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Mr Nigel Wicks, CBE
Principal Private Secretary
to the Prime Minister
Prime Minister's Office
10 Downing Street
LONDON
SW1 : 8 June 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 communique will be presented to
Sherpas only after Lunch on June 20.

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

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

Regards

LYyJ TAYLOR
Minister (Commercial/Economic)

PS I have sent copies to Messrs Braithwaite, Littler and
Fretwell.




External Aftairy AMgres exiérieurss
ﬂ Canacs Cenada .

Ambasssco, Mutthaters! Trade Negotiations  Ambasssdeur sux négociations commerciaies Mmultiistéraies
#nd Persona! Representative of the el représentante personnells du

Prime Minister, Premie: mirustre

Economuic Summit POU’ e sommMet $conOmMQue

June 7, 1988

Dear Colleague,

As I promised on the weekend, I ar sending you the
attached revised version of the Thematic Paper that results from
our last meeting,

If you wish to get in touch with pe directly prior to
the Sucmit, please feel free to call me at (613) 993-4369,

Sylvia Ostry

To: Personal Representatives of Leaders
of Economic Summit Countries
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TORONTO ECONOMIC SUMMIT: THEMATIC PAPER

IBTRODUCTION -

de The Toronto Summit is the fourteenth: the end of the “second
cycle". During this period, the world economy and economic policy
have undergone profound changes. The 1n£ornation-tochnology
revolution and the globalization of markets have increased economic
interdependence, making it essential that governments consider fully
the international dimensions of their deliberations,

2. Most striking is the contrast between the 1970s and 1980s.
The former was a decade of high and rising inflation, declining
productivity growth, commodity and oil-price shocks, pPolicies
dominated by short-term considerations, and sporadic and often
inadequate international policy cooperation. 1In the 1980s inflation
has been brought under control, laying the basis for sustained etrong
growth and improved productivity. However, the 1980s also saw the
enmergence of large external iwbalances in the major industrial
econonies, greater exchange rate volatility, and debt-gservicing
difficulties in highly-indebted developing countries, Managing the
transition to more sustainable economic and financial positions while
supporting growth has required more continuous and effective
international cooperation, such as the intensified process of policy
coordination adopted at the 1986 Tokyo Summit. That process was
further strengthened at the Venice Summit.

Je Thus, especially in the 1980s, Summits have motivated and
spurred the expanding process of international policy cooperation.
They have proven an effective forunm to address the iss=ues facing the
world econormy, promote new ideas and develop a common sense of
purpose. They have helped bring about an increasing recognition that
the conquest of inflation and of inflationary expectations is
fundamental to sustained growth and job creation. That recognition
has been fortified by a shift from short-term consideratjons to a
mediur-tern framework for the developrment and implementation of
economic policies, and a commitment to improve efficiency and
adaptadbility through greater reliance on market forces and structural
refore while at the same time confirming the effectiveness of social
policies. Leaders have alsoc achieved increasing consensus on the
importance of resisting protectionism and strengthening the open,
multilateral trading system; an effective strategy to address the
challenge of development and alleviate the burden of debt; and
recognition of the serious nature of the world agricultural problenr.

4. The Toronto Summit provides the opportunity to acknowledge

the contribution that Summits have made to international affairs; to
strengthen the ties of solidarity that bind the Summit partners:; and
toc express their greater awareness of their responsibilities to the

wider community of nations. '

% Since the Venice Summit the industrialized countries have
continued to grow strongly and are now in their sixth year of economic
expansion. Employment has continued to expand, inflation has been
Testrained, and progress has been pade toward the correction of madjor
eéxternal imbzlances. The situation of some developing countries was

improved by the recovery in their terms of trade and strong growth in
world trade.
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6. These encouraging economic developments are cause for
optimism, but not for complacency. A nunber of challenges face Summit
governments: to continue narrowing large external and internal
imbalances, the€reby reinforcing the conditions for exchange rate
stabilitys to spur job creation and reduce the high unemployment in a
number of countries, particularly in Europe; to forestall any
resurgence of inflationary pressures; to foster the process of
structural adjustment; to resist protectionist pressures and
strengthen the multilateral trading system: and to provide support for
developing countries in their efforts to inmplement effective programs
of structural reform and macroeconormic adjustment, which would
increase capital formation and ease external debt-servicing
difficulties.

To meet these challenges, Sumrit countries must reinforce
their comnitment to continued economic cooperation. This will enhance
credibility, the key to market confidence.

POLICY COORDINATION
Macroeconomic Policies and Exchange Rates

7. At the Tokyo and Venice Summits and in the Group of Seven
forum, the Summit countries have developed and strengthened the
coordination of their economic policies. Developments in the wake of
the financial strains last October demonstrate the effectiveness anad
resilience of the arrangements that have emerged. Regular reviews of
their policies and performance are taking place in the Group of
Seven. Medium terr objectives and projections are being discussed for
each of their econories and for Sumnmit countries as a group, together
with prospects for short term performance, as a basis for assegsing
current economic trends. The Summit welcomes the progress made in
refining the analytical use of indicators, as well as the addition to
the existing indicators of a commodity-price indicator.

8. The Summit countries have undertaken a series of fiscal,
monetary and structural policies to foster the adjustment of
international imbalances which is underway. Efforts in those
directions, including continued reduction of budgetary deficits, must
continue if the progress to date is to be sustained., To manage the
transition over the medium term to more sustainable econonic and
financial positions in the context of non-inflationary growth,
governments will follow, and where feasible strengthen, the agreed
strategy of coordinated efforts to reduce spending in countries with
large external deficits and sustain the momentum of domestic demand in
countries with large external surpluses.

9. The reduction of external imbalances will require the
cooperation not only of the Summit countries, but also of some of the
smaller European economies and of newly industrializing economies with
large external surpluses.

10. The exchange rate changes in the past three years, especially
the real depreciation of the U.S. dollar 2gainst the Japanese yen and
the major European currencies, have Played a major role in the
adjustment of real trade balances. The Summit should reaffirm that




either excessive fluctuation of exchange rates, a further decline of
the dollar, or -a rise in the dollar to an extent that becormes
destabjlizing to the adjustment process, could be counterproductive by
dapaging growth prospects in the world economy.,

Structural Reforn(

5 W International cooperation involves mOre than macroeconomic
Policies. Summit countries have increasingly been concerned with
monitoring and promoting structural pPolicies which complement
macroeconomic policies, enhance their effectiveness, and provide the
basis for more robust growth., 1In so doing, they facilitate the

sectoral adjustments associated with the correction of external
imbalances.

12 Summit countries should welcome the further developrment of
the OECD's surveillance of structural reform. Such surveillance would
be particularly useful in isproving public understanding by increasing
transparency. PFor example, improved analysis and monitoring of
governnent subsidies to industry and agriculture would reveal their
impact on government budgets, consumer prices, and international trade.

X3, Summit countries should explore other ways of strengthening
the momentur for structural reform; for example, by policies which
mitigate the social and regional costs which such reforr may engender,

14, Agriculture remains one of the most serious structural
pProblems in both developed and developing countries. It is critically
important that encouraging policy reform efforts undertaken by a
number of parties be reinforced through further positive action by all
Summit countries. The Primary objective of agriculture in all our
countries is to satisfy the demand for food in the most economic way
possible. Other important objectives, such as satisfactory levels of
fare incomes, the preservation of rural comrpunities, and environmental
protection, can be achieved without distorting production or market
decisions. The Summit should welcome the OECD's increased emphasis on
structural adjustment and development in the rural econonmy.

18. Financial and technological innovations are rapidly
integrating financial markets internationally, contributing to a
better allocation of capital but also increasing the speed and extent
to which disturbances in one country may be transmitted to other
countries. Summit countries should continue to cooperate amongst
thexmselves and with other countries in the examination of the
functioning of the global financial systen, including securities
markets.

16. Sumeit countries will continue to Pursue structural refores
by: removing barriers, controls and regulations: increasing exposure
to market competition; removing disincentives to work, save, and
invest such as through tax reform: and by improving human resource
development through education and training. 1In this context, the
specific priorities that Sumrit countries have jdentified have been
outlined in the attached Annex.




MULTILATERAL TRADING SYSTEM/URUGUAY ROUND

17, To realize fully the benefits of structural policies to
liberalize markets and enhance competition, it is crucial that an open
international trading syster be maintained. Thus, a successful
Uruguay Round is of critical importance.

18. A successful Uruguay Round will assure the integrity of an
open, predictable multjlateral trading system based on clear rules of
the road, permitting trade expansion to resume its role as the engine
of world economic growth and development. At Punta del Este,
Ministers committed themselves to further trade liberalization across
the wide range of goods and services, including such new areas as
trade-related intellectual property and trade-related investment
measures, and to strengthen the multilateral trading system.
Countries must continue to resist protectionism and the temptation to
adopt unilateral measures outside the framework of GATT rules,

19. Sumreit leaders should welcome the Free Trade Agreement
between Canada and the USA, negotiated and concluded under the GATT,
which should serve as a catalyst for progress in the Uruguay Round.
They should note the steady progress toward the target of the European
Community to complete the internal market by 1992, Summit leaders
should affirm that these developments, together with other moves
toward regional cooperation in which they are involved, would not
weaken but rather support the open, multilateral trading system and
the liberalizing impact of the Uruguay Round.

20, Accordingly, strengthening the GATT itself, particularly
surveillance of trade policies and dispute settlement procedures, is a
high priority. These objectives require the GATT to become a more
dynamic and policy oriented organigation, with greater Ministerial
involvement, and strengthened linkages with other international
organizations. To ensure that disputes are resolved speedily,
effectively and equitably, GATT disciplines must be tightened so that
members accept their obligations, and ensure that recomnendations on
dispute settlement are implermented.

- 3 gt The future role of developing and newly industrializing
economies (NIEs) in the GATT syster should also be a major part of
this message. Both developing and developed countries share an
appreciation that trade can play a key role in development. The
developing countries (especially the NIEs), should be encouraged to
undertake increased copritments and obligations and a greater role §n
the GATT, commensurate with their importance in international trade
and the international adjustment process, as well as their respective
stages of development. Egqually, developed countries should consider
what they are prepared to do to meet the legitimate need of developing
countries for greater, more secure access for their exports.

22. Kowhere is the need for progress more evident than in
agriculture. Reflecting the clear terms of reference provided by the
Punta del Este Declaration and the political impetus provided by the
1987 OECD Ministerial and the Venice Economic Summit, good progress
was made during 1987 in the Uruguay Round negotiations on agriculture,




with the tabling of major proposals. Continued political support and
impetus is essential to underpin the politically difficult efforts at
domestic policy reforam and to advance the equally difficult and
related process of comprehensive agricultural trade reforns.

23, It is necessary to ensure that the Mid-Ters Review in
Montreal in December, 1988 spurs the negotiating process in this as in
other fields. Summit countries should agree on a framework approach,
including short as well as long term elements which will promote the
reform process as launched last year and relieve current strains in
agricultural markets., More Precisely, this would be facilitatea by
agreement on the measures to be included in a device for the
measurement of support and protection, such as a sodified producer
subsidy equivalent, and on the trade liberalization target.

this context, ways should be developed to take account of food
security and social concerns. Any short term measures would need to
be a downpayment on the achievement of long term goals. The objective
of the framework would be to make the agricultural sector more
responsive to market signals.

24, As the Uruguay Round enters a more difficult phase, it is
vital to ensure the momentum of these arbitious negotiations. The
Mid~Term Review will provide a unique opportunity to send a credible
political signal to the trading world. The greatest possible advance
must be made in the months to come, in all areas of the negotiations,
8O as to reach before the end of the yYear the stage where tangible
progress can be registerd. To this end, the Sumrmit countries urge all
participants to seek to agree during that period on framework
approaches in the negotiations. [{These include fundamental reform of
GATT rules, market access, agriculture, trade in services, trade
related intellectual Property and trade related investment measures. ]
For their part, Summit countries are committed to ensure that the
Mid-Term Review establighes a 80lid base for the full and complete
succeses of the negotiations, in accordance with the Punta del Este
Declaration. -

25. Sumnit countries all recognize the critical and expanding
role of international investment in the world economy. They share a
deep concern that increased protectionism would undermine the benefite
of open investment policies. Governments should express their resolve
to progressively liberalize international invegtment policies.

NEWLY INDUSTRIALIZING BCONOMIES

26. Certain newly-industrializing econorpies (NIEs) in the
Asia-Pacific region have become increasingly important in world
trade. Although these econories differ in wany important respects,
they are all characteriged by dynamic, export-led growth which has
allowed then to treble their share of world trade gince 1960. Other
Outward-oriented Asian countries are also beginning to emerge as
rapidly-growing exporters of manufactures. Intra-regional investment
and trade are creating greater interdependence among the economies of
the region.




27. With increased economic importance come greater finternational
responsibilities and a strong mutual interest in enhanced
cooperation. There is a need for improved constructive dialogue
between the industrialiged countries and the Asian NIEs, as well as
the other outward-oriented countries in the region. The dialogue
should centre on cooperative efforts in the near term to achieve the
international adjustment necessary for sustained, balanced growth of
the world economy. The developrent of informal processes which would
facilitate multilatera) discussions of {ssues of mutual concern such
88 macroeconomic, trade and structural adjustment policies should be
encouraged,

DEVELOPING COUNTRIES AND DEBT

28, The performance of developing countries and their role in
world trade have become increasingly im

The situation of individual developing ntries varies widely; rany
still face serious economic difficulties, Central to the pProspects of
all is a global economic environment conducive to strong and
sustainable growth, an open trading system, adeguate financial flows
and, most importantly, a commitment by debtor countries to appropriate
economic reform.

Middle-Income Countries

29, The market-oriented, growth-led strategy based on the
case-by-case approach for dealing with the debt problems of the highly
indebted middle-income countries remains the only viable strategy.
This strategy has achieved significant progress in a number of areas:

= many indebted countries have begun the Process of macroecononmic
adjustment and structural reform necessary for sustained progress,
encouraging the return of £light capital and new investment flows:

lending from official sources has continued to grow at a
significant rate; -

the “menu approach" has continued to eéxpand and has facilitated the
channelling of commercial bank lending into productive uses; and

the risk to the international financial syster has been greatly
lessened as commercial banks have strengthened their financial
positions.

30. Progress toward a lasting solution, however, has been slower
than earlier expected. High debt ratios Persist and the return to
Creditworthiness for many countries remains distant. The financing
situation generally is expected to remain Aifficult, :

3. Official financing and the international financial

institutions have Played and will continue to play a central role in
the debt strategy:
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through the Paris Club, over US$73 billion of principal and
interest have been consolidated since 1983, Export credit agencies
will continue to Play a flexible role in promptly Tesuming or
increasing cover for countries which are implementing comprehensive
adjustpent Programs:

the US$74.8 billion General Capital Increase (GCI) for the World
Bank will substantially increase available resources. Speedy
approval and subscription to the GCI by all governments is
essential;

the mpodified Extended Funda Facility (EFF) of the IMF will support
erphasis on mediup-term structural adjustment. Also, the
incorporation inte Fund programs of external contingency mechanismg
would assist countries to adhere to their adjustreent programs in
the face of Unexpected adverse external events,

- SRR Commercial bankes hola nearly two-thirds of the external debt
©f the middle-income countries, and their continued involvement in the
debt strategy is essentjal, In this regard, the World Bank and IMF
can play an important catalytic role in mobilizing additional
financing from private (and official) sources in support of debtor
countries' adjustment programs,

33, In recent years there has been increasing recourse to
innovative financing techniques. The important characteristics of
these techniques are that they are voluntary, market-oriented, and
applied on a case-by-case basis. The "menu approach® has engendered
new financial flows and, in some cases, reduced the existing stock of
debt. The flexibility of the present strategy would be enhanced by
the further broadening of the menu 8pproach and the encouragement of
innovative financing techniques to improve the quality of new lending.

34. International direct investment can Play an important role in

spurring econoric growth and alleviating debt problems in developing

countries. Accordingly, developing countries, for their part, should
h investment. The positive contribution that

the Multilateral Investment Guarantee Agency and the International

Finance Corporation are maki i

investment should be enco

Debt of the Poorest

3S. The debt burden of the poorest developing countries,
especially in Sub-Saharan Africa, part of a broader developmental
Challenge that requires the developing countries to persist with
strong adjustment measures and 4

concessional assistance,

been encouraging over the

= the recent enhancement of the IMF's Structural Adjustment Facility
by SDR 6 billion will substantially increase funds available on
highly concessiona} terms for low-income countries undertaking
structural refore:




the World Bank, in conjunction with ODA agencies, has put in Place
an enhanced ‘program of co-financing aimed at the poorest
countries. The donors have announced a total contribution
amounting to US$6.4 billion for the Period 1988/90;

the fifeth repléninhnent of the African Development Pund has reached
a total amount of approximately US$3 billion;

Paris Club creditors are rescheduling debt at extended grace and
repayment periods.

The first three initiatives listed above will mobilize a total of more
than US$18 billion in favour of the poorest and most indebted
countries undertaking an adjustrment effort over the period 1988/90.
Out of this total, uss$s billion will be channelled to sub-Saharan
African countries. The bulk of it will help finance adjustment
programs.

36. In cases where it is extremely difficult for countries to
Reet their debt-service obligations, an increase in concessional
Tesource flows will be necessary to help those countries resume
sustained growth, One proposal is to reschedule the commercial debts
of the poorest countries at concessional interest rates., An
alternative is for official creditors to choose between shorter
repayment periods at concessional rates and longer repaywent periods
at commercial rates. the adoption of options, as in the menu
approach, to allow creditors the choice to offer cone

rates with gshorter

prograes.
32. Other techniques for reducing the burden of debt service
should also be explored, including the Provision of grants for
Countries undertaking adjustments, and further ODA debt cancellation.

FUTURE SUMMITS

38. The challenge for future Summits remains the sare as that
confronting leaders today: coping effectively with change in an
increasingly interdependent world. There is a proven way to achieve
this -- through an evolutionary process of improved international
cooperation. 1In particular, we should examine the opportunities for
strengthening Summit cooperation in: improving coordination of
economic policies: striving for a more open international trading
System:; intensifying efforts in favour of poor and indebted
countries: and extending international Cooperation to other issues as
they emerge. Based on the lessons learned frop past Summits, thege
will be among the main tasks of future ones.

"t'i'.0'.‘."0'.0.'.'0.0.'..




OTHER IBSUES

In addition to economic matters, the leaders have discusged

other issues: --

ENVIRONMENT

1.

Protection and enhancement of the environment §g¢ essential,

The report of the World Comrission on Environment and
Development has stressed that environmental considerations must
be integrated into all areas of economie policy-making if the
globe is to continue to Support humankind. Summit countries
endorse {tg concept of sustainable development.

Threats to the environme Their
urgent nature requi nternational Cooperation,

countries, but between East
and West, Significant Ptogress has heen
achieved in a number of environmental &reas. The Montreal
Protocol on Substances that Deplete the Ozone Layer is a
milestone., A}) countries should be eéncouraged to sign and
ratify i¢. Completion of negotiations on a Protocol on
emissions of nitrogen oxides within the framework of the Geneva
Convention on Long-range Transboundary Air Pollution s
important. The efforts of UNEP for an agreement on the
transfrontier shipment of hazardous wastes are welcome and
éncouraged.

Further action js needed. Global Climate change, air and water
pollution, hazardous substances, deforestation, angd endangered
species require Priority attention, A worldwide consciousness
xust be developed ana maintained to counter threats that
diminish the heritage of humankind. 1In this connection, the
Summit countries welcome the establighment of an
intergovernmental Panel on global climate change under the
auspices of the UNEP and the WMO. The Sumzit welcomes the
Conference on the Changing Atmosphere toc be held in Toronto.

Illicit narcotics trafficking poses grave risks to the peocples
of Summit countries as well 88 to the peoples of source and
transit countries. There is an urgent need for improved
international cooperation in all appropriate fora on programs
to counter all facets of the illicit drug problem, in
particular, production, trafficking, ang financing of the drug
trade. The cormplexity of the Probler reguires not only
reinforcement of Present efforts but algo additional
international 8pproaches. 1In this Tespect, we look forward to
the successful negotiation in Vienna in November of a Uniteda
Nations Convention on fllicit trafficking, :




-2 -

The Summit also could consider supporting an initiative of the
Government of the United States to convene a special task force
comprised of senior foreign affairs, enforcement, finance and
Other appropriate officials from Summit countries concerned
with the fight against narcotics. This task force should
Propose methods of improving cooperation in all areas including
national, bilateral and multilateral efforts.

HUMAN FRONTIER SCIENCE PROGRAM

6.

We note the successful conclusion of Japan's feasibility study
on the Human Frontier Program and are grateful for the
opportunities our scientists were given to contribute to the
study. We look forward to the Japanese government'e Proposal
for the implementation of the Program in the near future,

BIOETHICS

7.

We note that, as part of the continuing review of the ethical
implications of developments in the 1ife sciences, the Italian
government hosted the fifth conference on bioethics in April
1988 and welcome the intention of the European Community to
host the sixth conference in the spring of 1989,

Prench reserve




ANNEX

S——————

Europe is Pursuing structural reforms to complement
Bacroeconomic policies in order to 8pur job creation, enhance
growth potentjal, hieve a Sustainadble pattern of external
balances. Btructural reform Reasures are being put into Place
in the framework of the Community Programme for a unified
internal Barket by 1992; including full liveralisation of
capital movementg; removal of physical, administrative and
technical barriers to allow the full mobi

and services ana an

However, full achieve

and on associated regi

Germany's structural reforms are tax
reduction, deregulation and privatization, reform of
and telecommunications Syster, increased tlexibility

in the labour mirket, and reform of the social security systenm,

In France, the main structural reforms will deal with
improving the level of education Professional training ang
development for workers, the refore of financial markets, and
the elaboration of fiscal incentives to innovation and to
pProductive investment.

Italy will seex to promote training ana education, increase
the flexibility ©f the labour market to spur employment,
improve the functioning of financial markets, revise the tax
Syster to promote etficiency and eliminate distortions, and
enhance publie sector efficiency.

The United Kingdor has been Pursuing a substantial prograr of
tax refornm, deregulation, the OPening up of markets
Privatization of state industries, and will continue

Program through further Eeasures to improve the flexihility of
the workforce through education, training, and other actions.

Japan will Pursue further structural reforms to support and
sustain the greater reliance on domestic demand-led growth
which has quickened remarkably over the Past year. Japan will
Promote reform of government regulations in key gectors,
including 8griculture and land use policies, the distribution
syster and the tax systex.

For the Unjited States, where recent indications that the
declining trend in priv vings may have

encouraging, it {g nonetheless a Priority to

incentives to 8ave. Also the Unjited States will strengthen the
international} Competitiveness of {ts industrial gector.

The most Promising areas of structural reform in Canada are
implementation of the second stage of tax reform, the Proposed
liberalization of the financial ser

importantly, the implementation of

with the Unjitea States.




CONFIDENTIAL

POLITICAL STATEMENT

3 We the Leaders of oyuy Seven countries, &nd the
Tepresentativesg of the Eurcpean Community, have Considered the
future of East-West relations. <The discussion heag confirmed that
Our free ang democratic societies wil) stand together in solidarity
&nd cohesion within the fremework of Our existing dllignces. we also
reaffirmed th, uClear deterrence and adeguate conventional

Strength are the Quarantees of Peace in freedon. Equally, we

Cocperation, tncluding arms

between East ang West,

This evolutjon has come aboyt because the industrialized
democraciec have been 8trong and United, ang because the inherent
limitations of the Soviet 80cial ana e€conomic systen have forcea
Changes in Soviet Policies, Greater freedor ana OPenness in the
Soviet Union Will offer OpPportunities to reduce migtrugt and build
confidence. Each of yug w¥ill resporéd Positively to snf'such

developments.




EONFIDENIIAL

3. We call Upon the Soviet Jeaderthlp to play a responsible

role on issues of common concern, we velcome the beginning of the
Soviet withdraval of its occupation troops from Afghanistan. gt
Bust be total, and apply to the entire country. The Afghan people
must be able to Choose their government freely. Each ©f us confirms
Our willingness o Ema&ke our full contribution to the efforts of the
internationa) community to ensure the return of the refugees to
their homelang, their resettlement, and the reconstruction of their
country. We now 100k to the Soviet Union to make a conotructi@e

contribution to resolving other regional conflicts as well,

4. Since our last meeting, progress has been made between the
United States ana the Soviet Union in agreeing to reduce armsg
without Comprorising the security of any of Our countries. The INF

Treaty, and unity, is the

We congratulate President Reagan on what he has already
accomplished, &long with General Secretary Gorbachev, towards this

goal.
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Nonetheless, the massive presence of Soviet conventional
forces in Eastern Europe and the Soviet capacity to launch surprise
attacks and large scale offensive Operations lies at the core of the
security problem in Europe. The Soviet military buildup in the Far
East is equally a major source of instability in Asia. These
threats must be teduced;!: enhanced security anéd stability at

-

lower levels of forces is our goal., We sgeek a comprehensive,

effectively verifiable and truly global ban on chemical weapone,

6. Genuine peace cannot be established solely by arms
contrel. It must be firrly based on respect for fundarmental human
rights. We urge the Soviet Union to move forward in ensuring human
dignity and freedoms, and to implement fully the commitments it has

undertaken in the Eelsinki Process. Recent progress must be

1natitutionllizeé, the painful barriers that divide people must corme

down, and the obstacles to emigration must be renoved.

¢ ¥ We take positive note of Eastern countries' growing
interest in ending their economic isclation, for example in the
establishment and development of relations with the European
Community. East-West economic relations can be expanded so long as
the commercial basis s sound, they are conducted within the
framework of the basic principles and rules of the international
tracde and payrents system, and are consistent with our ShcuT ity

interests,

—

5 ———— ——— -~
(:zencn resesve on preceiin: sectior)




In this context, we

Support the Continuation and ctrcngthening ©f the Helginki Process.

in the Near East, 7he Current violence jp the Occupjed Territories
is a clear 8ign that the statyus QUC {8 not sust

negotiated Settlement

essential. e declare oyr support fof

Structured international Conference ag the 4ppropriate framewory for
the necessary hegotiationg between the parties directly €oncerned,

In this pe:spective,

Kr. Shults Since

ties to CoOperate fully §n the gearch for o

Sclutijorn,
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10. We have pursued our consultations about the continuing war
between Iraq and Iran which remains a source of profound concern to
Us. We reaffirm our support for Security Council Resolution 598,
which was adopted unanimously. We express our warm dpprecjation for
the efforts of the Secretary General to work for a settlement on
this basis, and reiterate our determination to ensure implementation
of this wandatory resolution by a follow-up resolution if compliance
cannot otherwise be secured. Wwe condemn the use of chemical weapons
by either party, deplore proliferation of ballistic missiles in the
region, and renew our commitment to uphold the principle of freedor

of navigation in the Gulf.

If leaders wish to have text on terrorism, paragraphs 11-15% are

agreed language,

1. We strongly reaffirm our condemnation of terrorism in all

its forms, including the taking of hostages. We renew our
commitment to policies and measures agreed at previous Summits, in

pParticular those against state sponsored terrorism,
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Particular the destruction of & Korean Airliner and the hijacking of
& Kuwaitj; Airliner, we tecall the Principle affirmed jn Previous
declaratijons that terrorists must not go unpunished. we appeal to
8ll countries who are not Party to the intetnational conventions on
Civil aviation security, in Particular the Hague Convention, to

accede to these conventions.

We express support for work currently underwvay {n the
anization aimed at strengthening
international Protection against hijackinga. (This includes

Reasures to investigate future hijackings,

not be allowed to take

apart from exceptional Circumstances.)

14. We welcome the adoption this year in Montreal and Rome of
two intetnational agreements on aviation and maritime Eecurity to

enhance the safety of travellers.

15, We reaffirm our determination to continue the fight against

terrorism through the application of rule of law, the pPolicy of no
concessions to terrorists ang their Sponsors, and internationa]

Cooperation,




