State and Government participating in the

forthecoming Toronto Summit.

[ can tell you now that France, for its part, intends in any case Lo
gffar to write off one third of the debt of all debtor countries who
so0 wishj; that option, which has the advantage of snotailing an

immedliate reductiocon ‘in the outstanding debt, ssems Eo me the one

b=st adaptqd Eo Ehe situation of the peorest countrigs,

Of course, increasing action for the bensfit of ths most destitute
countries does not however mean that we should relax our effortes for
the so-called "medium-income™ countries which are often heavily

1n debt,
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We must show imagination and realism, for example by widening the
ascope for rescheduling official debts, extending it if nacessary to
include due dates for payment of interest. Mobilisation of new
Fregources and recourse to new financial instruments based on market
technigues must be encouraged in the case of bank debts. Finally,

1t 15 assential that recent multilateral decisions an afficial

development asslstance be implemented more guickly, I am thinking

for example of the increase in World Bank capital.

I look forward, Prime Minister, to discussing all these gquestions

with you in Toronto.

[complimentary close]

[ signed] Frangols Mitterand
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TORONTO ECONOMIC SUMMIT: THE PRIME MINISTER'S SPEAKING
NOTE FOR THE OFENING SESSION

As you know, the Prime Minister has agreed to
Mr. Mulroney's reguest to open the discusszion at the firgt
session of the Economic Summit. The purpose of this initial
discussion is for the Heads to describe their main priorities
for the Summit.

Mr. Mulroney's hope is that she will speak without notes
in order to encourage the informality of the occasion.
Nevertheless, I think that it would help the Prime Minister if
she had a speaking note on which she could base her
intervention.

I now attach the first draft of such a note and should be
glad for your comments and amendments. You will see that
there are some requests for comment and information. Could T
ask, in particular, that Geoffrey Littler should provide the
"facts" requested in paragraphs 3 and 4 of the notes. I
should welcome comments from both of Geoffrey and yourself as
well as drafting suggestions where appropriate, on the
references in the other sguare brackets.

Please could I have comments by Spm on Thursday 9 June.
If you would like to talk, please let me know.

Please could I ask Geoffrey to provide, in slower time, a
two page speaking note on our view on the prospects for the
world economy. This is a subject which is supposed to be
covered at the first session and it would be helpful to have
a note availabla. But I hope that we can avoid it clogging
the flow of the Prime Miniater's main intervention.

1 am sending a copy of this letter to Geoffrey Littler
{H M Treasury) and Tom Richardson (Foreign and Commonwealth

N. L. WICKS

Rodric Braithwaite, Esqg., C.M.G. CONFIDENTIAL
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DRAFT SPEAKING NOTE FOR THE PRIME MINISTER TO USE AT THE

OPENING SESSION OF THE ECONOMIC SUMMIT

Any initial courtesies which are necessary
€.9. welcoming Mr. De Mita and Mr. Takeshita
congratulating President Mitterrand
saying farewell to President Reagan
thanking Mr. Mulroney for the Summit

drrangamencs, eto.

The annual Economic Summits are a time for sharing, quite
informally, experience on the economic situation and a
time for resclution on the common economic action which

we should follow in the year ahead.

This is the last of this series of Summits which
President Mitterrand initiated in Versallles in 19BZ.
President Mitterrand, President Reagan and the President
of the Commission (who was present as the French Minister
of Finance) will remember the problems which faced ua at

that Summit.

[ 3 or 4 gloomy facts about the world esconomic situation

in 1981-82 ]




The problems of the world economy are all selved. Par
from it. There is still a grievous situation in soma of
the daveloping countries, especially in Africa. And
unemployment is still too high in many countries. But
thera has been an enormous improvement in the world

economic situation in the last six or seven years.

[ 3 or 4 facts to demonstrate that point.]

That improvement has not come about by accident. The
seventlies were a decade of financial irresponsibility,
economic mis-management and economic opportunity

foregone. But in the Eightiea, the Summit countries have

lead the way in implementing a change in economic policy

of historic proportions. BSuccessive Summit declarations
bear witness to that change. And many other countries

are now following our lead.

Priority has been given to inflation and to prudent
fiscal and monetary policies;

But the real innovation has been the emphasis on
"structural reform", tax reform, abolishing
controls, introducing competition, privatisation
and, latterly, the reform of the world trading :

system and of agriculture,; following our discussion

at the Tokyo Summit 1986.




The recent record of economic history shows the rightness

of these palicies.

The world economy could not have withstood so well the
shock of last Autumn's fall in stock prices unless our

policies had built sound foundations.

I suggest that our task at this Summit is to consider how
to carry these policies through the rest of the Eighties
and into the Nineties, so that we can carry on the

progress already made. That will require,

first, continuing action to reduace trade and

budgetary imbalances;
second, progress with our national structural reform
pProgrammes ;
third, a successful conclusion to the Uruguay Round;
and as part of that, fourth, continuing action to -
and here I use the words in the Economic Declaration
issued in Tokyo in 1986 - "to adjust structure of
agricultural production in the light of world

demand.™

The Imbalances

8. First on the imbalances. There has certainly bean some
progress, ([What can we say on the US budget and trade

deficits and on the German and Japanese positions? Can




we single out the growth of Japanese imports for

favourable comment?] Despite the progress, I do not

believe that the present scale of imbalances is
sustainable. The imbalances certainly add an unnscessary
element of fragility into the world financial system.

More has to be done in the year ahead to reduce them.

Structural Reform

9. Second, structural reform. The thematic paper describes
each country's plans for structural refarm. Each of us
have more actions to take. I would be particularly
interested to hear from Chancellor Eohl and from
Mr. Takeshita about their plans. [Should we amplify

what aspects?]

Education and training is a particular element of
structural reform that I want to stress. We face a
decade of technoleogical change, fewer young people coming
into the workforce, and the need for training and
ratraining, not just for the young people but right
through the working life, so that people can be
re-egquipped with new skills. I look forward to
discussing this important issue at our informal session

tomorcow.

Trade and agriculture

11. Agriculture and trade are, in my view, priority topics

this Summit. Certainly, Summits are not negotiating




bodies. We cannot get into the details which are under
discussion in Geneva. But we can glve an impetus to
thogse discussions and map out some common directions so

as to keep up the momentum. That should be our task.

Trade

12. To take trade first: too often in the last faw yvears
there have bean threats of trade wars. Protectioniam has
inched forward. And protectionism reduces growth in our
countries, puts up inflation in the shork term,; increases
unemployment in the long term and damages the developing
countries. The GATT Round provides an opportunity to
kEurn back protectionism to the bhenefit of both our own
economies and to the developing countries. We must seize

that opportunity and maintain and extend the open world

trading system by maltilateral reduction of trade

barriers.

I believe that the Mid Term Mesting [(MTM)},; to be held in
Montreal 1n December,; offers a wvaluable opportunity to
demonstrate that real progress can be made in all areas
of the Uruguay Round. This progress should cover the
areas to which we gave special emphasis at our previous
meating at the Tokyo summit, namely trade and services,
intellectual property rights and foreign direct
investment. A significant step towards the Round's
suaccessful conclusion would be the establishment at an
early date of an agreed negotiating framework. I

believe, too, that we should use to the fullest extent




possible at the mid term mesting the provision in the
Funta Del Este Declaration which permits the
implementation of agreements reached at an early stage in
the negotiations. We should not hold ap action until an
agraement is reached on everything., The strengthening of
GATT itself is a high priority. We should work for the
earliest pessible agreement on ways of reinforcing the
GATT process: through greater involvement of political
Ministers; Gthrough intensification of the surveillance
of trade policies; and through greater effectiveness of
dispute settlement procedures so that disagreements can

be resolwved speedily, conclusively and fairly.

I suggest that these are the objectives which Summit
countries should set themselves in making their
contributions to the preparation for the Montreal

maating,

Agriculture

L5. The Venice and Tokyo Summits made reform of agriculture

policy a priority for our Governments., Too often,

present agricultural policies distort national economies

by putting unfair burdens on the consumer, straining
Treasuries and wasting national rescurces. And
agricultural policies often create strains for the

L]

world's trading system and reduce the welfare of some of

the developing countries, including some of the poorast.

The European Community took some important steps to




reform agricultaral policy in February:

agreement for effective measures, including
stabiliser measures necessary to control
output and spendingy automatic price penalties
on individual commodities if an agreed

guantity of production is exceeded;

That agreement was a real achievement for the Community

and for the world.

Ho-one should belittle what the Community has achieved.
But I certainly agree that far more needs to be done to
achieve our long term objective of reducing agricultural
support, while maintaining, at the same time, a dynamic

and viable agricultural sector.

This Summit should make clear that the Montreal Mid-Term
Review should give a good shove to the negotiating
proceas. There is an urgent need for any action., We

need to agree a principle of reducing levels of

assistance without getting bogged down into any precise

Final target. We need too to find an overall framework,
as the OECD recently agreed, to measure progress in
implementing this principle. There should be an
immediate down-payment towards a long term goal of
liberalising agriculture markets, together with a

commltment to freeze support at present levels.




There are many other issues we need to consider at the
Summit - the Mewly Industrialising Economies and the
developing countries are obvious examples. Buat I will

reserve my commants on these subjects until later.

Mr. Chairman, this Summit gives us an opportunity te help

shape economic history for the rest of the century. Let

nus saiza i,




10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary 7 June 1988

I enclose a copy of a letter to the
Frime Minister from the Italian Prims
Minieter about the discussicn of enviromnmental
problems at the forthcoming Toronto Economic
Summit. The Italian Ambassador warned me
the other day that his Prime Minister would
wish Tt raisse this at the bilateral in Toronto.
I should be grateful for a draft reply, if
vou consgider this necessary and appropriate;
in dius oolurss.

I am copying this letter and enclosure

to Alex Allan (HM Treasury) and Deborah Lamb
(Department of the Envircoment).

Charles Powell

Lyn Parker Esg
Foreign and Commonwealth Office.
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J 1 d I 7th June, 1988

take plessure in enclosing an eanvelops containing tThe copy
of a message addressed to the Prime Minister, The Rt. Hon, Margaret
Thatcher, KP from the President of the Council of Ministers, Onorewols

Ciriaco De Mita.

Livio Muzl Falcorni

| Charpa d'Affaires a.i.)

Mr. Charlea Powell

Private Secretary to the Prima Minister
10 Downing Strest

London SWi
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Roma, 30 maggio 1988

Signora Primo Ministre e Cara Amica, -
sonc stato lieteo di apprendere che & stato fissato
un incontro fra noi $abato 18 giugno alle ore 18.00 a
Toronto. Sard una utile e per me gradita cecasione per un
primc scambic di wvedute su molti problemi di comune
interesse in vista delle scsdehze che ei vedranne insiene
impegnati nei giorni successivi, il Vertice dei Sette ed i1
Consipglio Europeo di Hannover.
Al Vertice dei BSette € intenzione dal Governo
Eﬂlleva“e 11 tema dell'ambiente e sollecitare  un
argomento di grands dinteresse ed
ha censegnatc nei oiorni scorsi al
Mulroney, nelia sua gqualita di
turno dei Sette, l'unite documento che vuple
e iuna basa per tale discussione.
Nel trasmetterGlielec, lLa prege di farmi avere. lae
tue eventuali osservazioni ed 1 suoi nnger‘ﬂenti.
wall'attesa di incontrarle a Toronto, le ipvio i
mieil piu cordiali saluti, i

5.E. la Signora

Margaret THATCHER

Primo Ministro del

Regno Unito di Gran Bretagna
ed Irlanda del Nord




Upofficiel Translaticon

Dear Prime Mindster and Dear Friend,

I ‘am pleaged to learn that a meeting has been arranged in
Toronto for Gaturday the 168ih of Junme at 18h00. This will be-a useful
and pleasant cccasion to have an initial exchenge of views on seversl
problems  of mutusel interest 1n wiew af the coemltments in which we
will be engaged In the following days, both at thoe Summit of the Seven

and at the European Council in Henowver.

At the Summit of zhe Ssven, 1t s the intention of the Italian
LGovernment To ratze the environment probles and o urge a debats o
thls matter of such great interest and topicality. To this end, a few
days ago I handed over to the Prime Minigter of Camads, K- Hulroney,
in hig capacity a8 current Pregsident of the Saven, the attached document

which 15 intended to be a basis for discussion.

should be pgrateful IT yvou would kindly let me know your

thoughts and any suggestions you may hewve.

Leaking Farward bo meating you 1n Toronta, I sénd you oy

kindesat r:—.gnrrl.-: -

Ciriaco De Mita
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Unofficial Translation

LN R

TORONTC SUMMIT DECLARATION ON ENVIRONMENT
LALL DAAFT
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OTTAWA K1A OAZ

June 6, 1788
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Dear Margaret

Ubn my return to Ottaws, I am writing to
express my gratitude for your kindness in taking time
to receive me, on May 23, to discuse preparations for
the Teronto Economic Summit.

Your extensive interpational gxperience ,
particularly in relation tc Summitry, was of great value
to e at this stgge of our preparations az 1t will be
during our discussions in Toronto. I deeply appreciated
receiving your sound advice and wise counsel as the Summit
approaches.,

I am Looking forward te working closely with you
in Teronte and to your official visit to Ottawa on June 22.
Your speech te a Joint Session of Parliament will certainly
be one of the highlights of this Parliamentary session.

With warmest regards,

Yours sincerely.,

COPY QF
ORIGINAL SIGNED BY
BRIAN MULROMEY

The Right Honourable Margaret Thatcher, MP
Na 10 Downing Street

LONMDON

SWIA ZAA
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PRIME MINISTER-PREMIER MIMNI-®

OTTAWA Kla ORn2
June &6, 1988

Dear Margaret.,

On my return to Ottawa, I am writing to
express my gratitude for your kindness in taking time
to receive me, on May 23, to discuss preparations for
the Toronto Economic Summit.

Your extensive lnternaticnal experience;
partieularly in relation to Summitey, was of great
value ko me at this stage of our preparations as it
will be during our discussions in Toraonto., I deeply
appreciated receiving your sound advice and wise
counsel as the Summit approaches,

I am looking forward to working closely with
you in Toronto and to your official visit to Ottawa on
June 22, Your speech to a Joint Session of Parliament
will certainly be cne of the highlights of this
Parliamentary session.

With warmest regards,

Yours sincerely,

Frecses Mkt Fr

The Right Hongurable Margaret Thatcher

Prime Minister of the United Eingdom
10 Downing Street
London, England




Union des Confédérations de 'Induatrie et des Employeurs d’ Europe

Union of Industrial and Empioyars’ Confederations of Europa ; ,r_“‘-a-\
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The Bt. Hon. Margaret Thatchesr =
Prime Minlster

MFE 091 /20

LE PHESIDENT - Mg I'.ﬂ_‘,/dr
KOR/BV /om/14.C.1 - . 3 June 1988

Dear Prime Minilater,

Burcopean Industry attachea the highest importance to the
fortheoming meeting of Heads of States and of Governments of the
geven western countries which will take place In Toroate Erom 19
to 21 June 1588,

I have pleasure In sending vou herewith a declaration adopted
unanimously by UNICE which includes in its membership all the
Industrial and employers [ederations of the countries of western
Burope.

I thank you in sdvance for the consideratlon you may wish to give
to this paper.

Tours faicthfully,

fund 4 f«,zp;

K. G. Ratlen

MUE JOSEPH I &d-Bied - FO0S3BAUNELLES - TEL 2378511 - TELEX 26013 « TELEFA&X Z31 1445




2 Union des Contdédarations de 'industrie et des Employeurs d'Eurape
. Unian of iIndustrial and Employers’ Confederations of Eurapa

DECLARATION FOR THE WESTERN ECONOMIC SUMMIT TN TORGNTO

STHMARY 3.06,1988

In Toronto, western economic leaders should give & clear indication of
their commitment to adopt credible policies to redress the current large
and uvnsustainable imbalances im the world ecomomy, in order to restore

market confidence and reduce the uncertainty affecting decision—makers in
the real sconomy.

The gconomic outlook for the medium term does not warrant any complacency
about the fundamental financial and trade Imbalances at the toot of the
lass of confidence that precipitated the ecrisias of October 1987. Their
perslistence will continue to undermine confidence in the stability of in-
ternatlonal monetary relations, increase trade frictions and protectionist
tansiona, and liwmit prowth prospects worldwide.

Glven the conseguences for the world economy and the affect on warld trade
trade, the twlin U.5. deficits ghould be corrected by redrezaing the balance
of internal demand towards increazed savings and {nvestmant.

The implications for the other Iindugcrial economies are svemetric  adjusc-
mants of thelr consumption and savings patternmsz :

Japan, in particular, ghould contimue the process of opening up its in-
tarnal market to EForeign production and services as part of an interna—
tlonal effort to restore trade halance.

The European Community should achieve higher grewth throwgh LImproved
and reliable coordination of economie, fiscal and monetary policies
geared to stability, within tha Framewark of stable exchange rates pro-
vidad by tha European Monatary System, so as to strengthen the internal
convargance of the European economies. Higher growth should be reinfor—
ced by the implementacion af the Taternal Market, increased flexibility

and openness of European markets, and lower taxation on European
enterprisas.

The newly induatrialised countries should Eace up to their role and respon—

gibilicies 1in the international economlic scene to rveflect the relative
davelopment of their sconomies.

In view of the GATT mid-term review, Lhe greatest possible advance should
ba made im the moaths to come so that a new impetus can be given to the
subsequant phase of the negotiations In order to achieve the aims set out
at Punta del Este. The negotiations should also aim at getting the full
participation of the developing countries and, certainly, firm commitments
from the newly industrialised countrles.

The high level of i{ndebtedness of the developing countries remalns a source
of concern for the stabllity of the international financial system. The in-
dustrialised countries can contribute to create favourable growth prospects
for LDCs, by Eoatering higher internal growth and maintaining a steady flow
of international and bilateral Financial assistance:. Economic policies in
the LDCs should, however, be oriented towards Lmproving credit—worthiness
and create Eavourable conditfions for international investment.

ALE JOSEPH 1| 461 - ko 4« 1040 BRUNELLES - TA.A B3605HETE - TEL 2576511 ~ TELEFAK 2311445 - TELEX UNICE B 268013 - TELEGH UNINCLISELRCR




Union des Contédérations de I'Indusirie et des Employeurs d'Europe
. Linsom of Indizstrial and Employers” Canfederations of Eurapa
1.086.1988

DECLARATION FOR THE WESTERN ECONOMIC STMMIT IH TORDNTO

P

The Toronto summit will tske place amid conflicting signals in the world
econoay. While adeguate short—tera pallcy reactions may have contained the
pconomic repercasslons of the stockmarkets' crisis of October 1987, the
economle outlook For the medium term does nobt warrant any complacency about
the Ffundamental filnanscial and trade [(mhalances which were at the roob of
the loss of confidence chat precipitaced che crisis. Thelr pecsilstence will
continge to uyndermine confldence in the stabllity of international monetacy
relations, Iincrease crade fricclons and protectionist tensions, and Limlig

growth progspects worldwlde.

In Toronbta, western economlc leaders should glve a clear indicstlon of
their commitment to adopt credible policies to redress the corrent large
and unsuscalnable Imbalances 1o the world economy. The positive, yet
precarfons, achlevements of International cooperation in the management of
exchange rates relnforce the need for improved coordination of economic and
trade policles to restore market coafidence and reduce the wncertainty

affecting decision-makers In the real economy.

Glven the consequences for the world economy and che effect on world trade,
the Ewin U.5. deficits sheuld be corrected by redreszing the balance of
internal demand towards ineresased savings and more investment to support
industrial output. Their persistence will put imevitable upward pressure on
American Intereat rates, finersease the inflationary pressure on the WU.5.
cconomy and thereby threaten the prospects for higher, non=inflationary

econoale growth worldwide.

The implications for the other industrial economies are, in effect, symme—

Erie ad justments of thelr consumptlon and saving patterns. Japan; in parti-
cular, ghould continye the process of opening wp lts Internal market Eo

foreign production and services as part of an international effort to

regbore Erade balance.

AUE JOEEPH Il 40 - Bte 4 - 1040 BRUKELLFE - TV A BIS0SAE12 - TEL 237851 - TELEFAX 2311445 - TELEX UMICE B 28013 - TELEGH UNMIUSELROP




The European Communitw, which already accounts for the largest contribution
te world trade, should achieve higher ioternal growth ln orcder to cackle
the pcoblem of high lewsla of unemployment and to create, with Japan, the
pasitive growth differemtlial wis=a-vis the U.5. necessary to absorh the
present [oternational imbalances. Hligher growch ahoald be achieved through
taproved and reliable coordination of economic, Eiscal and monetary poli-
cles geared to stabllity, within the Eramework of stable exchange rates
provided by the Buropean Monetary Svstem, 50 a% to strengthen the Internal
convergence of the Buropean economles. In addition, the Buropean Conmumnity
must pursue the implementation of the Internal Market liberalisation pro=
grammz which will bolster investors' confidence and echance the growth
potential of the EC. Inereased openness and flexibility of Eurcpean markets
ghauld concribute to a significant improvement in the allscation of econo=
mlc and financial resources and in particular, to an increase in productive
investmant. The completlion of the Internal Market should be paralleled by
maasures to reduce the burden of tazation on Buropean enterprises which

Limitz thelr abilicy to inveat and improva compatitivaness.

Tha |rh_|4_:|7ti'.re of stabilikty af motetary telationg should be ;-ur.qu&d t'nraugh
a strengthening of effective ecordinatfon of economie, figeal and monetacy
policfes bhesides concerted management of exchange rateg. Poliey coordina=
tion based on axcluzive rellance on exchangs rate management cannot alone

reduce the present fundamental imbalances.

However, other factors aggravate the stability of the international Einan=
clal and trading system. Thus, the trade and currency policies oE ceartaln
newly I(ndustrialised couatrles are a serlous source of tension in trade
ralations. These countriess showld face up to thelr role and respomsibili=-
tiea In the international economie scens by entering more fully within the
scope of the GATT and by unpegging exchange rates Erom the U.5. dollar to

reflace the relative development of thelr ecomomias.

The Uruguay Round negotiatfions have opened up positive and significant
proapects Ffor Ffurther consolidation and widenlng of the acope of a fres

warld trading syvstem by including such Fondamental sectors as agriculture,

gervices, intallectual property and investment, on the agenda.
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A they enter their more conceete phase, £ is vital to ensurs the
momentum of these negotfiations. The greatest posslble advance should
ha made in the moaths to come sz that, dt the mid-term review, new
impetas can be given to the subseguent phase of the negotizticns im
view of achleving the alms set out &t Punta dal Esce. Bubstantial
prageess in the negotiations is also mecesgary to gignal a halt ko
pracectionist pressures. To this end, a speclal emphasis should ke

put om the Eollowing objectives :

Strengthening the GATT system through establishing an improved
trade dispure settlesent process, trade policy reviews under
GATT ausplces and scronger cies berween che GATT and iacernacio-—

nal Fimancial and monstary inscituclions.

A common commitment co strengthen GATT authority governing safe-

guards, subdldles and market access.

L:u'l_E; Cers, a6 well as short LErm, measutes Lo allow market si=
gnals to influence Lncreasingly the orlentation of agricultural
prodaction, by way of a progressive and concerted reductlon of

ggricultural support as well as by other appropriate means.

The elements of a comprehensive agreement on trade-related
intellectual property rights based upon the tecognition of fun-
damental priasciples on intellectual property protectien and

their snforcement.

A framework of principles Eor services as well as procedures for

defining and applying thess principles to warious servicea

industries.

A commitment by all contracting Parties to ablde by atandacill

undertakings as agreed at Punta del Este.

On no account should the objectives themgelves and the global

approach agreed onm at Punta del Eate be called into question. The
anegotiations should also alm at petting the Full partleipation of the

developing countries and, cercainly, fira commitments from the newly
Industrialisaed countries.




The high level of indebrednsss of cthe developing countries remalns a goorce
of concern for the stability of the international fimancial systems. The in-
duscrialised countries can contribute to create Favourable growth prospects
for LDCs by fostering higher internal growth, redoce subsidies and malacain
a staady flow of international and bllateral financial assiscance. Economlc
policies in the LDCs should, however, be orfenced towards Improving credic-
worthiness and create favourable condiclons for laternatlional Lovescment.
The [inancing of productive I[nvescment through private capical from che

developed countries should be encouraged.

These are the main concerns of the European business comminity in the Ln—

ternational comtexc. Credible policies are needed to promote higher growth,

contribute to exchange rate stabllity amd preserve a free and cpen trading
systems UKICE calls on the Heads of State and Governments meeting in
Toronto to reaffitm chelr engazement to purguae and consolidace these palicy

objectives and thus reduce the uncectalmcy which elouwds che economlic ouc=
look for the medium cerm.
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M 10 DOWNING STREET

LOMDON 5WIA JAA

From the Press Secretary 3 June 1088

oe Sir Geoffrey Littler, Treasury
Sir John Fretwell, FCO
Roderic Braithwaite, FCO
Chris Mevyer, FCO
John Gieve, Treasury

'i;ll:_.\_,.‘_j |n|w|;:l£'\l-{__ -_,-!‘fl

This is teo confirm that we have made arrangements for you to give
a background briefing (unattributable) to British and resident
foreign correspondents in the main Treasury conference room at
noon on Wednesday June 15. You will be supported by Sir GCeoffrey
Littler and Sir John Fretwell. Roderic Braithwaite cannot be
present but may wish to be rapresented.

I will preside and call the Quastions and I am inviting Messrs
Meyer and John Giave also to be present.

I will give you & brief on Monday, June 13.

Copies go to those named above.

BEERNARD INGHAM

Nigel Wicks Esq







CONFIDENTIAL AND PERSONAL

Foreign and Commonwealth Office

Londeom S5WiA 2AH

2 June 198B
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Economic Summit: 1989

Thank you for your letter of 1 June. I can confirm
that the Foreign Secrtary hag ne cbjection to the dates
proposed by the French.

I am seanding a copy of this letter to Alex Allan
{HM Treasury|.

Lol 0585

C%\ %m

(L Parker)
Private Secretary

C D Powell Esg
10 Downing Straet

CONFIDENTIAL AND PERSOMNAL




10 DOWNING STREET
LONDON SWIA 1AA

From the Private Secrefary 2 June, 1988.

I attach a copy of a letter and enclosure
ko the Prime Minister from Sir Graham Wilkins
of ICC United EKingdom.

I should be most grateful if you would
provide a draft reply [or the Prime Minister's
signature after the Toronto Summit please,
and if you would coordinate that reply
with Alex Allan (HM Treasury! and Jeremy
Godfrey (Department of Trade and Industry)
to whom 1 am copying this letter and enclosure.

(C.D. Powall)

Boch Peirce; Eaq.,
Foreign and Commonwealth Office.
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10 DOWNING STREET
LONDON SWIA 2AA

From the Privale Secrelary 2 June,

The Prime Minister has asked me to
thank you for your letter and enclosure
of 21 May.

Your letter is receiving attention,
and a reply will be sent to you in due
COULrse .

iC.D. Powell)

Sir Graham Wilking

R, O
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Foreign and Commonwealth Office

London SWIlA 2AH

N Wicks Esg CBE
Ho 10 Downing Strest £ June 1288

DRUGS: US PAPER

1. We have looked guickly within the FCO at the paper which
the U 5 Embassy Ccirculated yesterday. In wiew of the time
available, wa have not clearad our comments with the
Treasury and Home Office (to whom and other interested
departments you agreed we could copy the U § paper). We
shall do 8o before Toronto itself: what follows is a brief
checklist of points which 1 do not think are controversial
within wWhitehall.

2. Page 1, first half:

These are 0 5§ suggestions for communigue language. We have
no problem with (a), though the second half (after "illicit
drug problem”) is a rather lengthy shopping list and ocould
be omitted 1if necessary. In (B) we prefer "matiomal® to
"unilateral®: the latter word has extraterriktorial
connotations. We are content with (c), with the caveats
aescribed on the last page of your brief for the 4th
Eherpas’ meeting.

3. "our Objectives"
Mo problems.

4. "Follow-up Actions"

First tiret. Ag the brief says, wa have alraady axpandad
our support of both bilateral and multilateral programméas,
Wa cannot make commitmenta at this stage: aboit a further
ineraase in our suppart of the [N Fund, But a general
reference to "expanded support" presants no problems.

Becond tiret. Yes. It should be adgopted at a conferencs
planned for November/December.

Third tiret. Yas, We have enacted the Drug Trafficking
ODffences Act (1986).

Fourth tiret. Imprecise but acceptablae.

Fifth tiret. The brief explains why we are against using
aid funds as a sanctions weapon. We could go halfway
towards meeting the U § point 1If it talked about

TRZAED




conditioning funds specifically provided for drug
cnntrﬂlferaﬂi:atinn on narcobtics performance, It 1= ouly
reasonable that if we give money for this purpose the
country concerned should play 1ts part too (the "no poppy"
clavuse in drug-related assistance projects). But using IMF
or World Bank money, or general bilateral aid, as a weapon
is ouk.

Last tiret. Sounds acceptable, though I would like to know
mare about the referance to "defance®, and what 1= meant by
*collataral®,

Foreign Ministers

Firet Ctiret. same point as first tiret of preceding
gaction. We have already increassd our assistance, and will
do more 1if funds permit. We are also stepping up our
technical assistance in this field, wvia UN agencies.

Second tiret. The UK drafted and sponsored a resglution to
this effect in this year's Commission on MNarcotic Drugs,
itaelf & follow up to the 1987 Intarnational Conference on
Drug Abuse and Illicit Trafficking. 8§92 no problem.

Third tiret. Yes.

Fourth Etiret,., HNo: see above.

Finance Ministers

First tiret, 