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European front on every issue.
In particular, West Germany is likely to
be on the defensive over international de-

sue Own Goals. at

Europeans;to Pur.

LR, T

This story written by Janet Porter, Andrew
Mutter, Jess Lukomski and Peter Dreyer.

mands to reflate its economy, arguing that
proposed tax cuts over the next few years
will provide a major fiscal stimulus.

West Germany, together with France, al-
% is concerned about proposed agricultural
~eforms and international efforts to disman-
tle farm subsidies.

The British and Italian prime ministers,
however, will be regarding the three-day
gathering more as an electoral platform.

-THE VENICE mcgk_q !

—

¢ aeer!

Phateher goes to the polls on June
11, the day aftet the summit ends, while the
Italian premier, Amintore Fanfani, faces an
election June 14.

Mrs. Thatcher, who attended the 1983 Wii-
llamsburg summit during an election cam-
paign, is well aware of the vote-catching
kudos of being seen on the world stage at
such a crucial time. Mr. Fanfani, presiding
over a caretaker government, will be seek-
ing credibility and trying to convince both
the Italian electorate and the rest of the
world that political stability can be restored

A

_as he plays host to the six other world

leaders.

Domestic considerations apart, the main
issue in Venice is likely to be agriculture.
Every summit seems to plump for a particu
lar matter on which to focus. In London

Prapmd

o e
three masﬁvnoo it mas the v sd debt cristh
At the 1985 Honn summit, whether or not to
implement a new General Agreement on
Tariffs and Trade multilateralttrade round
was the key topic. Last year's Tokyo summit
was overshadowed by the Chernobyl disas-
ter. This year it looks very much as if the
question of how to eliminate food subsidies
and liberalize farm trade will be the major
preoccupation.

Britain, whose farmers are among the
most efficient in the world, fully supports
the recent initiative of the 24 ieading indus-
trialized nations in the Organization for Eco-
nomic Cooperation and Development to cut
agricultural aid in the drive to reduce food
surpluses. .

But although West German Economics
Minister Martin Bangemann agrees the Eu-

Meeting

ropean Commanity’s agricultural markets
should be opened up, the West German gov-
v(,yayameat (aces oppositiey al home from

s wha clghm that, psr capita, the na
is atreidy % agri
cuitural produce with an annual deficit of 2v
billion deutsche marks (about $11 billion).

The French government also faces & pow-
erful farmers lobby that will strongly resist
pressure to cut the level of support and
make the industry more competitive.

Ranged alongside the question of farm
subsidies is the broader issue of protection-
ism. Britain, West Germany, France and Ita.
iy will be pressing both individually and
through the European Community (also rep-
resented at the summit). for a reduction ir.
the U.S. budget and trade deficits in order l
ward off the risk of an international trad:
war. And, while welcoming the recent fisca
expansion measures announced by Japan

SEE STRESS. PAGE 2/
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In need of cen’rral banks and other saviors

It may be the world's biggest
debtor, but the United States con-
tinues to behave as though it is the
world's richest creditor. .

The old Reaganite rhetoric o( a,
few years back, of the dollar as a
strong currency and of an econo-
my that is vibrant and entrepre.
neurial in a way that others can-

not match, stiil lingers — .and

perbaps wiil for the remainder, of
this Administratlon’s term. -

To go with this harmless exer.
cise in self-decelt, the Americans .
have a less endearing habit 'o!
stamping their foot and pouting.*

Thus, we have everyone: else i
being blamed for a U.S. trads def}-
cit that-is largely of Washington's -
making.' And we, have an unwlll-
irigness .to face uncomfortable

political reallua. such as that the -

U.S. budget deficit: must be
reduced and things that frighten -
foreign investors — a falling dol.:
lar, too-low interest rates relative -

Rk

o 1 M v
: e Xah Tyt

that can write its I0Us in Its own .
currency and therefore get away
with a degree of indiscipline that
others can not. :
However, foreign investors who
are being turned off, and are turn-
ng away from Investing in U.S,
'I‘msury securities, are the ones
-who must bailoutmeus 6CON0- -

to that falling dollar, an obstinate - my over the long term.

refusal to consider tax increases,
and Congress's desire to lash out
at other countries on trade —,

must be dealt with in the interests -

of retajning international confj-.
dence In U.S. economic mannge- -

. ment,

- That, as Britons and Canadians
and French and Italians and other
mendlcants know, is the way debt-
ors get by in times of economic
trouble, They do it by being nice to
the people they are borrowing
money {rom.

The Americans, however, per-
sist in their wilful ways. -

" Where this will lead is not clear.
The United States is a country

And if the United States contin-
ueswkicksandinmelr(mand

pretend it is the world's muscle- .

‘man, ltwlndosoauheriskofa
much lower dollar or much highe
interest rates or both (whlch wlll
. be bad for everyone).

The point is made force{ully by
a report from Townsend Green-
span and Co, of New York, the
firm headed by former presiden-
tial economic adviser Alan Green.
span, which calculates that for-
eign: central banks, not private
investors, did the job of financing
the U.S.'deficlt in the first quarter
of this year,

By Mr. Greenspan's reckoning,
Japan's central bank poured $12.5-

billion (U.S.) into U.S. Treasury
securities over the period; the
European central banks $12.7-bil-
lion; and our own Bank of Canada,
anxious ta stem the rise in the
Canadian dollar, $3.5-billion,

That amounted to an Infusion of.

nearly $29-blilion versus only $2-
billion from the same central
banks in the last quarter of last

yea
Why the difference? Because

capital from private foreign

sources’ went on strike — out of
alarm about where the U.S. dollar
was headed, what would happen to
_US. lnt.emst rates and whether
“the U.S. Congress would start a
world war over trade. As private
investors drew back, other curren-
cles rase abruptly nga!nst the U.S..
dollar. And that ' necesditated
massive lmervemlon by their
central hanks,

When It comes to bailing out the
United States, the issue has never
been whether a contlnuing, finan-
cial rescue can be accompiished,
but on what terms. -

The flip side of the dellclt Isa
Eeleup of dollars abroad that must.
exchanged at some point for
U.S. goods or used to make U.S.
dollar investments. But as the
flood of dollars mounts, foreigners
are going to demand a greater
premlum for investing them back
in the United States and greater
value for the U.S. goods they buy.

The implications are clear;
Interest rates will have to be high-
er, the dollar lower.

One person in Washington who

has been worrying, and warning,
about the trade-off js Federal

Reserve Board chairman Paul
Volcker.

Time and again, he has told
Congress that deficits that must
be financed by making huge
demands on foreigners' savings
are not sustainable. Recently, he
made It known that the Federal
Reserve pushed up short-term’
Interest rates at the end of April
with the express of mak- -
Ing U.S. dollar investments more
attractive to foreigners.

Congress has not listened, ornot
understood. Meanwhile, the mes-
sage from International’ political
gatherlngs. such as the one held

y the OECD in Paris last week, is

. that a brotherly consensus be-'

tween Washington, Tokyo and

Bonn prevails and the dolurcan

be defended at Its current level.-
Few people- believe this any

* more. And the evidence of a mas-

sive need for central bank ballouts
to prop up the dollar ests it is
mostly based on wishful thinking.
To many dispassionate observ.
ers, the U.S. dollar cannot be sal-
‘vaged at its present level. They

" see an inevitable further slide that

me take It dow? to 120 wvrﬁngggo
apanese yen, force m r
interest rates and ' threaten.the

" global economy with a recession.
The way to avoid. thig, if it is -

avoidable, {8 for Washington to
change its ways and curb its defi.
cits and gag its fractious Con-
gress,

The U.S. econom has to be
‘managed better and some hope
held out that creditors of the Unit.
ed States are not, by investing in
the dollar, throwing good money
after bad.

-
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i Any bank that repats a $2.5 billion loss in a sin-
gle quarter must be in serious trouble, right?

Wrong. Citicorp’s dramatic decision to set aside:

enough cash to cover a fifth of its loans to poor coun-
tries simply acknowledges facts that have been
known for years. The institution remains a major
player in global banking, .one that deserves credit
for injecting a constructive note of reality to negoti-
ations over third worlddebt.

. Like most big banks, Citicorp lent billions to
countries with ailing economies in the 1970's on the
assumption that governments would never permit

" their loans to default. But the assumption was mis-

taken. Now, unlike most American banks with big
Ioans outstanding to poor countries, Citicorp has
joined European and Japanese lenders in conclud-

-ing that stockholders prefer to know the worst.

The gamble appears to have paid off. Market
analysts view the one-time hit as a shrewd psycho-
logical coup that will distract attention from past

. errors and reinforce Citicorp’s image as a flexible
ard imaginative competitor. Other benefits are

quite tangible: the write-off frees the bank to pur-
su¢ an aggressive policy of selling dubious debts for

- less than 100 cents on the dollar. And it pre-empts
debtors tempted to use the threat of formal default

. to demand more favorable settiements.
», . The market's positive response makes it more

Look: An Honest Bank

. likely that other U.S. banks will follow Citicorp's

Jead toward honest disglosure of shaky loans. If
most take the plunge, the secondary market for
their debts will surely boom. Someday soon, private
investgrs and pension funds may be able to add dis-
counted portions of Brazilian and Argentine debt to
their portfolios of corporate stocks, Treasury se-
curities and mortgage-backed bonds. That wouldn’t
reduce the dollar cost of defaults. But it would re-
duce the adverse impact of any such losses on the
financial system by spreading the risk to a much
larger pool of savers. :

There’s a more important possible effect. The
banks’ implicit acknowledgment that impoverished
nations will never repay their loans in full could
open the way to realistic settlements. Private banks
can't be expected to provide the infusions of foreign
capital so desperately needed by countries like
Mexico and the Philippines. That’s a job for multi-
lateral lenders, like the World Bank and Interna-
tional Monetary Fund, that are backed by the credit
of the major economic powers.

Nevertheless, formal agreements to write off
substantial chunks of the loans, or to accept less-
than-market interest rates, would at least stanch
the flows.of capital from poor lands to rich. Citi-
corp’s show of strength in adversity was intended to
serve its stockholders. It also serves the public.

-
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THE Economic Summit In
Venice next month is heading
for failure. Although it is
likely to produce the kind of
harmony so beloved of politi-

tive in its impact on the
oeonont}c policies of the world's
natjons.
kc'¥'lle critical test by which the
summit should be judged is
whether it leads to expansionary
sconomic polic.l‘es in :’etn
Gerouany and Japan and -to
reduced budget deficits in the
US. Without such steps, unem-
Pl t will rise in Europe
ugm;:pm. and the US will
semzin on a path leading to
higher real interest rates and
reduced investment in plant and
. eQuipment.
Unfortunately, if international
ons continue on their
present course, the summit will
actually reduce the prospects
for . appropriate changes in
national economic policles. If
summit participants
reaffirm - their commitment tg

1
[
g
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themselves with a false
concluding that other
chenges in their domestic poli-
cles sre not urgently needed.

- fa- wsemployment. Similarly, tf
the West German Government
beligves that the D-Mark will
net ° strengthen Deyond
. cTent

B
g

]

i

A f

Esg
¢

:
:

E
g

vidends that the US will

§ag
Egs
1
Ra
ér

cent a year
to
veness.
The combination of the real
RSUINRY | N

- Martin Feldstein looks.a

clans, it will be counterproduc- °

Thus if the Government of l

: )
exchange rate adjustment and’
the inflation offset means that
within the next three to five
lears the dollar must decline

y at least 30 per cent from fts
present level, implying a dollar

| exchange wvalue of sbout 100

yen and DM1.35.

There is no way of knowing
how quickly the financial mar-
kets will become convinced |
enough of the dollar’s inevitable -
decline to trigger the selling
that will elipinate fits over-
valuation. either muslvel
government exchange market:
intervention nor the pronounce-
ments of finance ministers and
centra]l benkers will be able
to avoid or ificantly slow
the dollar’s decline. St

: h the central bnnksl

Althoug!
of Europe and :;Qn L
more than $60bn (£38bn) of US'!
securities In the first four
months of 1987 (emough to
finance pot only the entire US
current sccount deficit during
that period but also significant
net selling of dollar securities
by private investors around the

) the dollar has continued
‘its rapid decline. The central
'banks canriot continue to buy
dollar securities at the recent
unprecedented rate. And when

a consensus develops among
! private investors that the dollar

min ug“ é&tﬁe’e&uﬁ must decline further, the ava:

it wiil relax 13 efforts-at expen- l'lgche of selling ) over-

0 by the view that The comlnz decline of the

b o exports  will oGt 40,0 i1 gepress exports and

T ey Ve s ent, i Europe
. recen ann :

axion of public works ‘will ::.ﬂ Japan further steps

takea o gtimulste domestic

- -1
demand. And the improved US
trade balamce will automaticaily
shrink the capital inflow. to the
US and push up interest rates,
unless legislative steps are taken
to reduce future budget deficits.

The repeated sssertion by*
officials of the summit countries
that the dollar will not decline
further induces a complacency-
that makes the necessary.macro--
economic licy chpnges um-
though .Ja and
West Germany are rted by
the US 1t stimulate their
economies {n onder to incresse
imports from the US and the|
developing countries, that s
not a compelling enough reason
for those two governments to
sbandon -their domestically
popular commitments to fiscal,
restraint. A far more persuasive
argument for adopting expan-
sfopary fiscal policies is that:
the failure to do so would mean :
rising domestic unemplioyment
es the declining dollar reduces
their net sxports.

t the prospects for next month’s economic summ

Similarly, the American
overnment will not accept the
gohtu:nl pain of - cutting the
udget deficit through a reduc-
tion of spending on middle
class entitlements and an in-
crease in personal taxes simply
to satisfy the requests of its
summit partners. The recogni-.
tion that the Inevitable decline
of the dollar would otherwise
push up interest rates and
shrink  domestic investment
would be far more compelling.
Although a sussmit meeting
is a proper time to reafirm
lnterp;doml ,?_ur;lependence
PV Progi A
o 8, - T3 3 .
and .the “spirit of international
eoc&enﬂnn. ‘there: can be no
doubt that sell.interest is a
stronger motivating force for
national decisions than the
principle of altruistic *interna-
co-operation. If the sum-
mit participants would' only
recognise the inevitability of
the dollar . decline and the
futility of co-operative efforts
to stabilise the dollar, self-

N e e

interest would lead to the
Appropriste economic policies—
cies that would help the
dividual countries themselves
and the rest of the world
If the seven heads of state |
have the courage and the wis- |
%o;:k:o‘hdo ww&u is right in|
enkce, they something
Like this: sy something |

“The necessary correction ¢f
tb!;e wolrldmtnde imb?lm has
gun to e unemployment {n
‘Europe and Jepan and increase .
interest rates in the US. We
recognize that the -inevitable
further decline of the dollar
will exacerbate these problems
unless we take appropriste
countervailing measuregs, The
Rovernments of Japan and the
European summit nations will,
therefore, fiscal “policies
aimed st increasing domestc
demand and exmployment, while
US Government will pursue
tougher budget reduction to
lvolt 4 further rises in fpterest
rates, .
. “Because those governments
are eager to avoid the accumus. ;
lation of - additional natiomal |
dett and the enlargement of |
Zovernment activity, the fiscal

a2 24 ey .o

A self-interested wa,

Ty e
el

ol
it

stimulus will take the form of
targeted tax changes designed
to induce private consumers and
investors to accelerate the pace
of spending. Buch measures t
could include temporary reduc-
tions in value ‘added taxes or
the use of temporary tax credits
for business investment and re-
sidential construction. Revenue
fheutral changes, ia which the
:!scal incentives are offset by
em

8
¥
ol e

ing
raising excise tixes
ducing the automatic {nflation
sdfustment ‘of persohal

?

3

A3 o
Ty,

thiy summit will, of course, con-
tinue to work to strengthen in-
ternational trade in goods and
services and to provide the kind |
of economic envircament con- |-
dutive to a resolition of thel:
international debt problewms of {7
the developing A N

. 33
owthor" i  president oI Whet:: ;-
Aevosrsh :

T

SRR Jocibgeliod

v

avoid death in Venice
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B8Y DAVID .~ -
STEWART-PATTERSON . .
The Globe and Mall :

OTTAWA o

For the 14 aériculmral exborting
countries that form .the Caims
group, the two-day meeting begin-

part. - - ; ) .
The countries have a common

subsidy war between the United
States and the Europea
ty, a-war that is impoverishing
farmers and' national treasuries
alike In- less: populous and: less
wealthy countries, L '

rmm e

ing comes after a much more diffi-
cult but ‘successful meeting of the
industrialized - countries that form
the larger Organization for Eco-
nomic Co-operation and Develop-
ment,

The OECD meeting produced a
carefully worded agreement in prin-
ciple to call a truce in the farm.
trade war while everyone haggles

ning tomarrow in Ottawa is the easy -

interest in finding ways to stop the

n Communi--

‘The weekend ministerial gather.

their way through the next round of
“multilateral talks under the General
- Agreement on Tariffs and Trade.
Member countries have agreed to
work out trade rules that will gov-
ern the agricultural sector.
The Cairns group, which collec-
‘tively accoyn
world's agricultural exporis, was
formed last August by countries as

» varied as Brazil, Hungary and Fiji,
and includes Canada and Australia,

"1t is named after Cairns in Australia
‘where the group of countries first
maet to discuss international agricul.

“tural trade. '

' Now that the United States, the

"+ EC and Japan have all agreed to the,
truce, members of the group should:
. have little ditficulty in following.

suit. The tough part begins July 8,
said a senior Canadian official, as
‘the GATT multilateral talks on agri-
cultural trade. get under way.
*That’s when we would want to see
thedwhltea of everybody's eyes,’” he
said. '

Canada hopes that all partici-
pants will agree at that meeting to

- come forward with firm bargaining

proposals by early autumn. With

ts for 25 per cent of the.

everybody's cards on the table,
negotiations could begin in earnest.

The basic problem js that the
countries of the world are growing
more food than people can buy. As
supply outstrips demand, govern-
ments are forced to step in with
subsidies to prop up their farmers’
fortunes, : :

- The key to success in this Yéar"s

talks, senior officials said, will be a
radical new approach. Instead of
the usual tit-for-tat of trade talks,
the idea this time is to come up with
a common goal. _

. Under this plan, all countries
would agree to cut their agricultyral
production or their subsidy spend-

“ing by a certain pereantage”by‘ a

fixed date,

It would then be up to each coun-
try to decide how to meet the
common target, Each country
would be able to shape its moves to
match its own political problems.

GATT members agreed last fall
to move ahead quickly on agricul-
tural trade rules, but it will still
take time to work out a deal and
then put it into effect.

Still, the recent progress is a

—

N

remarkable change from last year's
pessimism, and Trade Minister
Patricia Carney insists that Canada
made no promises to any of its trad-
ing partners in its efforts to win last
week’s agreement on the truce in
the trade war.

* “There were no trade-offs. We're
not paying for this agreement at the
OECD,"” she said.

Wheat Board Minister Charles
Mayer is optimistic that the truce
and the trade talks will lead to con-
crete imprqvements for Canadian
farmers and for the federal trea-
sury, but neither he nor his Cabinet
colleagues are predicting how soon,

He also sald that for the plan to
succeed, all countries will have to
work together, chopping subsidies
in tandem, arid Canada will not be
spared. *We've never said Canada
is totally innocent in these things,”
he said. -

Agriculture Minister John Wise,

"however, said most Canadian subsi-

dies are a response to moves by
other countries. “We are not the
culprits. We are the victims."'

The Govermment, however, re-
mains silent on possible changes to

OECD truce eases farm-trade talks for Ottawa

major federal programs such a
subsidies for moving grain by ra:

‘and deficiency payments to farmer

when prices are bad.

Ms Camey said the trade tall
these days is still about what princi
ples to pursue rather than the pro
grams that would be needed to put
them into action,

But even the biggest users of
agricultural export subgidies, the
United States and the EC, recognize
they cost too much. *1f you have no
rules, you have chaos,” shesaild. |

The OECD meeting agreed to five
principles: ' <
@ Agricultural policies- should
spond to market prices, -
® Agricultural subsidies should
support farmers rather than farm-
ing, raising income levels rather
than encouraging more production.
@ Countries should freexe and try to
reduce subsidy programs that dis-
tort the world marketplace. '

® Countries should not bring in any"

new restrictions on agricultural
imports.

® All members of the OECD should
implement these basic principles
collectively. :

— veeE. .
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Citicorp’s provnsuon may i‘rlgger
a new debf crisis in Third World

BY JOHN KOHUT
The Globe and Mail

Citicorp’s decision to set aside $3-
billion (U.S.) in loan-loss reserves
— a move that sent a tremor
through ‘$international financial
markets yesterday — is likely to
open a new chapter in the Third
World debt crisis. .

The Citicorp announcement
sparked the second biggest cne-da
dive in the history of the Tokyo
stock market, where the sell-off
focused on banks, securities houses
and insurance. The nervousness
spilled over into the trading of gold,
stocks and European and North
American currencies as analysts
tried to digest the possible repercus-
sions of the Citicorp move. :

By setting aside $3-billion to cov-
er possible bad loans to Third World
countries, Citicorp was for the first

time recognizing that Third World -

debtor nations will never be able to
repay all of their Sl-mllion of debts,
analysts said.

Citicorp shares firmed sharply on
Wall Street as the market welcomed
the move as a step forward for the
bank holding company, the largest
in the -United States. For Third
World debtor nations the outlook
was less certain.

. Analysts said Citicorp would now .

be able to start putting its Third
World debt exposure behind it. In
debt negotiations, Citicorp would be

exposure
Y performing basis, meanalystum.

— AT
: -

~las vu!nerable to threats of any

action that might hurt the bank’s
financial statement.

-"lt’smebeginnlngandthemdof'

the brinkmanship over quarterly

rting” in the United States,

repo
blowing away the old notion that

Western banks should keep provid-’

ing new te Third World na-
tions if for no other reason than to
keep the banks’ debt ona

'll,'hirdWorlddebtthe e has not
been true of U.S. banks. But DOW

Citicorp will be setting re-
serves equivalent to 20 per cent of
'its loan exposure, b it ahead
of Canadian and British , al-

still behind some Westem

and any others who ‘follow suit.
They may find it more difficult to
obtain new bank loans because of a

more widespread belief that loans.
.will not be repaid. Lack of money

could touch off political and eco-
nomic instability in -Third World
countries. And some analysts wor-
ried that, in response,“debtor na-
tions might abandon negotiations
altogether, pushing the debt prob-
lem to a crisis point that would
touch off a major world recession.

Peter Toeman, a senjor
analyst with British stockbrokers

" Phillips and Drew, said British

banks are likely to increase their
reserves against risky debts to
.around the Citicorp level, which will

i ‘be seen as a benchmark.

Britain’s central bank yesterday
issued a statement saying it expect-
ed a continuing increase in the pro-

visions of British_'banks against

" Third World debt.

In Washjngton, U.S. officials were -
quoted as saying the Citicorp move
was positive in that it would add
momentum to the search for solu-
tions other than injections of out.
right cash loans to debtor nations.

But Mr. Toeman said the Citicorp
action carries some dangers for not
only Third World countries, but also
U.S. banks. Pressure is now on oth-

. er U.S. banks to follow Citicorp’s

lead, but some might not have the
capital reserves to do so. ‘It raises
the chances that there will be a
major U.S. bank failure,” Mr.
Toeman said.

Neil Withers, a senior banking
analyst at Richardson Greenshields
of Canada Ltd., said financial mar-
kets appeared to have settled down
somewhat later yesterday, realizing
that the Citicorp decision was pri-

- marily a matter of accounting.

*The world has not changed aver-
night, just the accounting reflecting
the world,” he said of the Citicorp
move

recognizmg the extent of the
debt problem, Citicorp's increase in
loan-loss provisions was probably a
“valuable first step, but it doesn’t
change the world in itself.”
It means a “certain amount of
uncertainty for awhile,” he said. -
Over the longer term, solutions
were more likely to come from

- steps on the part of individual coun-

tries to improve their economies as
well as measures such as translat-
lng Third World debt into eqmty. he

Analysts said a first test of the
impact of Citicorp's new strategy
might be seen in the reactions of
Brazil, which in February suspend-

ed interest payments on $68-billion_

of bank loans.




" US set to.

BY LOUISE KEHOE N SAN FRANEISEQ

PROPOSALS reportedly belng
drawn ur by the Jspanese fof,
a new interpational “semicon-
ductor’ trade agreement wonld
meet strong resistanceg In the
US, officialy spld !eltcrdny.
US industry and government
officlals nres,us. however, that
Japan had not tahled the pro-
posals |p Washington, either
officlally or unofclally, = |
They n{? that the reparted
proposals for a global chip
trade sgroemepy. based upon
floor prices: apd quotys
amounted to |ittle more than
ls ex%anslop‘, ol the pt;allllolg
adopted by Japanese afficipla
In talks which led 10 Jast

September's - gemiconducior
sgroement bejwgen the “twg
countries. . :

The ‘' Semiconductoy “Industry’
Association, an Influential trade
group that has represepted VU§
chipmakers throughout (he cyr-
.rent trade dispyte, stressed that
It has always heen and remains
strongly oppased to industry-
wide floor prices or any quantl-
tajive restrictions upon seml.
conductor -trade. Any such
arrangement would be )isrmflul

9 s¢wmlconduciar buyer 0
1A fmlntqlnl.‘ !'? Yere, e
US trade ofiglalg consisteptly

yejected Japancse offers 1q Im-

pase price floorq and regulstq
rodyction * ”nrpuzlhout Jost
ear’'s negotiations. Instesd, the

S Insisted upon “fair market
a company .

value " pricipg on
by cqmpapy basig which s in-
tended to ensure that efclen
producery
pdvantage.

any internptlopa) semiconductor
trade agreempnt are unllkely to
be entertained uptil tho current
dispute over Implementajlon of
ho “blisters) ' pact 13 settled.
st month President Reagan
mposed $300m [n tariffs “on
mﬁged logd% S rad
' an apancse  (rade
oficials are scheduled (o meet
In Waghingtan pext. week 1o
“oxchange dsla": on Japancse
memory ' chip’ experts and
rices. The Japanese boge that
fbeu talks ‘will lead to the

ng of the tariffs, but tiie US: ducers in proposals for
! national trade pact has
apan’s apparent intention to. mixed reactions in the

appears to be in no hurry.

mplntala - § market.
In Wllhlnﬁld‘ ,"propoul‘ idt .

JAPAN 18 (0 present the VS
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irts aye winn
fng share of th
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AP-DJ reports from Tokyo.’
It will Introduce .the data
al bilaters] falks |n Washing-
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ng 8 grow-
0’ Japances.
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Lft. East Aslan semliconductor pro- “an ugl:

l‘? ipter.
rought
us. I

Include European snd South- ls, said industry trade esperts,

L\

\

™ vy — oy

hat has pever been
"":f,‘l’“ ,lo' ',:'l. .:“9. ?'Ww
e'su u
ralse the "fnte.regwu es:lbl-
lity of discussions on high tech-
nology trade at the next GATT
round, it seems unlikely that
the US .would hava much to
galn from ¢n interpational semi-
co;tdductqr ‘tradg . pact, ‘qficlals
ng, - - . '

he proposals qre most llkely
lnl";nd& tgo :x!obe. Eutopux:k.nd
US sttitudes on .fhé lssue of
regulating interndtipnsl ‘ semi-

copductor trade, & close
observer qf the trade dispute
suggested. . .

fnitial reactions *from the
semiconductor indusiry were not
enthusiastic,

resist Tokyo plans for global chip

The US industry would also
2; opg:'n;i t'; bcllt“l Included In
enltoring sysicm.
.WKI'O ft I 'rcl&uu‘w.¥ they
say, {9 {mpse prica moanitoring
upon Japaness' companios that
have & history of dumpling, ft Ig
not ressonasble to Impose guch
burdens -upon US or other
- forglgn cp,mfcnlu that have not
- beep torn t? have dumped
- chipy helaw {3(r yaluo.
U8 .lndustry: ‘officlpls ; also
. oxpressed cancern thet It might
* takg #'long'tima tq hammer out
a‘u - Ipternptiona) . agreement.
hey. - fear that- auch negotia-
-+ tlons :cou!d deley Drosreqs in
{mplementing ", "the " surrent
, bilageral phct”, -

UG Industry: exculives .are
hecoming increasingly optimls-
tic that the -exiating bilstersl

+ pact o4 be made 1o work. They
. acknowledgo that dumping by
i Jopanesy ‘producers in third
L couniry markels has virtually
ceased’ and some report @
significant (ncresse in orders
from Japan. .

Both gaverdment dnd industry
execullves reject suggestions
that Jqu might cance] the
bilatersl . trade ' agreement |f
proposals far an. International
agreement were rejected.  Any
such actlon would be sure to
meet with strong Congregsiona!
relafiation ‘agalnst Japan, they
suggest.

The US-Japapesa-

trade pact was, they point, out,

a responss {0 two specific trade
problems: | Japanese dumping
and the apparent refusal pf
Japaness companies to purchase
foreign chips. Nelther problem
exists in any other chip-produc-
Ing country.
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Clticorp’s respocse to problem foreign loans (s likely to make
thie third warld debt crisis even rhore difficult and acrimenious. The
3 decision to treat $3 billion of loans as a2l but uncollect-

company’

memmuumappmmmmoumm-
providing new . [Page Al.] With the actior, John- S, Reed,
Cmccrp'sdum stepped out of the shadow of his predeces-

Companies .
Robert Holmmees & Court coatrols &4 of Texaca, he told
the S.E.C. The disclosure ended weeks of rumors that the Australian

industtialist was accumulating Texaco stock and touched off specu-

lation that a rezl taksover battle was hrewing for the company,
. Mmﬂyﬁhﬂforbumupwywmmd-nmse
legal]udgmmtithubeenordennpaympe:mu‘lw'emm
uncoafirmed rumors on Wall Street that Sir James Goldsmith, the
British financier, was buying Texaco shares. {DL.]
. The founder of Crary Eddie joinsd the Bairberg family of
Canada in zn offer of $187 million to take the compeny private.
Eddie Antar and his are offering $7 a share {or the compa-
ny'smck.wh!dxmpﬂeadntlmummmuyouzredm
1884, In November Mr. Antar scid 30 percent of his stake inn the com-
panyandraipedtnhmnryuchum(m.l .

Beatrics will spin off some of its operatioes to the public,
keeptng!tsbmndedfoodscompmypﬂva&.ﬂwmwbucmpn-
ny, to be named E-II Holdmgslnc..wmbehudedbyncmld?.
Kelly, who took the company private last year. {D1.]

The stock. of Rolls-Roycs soared oa its first day of trading on
London's stock exchange. The British et engine maker's were
nhndnmrlyﬁ.ﬂbﬂﬂmbyxheendo!mdm&mpandﬂm
thg::.:ﬂbunmmjcepuwdonmemhnmcmh. [DL.}

mcwamwoaumwof
ﬂﬁlshare.mmmofsomu.chrys}er’sotferhformu
permtotmcmmawmmtheldbynmu&mel?m
aummker.mchhualrudymd:edmagnem:mmnenmq

The Government has reached an agreement with A.T.AT. that
mldpermitmuhtedw!ephmearﬂmmbidmmammm
modernize the Government's telephane system. In return, ATk T.
will drop a compiaint it filed last week. [D4] .~ .

MAY
MAN

21 1987

Markets

The stock market continued its nérvous siide even thoug:
money-center banks did fairty well. The Dow Jones industrial aver
age closed at 2,215.87, off 5.41 points, its fourth straight decline, The
Dow started out as if it would lose considerably more ground, tw
many of its component stocks rallied before slipping again late in
the afternoon. Losses were widespread on the Big Board as volume
rose rose sharply 2s 208.8 million shares. [D1.} :

Treasury boad prices rose slightly, while corporate and 3
mptuamcmdmedmded!nemds;venlhrgeﬂmndng‘wge
postponed, Dealers said the overriding consideration was the ab-
sence dgt:g m%dmmﬁ for long-term bonds. {D17,]
Certifica deposit general rise in yields for intsrest.
mmmummmmﬁl

The dollar moved
rencies, bolstered
nical factors. Goid feil anounce, to $472. [D18.]

Cattie futares prices declined sharply and analysts
bhmmmpmmwammmdmeNnﬂquum
of Sciences about pesticides in food, including beef., [D18.]

"Today’s Columns

The recent deal between Allegis and Boeing has added a new di-
mension to the arrangements that have entwined aircraft manufac-
turery and airlines in recent years. Talking Deals. [D2.] .

The stock mutwal fund feil 11.41 perceat Monday, but Fl-
delity Magellan’s drop was a routine distribution. However{holders
did not know when it would come. Market Place. [D10.)
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Third World Debt
A Pressing Issue

By JANET PORTER

. Journal of Commerce Statt

LONDON — The agenda for
the economic summit in Venice
next month may have to be re-
written as world leaders assess
the full implications of Citi-
corp’s decision to add $3 billion
to its loan loss reserves.

Citicorp's huge write-down is
a sharp reminder that Third
World debt problems, while

largely out of the headlines in

recent months, have not gone
away.

Brazil, the world’s biggest
sovereign borrower with total
debt of $104 billion, forced the
matter back to the negotiating
table earlier this year when it
suspended interest rate repay-
ments on a large chunk of its
foreign debt.

However, London banking an-
alysts are concerned the entire
Third World debt situation could
deteriorate if the U.S. economy

THE VENICE
SUMMIT

and US. imports start to fall.
Between 1982 and 1984, the Unit-
ed States imported 95% of the
increased output from Latin
America.

Should the United States start
to buy less from debtor coun-
tries as a weak dollar reduces
import demand and as protec-
tionist pressures in Washington
intensify, then the sovereign
debt crisis could move back to
the top of the league of world
economic trouble spots, London
bapkers warn. :

Leaders of the seven biggest
Western economies attending
next month’s summit will al-
most certainly have to move the
issue of Third World debt higher
up the agenda, says Julian Rob-

slows, interest rates rise further SEE THIRD, PAGE 14A

Third World Debt
Pressing Summit Issue

CONTINUED FROM PAGE 1A -

ins, banking analyst at the securi-
ties firm Kleinwort Grieveson.

Ken Murray, banking analyst at
Greenwell Montagu, agrees that
the Citicorp move has brought the

.LDC debt crisis right back to the

- fore and says it is hard to see how

the politicians could avoid discuss-
ing it. -

In many respects, Citicorp's ac-
tion is welcomed in London bank-
ing circles, as it seems bound to
force a greater degree oftranspar-

ency among other banks in their -

financial reporting procedures,

The action “really reflects the
philosophy of John Reed (Citicorp
chairman), who has been saying for
a long time that he wants to make
Citicorp’s balance sheet bulletproof
against further scares in the fu-
ture,” Mr. Robins surmises.

But while other U.S. banks may
feel bound to take a similar plunge
and make all their loan provisions
in one go, British banks are likely
to resist such a drastic step and try
instead to spread adjustments over
two or three years.

EXT 93¢/mIL.
7“"-2!—025.504.

.Should London's four big clear-
ing banks write down an additional
21% of loans to the seven biggest
debtor countries as Citicorp has
done, then .this would add up to
£600 million, or 138% of expected
1987 pretax profits for Midland, ac-
cording to estimates from Mid-
land’s own securities firm, Green-
well Montagu. Midland bhas
outstanding loans to Brazil of $1.4
billion and a total exposure to the
14 most heavily indebted countries
of £4.7 billion.

The British bank with the big-
gest overall exposure in Latin
America is Lloyds, with cross-bor-
der assets in Brazil amounting to
2.6% of total assets. Greenwell
Montagu calculates that provisions
equivalent to those made by Citi-
corp would amount to 75% of
Lloyds’ pretax profits.

_ Britain’s two biggest banks, Na-
tional Westminster and Barclays,
are in a far stronger position with

.a much smaller proportion of out-

standing advances to LDC coun-
tries.

jt
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'Dark Cloud of Acrimony

Over World Debt Crisis

. By ERICN. BERG

" The declsion by Clticorp, the nation’s
largest banking company, to treat $3
billion of Its forelgn loansg as all but un.
collectible will probably make the third
world debt crisis even more difficult
and acrimonlous.

New lending to debtor
countries will probably
fall, debt reschedulings
will become more painful,
calls for a governmental solution to the
debt problem will grow louder and a
divided banking community will be-
come even more fragmented.

In short, experts on the debt crisis
said yesterday, the approach that has
long been used to deal with the problem
— the banks acting in unison to revise
the terms of old Joans while providing
new money — will be badly under-
mined. What Citicorp has done, they
sald, will probably force an entirely
new approach to the debt crisis,

Future Loan ConiiIUons

News
Analysls

' :"ll there 13 additional lending, It will

be. on much tougher terms,” sald
Stuart Greenbaum, a banking profes-
sor at Northwestern University's Kel-
logg School. In Latin America, govern-
ment officials and debt specialists exs
pect future debt talks to be much rockl-
er. [Page46.] ‘

The biggest casualty of Citicorp’s
move, accprding to analysts, will be
new lendigg, which lies at the heart of
the plan by Treasury Secretary James
A, Baker_3d to deal with the third
world’s debt burden The reason: If
Clticorp, in as good a position as any-
one to assess the climate for lending,
says It does not expect $3 billion of its
forelgn loans to be repald, other banks
will be loath to place their own capital
at risk,

Making matters worse, Citlcorp has

also said It wlll seek to reduce its loan
exposure in the developing world dur-
ing the next two years by selling some
of Its loans and engaging In so-called
debt-for-equity swaps.

"You can’t be building reserves on
your old loans while at the same time
making new loans,” said George M.
Salem, the senlor banking analyst at
the Donaldson, Lufkin & Jenrette Se-
curities Corporation. "The ability of
the banks to extend new credit has
been dealt a blow."

The tenor of future debt-reschedul-
ing talks could turn decldedly nastier.
A few analysts asserted yesterday that
Citicorp's bargaining position had been
weakened as a result of Its action. Ac-
cording to their line of thinking, now
that Citicorp has taken a ""hit"’ against
earnings to account for its probiem for-
elgn loans — and i, as expected, other
blg banks follow sult — the ‘debtor
countries will respond by seeking debt
forgiveness, arguing. that the loans
could be forgotten without any further
impact on the banks’ profits.

The prevalent view among debt ex-

perts, however, Is the opposite. Having
taken its lumps, most of these people
argued, Clticorp i3 in a better position
than ever to be patient in future debt
talks. Other banks that build loss re-
serves for their foreign loans will be
simllarly able to take a hard-line ap-
proach. And If, as many experts sug-
gest, the debtor countries view Citi-

Continued on Page D6, Column |

{Acnmony Uver World Debt |

'ﬁ«n-:-.pm- Senerpy """'i“ 4 0
- Biggost Lafidors ‘=,

" Continued From Page 1, Sectlon 1
brp'n move as a direct assault on thelr
treditworthiness, the result could be
‘heated negotiations. .
. "It Is a new era for the debt," said
+Christine Bindert, a former econo-'
sgmlst at the International Monetary!
‘Fund who Is now senior vice presi-
Adent at Shearson Lehman Brothers
R Inc. “This Is the first time that a bank '
phas recognized that the debt is not a
liquidity problem but a basic struc-,
Qtural problem. We are finally ad-
“-dressing the real issue after five
, *years of muddling through.”

:’ 2 Cltlcorp Messages Noled

*+ Political ramifications are also ex-
¢ pected. At Colgate University, Robert
y Rothsteln, director of the Program in
International Relations, said Citicorp .
* was trying to send two messages.
One, aimed at the developing coun-
tries, |3 that the bank is no longer witl-
y ing to abide by the status quo of for-
| .ever restructuring debts so as to
i allow other, weaker banks to continue
* reporting profits. The other message,
- aimed at the governments of the com-
mercial banks’ natlons, the Interna-
“tional Monetary Fund, the World
‘Bank and other international lending,
agencies, 1 that Citicorp expects in-
. creased public participation in return’
for the sacrifice It 1s making. .
* As a result of Its decision to add $3
billlon to its loait-loss reserve, Citls
corp will suffer a $2.5 billion Joss In
the second quarter, the second-larg-
est deficit ever for a United States
corporation. Mr. Reed, Cilicorp’s
chairman, sald the move would cost
its sharcholders “a year's worth of
earnings.”

“They have sald they have gone as
faras can,” Professor Rothstein
sald, ""and that somebody else has got
to do something or there will be a sub-
stantial crisis. It Is a major step to-

*‘To Daveloplng s/
“Natlong . -
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» rparpptinises; the loans ae §*
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ward an outright demand for political

intervention.”

But even {f additional public money;
lied to the debt crisis, participa-!

lsa
tion by the commercial banks will
still be necessary. That, in turn, will

require more of the cooperatlon that
has allowed American banks at least!
to work together in so-called Joan ad-
visory committees so as to continu-
?Ily restructure maturing third world
oans.
But lately that atmosphere has
n eroding as more and more
banks, particularly regionai banks In,
the United States, have concluded
that the debt crisis 1s showing no,
signs of Improvement. For some’
time, morcover, debt experts have
spoken of a rift between United States
banks and the major lenders of Eu-
‘rope and Japan, which long ago estab-
;Ished large reserves for their foreign
iloans.
i With Citicorp's action, the collegial-
jlty among the largest United States’
banks could very well fall apart. For
lone thing, Citicorp acted on its own,
+without consulting any of the other
ibig banks on the advisory commit-

" tees, Bul more important, by building

its reserve, Citicorp has pldced im-
mediate pressure on other institu.|
itions to bolster their own reserves.
iYet weaker Institutions such as,
:Manufacturers Hanover, the Bank of'
‘America and some banks In Texas
|are not in a position to take such a,
move.

i The resulting resentment toward,

, Cltlcorﬂ. along with an unwillingness!'
r

to work side-by-side with the giant
bank in future debt negotiations,
could run deep.

At a minimum, debt experts say,.
negotiatiogs will be hobbied by the
friction tffat will undoubtedly exist
henceforth between Citicorp and its
rivals.

“To an important extent, Citicorp
has done what Is good for it,” said Ste-
phen Berman, the banking anatyst at,
the Wall Street firm of County Securi-
ties Inc. 1t wiil erode the collegiality
somewhat."”

Rudiger Dornbusch, the Ford Inter-
national Professor of Economics at
the Massachusetts Institute of Tech-
nology, added, **The more you have
episodes like this, the harder It is to
keep the cartel of banks together."
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CONTINUED FROM PAGE 1A

sive” in reducing the bank’s Latin

American exposure through selling
loans in secondary markets and
charging off some of its loans, he
said. “As a result, I don't expect
any large change for us,” he added.

The bank's total exposure

in

Latin America is $60 million, he

said.
By the end

of 1986, San Fran-

cisco’s Bank of America had set .
aside $752 million in reserves on a
foreign loan portfolio of $20.894 bil-
lion. Those reserves would cover
36% of the outstanding debt. The
San Francisco bank’s total loan re-

serves were $2.172 billion
year-end.

at

At the end of the year, the bank -
had $3.967 billion in loans listed as

non-accrual or “problem” loans.

I

d a debt moratorium,

. declare

senior

year.

t up their

d reduced

US. banks have buil

. son to increase its

id H. Dorminey,

Davi
vice president and manager 0

loan loss reserves an

Bank of America said in a pre-

pared statement that it saw no rea-

loan loss re-

serves, calling Its reserves

appropriate for the asset mix"
that it holds.

.“Bank of America has gone
through the same kind of pain in
the last two years as Citibank is
going through now,” a Bank of
America spokesman said.

Manufacturers Hanover Trust
Co: said it would not immediately
follow_Citicorp’s example at this
time although it said it was review-
ing its position regarding loan loss
reserves, Knight-Ridder Financial
reported. -

Lawrence Cohn, banking analyst
at Merrill Lynch & Co. in New
York, said in a statement that he
predicts all multinational banks
probably will follow Citicorp in ad-

f
'S

f other

. banks to re-evaluate their posi-

k in

increased
those that
their re-

their loan loss reserves in light
“fairly aggres-

1 division of
SEE BANK MOVE, PAGE 14A

n will re-evaluate
he said. But the

N.C, said Citico

” While some banks have
he said.
First Unio

First Union National Ban
its position,

the internationa
Charlotte,

move “will cause a lot
tions

already substantially

of the debt problem,
have not may add to
serves,

bank has been

de-

Shear-

lening
son/Lehman Brothers Inc., said. .

countries. By increasing re-
, a sen-

rp is sitting on a war
’s large loan loss re-
its hand in

rge debtors,

banks are likely to be
chest,” Christine Bindert

Citicorp
serves will fortify

“Citico
said. Brazil suspended interest

payments on its debt to com-

notably with Brazil, Ms. Bindert
mercial cr

less vulnerable if a borrower

faults.
jor vice president at

negotiating with la

their exposure in less deve

serves,

editors on Feb. 20. Of-

ding to their reserves this year,
although not necessarily in this

quarter.
Linda Fluegge, a bank industry
analyst at Merrill Lynch and assis-

tant to Mr. Cohn, said the “banks
are basically facing the reality that
the countries will never pay off
their debts.” Citicorp is saying it'll
take the loss now and go on with
normal business, she said.

As reported, Citicorp’s move to
set aside more money to cover pos-
sible bad loans will mean a §2.5
billion loss for it in the second
quarter and a $1 billion loss for all
of 1987,

Citicorp's shares rose in trading
Wednesday, and Standard & Poor’s
Corp. confirmed Citicorp's debt
rating after the announcement late
Tuesday.

Citicorp’s Mr. Reed said in his

Industry to Study Debt Problems

announcement on Tuesday that the
bank delivered letters explaining
its decision to President Miguel de
La Madrid of Mexico and the presi-
dents of Brazil, Argentina, and the
Philippines.

Mexican officials in Mexico City
could not be reached Wednesday to
confirm receipt of the letter or to
comment on its contents.

Although Citicorp said it plans
to continue lending to developing
nations, international bankers in
Mexico City said Citicorp’s move
increased its bargaining power in

. dealing with Brazil and, eventually,

Mexico. Citicorp leads the world’s
banks in exposure in both Mexico
and Brazil. )
The next round of Mexican debt
negotiations is expected to start as
soon as Mexico's next president

sb

—

takes office in December 1988.

*Whoever the new president is, we
expect him to demand a new debt
arrangement,” said a diplomat at
an embassy in Mexico City that has
been closely involved in Mexico's
debt talks.

Even before Mexican officials
concluded the country's latest debt
restructuring pact last month, they
stressed that they saw the deal as a
“provisional” agreement that
would keep Mexico financially
afloat until more definitive debt
arrangements are made in a year
or two.

“This will make it harder for the
Brazils and the Mexicos to get
more money out of the banks in the
future,” a Mexico-based foreign
banker said.
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+ Japan’s Frontier at Venice

By John Stremlau

At next month’s economic summit
conference in Venice, Japan will pro-
an unusual effort in intema-
tional scientific research and cooper-
ation. The focus will be on the life sci-
ences, particularly molecular biology
and genetic engineering, that are ex,
pected to produce the most revoly’
tionary technological breakthroughs
©of the 21st century. The proposal,
called the Human Frontier Sclence
Program, is envisioned to last at least
20 years and cost more than $6 billion.

Two goals lay behind the inijtiative.
First, the Japanese want to
strengthen their basic research capa-
bilities in areas they deem critical to
their future prosperity and in which
they lag behind America and Europe.
The second goal, more political, re-
flécts a growing belief in Japan in the
need to counter criticism that Japan
has benefited from others' scientific
and technological discoveries but has
contributed little in return.

Initial Western reactions have been
mixed. Some consider it another
thinly veiled effort by Japan Inc. to
gain technologica! dominance of the

John Stremlau directs a project on
sclence and technology in interna-.
tional affairs for the Kennedy School
of Government, Harvard University.

future, world economy. Others see it
as an ‘jndication of Tokyo's willing-
ness to assume greater international
responsibility. The Japanese are
divided. At issue in the debate Is
Japan's changing international role
and long-term national interests.

A current plan calls for Prime

Minister Yasuhiro Nakasone infor-.

mally to outline the proposal at Ven-
ice and to call for a one-year feasibil-
ity study by an international team of
scientists and engineers, for which
his Government has earmarked $2
million. Domestically, this approach
neither satisfies those clamoring for
major new . research- elop-
ment investments for industry or
those who feel Japan must play a

more decisive, creative role in solv-

ing world problems.

Several steps need to be taken if the
program’s potential benefits and con-
flicts are to be adequately assessed.

Tokyo needs to show stronger intel-
lectual and political leadership in or-
der to inspire its Venice partners. The
summit partners should welcome the
proposal with sufficient enthusiasm
to insure that it does not fall victim to
a leadership s before Mr.
Nakasone leaves office ih October.

The feasibility study should not be
entrusted just to scientists and engl-
neers, however : distinguished.
Achievements in the biological scl-
ences over the next 20 years could

transform global markets in agricul-
ture, world health, air quality and the
materials used to transform our envi-
ronment — not to mention our con-
ceptions of the origins and nature of

life. Interpreting and managing the :

implications of these changes must,
from the outset, engage statesmen,
philosophers and theologians.

The participants at Venlce should
heed the advice of Dr. Joshua Leder-
berg, a Nobel laureate in physiology
and medicine, who was invited to
Japan to comment on the proposal.
He said, “A more generous attention
to the urgent problems of the less-de-
veloped countries Is an absolute’
prerequisite to the maintenance of-
peace to the next century.”

A commitment must be made at,
Venice to insure that the program!
does not become, or become per-
ceived as, one by rich countries to
deal with the problems and goals of
rich countries. An early, explicit link-
age of advanced blological research
to the solution of problems of tropical
diseases, deforestation, overpopula-
tion and hunger is essential. The pm—|
gram should include a generous al-:
lowance for the training of young:
sclentists from the developing world. *

To do less would only fuel suspi-
cions of Japanese intentions and limit
the contributions that biological sci-
ence and technology can mak® to!

peace, prosperity and equity. Qi




By LARRY ROHTER

Spectal to The New York Times

MEXICO CITY, May 20 — Govern-
ez ofTicials, bankers and diplomats
acrwss Latin America said today that
Citewrp’s decision to add $3 billion to
fts eserves as' protection agalnst
west loans was certain to complicate’
the rocess of obtaining the new
monrv that Latin American debtors
wil soon require,

*“nis definitely does send a mes-
sags 0 high-debt countries in the
third world that the next time around,
the megotiations are going to be even
taugoer,” said one diplomat here who
specalizes in economic  affalrs.;
“Gmm the difficulty of the last round,
thar ‘s really saying something.”’

Tre potential consequences of the:
Curarp action were seen as most’
servus for Brazil and Mexico, the two
lerpst debtors In Latin America and
the 'wo countries in the.sifgion where
the Yank‘s exposure Is greatest. Of
Citeerp's third worid loan portfolio of :
$14 billion, $4.6 blllion is in Brazli
anc £28 billion in Mexico, making
Citrorp the largest bank lender In
bot countries.

Menage for Big Countries

‘st of us have already glven up

‘on saces like Bolivia and Central'
Anwrica,’” said one non-Latin banker
her. ““This tells the big countries that

besks may no longer be reluctant to
ummue specific reservations against

Tye Citlcorp announcement singled
oart w0 speclfic country. But the Initlal
rreaction In Brazil, whose $108
foreign debt is the largest in
the developing world, recognized that
the measure was almed In large part
at oe Government of Pregident José
Sarwy, which has already been crip-
pimd by hyperinflation, political
sqabbling and Its February decision-
to sspend interest payments,
Tiis suspension was seen as In.
cremsing Brazil's leverage In rene-
its Joans at favorabie Inter-
ost rates. But Citicorp's action in ef-
fact shows that |t already regards at
‘et some of these loans as a lost
camm and increases the bank's bar-

Saining power.

front page of the Rio de Janeiro news-

aper Jornal do Brasil read, 'Citi-
,gank Announces Losses With Brazil.
The principal newspaper In Séo
: Paulo, the country's financial capital,
warned that ‘'Citicorp is going to re-
cover the debt in court,” although the
bank’'s announcement contained no
such threat.

In a stateme=: Issued in Brasilla
Tuesday night after a meetlnﬁ with a
Citicorp representative, inance
Minister Lufz Carlos Bresser Pereira
sald the bank’'s actlon "in no way al-
ters Brazii's policy in relation to the
foreign debt’’ and would ‘‘not affect
Brazil's relationship with Chiibank.”

It is “in the interest of Brazil that
the international financial system be
maintained solid so that it can better
carry out iis role,”” Mr. Bresser
Pereira added. Citicorp’s action *‘is
in line with the tendency of other
banks, which are already reinforcing
their financial position by bhuilding up
reserves,” he concluded.

No Comment From MexIco

The Mexican Government, in con-.

trast, had no immediate official com-
ment on the action. Mexico, whose

foreign debt 1s $100 billion, signed a

new agreement in March for a $7.7
billion loan, which Mexican officlals

- said this week would be held in re-

) beadline this morning on lhc:

P,

VI' ougher Obstacles Seen in New Latin Borrowing

serve for several months so as not to
overheat the nation's economy,

A Mexican official said in an inter-
view this week that he did not cxpect
Mexico lo seek additional bank fi-
nancing unt)i late 1988 or eariy 1989.

There were some predictions here

‘that Mexico might even benefit from

the Citicorp action in the short:run,
especially if the value of Mexican
loans in the secondary paper markel,
now in the range of 55 to 60 cents on
thedollar, were to fall further.

*)f actlvity in the secondary mar-
ket increascs substantially, his could
actually be a big opportunity for Mex-

ico,”” a foreign banker here said. “If

the banks aump aeot aL u uiscuun,
Mexico could tap some of the $11 bil-
lion in its reserves and accelerate the
purchase of 11s own paper.”

Other third world debtors have
fewer options, several analysts said.

Other Debtors May Sulfer

*“This Is going to hurt the mid-size
myers, like Colombia, that have
n acting responsibly,” one foreign
banker here said. Aliuding to the na-
tions that are sometimes character-
ized as ''less developed countries,’ he
added, *This action taints the whole
L.D.C. portfolio of banks and works
against those who still had a real
chance of geiting money on a volun.
tary basis."
In Manila a Citibank official
scemed to confirm that analysis

WIHCIE 06 DU LI 3IIv S Tt nagge we veew

Philippines in ncw taiks m\g’ﬁt not be
as strong as that of other debtors be-
cause jts “’debt is not large enough.'*

Deb\ specialists aiso predicted that
several other American and Euro-
pean banks with large Latin Amer-
ican exposure would eventuaily fol-
tow the cxample of Citicorp.

“In three years we are going to see
a siluation in which the banks wili

have reinforced their capital bases,"

but the debtor couniries syl wiil not
have cleaned up their economics,”
said Rogelio Ramirez de la O, an
economist here,

A South American banker said of
the Cltibank decision that *this is
something that takes months and
months to plan, not an action you take
overnight.”’
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Handlmg the debts

The world is beglnnlng to shed' : l.ast month Canada's Stand-

its pretenses about international
debt, a process that carries its
own dangexs. but the dangers of
illusion are surely greater. . -
‘More western banks are be-
ginning to write off portions of .
their loans to developing coun-

tries, but the write-offs remain -

ssentially “in-house."’

take the form of loan-loss provi-
sipns against the possibility — or
certainty — of loan defaults.

This is simply prudent in the’

face of general knowledge that
Third World loans are worth on
average only 60 to €5 cents on the
dollar (the range is much great-
ef, depending on the country).
Establishing realistic loan-loss
provisions is good for the banks
over the long run, but there’s a
rihger — loan loss provisions do
not provide direct relief to debt-
or nations until the pmvisions
are used.

+The full value of most Third
World debt remains on the
books. Banks are preparing for
the day when these debts will be
formally discounted, but how
will it be done, and who will
make the first move? When it s
done, what effect will it have on
future lending to developing
nations? Commercial banks are
not philanthropic organizations.
With the pretenses about Third
World debt fading, can a rela-
tionship survive?

"Citicorp of New York an-
nounced this week that it was
settmg aside $3-billion (U.S.) as
insurance against bad Third
World loans. This amounts to 20

per cent of Citicorp's exposure to'

troubled debtor countries. Other

American banks are building

their equity bases as a line of
. defence against loan default.

In June, 1984, Canada’s In-
spector-General of Banks re-
quired Canadian banks to estab-
lish reserves of 10 to 15 per cent
against loans to 32 countries by ..
Oct. 31, 1986. That requirement
was raised last year to 18 to 20
per cent by 1389, Citicorp’s move

"ing Senate Committee on For-,
eign Affairs published a thought-’
ful study on the debt problem of
. developing countries. It lnted
out that Canadian ba
troubled, not only by Thnrd _
“World loam but by domestic

, in energy and agricul-
ture. “Indeed, write-downs or
specific provisioning by Cana-
dian banks in these sectors in
" 1986 have exceeded general
provisions taken on their (Third
World) loans.’” We are confront-
ing domestic financial problems
much more forthrightly than we
are those with developing coun-
-tries. Loan loss provisions aside,
we have barely begun to re-es-
tablish a sensible economic envi-
ronment with Third World debt-
ors.

The Senate committee says
“the Canadian government
should modify the regulations
governing the tax treatment of
reserves in Canadian banks to
permit the full costs to be treat-
ed as business expenses until the
‘Third World debt problem has
assumed manageable propor-
tions.” No one favors a bail-out
of bank shareholders, but busi-
ness losses are generaily deduct-
ible in Canada, and this recom-
mendation accompanies the
committee’'s support for even
higher loan loss requirements
and effective write-downs.

- In any case, bank sharehold-
ers are bearing the consequenc-
es of weak loan portfolios. Alfred
Bunting and Co. Ltd. estimates
the price (of shares) to earnings
.ratio of Canadian banks will be
8.9 in 1887, compared with 16.2
for the Toronto Stock Exchange

‘300 index as a whole. Loan loss

provisions eat directly into bank
profits, and the profits that
remaln are partially discounted
by the market.

. As commercial banks with-
draw fitfully from the interna-
tional debt morass, it is appar-
ent that government support for
Third World economic develop-
ment will have to take up much

will probably stiffen the require- of the slack. Another issue for a
ment in Canada even more. day very soon upon us.
m—tr—
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" u.s. dollar. 'me next

La aebe

Fon a ttmq It Jooked as though al
rare conjuring trick had been
rformed at the Paris Group of
ix meeting. No'need for rabbits
to come out of hats, When finance
‘ministers. said currencies ‘should "
-be stable, bingo, they were, ..
Then, the principals started,
talking abous, how clever they had '
been and disaareelng among
themselves,

- U.5. Treasury Secretary Jamw
.Baker sald on British televigion on :

.Monday that, contrany.to what: ¢

-everyone thought. Washington had
no specific target: level for the '
Federal
‘ Reserve - Board an "Paul’
- Volcker said the dollar had fallen
.enough and should not be allowed

“todecline more.

One forelgn exchange trader
, wryly described these contradicto-

ry.siatements as “Mutt and Jel-
ling ** If nothing else,,they served:
tto break the_spell that had been-
cast on the markets by last,
- month’s Paris parley. . i
"+ In three subsequent days trad-
‘ing this week, assorted central

banks in Washlngton. ‘Tokyo,. -

London and Bonn have been
_buying U.S. dollars and selling .
en at a furious rate but have still
{een able to do ljttle to bolster the

. dollar.
The weakness of the whole G-6

. accord was that It depended on the

" rather dubjous proposition that, as

. of Feb. 22, when the United States.

. Japan, ‘West Germany, France,

Britain and Canada met in Paris,
the major currencies had attained
some magical equilibrium that
made economic sense. Freeze this
moment in time, said the finance
ministers, and we will provide
‘both a carrot and a stick to ensure
that the all-impartant trio of cur-
rencles —-the U.S. doliar, :Japa-
nese yen and West German mark
-—justlty their present values,

‘ The carrot came in the form of

.. commonly agreed palicy changes;

fresh stimulus for the slow-mov-
ing Japanese and “West German
economies, deflationary budget
cuts in the Unlted States, and fre.
er trade policies all round. The
stick was the secretive threat that

central ‘' banks would intervene

massively to head off a further
runon the U.S. dollar.

The stick, however, has never
looked like working without the
carrot. Speculators simply have
more money to throw around than

‘ central banks. And the promise ol
+ ,co-operative policles has been

-looklng more unpromlslng by the
. week.

To judge from recent ﬂgunas,'
"the U.S. trade and payments defi-

‘cit is in no better shape. Western

Europe and Japan have econo.

‘mies that are 8 owln? down, mot
.speeding up., Special measures

;such as Japan's tax reform pro- -
"~ ,gram seem designed to hit con-

.sumption and’ encourage savings,

the opposite of what should hap-

‘pen. And Tokyo and Washin, _g
are intensifying their ding

.battle over trade and managed to

‘widen it to include investment
~when the Reagan Administration
"forced Fujitsu Ltd. of Japan to

~drop plans to buy Fairchlld Semi-'

:conductor Corp.

. This chain of events has left
‘Washington, in the person of Trea-
/sury Secretary Baker, mutteri
about the dollar having no fix
‘rate and perhaps needing to de-
preciate further as a substitute for
‘a lack.of co-operative action by
‘Japan and West Germany.

- Which is just the kind of dark

thought that the G- meeting in -

the City of Light was supposed to
have laid to rest.

Mr. Baker is not alone in his

‘mutterings. Economists at the
‘Brookings Institution in Washing-

ton have pointed out that $40-bil.

lion (U.S.) worth of dollars were

Scooped up by central banks last
year to enable the United States to

—

balance its books Private capltal
flows were not nearly enough, And

this implies that the dollar has

been kept artificially high. .
Another expert. in the field,
Rimmer de Vries, senior vice-
president at Morgan Guaranty
Trust Co. in New York, .told a

" Senate committee hearing that if
the Paris accord held and current

exchange rates prevalled, there
was little chance of the U.,S. trade

annually for the rest of this de-

" cade,

-deficit falling below $100-billlan ;-

In Paris. the six countﬂes .
“to co-operate clasely . o’

|
‘foster stabllity of exchange rates’
- around current leveis.” "

Let us hope they do not succeed, "

says Mr. de Vries, because what is -
needed Is something - altogether

ditferent from the status quo,

“With world economic growth -
stumbling ang developl country '

debt financing once again pn the
boil, complacency is not in order,

To stabilize the dollar too long at -
E:&ent levels risks higher U,S. "
t

erest rates, a U.S. recession
and renewed world deflation.”

By his estimate, there has to be
more sustained growth qutside the
United States and a further 15 per
cent devaluation of the U.S. dollar
against a broad range of curren.
cies to get the current account

back into line without major eco- -

nomic dislocation,

The markets seem to agree with
him, even if the ministers don’t.
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Australia hurt by oue g

Page: 86

By Alan Boras
of The Leader-Post

UTTAWA — In the big. bad world
of harmf{ul agricultural subsidies by
Europe. America and Japan, one of
the Saskaichewan farmers® best
fricnds is Australian Trade Minister
John Dawkins.

Compared to the farm hurt in
Prairie Canada. grain-growing Aus-
tralia and that nation’s balance of
payments are in worse ghape.

“It's got to the paint now that
farmers are saving it's not worth
planting.” Dawkins said Thursday
in an interview in his suite in the
Chateau Laurjer.

Seasonal planting Down Under.
sel lo begin during the Canadian
fall. is estimated to drop 16 per cent
this vear. pushing grain acrcage
culs (o 25 per cent in the last two
vears.

-Therc's been a big shake up. IU's
pretty crazy thal one of the most ef-
ficient producers in the world
should be the one that is having lo
bear the burden of adjustment.”

Dawkins wants freedom returned
to world wheat markets so Austra-
lian farmers. like those in Saskal-
chewan. will not stop planting.

Unlike the Prairics. Australia has
nu booming Central Canada Lo sup-
plement wheal incomes.

**We just don’t have the option of
subsidizing agricullure.”

~What vou've gut lode is have the
market delermine what peaple pro-
duce. The imbalance is not really
between supplv and demand. The
imbalance is between the cost of
production and what governments
ure willing o pay people lo pro-
duce.”

Australia estimates European and
U.S. subsidies cost Australia about
$2.4 billion in export revenue in 1886-
87

1t's an income loss that has devas.
tated an economy that depends on
agriculture for 40 per cent of its
merchandise exports.

For years when Australia cried
foul on the international stage. it felt
like *a lone voice in the wilder-
ggss.” Dawkins said.

subsidy war

Ifthe farmers {rom Down Under
squawked, the major trading na-
tions would say *“Oh that's jusl
something Australia is going on
abaut.™

Bo Dawkins collected a gruup of
nations who alxo sufTer from the
U.S-EEC subsidy war — a battle
that has cut the price paid to Aus-
trallan and Canadian wheat
growers by half.

For many of the Cairns Group of

nalions. low grain prices don’l mat- .

{er when you don’t grow wheat. But
‘oW rice or sugar prices for develop-

ing cuuntries are.a problem.
The Philippines has watched sug-

. ar prices fall drumatically. then re-

bound 1o 86 per cent of their 1880-81
leve - Thailand sells rice for nine
lit.es less (han what the Japanese
pay at home. And the EEC has sold
high-quality beef to Brazil for $640
per lonne after payving its farmers
$1.380 per {onne o produce it

In efTect. the victims in misery
love company.

Filling the same rule at this

week's Cairns Group meeting. Daw-
kins was chairmun of the first meet-
ing of the 14 agricultural exporters
in Cairns. Australia. last August.

In world trade, Australia has
walched the large industrial nalions
cut deals with little regard for oth-
ers.

*Basically. the GATT 1General
Agreemert on Tariffs and Trade!
has worked very nicely for them™
tJapan. the EEC and the U.S.1.
Dawkins said, .

When GATT stopped working to
their llking. they wanted to change
the rules. he said.

By gatbering the Cairns Group,
the clout of 25 per cent of world
farm exports joined Australia’s foul
call.

Recent palicy victories nave re-
sulted from urging the U.S. nut to
follow Europe further down the sub-
sidy path, Dawkins said.

And the complex nature of the
Cairns Group. where 10 developing
countries join Hungary. Canada,
New Zealand and Australia. makes
the major traders take notice

Its success has been based ¢n a1
its diversity. and bt its cohesion.”
Dawkins noted.

To date. that success has meant &
vocal change of hearl by the EEC.
Japan and the U.S. as witnessed by
last week’s communique from the
Organization for Economic Co-oper-

ation and Development lo hall sub-

sidy practices.

The move signals a verba! conw
mitment to turn the corner on Lhe
subsidy war that has returned Aus-
tralian and Sasl:atchewan grain
farmers to days of Depression-like
economics.

Turning the corner. if only in ver-
bal agreement. has made Dawkins
and the Australians good ncighbors.
even when they live far from each

other.
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The investment roadblock

A clause that any free trade agreement belween
Canada and the Unlted States is certain not to contain is
one guaranteeing the free flow of investiment across the
U.S.-Canadian border. Such a clause would never be
accepted In Canada and probably not in the United
States, where politiclans have begun expressing serious
ooncern about foreign ownership — including Canadlan
ownership — of sipnificant scgments of the U.S. econ-

omy.

A clause that is certain to be included in any Irce
trade agreement Is one dealing with (rade-related
investment. That would resirict the power of either
mation to use [nvestment controls to gain an unfalr trade
advantese over the other.

Finding coramon ground between those (wo extremes
will be one of the toughest jobs facing the Iree trade
megotistors, Simon Reisman on the Canadian side and
Peter Murphy for the U.S. The ntgt:'l:ton agree (hat
Investment {s one of the great boul standing in the
way of & (rade t. It the Americans foo
hard, it could be the one immoveable roadblock.

- Csnadians have leamned s good denl nbout foreign
lnvestment in the 24 years since Walter Gordon became
finance minister in the Pearson governinent and decided
that it was a lem. We have learned that there are
wotse things than forelgn investment, one of them beln

o foreign investment. We have lenrned that erection o

a capricious and slotv-moving bureaucracy to ensure

that every forelgn investment provides significant bene-
fit to Canada ends up providing no signilicant benelit.
We have lcamed that massive, ham-handed attempis to
direct investment, such as the Natlonal Energy Pro-
gram, can lead to disaster. Armed with this past
experience, Canadian governments should be better
prepared today to define more accurately the areas In
which forelgn Investment must still be controlled and to
develop Instruments of control which are sensitive and
elfective, rather than clumsy and sell-deleating.

Once those essentlal areas of control are determined,
and excluded from an{ future agreement, there should
be nothing (o stand in the way of negotlating freer
movement of capital actuss the 1.

If the United States demands more on the investment

issue than Canada can safely accept, then the Canadian .

government retains the option which has been available
10 it since the free trade negotiations began. It can say
no and Invile the Americans to conlinue the talks
on terms Canada can accept. I the U.S. side sticks o
proposals Canada cannot except, then the free trade
talks will fail. .

The possibility of fallure Is inherent In any set ol
negotlations. Indeed, it Is essential to the negotiating
process, It serves (o concentrate the minds of the
negotiators and to encourage them (o seck acceplable
compromises, Thal is what Mr. Relsman and Mr.
Murphy should be doing now.
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World’s farmers unite
to fight subszdy chaos

" OTTAWA ~ When the
world is taking a turn for the
worse it's nice to kmow that
Brian Mulroney and his cabinet
are there to save it.

In the next few days you'll see
_plenty of that as Canada and 13
“Tagricultural “faic traders™ meet
here to find a way out of the
agricultural subsidy mess that
has wreaked havoc in world
markets.

The meeting is the so-called
“Cairns Group,” named after
the city in northerz Australia
where they first met 1ast August
10 develcp a united {ront on the
subsidy issue.

Membership in the group, be-
sides Australia and Canada, in-
cludes Brazil, Argeatina, Chile,
Colombia, Fiji, Hungary, Indo-
nesia, Malaysia, New Zealand,
the Philippines, Thailand and
Uruguay — all of them grain
exporiers caught in the crossfire
of the current subsidy war be-
tween the Eusopeas Commu-
pity and the U.S.

The members of the group
sightly claim that compared to
the U.S. and Europe, they don't
v 10 grab markets by heavily
subsidizing their farm exporis.

And they're making as much
soise as they can to pressure the
main culprits to stop the insane
practice which has stimulated
overproduction and deiven
down prices. They want new
rules on subsidies in the next
round of world trade talks get-
tizg under way in Geneva.

That s not & new story.

What's interesting is the bla-
tant astempt by the Mulroney
governmen: to get out iz front
of the pack and claim the role of
leader in the war against subsi-
dies.

The beat from Western grain
farmers cleariy is gesting to
them.

John
F erguson

The way they tell it, Brian
Mulircney was the first jeader to
realize that agricultural subsi-
dies were a serious international
problem.

The Tory revisionists would
have us believe that the world
first took notice of the subsidy
problem in May 1986, when. as
their press release put it: “Prime
Minister Mulroney raised the-
problems ol agricultural trade
at the Tokyo Economic Summit
and noted the impact of the
situation on the eccnomies of
many countries.”

Mulroney's ptople made
much of that intervention at the
summit last year, although

Americans were later claiming
credit for having raised it as
well. .

In another press release, his.
torians in Trade Minister Pat
Carney's office recorded that ip-
tefvenuon as ‘meaning that
“agricultural reform was first
placed on the world agenda by
Prime Minister Brian Mulro-
ney.”
A close look at the record.
however, shows the agricultural

issue was a late addition to Mul-
roney's concerns as he headed
to the Tokyo summit last year.

None of tbe written back-
ground material pravzded be-
fore the Tokyo summit por any
of the briefings for repon:n
eves mentoned agriculuural
subsidies.

Yet the year before in 1985,
the annual Big Seven summit,
beld that vear in Boan, had
ended on a sour note because of
a bitter confrontation berwesa
the U.S. and France over the
subsidy issue.

The US. wanted the Euro-
pean Commuszity’s mulb-bil-
Eon-dollar agricuirural subsidy
pragram included on the agenda
on the pext round o! worid
trade walks. But French Presi-
dent Fm:‘cis I;(;z;‘und had
been strongly op

The US. then passed the
Fa.rm Bill which provided bi-
lozs in new subsidies {or US.
grain exports. That's what set

- off the latest grain price crash.

And even before that, in 1952,
there had been a bitter conlron-
wation over agriculture ia

naticn Organization {or Eco-
zomic Co-operation and Devel.

cpment (QECD).

By chance, it was Allan
Mac&:h:n. who was then min-
ister of finance, who chaired
that meeting.

The Australians were easly
leaders on the issue as well.

They prepared a detailed
study of subsidies for farm ex-
ports in 1984, issuing a report
that ::L widely read and highly

TRgAr

And it was John Dawkins,
Australia’s iculture minister,
who led formation of the “fair

traders” group, subsegquently.

known as the Cairas Group.
That bit of history is werth
keeping in mind iz the next few
days as the goverament props-
ganda mill churns out the mes-

s2ge of how Brian Mulropey is .
working to save farmers from
chaos.

Canads has a stwong and
credible voice oo u'n.squmm.

But as op so many issuzs, it's

oDe among maay.

F 2l
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Satya Das

free trade

~ When will the prime minister tell
Canadians what he thinks {ree trade means”?

Is it a sector-by-sector treaty like the
Canada-U.S. suto pact? Does it mean the end
of random irritants like tariffs oo exports of
fish and raspberties 1o the U.S.? Does it mesn
the U.S. Congress won't ievy countervailing
duties on Canadiar products?

We don't know, because Brian Mulroney
has never come up with a precise definition of
cither the dream or the reality of free trade.
Mulroney has neither asked sor answered the
basic question: givea the protectionist mood of
the American Congress, what are the clear
advantages 10 the United States of a free trade
arrangement? - Under what circumstances
would they enter into such an sgreement?

The Americans came up with the answer
last week: essentially. they waat the right to0
buy u;:bx.:ose sectors ofd the Canadian economy
they 't already dominate: sewspapers,
communications, publishing. other cultural
institutions, financial institutions and other
such repositories of Canada's cultural and
social idenury.

‘International Trade Minister BPat Camey
was quick 1o reassure that “certain sensiive
areas” of the economy aren't opem
negotiation. This is the same minister who

earlier said that anything that creates jobs is-

open 10 negotiaticn with the U.S. The same
Pat Carpey who rejecied America’s complaint
that lower Canadian stumpage fees were an
uxfair subsidy 10 the lumber industry, only to
watch her government bow to U.S. pressure.

The Mulroney governmenr made a major
mistake in caving in on the lumber dispute:
experts predicted & General Agreement on
Tarlfs and Trade panel would mle in
Canada’s favor. ver the Tories withdrew the
complaiat & montb before a decision was dus,
Instead, thev imposed an export tax with
iegislauon that can be changed cnly by
American consent. What other sovereign
country enacts legislation that cza be changed
caly at the grace of a foreign power? Who but
the Tones wouid throw away s winning hand?

Mulroney tried 1o justify the change by
S3ying it was 2 Decessary compromise to

Americans’ mood unpredictable
...bow badly do we want a deal?
easure a free trade deal. He evoked a vision of

a prosperous and competitive Canada where
new jobs would be created in 2 pew era of

prosperity. Yet as every stage of negotiation

unfolds, there's an overwbelming s=nse that
the grand Tory dream is turmning out to be a
ightmare.

Cansda’s trade objectives were succinctly
outlined by External Affairs Minister Joe
Clark early in the Tory government’s term:
secure sccess 10 the U.S. market would be used
as a base for enhanced international trade, |

This Canadian policy, also known as
muliilateralisze, makes eminent secase. It

means sirenghthening Canada’s largest trade ..

relationship while building new ones. Exports

mamjcxsaurceolszdian.jobs;zbebcz'

i
{

Mulroney fails to define
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Tackling the Global Farm Ripoff

A new intedhational report says it plainly: The
industrial countries currently waste $100 billion a
year on farm subsidies. Three-quarters of the bene-
fits go Yo a prosperous top quarter of farmers.
These numbers won’t shock anyone ‘familiar with
farm issues. What's surprising is that the Govern-
ments of Japan and West Germany, previously un-
willing to brook criticism of their farm lobbies, en-
dorse that analysis.

These Governments might now begin to chal-
lenge the powerful agricultural interests. That
would save consumers and taxpayers billions of do!l-
lars, and make a significant dent in trade imbal-
ances.

Crops vary, but the forces driving farm policies
are depressingly similar in most industrialized
economies. Rapid technological change has sharply
cut the demand for unskilled rural labor and given
the edge to wealthier family farmers with access to
capital. Meanwhile, cheap international transporta-
tion and the growth of commercial agriculture in
poor countries has left all farmers vulnerable to
new sources of competition.

Well-off farmers protect their interests by lob-
bying their governments for subsidies and import
barriers. They often cast their appeal in high moral
tones — the need to help small farmers or to defend
rural values. But benefits are almost always pro-
portional to crop sales or to the amount of land
farmed, and the real winners are the largest pro-
ducers.
~  Efficient agricultural producers, including

f" $3¢/piL,
$30-21.020.3048

America, play this subsidy game. But the worst of-
fenders are Japan and Western Europe, where agri-
culture s inherently uncompetitive. Japan remains
self-sufficient in rice only by paying its farmers five
or six times the world price and by denying the use
of crop land for desperately needed housing. The
Common Market is dumping surplus sugar on the
world market at just one-fourth of production costs,
impoverishing producers in the Caribbean, Central
America and the Philippines.

Happily, the p8wer of the farm lobbies seems on
the wane. In Europe, subsidies to maintain the “but-
ter mountain’ have become 50 expensive that tax-
payers are becoming restless. In America, farmers
are themselves divided. Sugar and dairy lobbles
cling to protection; grain producers see the greater
risk in losing exports. In Japan, city dwellers are
coming to understand that farm protection is both a
drain on living standards and a threat to ability to
export cars and computers.

That explains why the major economic powers
have agreed to reassert their commitment to farm
reform at the Venice summit conference in June,
and then give the reforms first priority in ongoing
global trade negotiations. Washington wants to cap
everyone’s supports at current levels, and cut them
by 10 percent annually after 1988.

Five years ago that would have been unthink-
able. Today, the folly of farm supports is so obvious
that the unthinkable has become plausible. That's
not success — ...t it’s a start.
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Japan Wants Accord on Priorities

VENICE SUMMIT

By A.E. CULLISON
Jowrnal of Commerce Staft

TOKYO - For once, as they
gather at next month's seven-na-
tion Venice summit, the leaders of
the United States, the major Euro-
pean countries and Japan may sort
out and settle on priorities.

If they fail, however, the Japa-
nese fear it could prove impossible
to meet what they see as a building
global economic crisis.

Certainly the threat of a major
trade war and the serious problems

‘stemming from destabilized cur-

rencles are combining rapidly to
create stresses of extraordinary di-
mensions well beyond national and
even continental limits.

Although such stresses are not
entirely unprecedented, it has been
some time since the worldwide
economic situation has required as
much uncommonly blunt talk
amoug friends or, if you will, part-
ners, in one interdependent eco-
nomic system. Unfortunately,.one

country, namely Japan, appears to
be acting less interdependently
than it has a right to.

In recent weeks, for example,

even though Japanese leaders have -

expressed their belief that mount.
ing problems can be resolved
somehow on the basis of coopera-
tion during the Venice summit,
their public remarks often suggest
the looming dangers of confronta-
tion.

All too often Japanese political
and business leaders speak of the
Venice meeting as likely to become
unmanageable, especially if, as an-
ticipated, Japan comes under re-
newed pressures to expand its do-
mestic economy at the expense of
the nation's plans for fiscal recon-
struction.

These expectations stem from
Western doubts that the Japanese
can carry out a nearly §36 billion

economic pump-priming package
while at the same time holding on-
to their high-pitched fiscal recon-
struction policies.

Actually, the Western delega-
tions most likely will discover that
their best leverage when arguing

.this point will come from appeal-

ing to Japan’s own self-inte-est: a
worldwide depression causeu by a
trade war and unstable exchange
rates would hurt the Japanese
much more than temporarily aban-
doning their present efforts to re-
duce and ultimately eliminate their
relatively large fiscal deficits.

Even though the Western dele-
gations doubtless will emphasize
this point during the Venice talks,
suggesting some of the political im-
plications of Japan's continuing un-
precedentedly massive yearly
trade surpluses, the Japanese can

be counted upon to offer their own ;
arguments as well. '

“Of course, some of us would .
like to make emotional statements ;
in Venice, even to the extent of
coatending we are being picked on ,
or possibly unjustly suffering the :
tyranny of the majority,” com-
plains one Tokyo economic analyst. .
“But you won't find us crying In®
this unseemly fashion during the :
summit.” .

Instead, current signs point to
the Japanese delegation accompa-
nying Prime Minister Yasuhiro Na-
kasone stressing that Japan can
both artificially prime its economic
pump and maintain austerity as
well in order to reconstruct its fis-
cal finances. The Western democ-
racies meeting in Italy will be in-
formed that Japan intends to meet
its obligations by slashing the coun-
try’s current account surplus to
around 2% of its gross pational

product, for instance.

EXT p3e/BIL.
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Continued from pageCl -
indicates that he fears the case
against giving the Americans
unfettered access to {inancial serve
ices may lead to the impasse that
would scuttle the talks

Mackness, meanwhile, still be-
lieves a “workable”™ North Ameri-
can free trade arrangement is
necessary for the Canadian econo-

- may to cope in an increasingly hos-

tile international {rading environ-
ment.

Banker says beware
financial free trade

But he insists that no deal is bet-
ter than one that sees Canada give
up control over {Inancial services,
an essential ingredient of our
sovereign power,

“Remember, Canada only needs
a reasonable deal,” Mackness says
matler-of-factly, “s deal including
only those specific areas of the {ree
trade arrangements that are work-
ing elsewhere, namely, {ree trade
in industrial materials and manu-
factured goods.”
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~ By John Spears Toronto Star
-~ OTTAWA -~ Canada should be-

come a leading voice for countries
seeking to end the agricultural
trade war, leaders of several coun-
triesurge.

" Theap came yesterday from
txu:mberspecﬁ’l the so-called Cairns
Group of countries, who style

ves as [air traders and
complain that their farm econo-
Jmies are being ruined by policies

". of the US. and European Com-

munity.

But Prime Minister Brian
Mulroney told the group there are

Canada to spea

“Fair’ farm traders urge

“no magic solutions, no quick fix-
es”and farmers cannot expect a
lessening of the disastrous interna-
tiona) grain war until late 1988 at
the earliest.

The 14 Cairns Group countries,
Including Canada, Australia, New
Zealand, Argentina, Thailand and
Hungary, conclude two days of
talks here Loday.

The US. and the community are
not members of the group, which
takes its name {rom the Australian
city of Cairns, where members
first met last year. .

In opening the meeting yester-
day, Prime Minister Brian Mulro-

ney said the trade war has driven
down the price of Canada’s top
grades of wheat more than 30 per
cent in the past'two years.

- Prices have plummeted because
of a worldwide grain surplus. Ex-
port subsidies offered by the US
and the European Community
have driven depressed prices even
lower.

“We, as a government, simply
camnot compete with the subsidies
of the US. and EC,” Mulroney said.

“And If we fail to subsidize, our
markets and our share of markets
dwindle.

“We've got to reintroduce some

- t———
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ic into the international trading
's‘}gsim," Mulroney told the meet-

m%.d
ates to the meeling told
Canagg that it is idesily placed_ to
be ane of the key players in ending
the trade war. bor of
Canada is the only mem o

the Cairns Gruup that will be at the
economic summit of the seven big
industrial nations in Venice this
summer: And Canada is alsc 3

member of the Organization of
Economic Co-operation and Devel-

ment, whose members a
ggriier this month that they should
call a truce in the trade war.

's presence in all three

makes it a logical country

1o out for the Cairns Group

in Venice, Argentina's secretary of

agriculture, Ernesto Figueras, told
the meeting.

-#In thst sense we are ready to
give Canada the greatest strength
possible so that the representation
shall be complete and very

Colombia's agriculture minister,
Guillermo Parra, described Cana-
da as “the ect spokesman to
speak on If of the developing
countries” in trying to end the
trade war.




VEDIAS CANSGTS

WERNIGHT CANADNDU JOUR AU LENDEMAIN

e ——— T

MAY 2 3 1987

_ LEDROIT/PRERMRE 110 cuaaz:’?__-'_]

THE CITIZEN / waLeY @

THE GLOBE AND MAIL/ MATIONAL 118 t.,. M’:{J

‘Fair-trader’ nations lobby against
debilitating agnculture trade wars

By Ve Greenshisids
Southam News

A group of agriculture-exporting nations meet-

ing here is expected to hammer out a strongly-
worded communiqué today that condemns the ag-
riculture trade wars that are ravaging their eco-
pomies.

If the 14-member Cairns group holds true to
opening statements, today's final document will
vigorously endorse the agreement reached earlier
this month at a meeting of the Organization for
Economic Co-operation and Development.

That agreement called a truce in the escalation
of the trade wars and promoted ways to help

strugghngfarmmothcthanby:uwdmngpm-.

duction.

The Cairns group (pamed after the Australian
cityinwhichitﬁrstmetlastyw)hubecomein
effect the anti-trade-war lobby in the curremt
round of GATT negotiations. Besides Canada, Aus-
tralia and New Zealand, members include devel-
oping nations like Chile, Indonesia and Malaysia.

They call themselves “fair traders” who are the
victims of the agriculture subsidy war between
the European Community snd the United States.
They claim that while the richer nations have
only been made uncomfortable by the trade war,
the economies ‘of those poorer nations are being

I;;pled by the crossfire.

there is any hitch to developing a concise
communiqué when the meeting ends, it could
come from developing countries who have hinted
that because of their poor conditions, they might
like {0 be excepted from some of the unfettered
trade aspects.

Prime Minister Brian Mulropey, who gave the
opening address Friday morning, admitted there
are “po magic nlutiom. no quick fixes” to the
agriculture

Despite the lmpomnce being attached to agri-
culture at recent international gatherings, “we
must acknowledge that the crisis has deepened”
a3 prices have continued to fall in reaction to in-
creased subsidy support elsewhere, he said.

The challenge is to get some early movement
toward solution at a pace faster than normal for
GATT npegotiations ~ an “early harvest” to end
the trade wars.

Mulroney, in mentioning one of his first specific
timetables, suggested that member countries look
for progress by the fall of pext year.

While International Trade Minister Pat

called the meeting an extremely important step

on the’ way to ending the agricnltnre subsidy wars,
experts in international trade pote it is enly a
step, with the real mileage to be made at the
GATT negotiations.
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The non-crisis of Third World debt

By the end, I kad accumulated between $50,000
and $100,000 of uncollectable debts in Latin

while). With translation costs alope rumning at

about $7,000 a year, my personal ecooomy could:
not stand it any more.

and at least a dozen more that have used veiled
threats of doing the game to extract better terms
from their creditors.

“Can't pay, won't pay” is now the name of the -

game, and eves those countries upon whom bank-
ers allegedly still smile are playing it. Last year
Mexico, which vies with Brazil for the position of
biggest Third World debtor, rescheduled more
than half its total foreign debt — $58.5 billion —
over 20 yearz, with no repayments of principal
required over the first seven years.

The Mexicans are still in the bankers’ good
books because they did it all through proper
channels — but they only got that deal because
everybody knew the alternative was for the coun-’
try to stop paying entirely, which would really
mess up the books. In the end, some comparable

-arrangement will probably be made with Brazil

&s well, If only because it makes the banks’ bal-

. ance gheets look better.
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14 commissions de valeurs mobilieres

B SEANIITEY

% XVOR sepaw n\ow@
wmmn AT B
@S n MA| 987 Ve QAZETTE . el JW

ont paraphé un accord d’assistance
Dans Ia perspective d‘adoption de normes communes

B Dans le but d'assurer une sur-
veillance plus étroite des marchés
boursiers & travers le monde, les
commissions de valeurs mobilie-
res d'un grand nombre de pays
ont acceptc de signer un sccord
d’assistance réciproque.

C’est I'Organisation internatio-
nale des commissions de valeurs
mobiliéres (OICV) qui est V'au-
teur de cet accord d’assistance ré-
ciproque. L'OICV est un organis-
me qui regroupe les autorités de
reglementation des valcurs mobi-
licres de divers pays. Son réle
« est de faciliter les échanges en-
tre les membres, en vue de déve-
lopper les marchés de valeurs et
d'améliorer leur fonctionnement,
de coordonaer {"activité des
membres en matiere d'applica-
tion de la reglementation et
d'adopter des normes commu-
nesa.

Le siege du se-
vrétariat de "o
ganisme est &
Montréal. C'est
d'ailleurs le pré-
sident de la
Commission de
valeurs mobilic-

res du Québer,
Paul Guy, qui
agit comme
cretaire geéncral
de ['OICV.

+Ta OO

En vertu de i"accord dassistan-
ce réciproque, les différentes
commissions de valeurs mobilié-
res s'cngagent A fournir aux au-
tres signataires de I'entente {'in-
formation nécessaire & 1'applica-
tion des lois sur les valeurs
mobhilieres.

Jusqu'a ce jour, il y & eu 14
commissions qui ont signé l'en-
tente: Brésil, Chili, Colombie,
Ewas-Unis, France, Grande-Breta-

ne, Hong Kong, ltalie, Mexique,

orvége, Ontario. Québec, Pana-
ma. Perou. Plusicurs autres sant
sur le point de signer 'entente.

intemationslisstion
des marchés

Lors dc sa dernigére réunion,
I'OICV a créé un comité techni-
que charge de coorrdonner la ré-
glementation des opérations
tnternationales sur les marches
de valeurs mobiliéres. Ce comite
s'‘occupera aussi bien des appels
publics a 1'épargne que du fone-
tionnement des bourses (marchés
secondaires ).

Ce comité technique devrait re-
grouper une brochctte d'experts
qui etudieront les problemes dé
reglementation lids aux opéra-
tions internationales, tout en pro-
posant par la suite la mise en pla-
ce de diverscs solutions pratiques.

Réunion
annuelle a Rio

Par ailleurs, le comité executif
de I'OICV a profité de sa dernicre
réunion pour terminer les prépa-
ratifs de sa prochaine conférence
annuelle, Isquelle se tiendra a
Rio de laneiro, au diébut de sep-
tembre.

Les thémes de cette conférence
internstionale sont:

& la coopeérstion en matiere de
surveillance et de répression des
infractions; :

B le développement des msar
chis financiers, en particulier
I'accés & ces marchés par lesemer-
teurs, lcs courtiers et jes épar
gnants;

8 {"intégration des marches,
notamment les problémes reli¢s &
la compensation et au réglement
des opérations;

B la modernisation et 12 simpli-
fication du prospectus, dans un
sauci d’harmonisation et de re-
cannaissance réciproque;

B la conversion de Ia detie
étrangere en valeurs mobilitres.

. —
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OTTAWA — Le
Canada n'est plus le
grenier du monde et

éde le pas aux

tats-Unis, a I'Aus-
tralie, & I'Argentine
de mdme qu’aux
pays membres ds lo
Communauté éco-
nomique europésn-

i
ne ngE) au chopitre

. dle.s exportations de
o :

Jean Denis
GIROUARD J

Le Canada a uﬁe fois

de plus déplorer « Ia si- .

tustion alarmante du
comnierce agricole mon-
dial », hier matin, dans

une allocution du Pre- |

mier ministre Mulroney

devant les reprasentants -

des 14 pays membres du
groupe de Cairns, & OL-
tawa,

[ monTREaL )
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Le groupe tire son

om du lisu de leur pre-

miére rancontre, en aodt
demisr, en Australie, el
recraupe I"Argentine,
I'Australie, le HBrésil, e
Canadla, le Chili, la Co-
lombie, les iles Fidji, la
Hougrie, I'lndonisie, la
Ziranieos Pagovelle-
y es,
Thailands et I'Uruguay.
Ces 14 pays ont jous
un role important lors
du lancement ds la pré-
sente ronde de négocia-
tions commarciales mul-
tilatéraies du GATT, en
ssptembre dernier a
Punta del Este (Uru-

guay).

}{ier. le premier mi.
nistre canadien leur a
rappelé I'urgence d’a-

donner les « poljti-
ques i
rétablir une certaine lo-
‘gique dans le systime

* commercial intarpatio.
nal

E
Déja, en mai 1986, au
Sommet économique de
Tokyo, Brian Mulroney
avait soulevé les probls-
mes du commerce des
produits agricolss et ses
conséquences graves sur
I'économis de plusieurs
pays. . .
Le 12 mai dernier &
Paris, |a ministre cana-
dienne du Commercs ex-
térieur, Pat Carney, atti-
rait I'altention des pays
de I'OCDE sur «la crise
mondiale du commercs
des produils agricoles ».

En quelques mots - -

En quelques mats, les
problémes des techni-

-ques modernes se rasus

ment & ceci: on produit

“de_plus‘en plus, ce qui

__ | MAY 23 1387
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crée un diséquilibre en.
trel'oflre et la demands.
Le Canada produit
toujours .lglfuililoulu
, qui sojt,

mais on peut {acilemant

i prixl | .
Les productsurs de.
I'Ouest canadien per-’

dent ds 'argent-d tza-

AN
*

vailler d'un soleil i 'ais-
tre sur des t:irn:. gl

t ue des -
Toires. Les fis disertent

la ferme d cause d’une si- -

tuation ridicule et scan-

daleuse, et ls milliard de -

dollars en subventions
qu'Ottawa Jeur distribue

88 révéle presgque un :

harvena enr ung

boil .
mﬁhh Mulroney s'sf.

surtoutd mettre fin -

8U systime ds subven.
tions versées o pro-

ductsurs par Jeg tats-
Unis (absents ¢

.du groupe

Cairrs) ot la CRE.
« Le'déclin de ‘a.
griculture sonns le
Klas des valeurs m;..

’,

mes qui ont fagonné
nos sociétés », a prive-
au Mulroney. o

Les tracas financigrs

engendrent un stress so-
cial et I'éclatament de la
amille, alors qus les sur-
plus mondiauz s’accu-
mulent et que les prix -
chutent sous l'efTet d'u-,
Be concurrencs interns-
-— — S ——

tionale I‘;:ugll el soute-
nue rogrammes
daids, P

* Village globeal

*  Le Canada se place
done dans Ia peau des
pays du tierp %ogydo
_pour ez quil n'y a
da solutions unilats.

::l'es ou régionales.
C'est pourquoi Mulro-
- Bey invits les pays i ou-
. blisr leurs objectify d'au-

s L'interdépendance -
»eatre las poli agri-
coles, commerciales,
monétaires et fiscales

des pays exportateurs et

.impomtgun franchit =

les frontiéres économi.

ﬂuu ot politiques s, fait- .
R et
sent les échanges, ot les
-Pays quiy recourent font
perdre des marchiés a

& Us ne font
P ne fon Y -
i verlasituation 2:0;?:3-
: que .dij:i précaire des .
+ Pays en developpsment.
. Cesont li des &
9, aet-i -

Brian Mulroney ten-

tara une fois de plus de
freiner s détérioration
des conditions du com-.
Iuercs agricole interng.
.Honasl, au Sommet éco-
-nomique ds Venise, du §
au 10 juin,




By Brian Cole
Winnipeg Free Press

OTTAWA — Prime Minister
Mulroney says Cxnada will soon
table specific proposals for world-
wide agricultural trade reform and
barie against trade Aioorring SUbRE
e e di i i
dies by‘&mnmm W
He made the remarks while open-
fng an international agricultural
trade meeting here yesterday which
{eatured countries from South
ic.
The meeting of countries, known
as the Caims Group of fair trading
nations, is being held to hammer out
a joint strategy for resolving the
agricultural trade crisis which has
hurt farmers around the world as
well as western Canada.
It also is expecied to provide
Mulroney with a mandate today to
press for quick action on agricul-
tural reform at the GATT talks when
he attends next month's economic
summit in. Venice.

Formed
Canada is the only member of the
l4-member Caims Group, formed
last year after a meeting in Austra-
lia, with membership in the seven.
member summit group.
In outlining Canada’s position,
Mulreney zeroed in on the need for
and the United States to
substantially cut back oan subsidies
in order to return sanity to agricul.
tural trage = z;i;w echoed by the
countries attending the meeting.
"We must continue to bring such
persuasive powers as we can to besr
on the Americans and the Europeans
to call a halt to their trade war,”

Mulroney said.

OVERNHGHT-CANADA/DY JOUR AU LENDEMAIN

Mulroney urges cutback
in agriculture subsidies

[ winwrees |
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several years to implerment.
During his speech, the M
the need for world-wide

*It is apparent we face 2 serious
imbalance between supply and de.
mand that is manifesting itself in

- enormous stockpiles, extremely low
prices and intense international

competition,” Mulroney told the del-

tes. .
egam he emphasized that much of
the problem with supply is due o
heavy subsidization of agriculutral
commodities, such as grain and oil-
seeds, by Europe and the US.

Encouraged .
“Although encouraged by steady
advances in technology. the over
production of ‘many commodities is

\3

79



- - .

AN ST NN X BT

THE WINNIPEG SUN/FmaL 214

14

primarily due to government pro-
grams,” he said

“Reduced wofld demand results
from domestic agricultural’ support
programs, barriers to trade and
slower economic growth.

‘The irony, he said, was that Cana-

dian farmer productivity has never .
-been higher.

"Cauadia.n farmers have been

<mmg a better job than ever,” he

*“These are basic structural pro- -

beims that will require immense
determination to overcome.”
Mulroney noted that the agricul-
tural trade crisis has dropped com-
modity prices 1o record lows, 2dding
thut Canadian wheat prices have
fallen 31 per cent in the last two cTOp

- cultural policy.

Government officials agree the
Cairns Group iost some of its raison
d'etre {ollowing the OECD meeting
earlier this month which saw the
major trading nations agree to a cap
subsidies and begin negotiations to
roll back existing support pay-
ments.

But they emphasizs the Cairns
Group was instrumental last year in
getting agriculture at the top of the
aganiaofmldmdepmbim

And, they say this year's session,
schednledpnortomeOECDm
ing, is an important building block in
maintzining the mommentum towards
achieving agricultural reform.

Theworkxng sessions of the meet.
ing-were beld behind closed doors.

But spokesmen for the countries in
attendance used the ceremonial
opening of the meeting to talk about
the effect the agricultural trade war
has had on their people and their
hope for eventual reform.

Australian Trade Minister John
Dawkins, who is chairing the two-
day meeting, echoed Mulroney's
comments concerning the need fora
rollback on subsidies, adding that it
is important 10 keep up the pressure
for reform.

“Bmm.asagove:'mnau camnot -

compete with the subsidies of the
U.S. and E.C. major producers.”
Because Europe znd the U.S, are
not membess of the Cairns Group, it
has been suggested they lack the
doutmtom:ha.ngemworld agri-

Substantial
While noting there has been sub-
stantial progress made since the
Cnuns&mheldisﬁmmng
in Australia Jast
there still are some problems
ghesd.

He said the meeting would be
useful in examining the pronouncs-
ments on the internstional stage
with the reality of domesitic agricul-
tureal policy in the major industrial.
ized countries.

“We will need to discuss the con.
trast between the positive singals
that have come out of recent meet.
ings .. .with such isgues as the dan-
gerous mood of the U.S. Cangras.
he said.

And while he acknowledged the
European. community appears o be
ready to begin negotiations to reduce
its subsidies, Dawkins said:

**Reform measures in Eurcpe will
need 10 go very much further and
faster before we can safely assumea
fully fiedged EC. commitment to

tbeprocas.

MAY 23 m87 i
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By Janice Vansickle

Star Agriculture Reporter

OTTAWA — Prime Minister Brian Mulroney
warned trade ministers from around the world
on Friday of the desperate need lo continue
striving for an end to the deepening agricul-
ture trade war,

While steps have been taken In the past year
toward an international solulion to the price-
lowering war, farmers around the world con-
tinue to be victimized, Mulroney lold the open-
Ing sesslon of a two-day meeting of the Calrns
Group, whllch Is hgn:de I;P r?r{s {4 countries seek-

culture trade reforms.
Ins‘?’%rrimm in all our couniries find them-

PM urges end

Duriog the past two years, be sald, Canadian
farmemshaie watched wheat prices fall by 31
per cent and returns ‘Igr olhertgmlns have
dropped by as much as 45 per cen

‘r'l’x%e rm%ll. be noled, Is anguish for farm
famitles facing financlal difficulties.

Mulroney blamed the trade war on subsidy

programs belog used by the European Eco- '

nomic Community and lmls Unllcid stléactg inan
{o reduce their surplus grainstocks.
e“‘?vrlte must contioue lﬂ:ﬂng such persuasive
wers as we can to bear on the Americans
and Europeans lo call 8 halt lo melr trade

"';i:e Calrns Group.' which takes Ils name

Ives, through no faull of their own, pena.llzed
;; l?é senseless agriculture (rade wars,” the

prime minister sald.

m (he first gathering of trade ministers In
::raolms. Australia last summer, hopes the Otta-
wa meeling will produce further pressure lor

multllnlernlbade refo.m-ﬁ. ‘
THE GROUP OF countries, which In lolal

Produces 25 per cent of the world's agriculture

exports, Is expecled lo produce proposals for
brioging about reform.- . - |,

Mulroney will then be asked to deliver the
Cairns Group message at next month's eco-
nomic summit of seven leading lodustrialized
nallons. Canada is the only one of ihe group's
14 countries that will be represented al the
Venice summit.

Austrafian Trade Minister Bob Dawkins, who
Is chalring the Ottawa meeting, sald the Cairns
Group has belped make agriculture a central
trade -Issue. But the ballle' Is nol over, he
admiiled.

The 24 members of the Organization for
Economlc Co-operation and Development

1

agreed last week {n Paris (o call a truce lo (he
subsidy war uatil trade rules can be worked
oul through talks under the General Agree-
menl on Tariffsand Trade. - .

Dawkins said Il is Important to bulld on the
OECD agreemenl and speed the reform proc-
ess along. .

Thal agreement, he sald, has yet to prove
that the U.S. and EEC are truly commitied to,
reform, '

The key players (o the subsidy war must be
encouraged to make (helr proposals for reform
known as soon as possible, Dawkins sald.

“In 0o way have we reached a ceaseflre so
to speak In the agriculture fleld,” sald Argentl-
na’s agricullure secretary, Ernesto Figueras.

And untit thal: happens, he warned (hat -
countries such as his will have difficully meel-

“to agriculture trade war |

ing their Infernational debt commitments.
THE COUNTRIES making up lhe Calrns

group Include Canada, Argentina, Brazl, Aus-% -

tralla, Chlle, Colombla, Hungary, Indonesla, )
Malaysla, New Zealand, the Phtlipplnes, Thal- :
land, Uruguay and Fljl.

The trade war, said Dawkins, has only added = -

lo the debt problems facing many developing
countries,

In his speech, Mulroney described 2s "daxi-

‘gerous” the Impact subsldies have oo devel-

oping countries."The use of trade distorting.
measures and subsidies for national goals at
the expense of others Ignores our Interdepen-
dence,” he sald. “Loss of markets, In particular
for the developing counlries, further exacer-
bales thelr already difflcult economlc clrcum-
stance. These are dangerous trends.” :
' I
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SYDENHAM

The average Ontario dairy
farmer's milk quota could drop as
much as 15 per cent if Canads’
and the United States sign a free
trade agreement, says a past pre-
sident of the Canadian Dairy

mission.
Ellard Power told 250 farmers

attending a free trade informa-- .

tior seminar last night that the
Americans would flood the Cana-
dian market with yogurt and ice
cream once tariff barriers were
removed.

He said that close to 15 per
cent of Ontario’s industrial milk
is used to produce ice cream and

gurt.

Power said members of the
federal advisory committae on
trade negotiations told him that
the Americans have demanded
that all tariffs be dropped and

that cheaper American ice cream

and yogurt products would hurt
Canadian competitors.
The seminar was the first in a

* ‘series of eight information ‘mest-

| T -@T‘“‘ .
oy 24108 e % o

—————— o s o . - ————

se trade now, dairy expert

urges 250 iarmers at seminar

memm  [Arge tufnolt encouraged the
farmers' union to sponsor other
.such meetings, with Laeds the
"next likely choice. She notad that
those in attendance last night
represented & wide age range,
with many farmers turning out
* with their families.

- Power talked about the free

trade negotiations from the view-
.point of one who has spent three

HARRY KILFOYLE

the nepﬁaﬁﬁ;;s Hs urged farm-
i start now because
ings co-sponsored by the Na- .- &3 10

tional Farmers Union and the it Will be 100 Jate when the draft

county milk committees. The -agreement is prepared later this

Ontario Milk Marketing Board - Yo%
and processors also joined the -; = Power said thﬂ the govern-
growing disenchantment with. ment is considering proposals '-0
free trade in the a.snculturll inn do away with the supply-man
dustry. agement system, One suggsﬂon
Farmers attended the Fronte- ~ under'scutiny includes an agree-
nac County seminar from points Mment not to approve any more
as far away as Cobourg to the boards.
west and Winchester to the east.. 'l'heprovtneenetupamms
Organizer Raye-Anne Briscoe of ment board system in the 1970s
Renfrew said that last night’s and marketing boards now man.

. days talking to advisers close to

—~em—— el
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Man interview with The

 3aid. ‘“Franco-Canadlan relations are ace .
ive apd cordial.

- tial ca‘re We intend to

m"

" SN

Bylmlszmltzer " ‘e -:' S excellent tlel" between two. qllleql apd

Speclalto.',l’hosm S tay e grwgmt&,&& he believed St Plerre"

- PARIS='As F‘unc'h meleht’?uncols ‘whether he v -
terrand prepares for a staie visit to- ‘and - Ml?uelon ‘might ever become Cane' :

. dian, Mitterrand said: “It 1s up to.
D et 19 ko8, e pOINE. Lans nhabilants bo decie on Pl

-tterrand vows not to meddle

JGlear at tbe ptart: 0w they bavo e reased the wish 10 bb_
Can:&algm rFranpo‘agQVﬂNbio, +French. " rm:rm’;pre, the qucatlon has " 1

xmvercomeup.aalarullmow
ance dees ot seek t0; lntcrloctjlpell - Mitterrand - believes - trade between
[Lanadlian domestic a(lal{ .;&wlmnmm France could be -
\'a-Quebecrell pnship)i,s 5. %% - cressed,, “Canpda Is. one, of world's
reance will not stand in tha'wy, fa " greatest developing Aress,” he 1ald- “Uts.;
8 Saviet disarmament agreement. ; “\Mlbllltlps are’ enormous :qnd ' bilateral
r, Mllterranﬂ sconomic. relations are a far cry fmnx. ,
dkplalned:that'he did not intend to follow.” ‘What tbey ukd be. Bolh our gwergments

ln Charles de Ganlle’s fpotsteps and shout,. want
ibl lree-trade agnement ~ f
fredecéasor did tmeﬁecedu 280, bet w&m ne parecaent.

“V‘lve le Quebgc ljbre.T -

T“Canads 18 & soverelgn counlry,"_ he . Biates.ho said “the two oountrles are {rec . 3§

;n sign .any agreements they .wish.” He™

sdded, however, ‘that any agreement-’-"
*. “would have to be submitted to GATT (the
‘GeneralAgreement on Trade.and Tarif(s). :
30 as to verify that It does not violats
GATTrules to which we all subscribe.” - “SEESNEE ' ! :
. Mitterrand saald be is concerned by thé',” RLEPHOTO,
trlanﬁ r trade war now raging among“'anooI. Mmﬂrlnd. French ptesl~
the US, Japan and Western Europaii” dent wilf arrive in Ottawa Monday for a
“Unfortunate y, those who are the first to 4000 vielp o -+
denounoe protectionism are sometimes
islands of St. Plerre and Miquelon before - reatest sinners on that score. Protec- only way to resolve the Israell-Arab con-
returning to France Friday, said he con-" : tlo nism has become a way of life. No one flict is to convene an international peace
siders the h'anco-Canadlan relatlonshlp - today can claim to have a clear conscience - conference. Bilateral negotiations did not
}o.be good. in this regard. I say, 'Let's ali put our and will not do the trick, he said.

“There is only one Irritant — the lasue-, cards on the table and let’s agree to stop _ Camp David helped ‘settle the Israeli-
of the protection of the fishing zone. It ~ being naughty.' " Egyptian quarrei but did absolutely noth-,
must be dealt with in a serious manner,  Concerning the Middle East peace ing'tosolve the Palestinian question.
but it must not he allowed to spoll overall process, Mllterrand is convinced that the “TO say that a peace conrerence WOU’d

““* (S s S .

must be kept'ihat - 8
 course, Quebec for obvious.rea-
q¢ always-been entitled to ‘our s
reserve this priv l-
F .relationship, without however get-
involved. lw lmtltutlonal lpter-Canp-'
dian roblema.®:
2ngtemmd ‘who_ arr ves ‘n<Ottawa °
ay and visits Quebec, Saskatchewan,
Dntarlo. New Brunswick and the French-.

WRY

"o ’ fgatuofmeuudxemzom '
,Sopsreg* {s nonsense,” Mitterrand. sqid.

#The) already have a solid foothold. %
The five'permanent members.of the
o] Securlty uncil ‘should together remove

;l he various dipiomatic obstacles that.ob-

" struct the wa{' to a peace conference and
* help prepare i ‘

In recent months, France has glven the
impression that it is'upset by the prospect *
ot 8 Saviet-American agreement to scrap -

ume and perhape shorl-range mis

'-'-. silesbagd in Europe.

. Prime. Minister Jacquee Chirac, Mlnls-
“ter of Foreign Affairs Jean-Bernard Raj- '

" ‘mond and defence officlals have pubilcly

expressed - serious reservations with re-

Uon of Western Europe.”

Moscow has been castigating France for
“ ity neggtlve attitude: Indeed Chirac was

ﬂ en. A cool ‘reeeption when he visited
oscow a week ago, whereas British

.Prime. Minister Marfa{ret t’lx”ltaui'hgr “{ﬁ: :
eatment by v

%lvcn the red-carpo
remlin,
" Will Fratice then be the odd man out, as
it so often is? Mittefrand made it clear
-that thls is not his posltion “l am in favor
of the ‘zero option' (the removal of
medium-range missilfes from European
soil by both surerpowers) and I accept the
‘zero-zero option’ (scrapping the short.
-range missiles as-well), '
"However, [ bejieve the European allies
must develop a common position on the
matter and that an agreement should be

“See MITTERRAND/page BS

.gard to what they call the “denucleariza- ,, *

LLYZ - TTN
1-029.8048
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Mltterrand wants
| ‘deal on ﬁshmg zone

Cont!nuedfmmpage B1
balanced and verifiable. Also, in

: J view, it should be global: Why
o

w 100 medium-range missiles
to be kePt on elther e outsxde

In a nutsbel!. Mittemmd
lieves the security of Western Eu-

rope is compatable with the b

gro US.-Soviet dxsarmament
ea

There have been dxsagreernents
recently between Mitterrand and
Chirac on how to react to Seviet
leader Mickhail Gorbachev’s
groposals. Chirac takes a hard line

ut Mitterrand privately argues
“if you can’t beat them, join them.”

Is France, in fact, in any position
to lecture its allies on matters in
which it has always gone its own
way? After all, France quit NATO,
does not host American nredium-
range missiles on its territory and
does not share its nuclear force
capabllity with West

Mitterrand ssid that Frapce has
always remained within the Allan-
tic Alliance even if its forces are
not placed under NATO's com-
mand. Moreover, France has the
right to have opinions regarding
regional security and to express
them: “We don’t make decisions in
the name of our allies. Having sald -
that, I would like to add that per-
sonally I believe that it is always
better to disarm than to overarm.

-“I look at any proposal to disarm
with Interest and satisfaction. Of
course, it woulgr:eeug:g g%wo
superpowers a uce,
say by 50 cent, thelr strategic-
arsenals. Together they own 24,000
nuclear warheads. Britain and
France own less than 10 per cent of
that amount.”

There has been mountin evi-
dence recently that the US. and
the Soviet Union may be preparing
to scrap the 1945 Yalta agreements
drawn up Winston Churchill,
Franklin D. Roosevelt and Joseph
Stalin and redraw the map of post-
war Europe.

The two Germanys might be al~
lowed to drift closer to one another -

'have

I not to unify formally tht

“would be France’s reaction %to

tha 9

Although Mitterrand is relne
tant to tackle hypothetical ques-
-tions, he said he would welco
such a move: “But a lot will have, o

‘ppen ‘before we cross { t

ridgé. Furthermore, a major
toric revision will have to be
_ Implemented wisely so as not to
stir new tensions while appeasipg
old ones. Of course, history moves
on. Forty years after World ar
11, interests and circumstagces
changed.” ‘3“
In the past Mitterrand has s#me-
times been skeptical about_ the
summit meetings of the B%n
industrial nations (US,
Japan, France, Italy, West Gema-
ny and Britain).

The leaders of the seven nat!ons
will meet in Venice June 8. For
some it will be a farewell paﬂy.
since are on their way ouf:
have their wm Rea-
gan is a lame du sone’ is
about to retire. Mxtterrand. a Yic
tim of “cohabitation”, does ‘frot
really run the show at home. Brian
Mulroney is struggling to stay
alive politically. Only Helmut Kohl
and satfax‘et Thatcher are firinly

How then does Mitterrand vfew
the coming summit? .

- Basically he feels that for.the
leaders of the major allied cgiin-
tries to meet once a year is
But these summits were intenged
to deal with econornks. not with

ts that what used tcnbe

re:v{ inﬁmate and informal ef-

fa t (with only four countries par-

ticipating) has turned into a cumn-

bersome machine. He does. not

want these summits to become

some sort of global convention’ of

the joint chiefs-of-staff. He s vp-

posed to setting up a permanent
summit administration. at

o IomsWimimrisaStareoﬂe
spoudent based in Parls. - .
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way to create jobs is to find as many pew
markets as possible.

Yet the prime minister has never clearly
sdq that multilateralism is Cansda's top

Besgides, the ultimate aim of GATT is o
eliminate all barriers to the flow of goods and

If ooe won't be m ustl 10 years
have pﬂl&d, what's urgency of ‘ivin‘ into
the rapacious demands of & protectioni
America? If Canada bas w fuﬁé
compromise its sovereignty lo remove
irritants of asbitrary wrniffs, the price is 00

5

high :
Besides, -Congress bas said a treaty won't

alfect its right tolevymttrnilini}'

No matier what the terzms of 2 {ree trade

Cazadian sovereignty, and equally uncerisin
ones for the Canadiza economy?

The irony is that Joe Clerk had the right
idea: be charted Canada's course as cleardy as
azvone czn. Whea will Muircoey stant
following it?

Satya Das is & Journal editanal writer
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PM says agricultural

By Alan Boras
of The Lsader-Post

OTTAWA — Prime Minister Bri-
an Mulroney has named the -au-

- tumn of 1988" as the deadline to find
-concrete solutions to the world agri-
cultural subsidy war.

- Mulroney. in a welcome address
Friday to the 14 member nations of
the Cairns Group of Agriculture
Traders, said that despite recent in-
ternational initiatives for re-
form."we must acknowledge the
crisis has deepened.”

Mulroney endorsed last week™s
proposals by the Organization for
Economic Co-operation and Devel-
opment (OECD) in Paris which
pointed to the General Agreement
?n Tarit{fx an:lm'r;ade (GATT) as a

orum for m teral agreements
to cut farm subsidies.

“*We are encouraging the tabling
of specific negotiating propesals as
soon as pessible with a view to en-
hancing the prospects for progress
by autumnn of 1983."

After the fall of 1383, hope for
landing a deal on agricultural trade
reform from the European Econom-
ic Community {EEC) and the Unit-
ed States will be uncertain.

Presidential elections in France
and the U.S. in the spring and fall.
respectively. of 1983 will change the
political climate for change.

If no deal is struck at GATT in
1983, Prairie farm woes could last a
long time.

Despite the progress made in the
next 18 months, Saskatchewan
Wheat Pool director Harold Yel-
land. an observer at the conference,
said some instability is bound to oc-
cur in the U.S. and the EEC during
presidential campaigns. :

*‘Regardless of what happens in
either country, there will be a peri-
od of instability and inaction on
some of these things with any
change of government.”

For farmers facing those dormant
periods. Yelland said further gov-
ernment support will be necessary
or Canada’s entire grains industry
could. "for all practical purposes.
£0 broke.™ .

e ———
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~ However, Ted Turner of Prairie
Pools Inc.,-said no country has to

‘walt for deals under GATT to end

the *“ridiculous™ .'.uhsxf és:sﬂ
The purpose of a agree-
tnent is to support fair trading in the
long term, he said
ing address for

Offering an opening
Canada, Canadian Wheat Board

‘Minister Charlie Mayer said the
Cairns Group must develop the “p‘o-.

litical will” to lobby and move the
major subsidizing nations towards
agriculture reform.

**The consequences of pot
succeeding are very dire
he said.

Several Cairns Group delegates
supported Mulroney’s expression of
urgency about securing a deal at
GATT.

“We camnot afford to waste any
more time. We have to act now,”
said Ricardo Lomobardo, Uru-
guay's vice-minister for agricul-
ture.

And quoting Pope John Paul IL
Ambassador Jorge Berguno ot' Chile
said: **The poor cannut wait.’

All nations approved of Mu%ru:ehye

i 's message (o
%ammgm Bconm;?nic Summit of the
seven major industrialized nations
in June. )

Many of the Cairns Group. which
includes Argentina, Australia. Bra-
zil, Canada, Chile. Cﬁltf:hm. TEq'ijx.
Hungary, Indonesia, Malaysia, New
Zealand, the Philippines. 'mailand
and Uruguay. said that if farming is
bad in the developed world, it’s
worse in their countries. (Fiji was
not in attendance.) ) )

Several developing countries said
agricultural trade reform will go a
long way to finance their ever-in-
creasing debt to the major devel-
oped nations. , ]

Argentina's representative Ernes-

Daie:/A yes
Page: £
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crisis deepening

tv Figueras said his country does
not want ~favors™ of moratoriums
an debt repayment to developed na-
tons.

It wants an ond to farm subsidies.
namely in the EEC. the U.S. and Ja-
pan. su prices will rise and Argenti-
na can again makc money from
furm cxports.

The Cairns Group chairman. Aus-
tralian Trade Minister John Daw-
kins. said the agenda included con-
sideration of previvus international
meetings leading up to this one.
strengthening and improving the
OECD communique. formulating a
message for Mulroney to carry 10
\'vnice and studying issues beyond
Venice.

. Those issues will include the
scheduled tabling by the U.S. of a
comprehensive plan for agriculture
reform on July 8 at GATT.

Since it will be the first such pro-
posal. it will be closely investigated

by other nations who should bring -

forth proposals in the fall.

*That's when we'll see the whites
ul their eves.” said one senior gov-
ernment offivial.

Then in September 1988, a min-
isterial review is scheduled to con-
sider implementing agreed-to re-
form proposals.

Normally. no GATT agreements
are adopied belore the four-vear
time limit is up and deals ar¢
phased in over many years.

So relief for the Prairie farmer is
not arvund the corner.

To date. the Cairns Group has won
-the intellectual battle.” said Mike
Moore. New Zealand's minister of
overseas and markeung.

Europe is no longer talking about
food security and the Japanese aca-
demics are now considering chang-
ing their massive subsidies and im-
port restrictions.

Muoore is now lovking for substan-
tial proposals from the major na-
tions for reform.

*“They have to put their consumer
mouths where their political words
have been.” Moore said.

Saskatchewan's Economic Devel-
opment and Trade Minister Bob An-
drew said the closed-door ncgotia-
tions focused on furtifving the
Cairns Group's diplomacy.

“They are using the-only vehicle
they have. You can't muscle vour
way through this.” he said.

Diplomacy with the large indus.
trial nations is the Cairns Group’s
only weapon. The group has no sig-
nificant economic or military
might. he said.

The group worked in a spirit of
~harmony and sweetness™ Thurs-
day afternvon. and a senior govern:
ment official said discussiuns
moved more quickly than expecied
w:etg all agenda items being constd-
ered.

-
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By Vern Greenshields
Southam News

A group of agriculture-exporting nations meet-
ing here is expected to hammer out a strongly-
worded communiqué today that condemns the ag-
riculture trade wars that are ravaging their eco-
nomies.

If the 14-member Cairns group holds true: to
opening statements, today’s final document will
vigorously endorse the agreement reached earlier
.this month at a meeting of the Organization for
Economic Co-operation and Development. .

That agreement called a truce in the escalatio
of the trade wars and promoted ways to help
struggling farmers other than by subsidizing pro-
duction.

The Cairns group (named after the Australian
city in which it first met last year) has become in
effect the anti-trade-war lobby in the current
round of GATT negotiations. Besides Canada, Aus-
tralia and New Zealand, members include devel-
oping nations like Chile, Indonesia and Malaysia.

They call themselves “fair traders” who are the
victims of the agriculture subsidy war between
the European Community and the United States.
They claim that while the richer nations have
only been made uncomfortable by the trade War,
the economies of those poorer nations are being

“Fair-trader’ nations lobby against
debilitating agriculture trade wars

cﬂ&pled by the crossfire.

there is any hitch to developing a concise
communiqué when the meeting ends, it could
come from developing countries who have hinted
that because of their poor conditions, they might
like to be excepted from some of the unfettered

_trade

.Prime Minister Brian Mulroney, who gave the
opening address Friday morning, admitted there
are “po magic solutions, no quick fixes,” to the
agriculture subsidy wars. ) :

Despite the importance being attached to agri-
culture at recent international gatherings, “we
must acknowledge that the crisis has deepened,”
as prices have continued to fall in reaction to in-
creased subsidy support elsewhere, he said.

The challenge is to get some early movement
toward solution at a pace faster than normal for
GATT pegotiations — an “early harvest” to end
the trade wars.

Mulroney, in mentioning one of his first specific
timetables, suggested that member countries look
for progress by the fall of next year.

"While International Trade Minister Pat Carney
called the meeting an extremely important step
on the way to ending the agriculture subsidy wars,
experts in international trade note it is only a
step, with the real mileage to be made at the

“GATT pegotiations.
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Agricuﬁural group backs Canadian bid
to seek freer trade at Venice summit

8Y JOHN KOHUT
The Globe gnd Mait

OTTAWA

A l4nation group of agricultural
exporting countries suppurts Cana.
da In efforts to seek liberalized
trade at next month's summit in
Venice of the seven leading industri-
alized countries.

Representatives of the so-called
Caims Group, set up last year (o
promote agricultural trade reform,
fear a continuation of large.scale
subsidies — maginly by industrial.
ized countries — will undermine
farming even more in both devel-
oped and Third World nations.

In his opening remarks at a two-
day meeting, Australian Minister
for Trade and Caims chairman
John Dawkins said the group must
discuss the contrast between “posi-
tive signals’ at International trade
gatherings and “such issues as the
dangerous mood of the U.S. Con-
gress and the many totally unaccep-
table legislauve proposals it has
spawned.”

Among the moves providing some
grounds for optimism was this
month's agreement in principle hy
the 24.nation Orpanization fur Eco-
nomic Cu-operation and Develop-
ment to strive for a progressive
reduction in assistance to agricul-
ture, he said.

One aim of these talks is to con-

sider the scope for action by the
Cairns Group *'to0 support a pesitive
outcome in Venice,” he added.
Canada is the only Cairns member
that will attend the G-7 meeting.

Prime Minister Brian Mulroney
has placed agriculture on the agen-
da, as he did at last year's summit
in Tokyo. .

The Cairns Group, whese name is
derived {rom the Australian town
where members first met, includes
countries as diverse as Colombia,
Thailand and Hungary, accounting
for about 25 per cent of world agri-
cultural exports.

Delegates in Ottawa have
stressed the need {or concrete steps
to reduce export subsidies. Brazi.
lian Ambassador Thompson Flores
said that, despite expressions of
cencern at an OECD meeting in
Paris, *‘we must recognize ...
there is still a long way to go before
we can reach the sort of comprehen-
sive agreement we all have in mind.

“We are stll to be shown some
concrete steps in the direction and
political will to effectively improve
access to markets and to eliminate
export subsidies.” .

Malaysian Minister of Primary
Industrics Lim Keng Yaik criticized
developed countries whose farm
practices contradict verbal commit-
ments to create a liberal trading
climate.

Specifically, he said a recent
Eurcpean Community proposal to
levy a tax on vegetable oils and fats
- t0 stabilize EC olive cil and oil
seeds production and to assist the
EC In covering its farm budget deli-
¢it = will penalize lower-priced oils
such as coconut and palm oils pro-
duced by developing countries.

Also stiending the opening ses-
sion of this meeting were observers
from Japan, the EC and the United
States,

Len Condon, deputy US. trade
representative for agriculture, said
later that the United States agrees
with the principles backed by the
Cairns Group.

He gaid the group's importance
lies in being a third force in the in-
ternational arena, where the United
States and the EC have been at
odds. “Caimns is a political force out
there .’. . laying groundwork for
negotiations.*

The Ottawa meeting comes two
months before a conference in
Geneva of the General Agreement
on Tari{fs and Trade. The current
GATT round, which started last
year at Punta del Este in Uruguay,
inciudes the discussion of apricul-*
tural trade {or the first time.

Observers said that, if any major
moves are 10 be made in this area,
they most likely will come from
within GATT, rather than {rom any

other organization.
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Mulroney

in agricultur

By Brian Cole
Winnipeg Free Press

OTTAWA — Prime Minister
Canada will

Mulreney $3ys soon
wable specific proposals far world-
wide agricuttural trade reform and
to ses real progress io the
bartle against trade distorting subsi-
dies by the aunumn of 1983
He made the remarks while cpen-
ing an international agricultural
trade meeting here yesterday which
featured countries {rom South
Ammerica. Asia and the Scuth Pacif-

i

The meeting of countries, known
as the Cairns Group of {air trading
naﬁm.isbdngheldmhammerom
a joint strategy for resolving the
agricultural trade crisis which has
nurt farmers around the world as
well as western Canada.

It also is expected to provide
Mulroney with a mandate today to

for quick acticn on agricul-

tural seform at the GATT talks when
he attends next month's economic
surpmit in Venice.

Formed

Cansds ls the cnly member of the
14-member Cairns Group, formed
1as5t year after a meeting in Austra.
lia, with membership in the szven-
member suramit group.

In outlining Canada’s position,
Mulroney zeroed in on the need for

and the United States t0
substantially cuxt back o3 subsidies
ip order 1o return sanity to agricul.
twral trade — a view echoed by the
countries antending the meeting.

“We must continue 10 bring such
persuasive pOwerS as we can to bear
on the Americans and the Europeans
to call a halt to their trade war,”
Mulroney said.
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Mulroney did pot elaborate
nmmofcamda'spmosmforthe
{ortheorning GATT pegotiations on
sgriculture, set to begin in Geneva
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western premiers’ agenda

By Nelil Scott
of The Leader-Post

Agriculture, economic diversifi-
cation and federal-provincial rela-
tions will be the key topics discussed
at the annual Western Premiers’
Conference, which gets under way
tonight in Humboldt.

A variety of other topics including
tax reform and international trade
will likely be discussed at the con-
ference. which is scheduied to con-
tinue Tuesday and end just befure
noon Wednesday.

While a case can be made that
western premiers’ conferences have
sometimes been much ado about
talmost) nothing, Premier Grant
Devine would disagree.

He said there are plenty of im-
portant issues [or the premiers to
discuss. and cited the on-going free-
trade talks with the United States.
the recent moves to bring Quebec
into Canada’s Constitution. the up-
coming federal initiative on tax re-
form and the continuing problems in
agriculture.

The mecting gives the western
premiers a chance “to identify and
agree on the most important issucs
in Western Canada.” Devine said in
a pre-confercnce interview. The
premiers can then speak out togeth-
er “to the public and to the country
and to other governments. particu-
larly the federal government.” he
said.

Devine expects therc will be a
strong emphasis on agriculture. He
said he wants to discuss the magni-
tude of the agriculture crisis. what
can be done internationally to cnd
the grain-subsidy war and lo help
Canadian farmers cope with the sit-
uation.

A '"staggering amount of money"

is spent on agricultural subsidies in
Eurvpe and the U.S.. Devine said.
He added that as much as $5 billion
in government subsidies would be
required to enable Canadian farm-
ers to compete evenly with subsi-
dized farmers in the U.S.

Following adiscussion on agricul-
ture, natural resources and trade
Tuesday morning. the premiers will
discuss economic diversification
Tuesday afternoon.

Federal-provinical relations will
be the topic at the final working ses-
sion of the conierence. to be held
Wednesday morning.

Although there are no working
sessions today. the premiers will at-
tend a welcoming receplion tonight
that will get the conference off to an
informal start.

The conference this year will be
held in a somewhat diflerent politi-
cal climate than those of the past
couple of years. when many of the
premiers were mindful of the fact
that provincial elections would have
to held soon.

But a2 series of elections were held
last year and all of the western
premiers now have fresh mandates
and 1perhaps) less incentive (o play
politics at the meeting. .

Three of the premiers who attend-
ed last year's conference in Swan
River. Man.. are back again this
vear. The new {ace in the crowd is
British Columbia Premier William
Vander Zalm. ,

Vander Zalm could be an interest.
ing man Lo watch at the conference,
but it is possible he will be distract-
ed by developments in his own prov-
ince. where relatjons between the
government and public employees
are once again tense.

While Vander Zalm is a member

of the conservative Social Credit
Party. and Devine as well as Pre-
mier Don Getty of Alberta are Pro-
gessive Conservatives. Manitoba
Premier Howard Pawley is — as 2
New Democrat — on the opposite
end of the political spectrum from
the other premicrs.

Pawley. who was incensed a few
months ago when the federal gov-
ernment awarded a maintenance
contract for CF-18 fighter aircrafl to
Quebec instead of Manitoba. could -
raise that issue at the conference as
well as the broader issue about the
awarding of [ederal contracts.

While the western premiers have
issued communiques in the past en-

dorsing free-trade talks with the .

U.S.. it will be interesting to see

what position Pawley takes this ~

year.

As for Getty. he periodically has
expressed exasperation with the
economic policies of the federal gov-
ernment and has also pushed hard
for constitutional reform.

While the western premiers’ con-
ferences are traditionally held in
smaller to medium-sized communi-
ties — with the four province’s tak-
ing turns being host — the fact that
this year's conference is being held
in Humboldt is not without its iro-
nies.

When the provincial government
decided last year to hold the confer-
cnce in Humboldt. the Humboldt
seat in the legislature was held by
Progressive Cofiservative MLA
Louis Domotor.

But in last October’s election. the
voters tossed Domotor out of ofTice
and elected the NDP candidate Eric
Upshall to be 1heir MLA.

Devine insists he is stiil happy to
be guing to Humboldt. -
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Exporters
decry food
subsidies

By Brian Cole
Winnipeg Free Press

OTTAWA — The Cairns Group of
food exporting countries bas called
on Europe and the United States to
move as quickly as possible to dis-
mantle the devastating regime of
subsidies that has crippled the {arm
economies of countries around the
world.

The group ended its meeting here
yesterday by giving Canada the
to use next month's eco-
nomic summit meeting in Venice to
push long and hard for quick action
in the upcoming GATT 1alks on
agriculture set o begin in July at
Geneva.

As well, the Caims Group wants
Prime Minister Mulroney to lobby
the leaders of the world's mast pow-

‘erful nations to register their com-

mitment to the principles their gov-
ermments endorsed during a meeting
of the Organization for Economic
and Co-operative Development in
Paris earlier this month. -

Head off trade war

In doing so, the group wants to
head off growing concerns about the
possible re-escalation of a trade war
gue to imposition of additional pro-
tectionist measures in Europe or
moves in the United States to expand
its export subsidies.

“It is vital that the heads of .gov-
emments of econdmic summit coun-
tries . . . give agriculture high prior-
ity on their agenda,” the nations
making up the Caimns group said ina

communique yesterday.

“Negotiations should proceed in
Geneva at such a pace that, by the
end of 1988, agreement i reached on
an international program to reform
and hbera.hze international trade in
agrimlture

The Caims Group emphasized the
importance of the explicit commit-

See GROUP page 4
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Group fears Europe
will upset food market

continued {rom page 1

ment to reform by Europe and the
United States in the OECD agree-
ment. _

“They saw this as & major step in
development of political will neces.
sary if the rhetoric of cultural
reform is to be translated into con-
crete commitments to improve ac-
cess and progressively phase-out alt
forms of subsidies which adversely
affect trade,” the communique
said. '

But the communique also warned
of patential trouble, including a Eu-
ropean proposal to institute & oil and
fats consumer tax. '

“While there have been positive
signs of price support restaint {n the
EC ... ministers expressed serious
.concern over proposals by the Euro-
sai

“They affirmed that it would ad-
versely affect the trade of several
fair-trading nations and would risk a
serious de-stabilizing trade dis-

" the communique said,

The situation in the United States
is potentially even more serious, the
communique sald.

It noted that despite the Resagan
administration’s intentions to cut
subsidies, the U.S. congress is con-
sidering legislation that would
“damage innocent partners,
break U.S. GATT obligations and
severely impact upon the interna.

tional climate for reform.”
However, despite these potential
problems it appeared the Cairns

Group was ely unsure of how it
would react if measures came
to

pass,
Asked about possible action
against such measures, Trade Min-
ister Pat Camney said there was no
advantage o “*beating up countries’’
through retaliation, even though
retaliated against the Unit.

ed States for attacking the cedur
shakes and shingles industry last
year.

Whest Board Minister Charlie
Mayer told reporters the situation
was hypothetical, adding reaction
would have to be assessed at ihe
time the acticns were impivmun:.
<d.

However, he did sav such avtons
wuuld be **very disturbing.™
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Trouble on farms
dominates agenda

By Fred Cleverley e 23 Joug a3 Canadian farmers
P8 are canght in the trade war
HUMBOLDT, Sask.- For the fg’;m between the United States -
first time in four years, free trade.. the European Economic Com-
is pot expected to dominate the munity.

talks being heid here this week by  “lamgoingtobuild onwhat 1 did
the premiers of the four western  last year,” Devine said. I put to-
for dropping free trade down an the ™ guher the Information that said we
agenda. The first, and most OOV ryid bave to have about $3 billion
ous, is that there is little the West- o g, grmpa) basis to compete with
mgmmcgndomhﬂlumce. Americans. ['m going to have somne
the “fast track CU-  pnew figures this year which will
reatly under way between Can2da  gipgrantiate the! ‘and more. I'm
is the financial trouble bearing  qa) premiers in Western Canada to
down on western agriculture. with me and be pre-
e e O e e Pared io cogperate with the federal
Meech Lake accord, which was  Borropes 0 $¥H8 some more
by the four weslern Pr& Devine is convinced that Ottawa

miers and is in the process of being  wif) pex listen to Ontario Conserva-
put into constitutional tives who are beginning to say
s'askatchewanpmmerGrant is eacugh. “I know the minister of
Devine's plans to keep agriculture  gopycyitpre in Ontario certainly
and its problems front and centre  gypoares deficieacy payments. |
during the two days of think he would put his farmers up.

Last year when the premiers met irst people in Toronta.

“] know they (Ottawa) don't have
a lot of extra money, but they know

a shopping list when he that the U.S. is continuing (0 subsi-
about billions of dollars in federal 4 exports and the Europeans-are
aid coming- to Capadian agricul-  conpnuing (to do the same). Al-
ture. His prediction that & mini-  pppoh there are some agreements
mum of $ billion would flow from ppys guggest we can move to less
Otuawa came true a few menths subsidy in the interim you've got to
iater, in the middle of his OWD . ceeegert your guys.”

provincial electicn campeign. . Devine is not expecting too much
The way in which it was ao- on the peed for more aid
mud,lgymsﬂmlhﬁm mmwmmm&wmb
at humor W,Pﬂmem,mprmim. el is he expect.
tarDchazanlmrskwaotbwm ing any of them to be getting second
be was being fummy by suggesting - thoughts about what they agreed to

“] find (in Saskatchewan) that
people would like to see Quebec

being : part of the country. To do that if it

means that a province like Sas-
katchewan or Manitoba has aveto ]
think that is fair ball. 1 don't see
anything wrong with having 2 bit
more influence over federal spend-
ing — that would sit well with
chewan and | suspect with
Manitoba pecple. I'm not sure what
the hang up is other than Central
Ontario may be a little
that they are losing a
little bit of power out of the middle
but that would not bother the
rest of the country.” .
not think that the
West has thrown away a chance at
Senate reform by agreeing to Que-
bec's demands first. ““l say that, -
. pumber one, you cannot have Sen-
ate reform or any other kind of
- constitutional reform without Que-

]

i

:
i

bec. Secondly, Section 41 in the
Constitution on institutions is
changed only by unanirsous con-
sent. Section 42 which deals with
the Senate and other things was
criginally going to be unanimous as
but, for some reason or other,
they just modified it. So now we are
putting it back into being unani.
mous.

“Third, 1 don’t think you are
going to get Senate reform if Ontar-
io and Quebec don't want it any-
way. So if they are going 10 have a
veto, we might as well have a
veto.
ﬁ;;ﬂwr:.t&eleg mih say that [ am

y o view that any changes
that involve Parliament, or the Sen-
ate, or bringing in new provinces
should be unanimous. 1 would hate
t0 szy We wre going to bring in a
new when three or four of -
the provinces don't like it. How
wald you {eel? Not very welcome
at the tee party. Some things should
be difficult to change and | think
unanimity is 8 fair compromise.”
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D DEBTOR NATIONS COULD GAIN ,:3_' ——
tlcorp Succumbs ,to the Inev1table ~

full value. Mr. Reed's $3 billion pro
ByMARTIN MAYER sion against losses, in other worc
: will show up over time as an increa

ITICORP’S decision to take a $3 in capital end in apparent strength.
| billion reserve against its third - ;Recently, the Fed apparent
world loan portfolio is in every agreedtoendthlsclmrade and w
‘relcome, as & sign of rationality propose some new rules in the ne

few weeks. The hunch here {sthat M
.Reed moved now to get in under t!
wire, to make sure his recognition
the losses on his predessors’ loal
- could be made to appear nothir
-more than a rearrangement of tt
_ Citicorpbalance sheet. -
Finally, the Treasury and the an.
lysts have persuaded most financi:
reporters that Citicorp’s action si;

pointed out, take away the nals a hardening of the banks’ att
{awound. tude in future negotiations with Lati
market has ized debtors. A more perceptive view aj
of the Josses the banks and _peared in “The Lex Column** in Lor
at the Federal Reserve don’s Financlal Times, which fon
Department have saw a “downward spiral tn ‘whic
refused to acknowledge. Joans are marked tg a discount, bo:

me when many stocks are sell-

n _ \ . 3 " rowers turn nisty about paying eve
and more times earnings, what bankers get paid for,” atdthat - . The people who are committed to _reducedinterest, andsoon.”
money-center banks have ‘‘eventsof the past dozen yearswould  giving the Lating better opportunities ©  Mr. Reed has established a fun
ewering at six or seven times  seem to suggest that we have been o grow must now be up and about to  from which concessions can be mad:
Atthe end of last year, re-  doing our job reasonably well™ - * - develop a .strategy, something that to the debtors without further impac
Secretary .J can be rammed through Congress on his bank’s profitability. Ead
financial, with trivial foreign Baker 34, whose initistive to restore and (especially) the Japanese Minis-  debtor will want at least his share o
. try of Finance quickly. For this pur- that fund, and there will be little rea
) the  pose, the strategists must recognize  son at Citicorp to deny him. Manufac
{facturers Hanover and  detritus of the Citicorp explosion, has that Citicorp will no Jonger contribute turers Hanover and the Bank o
) the joined in the chorus of praise. And ~ muscle or ‘money, and statements America clearlyewill have differen:
Tirket at between €0 percent even the Federal Reserve, which that the banking company is still a views, as Mr. Reed Indicated wher
peccentof book. / -Jeaked to The Wall Street Journallast part of the team distract from the (and this will not be forgiven ddm) he
! ‘fall the intensity of its chalrman’sdis-  work that has to be dane. let the press know that before coming
pleasure with Citicorp’s slow re-  Moreover, Citicorp has taken ad- forth with his announcement he had
L sponse t0 a demand for new loans to  vantage of the bank regulators’ mis- called the chairmen of these banks
meat would protect the banks  Mexico, has made soothing noises. . Jeading accounting standards to andonlymeaebax&stodeuverm
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igainst losses on their Latin Until now, the game has been to  presentits actien as though the losses  news personally.
e shares were grievously un-  pretend that the Latin debtor nations,  were really good for the bahk andfn  Stll, on the fundaineritals Mr, Reed
#4 It should have come as lit- apart from s handful of desperate 'uoww for the stockholders. is right. The banks must share in the
then, that the first reac-  losers, merely had a liquidity prob- -Haere’show that works. , Josses from past overiending. More-
's brave statement lem that the banks could manage, ... - - .. . ‘over, the debtor natlons ultimately
WIp runup in ftg stock. Inves-  with a little help from the .Govern- USINESSMEN drawing up ~ will be better off if thelr costs are cut
kems,fegl more comfortable ment, by carrying the deditors. Any their balance sheets deduct by bank concessions ¢n Interest rates
who tell the truth, statement to the contrary was ) thelr aged unpaid accounts re- ormpﬁnclpalrepa nents (through

de-

X Wrong people are saluting, nounced — by Paul A. Voicker at the  cetvable from their assets. And under ckaﬂg debt as cut-priced
; ! stock © Securities and E:nds selling what may be bar-

analysts or Citicorp itself — as dan- sion rules, banks presenting their galnswtbepubuc),manumdrbms
conclusions are being gerously natve. statements $o .stockholders and the paid by expanentially growing
'hlterwmtnn,formerdulr Citicorp’s action is an admission public must deduct their loan loss re- debt as Dew mcney bomwed
Glicorp, has hailed the action ~ that the debtor nations really dobave  serves from their total loans before %mmun
Recessor, John S. Reed, as & solvency problem requiring a reor- the balance. But Federal and mwcleardteblockndeofpast
5 Butonly a year ago he was nnluuouttmmrtoaunkmptcy state } authoritiey {and po .° mistakes have béen impeded by the
g o his pook LRIk & proceeding rather than mere adjusi-  other regulators in the worid) permit mmpmavecnhmmoz
Mukletmter Words,” that be ment. The need for a repewed our banks to show loan loss reserve  big banks the guidance of a sin-

a loss on an interna- Vnouofruamhwtheaeecono- 'up'artoftbeir“pﬂmt_ygpnal,”' ﬂ&mk:dedl-‘ed.l(r.kwdsacﬂom
(.7 %

'“f“}'er authér of “The cause the Unlted States

; trade r
Y among other works, is amotbedgnmcanﬂydentadwtth- Tules, xnlyen'nnme'ao hdude. uun nawtha(thepiedP ris
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The non-crisis of Third World debt

LONDON — “Countries that tske that action
(stopping payment on their foreign debts) will
probably oot return to international capital mar-
kets in this generation,” said the banker, who de-
clined to be identified by pame. It's difficult to
look menacing wben* you are dressed in a pin-
stripe sult, but be was trying quite bard The
waves of fear in the Third World, bowever, were
potabls by their absence.

Last mooth, with great regret, I took my own
acticn oo the debt crisls and killed the Spanish
translation of this column. Ten years ago it was
a bandy source of extra income — and even last
month it was still appearing in most of the big
cities of Latin America — bat it has been a long
time since it covered its costs.

By the end, I had accumulated between $50,000
and $100,000 of uoncoliectable debts in Latin
America (I just gave up keeping track after a
while) With tramslation costs alooe runnming at
about §7,000 a year, my perscnal ecooomy could
pot stand it any more.

Most of tbe papers just stopped payisg as their
sources of foreign currency drisd op without say-
ing anything sbout it, but somne were very gentle-
manly. I could paper at least one bathroom wall

ment — Brazl Ecuador, Nigeria and Peru —
and at least a dozen more that bave used veiled
tireats of doing the same to extract better terms
from thelr creditors.
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cnce began to adjust their accoants to cushion the
blow of defaglt that they saw coming evenlnally. -
By pow all the necessary have bees
made, and even a mm: by Third
World debtors would no longer bring down the
eatire international financial system. In any case,
there is not golng to be a wholesale default
Many of the major debtors wmay follow Braxil's
example and stspend paymoent of interest (hardly
capital for
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{(Gwyrne Dyer s 8 Carecen comeenexy Dased 1 London. )



OTTAWA — These is a custom in Oluwa

'.“"

tory” as the briclers solemnly informed us,

§0ne good reason for wsmng Regina

" which, like a Jot of local custums, ullerly
* defics common sense,

Whenever a foreign head of state visits,
the External Allairs Department holds a
briefing for reporters ahead of time to
oul the agenda, *“red-pencil” the major irti-
tants and “contextualize™ the overall trade
plcture. _
ambassadors, *“*personality” burcaucrats
spill out their insights, quips and reserva-
tions in front of two dozen reporiers lor a
couple of hours, then cveryone pretends the
conversation was “off the record.”

Reporters are solemnly informed that all -

information must be attributed only to
"scnlor government ofticials,” even when
they are reproducing banal quotes lrom
people they know perfcctly well.

Last week the depariment Inieled repor-
ters on the visit of French President Francols
Mitterrand and one of the mystery biiclers
was Lucien Bouchird, our new ambassador
to Parls, a close personal friend of Brian
Mulroney's, a thoroughly likable and down-
to carth fellow who appears to be more poli-
tician than diplomat.

What Bouchani had to say about Canada-
France relations woulld have made an
interesting story partly because of Bou-
chard's ncwness on the scene and because
ol his fairly straightiorward manncr. But his
insights were buried in 2 log ol quasi-ano-
nymity.

To be blunt, there is something tunda-
mentally ridiculous abwmt diphomnacy and it
‘seem$ even sillier whea the French are

sy

involved, perhaps becsuse they invented R
and still take [t so seriously.

At the Mitlerrand briefing some misguided
reporters insisted pn asking questions of
substance: Would amwthing happen on the
Canada-France fishing dispute? Would this
visit directly enhance CanadaFrance trade?
Were any trcaties to be signed or agree-
ments to be reached?

But these olficial visits are never about
substance, although briefing papers have (o
be churned oul (o satisly the voracious
appetite ol the news machine and 1o keep
bureawcrats busy.

The scal point, for both sides, is to make
the cvening television news, prelferably in
lormal evening weas en route to a glittering

ala.
’ As for the Miticrrand visit, Mulroney sees
it not as an opportunity ta solve the dilficult
Newfic fishing dispute so much as to adver-

ilse his newly minted concern lor the .

West.

This Is a prime minister who has actually
talked the president of France into visiting a
farm oulskgc Regina. “the first time i his-

“that a l"rench president has crossed the
Ottawa River.”

We are iavited to notice that Mulroney has
forced France to recognize that this country

' isn’t just Quebee and the rest, but a diverse

and rich lnvestment opportunity trom coast
fo coast.

the West this time. omchu' upwn’ that ﬂy!

ing fasther west would lavolve too much

* ime"” in the air on what is only a four-
day visil.
lollt,lc Regh is well ! :

us, Regml pretlty lhett'atmd
the country.

Andlmides Saskatchewan Premier Grant
Devine visited France last year, and *he Ekes
France and his daughter studied in France
last year .. :ulheummlcmtnuldlon.
As are the others s (prewmiers).”
itugoodemmghteuonbvhl
o me.
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‘armed

camp’

Suft Reporter

ey

Vancouvet will tura into an armed
camp for the Commonwealth sum-
mil m October.

And busy downtown streets will
face traffic chaos as 48 heads of state
are moved around under machine-
gun-toling escorts.

A task lorce composed of thou-
sands ol Mounlies, army personnel,
city police and security service mem-
bers is now being assembled.

it’'s believed to be the largest
security operation in Canadian his-
lory.

The biggest one so lar in B.C. came
in 1984 Pope John Paul N visited
the Lower Malnland.

Thousands of police look part in
an operation costing miions, |

But 'the security operation
launched for the Pope’s visit is pea-
nals compared to this,” said one
diplomal responsible for oversecing
security for his country’s leader.

Details of security for the Common-
wealth conference are being kept

, secrel,

But it Is known that armed sharp-
shooters will be sjationed on rool-

tops,
Army helicopters will be used at

times (o ferry the 48 heads of state
around the area.

Anyone entering from the U.S. will
be thoroughly checked.

Thousands of police are even now
putting known or suspected lerrorists
through rigorous security checks.

The Commonwealth jeaders and
thelr key ministeys are (o gather in
Vancouver for the live-day meet on
Oct. 13. The Queen, head of the Com-
monwealth, Is also expected.

Extremely tight security will be

to several leadess whese lerror-

is a problem.
them are:

'8 Biitish Prime Minister
Thatcher — targeted by the lrish.
Republican Armwy. The [RA Is known to’

raise funds in Canada and the US., -

where it has representatives.
# Indian Prime Minister Rajlv

Gum—m‘ﬁedbymhlam!su._ ;
Gandhi’'s mo was assassinated o |

s
1984 by her two Sikh bodyguards and
India regards Vancouver as a major
base of Sikh militants. )

R Sri Lanka's Junlus Jayewardene
— targeted by Tamil lerrrorists. n
the past year thousands of Tami) refu-
gees poured into Canada, Some are
suspecied of belonging lo Tamil ter-
roris! groups. .
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Ry GARY MASON
St Victacia Bureau
FICTORIN — N profonnd con-

cerns about the state af Cagla’s
weslern ceonomy, Ceemivr Bill

Vinder Zalm beaves tindisy for & two.

Jgy sunonit with his cantergarts

frgm Saskatrhewan, Mberta and
Manitoha,
he western premicers' annual

cénference, which begins Tuesday
id Humboldt, Sask., is expecled lo
dpal with everything from the plight
of farmers (o the Mecch Lake consti-
Igtional accord. - '

«Faced wilh a chaotic international
gtain markel and fragile oil and
nlining industries, the resource-de-
pendent western provinces have
bhz;:n forced (o turn to Oltawa for

p.
.The stark conlrast belween tho

rich cconomies of Ontario and Que- °

bec and the beleaguered west has . programs to the west as opposed la

robleme
Y M\Wtdd“ﬂ

.
J

made “reginnal disparity™ the busz
phrase at ulmost uny conference
attended by western premiers,

Vander Zalm says (he question of
regional disparity wiil likely be dis-
cussed at Humboldt,

*And I'm sure we'll be looking
very carefully at Western Canada
and its vole In Confederation and
what the (reatment fvom the various

the east has been,” sald the premier '
in an interview before leaving for

the confercnce. )

The premier sald that includes
finding ways to cnsure the west is
being fairly represenied on federal
boards and commissions, which, he
said, are dominated by Onlario and

Quebee.
*Equily, fairness, good represen-
jation. Weslern representation in

?

~ Summit to focus on western

decision making in Otlawa will be
much the topic.” he sakd.

Unlike Alberta Premier Doa
Getly, Vander Zalm has avaided
ralsing the specire of western
separalism.

‘3 “There's western alienalion, yes,
but it's not scparalism,” said Vander
Zalm. “But (here's definitely a feed-
ing of alienation. Bul we're going 0§
address all of that,” L

The premier said B.C. has |'
Lo address the “alicnation™ probm'm.
with the estahlishment of the joint~

federal-provincial council of minis- .

lers.

Vander Zalm is aware of thé actl-_
vitles of the Reform Association of
Canada, a respecled group of west-
ern businessmen and intellectuals
gathering In Vancouver next week-

. end o discuss the west's economie
and political luture,

Among the oplions the assoclation
will be exploring al their meeting
“will be the ereation of a new federal
party that would represent the
interests of Western Canada.

The premiers will also be discus-
sing the Mecch Lake accord, which
Prime Minister Mulroney hopes lo
constitulionally ratify at OQuawa in
another week.
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' f state protocol
- and timely questions

Al leust one prediction can be feurlessly made
concerning this week's state visit to Canadx by French
President Francois Mitterrand: it will not produce the
~ort of calculated insult Canadigns heard on the occaslon
uf the last such visit 20 years ugo.

No ore of thinking age at that time could forget the
pi=tol-shot words that ended Charles de Gaulle's speech
fruns the balcuny of Montreal City tfall: “Vive le Quebec
iibre.”” The rallylng cry ol the Quebec separatists was
vonstrued as « deliberate act of provocation to Canadian
federalism, 2 crass breach of protocol.

But twday's circumstances are vastly different.
Mitterrand Is no haughty egumauniuc, separatism is no
longer a burning issue, the Meecch Lake Accord {s
ushiering Quubec into the Constitution, and Canada’s
present prime minister is a native son of Quebec who
modestly sees himsell as & link between the world's
{rancophune und anglophone communities.

Brian Mulroney headed the federal delegation to the
first-ever Francophone Summit in Parls 15 months ago.
He established a good relationship with Mitterrand. and
vb\iously sees this visit as an opportunity to further
strengthen diplomatic ties between the two countries, In
addition, Quebec will host the second Francophone
Summit this September.

Not surprisingly, therefore, strenuous efforts will be
made to preserve harmony and downplay conflict during
Mitterrand’s visit. (It’'s no accident that the French
president will visli English Canada, including Toronto
and Regina. as well as Ottawa and Quebec).

Canudian officialy say the major issue to be raised Is
the question of Canada-France {ish negotations over
disputed waters south of Newfoundland. But, they add,
there will be no negot{ations as such and no breakthrough
Is expected.

Naturally. One wonders, though, just how vague the
whole discussion will be. Will it include, for example, any
mention of the telegram sent to Mitterrand last week by
politiciags from St-Plerre-Miquelon, urging him to bafl
out the economy of the French islands or turn them over
10 Canada? Then again, will Mitterrand tact{ully suggest

that Canada revoke its order of last March, closing all -

Canadian ports to French {ishing vessels?

Officlals may be correct in saying that tha {ishing
agreement!s the only serious issue of contention between
the two countries. But there is another issue of far:
broader international significance that should be on the
agenda — an official Canadian, protest about French
nuclear testing in the South Paclfic. ’

Desplte strenuous opposition from New Zealand,
Australia and the island states of the South Paclific, the
French program continues — with unknown environ-
mental effects for the region. Surely it would not strain
the limits of courtesy If Brian (as lesder of a Paclfic Rim
nution) werce tu usk Francols a simple question: If the
nuclear testing is as safe 2s France insists, why not
conduct it on home turf?
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‘Big Steel’s
rusty ploy

ASHINGTON — American steelmaXkers con- 1 ’ game
gregated in Washington the other day for thelr
annual rites of spring. To give credit where it is doe, US. Trade Representa-
That's probably the mest accurate way to descride tive Claytoz Yeutter seems to be fully sware of the rust
the meeting of the American Iron and Steel [nstitute, bowl barors’ game. He has been less than exthusiastic
the lobby that once shook the eccnomy, istimidated mmmmmammxm‘;z:wm

Congress and gave presidents tions.
But times have changed and the stsel baroms rule tack an Canadlan commerce, like the coe on lumber,
weald kil the free trade initiative. He also Xnows that

over the largest rust bow! known to - OF 90
they would have you believe. Thelr industry is on the

dumps, they can't compete witk foreigners, among
whom Canzdians have 10 rank as the most beastly.

than it has let on thus far,

Washington is more keenly interestad in signing a free
. Last y Yeutter met with the Con

Unlike the Japanese, Koreans or Cazadi. Steel Cavcus. Ee was invited, cally, to the
ans have refused to sign a “voluntary restraint sgree- cmaduntnemden':ﬁzh According 10 those
ment” limiting steel exports tothe US, trade fair what Yeutter told the closed door cozclavecan
and square, do not dump or sgbsidize production and mmduyhahww&.nmmpr:ﬁmm
have nothing to apologize for. beea made by early fall, President Reagan will ask for

To common-sense people the case would seem cut an extension of the fast track autbority under which the
and dried. So long as the U.S. maintairs an open econ- talksare condueted.
omy and billicns in goods to Canads it must, This usderscores several important points.
under existing international rules, permit Canadiansts First, the negotiations are progressing far more slowly
trade in its market. than either side has been willing to admit. Second, the

Unfortunately, that's not the way it works. Becawe Americaps are far moze willing to m
until a few years ago American steelmakers could than they have indicated up until now t
dictate prices and treat custormers like dirt, a bard to Reagan must be taken at his word. He has said for years
comprelend arrogance still dominates their thinking that a free trade deal with Canada is a top objective of
For decades they jgnored technological advarces. Now his presidency.
m?wantmeretolthewcrldwwmunhyw&np. Clearly, the situation is 1f Canads knuckles

o get their way the poor rust bow] barons are under acd curbs of staed it will proba-
pulling out all stops. ’ bly bave made a pseless e on. Buld& ghat .
would be the ne trade after that? '
Jaxnayers.competitors get the bills Bowerer, by ftidng p 1 the see] obby, Canada |
Unabashedly, the stee] industry takes lor granted guaractees its tion to any trade agreemest. .
that foreign competitors and American taxpayers, not It would be silly to pretend the rust bowl barocs are

its shareholders, must pay its biils.

The rust bow) barons {eel Canada must knuekle
under on steel or they will derail any free trade deal.

Bot that's half the story. The other half is that Ameri-
can steelmakers are scared that, in a iree trade seiting
Canadians wil] take not the present three or four
cent of their market but perhaps 10 or 1S per cent.
Steel i3 dead set against free trade no matier wha
concessions are offersd.

The Americans are right to worry. If with all the
political pressures and administrative obstacies Cana-
dians keep selling so much stee] south of the border they
must be doing something right.

o«

dead
Bm&gdrphmmbemudbyaurdully
trehestrated counter-lobby — becatse Amerjcans don't
bave much sympathy for Steel parading a3 Orphan
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Group sets objectives

for agricultural reform

By Alan Boras
. of The Leader-Post

OTTAWA — After three days of
closed door meetings the Cairns
Group of nations agreed to five
wide-ranging objectives for pegoti-
ating world agricultural reform at
the General Agreement on Tarifls
and Trade (GATT). In a commu-
nique released Saturday, the four-
teen member countries called for
“rapid and substantial” reduction
in farm subsidies to insure freer
trade. )

The group invited Prime Minister
Brian Mulroney to carry the Caimns
message to the Venice Ecoromic
Summit of the seven Western indus-
trialized nations in June.

To date, the Cairns objectives
have been voiced only at ministerial
meetings.

_Mulroney’s message will take ag-
riculture to a new political level,
said Wheat Board Minister Charlie
Mayer. *The ultimate in ‘forum’ Is
at the heads of state,” Mayer said.

International Trade Minister Pat
Carney said the group’s consensus
adds 11 countries to the statement
last week by the Organization for
Economic Co-uperation and Devel-
opment «OECD:. which committed
all 24 members to a truce on the es-

calation of the agricultura) subsidy
war between the European Econom-
ic Community 1EEC) and the Unit-
vd States.

Carney said the group's lobby ef-
fort is largely responsible for the
OECD truce and farmers would be
in a lot worse shape without the
Cairns work.

"We have a third force that is
forcing the world to address these
issues by moving collectively.” she
said.

Al the press conference following
the meeting. Carney outlined a se-
ries of seven international meetings
dt_mng the next year concluding
with next year's economic summit
in Canada as further forums for
change.

“It is by using all these opportuni-
ties and building on the progress we
make that we will eventually
achieve our goal,” she said.

However, farmers will have a
long wait before reaping any eco-
nomic benefits from the Cairns
moves at the farm gate.

*To suggest that you can solve
this problem overnight is ridiculous.
It took us years to get into it. It's
taking us years to get out of it, but
the fact is we've agreed and we're
pushing for collective efforts to
::‘\lr.e in that direction.” Carney

Australian Minister for Trade and
Cairns chairman John Dawkins said
both the EEC and the US have ad-
vanced proposals for reform and
they would not exist without the suc-
cessful Cairns push to have agricul-
ture placed on the GATT agenda.

The five negotiating objectives

‘are aimed at all GATT officials.

who. over the next few months, will
investigate and establish specific
measures to reform agriculture and
reduce subsidies at home.

The first proposal will come from
the U.S. in July. Other countries arc
set to follow in September before be-
ginning specific dealings.

Mayer said he would not offer any
specifics on what Canada will pro-
pose to give up from its subsidy
menu.

It can't be answered in terms of
specifics until we get to Geneva and
start to negotiate.” he said.

The minister said Saturday's ob-
jectives should lead countries to
reaping .an ‘early harvest' by at-
tempting to find agreement that can
be completed in time for 4 mid-term
ministerial mecting at GATT in Sep-

tember 1988. two years afler the
current Uruguay Round of GATT
began.

Normally. no GATT agreements
are implemented befure the end of
the four-year negotiating period.

But deals which are completed be-

fore the mid-terrn meeting could be
implemented yielding an ‘early har-
vest’ to farm woes.

Cairns group ministers agreed
that to be successful GATT negotia-
tors should follow these objectives:

-+ Inclusion of all measures which
adversely affect trade in agricul-
ture.

e A rapid and substantial reduc-
tion in those levels of support for ag-
riculture which distort the interna-

- tional agricultural marketplace.

e Establishment of new GATT
rules or disciplines to ensure the lib-
eralization of agriculturai trade.

e Agreement on specific mea-
sures for the phase-down of market
access barriers to trade in agricul-
ture and subsidization of all other

measures which have a negative af-.

fect on world agricultural trade.

e Agreement on principles to pre-
vent . the distuption of world mar-
kets in the course of containment or
reduction of agricultural surplus
stocks.

S

f
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Agncultural exporters press

for reform of subsidy system
Group as,<s Canada for help at Vemce summit

ByRmseﬂBﬁnch _~ Do
Reute;shnewsAgency o
OTTAWA -— The so—called

. Cairns group -of agricultural ex-

porting nations- have pledged to
press for reform of what it mlled
the subsdy-plagued international

- A o W —- -\

rarmsystem. AT

" The: Ié-nahon group of “Fazr'.

Traders in Agriculture” assailed

" the farm programs of the United

States and the European Com-
munity (EC) for driving down
commodity prices while encourag-
ing over-production. .

* Thegrou
nique at the end of its two-day
meeling - callmg on the world’s
seven leading industrial nations to
give agnculture a high priority at
next month's economnc sumxmt m
Venice. T

Summit pa:tmpants
"The Venice summit will be at-
tended by the United States, Brit-
ain, France, West’ Germany, Cana
da, Japan andItaly. . :

+ Canada, the onlyCaxmsmember
whxch will attend the summit, was
nominaied to try and secure “a
commitment by summit tgartxcn-
pants to address urgently the need
for early agriculture trade re-
form.” :

Australian trade minister John

EXT 936/BI1L.
7 530-21-020-5048

issued a final commu-~

Brian Mulroney: Has support
of farm group to advance case
for agricultural reform. .

T e

. Dawkins said at a news conference

that Canadian Prime Minister
Brian Mulroney had “the unambig-
uous and enthusiastic support of
the other Cairns countries to ad-

-vance our case for agriculture

traderéforsn.” .

At the very least, Cairns mem-
bers said, they want summit par- -
ticipants to endorse an OECD
(Organization for Econamic Co-

- lionayear: - -- .
- “'The Cairns group,' which f‘rst
met in Cairns, Australia; last year

operatxon and Develbpmeni) ac

_cord this month, calling for a
-reduction. of

overnment farm
programs, which are estimated to
cost the West more t.ban 3100 bﬂ-

e et meen

to promote aﬂicultural trade re-
form, also includes Argentina,
Brazil, Chile, Colombia, Fiji, Hun-
gary, Indonesia,  Malaysia, New
Zealand, Phxllppines. Thaxland and

Uruguay
: z.lfg Marineoils

The group expressed serious con-
cern at ‘Evropean Community
proposals to introduce a consumer
tax on vegetable and marine oils
and fats, which, it said, could be
}»artxcularly harmful to 1mports

rom developing nations. - -

It also criticized new trade legis-
lation before the US.  Congress,
saying ‘it could “severely impact

upon the mternational chmate fox'

reform.”

"The group, accouxmng for some
25 per. cent of the world’s farm
production, hopes the’ consensus at
this meeting will help in reaching
an agricultural trade reform
agreement by 1988 in the current
-round of multilateral negotiations

under the GATT (General Agree- )

ment on Tariffs and Trade)

-~
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13 nations ask
Canada to seek
end of food war

BY JOHN KOHUT
The Globe and Mail

OTTAWA

Prime Minlster Brian Mulro-
ney will go to the annual ecor.um-
ic summit in Venice next month
with a strong and flexible man-
date from 13 other agricultural
exporting,countries to press for
an early end to trade wars now
undermining agriculture world-
wide.

At the conclusion of a two-day
meeting in Ottawa, the so-called
Caims Group, whose member
nations together account f{or 2§
per cent of the world’s agricultur-
ul exports, set the end of 1988 asa
target for achieving an intema-
tional program to liberalize trade
in agriculture.

Delegates, however, implicitly
recognized this is a very light
schedule, piven the pace at which
even less complex multilateral
trade negotiations have prog-
ressed. .

*The Caimns Group has invited
the Prime Minister to speak on
behalf of the group on agricultur-
al trade and pursuc those issues
which he judges can be success-
fully advanced” at the Venice
meeting of the ‘world’s seven
leading industrialized countries,
Canada’s Minister for Interna.
tional Trade, Patricia Camey,
told a press conference,

‘The Caimns Group, which takes
its name from the Australian
town where it was formed last
year, sees itself as a third force
with the European Communily
and United States, whose helty
government supports are blamed
for creating enormous food stock-
piles and a collapse in world food
prices.

In a_linal communiqué, the
group said it saw a positlve shift
in political will toward ending
agricultural subsidies. But ac.
tions on the part of the European
Community, the United States
and Japan contradicted verbal
commitments and as a result,
s'gver the past year, the problems
of low prices and surplus produc-
tion had worsened.” N

Among the group's specific
concerns is a European Commu-
nity proposal to introduce a con-
sumer tax on vegetable and ma-
rine oils and fats. Though aimed
primarily at the United States, it
would also hit countries like
Canada, Indonesia and Malaysia.

“In the United States . . . the
situation potentially is even more
serious” with a range of protec.
tionist trade legisiation currently
before Congress, the communi-
qué said. Most important of all
are proposals to Increase funds

for the United States’ export

CANADA ~— Page BI3

Canada to'seek end of food war

© From Page Bl -

enhancement program, which al-
lows subsidized sales to designated
countries. ‘

The Cairns Group wants Canada
~ the only member that also be.
longs to the Group of Seven industri-
alized countries — to do whatever it
can to achieve agieement on trade
reform principles when Mr. Mulro-
ney mieets the leaders of the United
States, Japan, Britain, West Germa-
ny, France and ltaly in Venice.

Mr. Mulroney has already Eul
agriculture on the agenda at that
meeting. Agreement in Venice

would clear the-way for detailed-

nepotiations under the General
Agreement on Tariffs and Trade in
Geneva, where the United States is
expected to table proposals on July

8.., .
The Caims Group insists it has

been instrumental in geiting GATT
to consider bringing agriculture
under international trade rules for
the first time. The current GATT
round was kicked off with a meeting
in Punla del Este, Uruguay, last
year where it was agreed to car
out negotiations with regard to “dif-
ferential and more favorable treat.
ment’* for developing countries,

As part of the positive shift In
political will, Australian Trade
Minister John Dawkins, who is the
Cairns Group's chairman, said the
group welcomed an agreement in
principle this month by the 24-nation
Organization for Economic Co-oper-
ation and Development to halt the
current trade war.

But he said the OECD had been
"silent on the maiter of timing,
which is a crucial factor given the
U.S. presidential election next year.

While the U.S. Cungress grows
protectionist, ‘‘the current (U.S.)
Administration remains our stron-
gest ally in terms of achieving early
progress on the matter,” he said.

Mr. Dawkins said the OECH
agreement was not binding and the
Caims Group wanted a contractual
agreemeni, which could only comne
through GATT.

New Zealand Trade and Mark:t.
Ing Minister Mike Moore said that

-what he wanted to see out of Geneva
were proposals in a *‘position to be
harvested by the end of next year.”
Otherwise *‘we're looking at a pro-
tracted negotiation’ process, he
said.

He said the so-called Uruguay
round of GATT negotiations is
tougher than the previous Tokyo
round ending in 1979 which, unlike
the present talks, did not encom.
pass agriculture and services.

Mr. Dawkins ruled out the possi-
billty of the Caims Group taking
retaliatory action on trade and said
it would concentrate on negotiations
within GATT. ' .

“We have never enlerlained the
Idea of using this group in a retalia.
tory way in the face of further dete-
rioration’in relation to sume of the
practices of other cuuntries,' said
Mr. Dawkins, whose own country
has been losing $l-billion a year
because of the trade war.

Among the complex questions

that need to be addressed at GATT
are a definition of subsidies, the
pace of rolling them back, how far
they should be rolled back and ex-
actly what exemptions should be
given developing countries.

Officials acknowledge that imple-
mentation of any accord is likely to
take at least a decade.

The prublems created by the
export subsidies war are considered
particulariy onerous for Cairns
Group members such as Brazil and
Argentina, whose largely agricul-
ture-dependent economties are haid-
pressed to come up with funds for
1epayment of tens of billions of dol-
lars in foreign debts.

“*Argentina does not have time,”
said its Secretary ol Agriculture,
Emesto Figueras. He said 30 per
cent of Argentina’s gross national
product comes from ugriculture,
which employs 23 per cent of a res-
tive population.

Mr. Figueras said that the Caimns
Group, which consists of countries
as varied as Hungary, Malaysia,
Indonesia and Colombia, have given
Canada a mandate “with enough
flexibility to adapt to the particular
circumstances” at Venice,

Officials acknowledge that Caims
Group members also subsidize agri-
culture, “We say we are all sinners
and we have o reform our own
practices as well as suggest that
others stop from sinning,” Miss
Carney said.

As for Canada itself, Wheat
Board Minister Charles Mayer said
“there’s no question that we're in
the subsidy game . . . We see our-

selves as reacting and being drawn
into it in order to help our farmers."

But Caims Group members say
their agriculture support policics

-are small.

s/BIL.
~020-8048

Exy o3
h0.2¢




N

A1

-
Publication /

L4

ERE DES AFFAIRES EXTERIEURES

DEPARTMENT OF EXTERNAL AFFAIRS
MINISTE

by 785

Subject
Date ...

Sujet

éydlm Hoagland

PARIS — A new topic will be
¢n the agenda when Ronald Rea-
jan, Margaret Thatcher, Fran-
Jeols Mitterrand and their feliow
sders of the seven Industrial
f‘é ocracies assembie In Venice
n(wo weeks' time for their annu-
summit. Thls year, nestied

migsiles, currency exchange rates
aid Third World debt, the leaders
will also discuss what to do about

this by a French offlcial involved
fn-the summit planning, I passed
by the Iraqi Embassy, where I

tice posted outside the visa sec-

lo Baghdad to report to a hospita
within five days of thelr arrival
lor an AIDS {est. :

That afternoon, the German

state of Bavaria adopted new
heaith measures that require for-

elgners who want to live there to |

obtain medical certificates show-

Ing they are AIDS free. The '

Bavarians also authorized the
Klaclng of AIDS victims in special
ospitals against their will if
necessary to avoid contagion.

...Like ink hurled onto a biotter,
the fear of AIDS is spreading
across the globe, forcing govern-
ments to begin to respond to a
health problem that is rapidly
becoming one of the world’s most
volatile political issues.

Because of its real human and |

financlal costs, and the atavistlc
reactions that it triggers, AIDS Is
the leading edge of a cluster of
medical and social Issues that are
likely to rival Idcology in shaping
political discourse and public poli-

£y in developed socicties in the.

imong the debates about SS-20°

“The morning after belng' told

s greeted by a handwritten no- *
{lon that advised forelgners goin% .

0 Jim Hoagland Is a columnist
with The Washington Post.

1990s. Euthanasia Is another such
issue bubbling bencath the sur-
face in countries where the gray-
ing of populations Is accompanied

by failing birthrates, as in West

Germany. More will come, and

establishment pollticlans will .
. have 1o find totally new vocabu-

laries and symbols to deal with
them.’ ' '

" In countries where the debate
" on AIDS Is under way In earnest,
the far left and the far right-

agree Implicitly that the discase
represents a significant political
jssue that can be turned against a

mainstream still uncertain abgut' '

how to address the problem.

The left asserts that AIDS
_hysterla s being whipped
~ way for governments to exercise

up as a

tighter social control and eventu-

" strongly as he has

ally to justify repression. For the
right, 1t Is a gift of enormous
proportions for campaigns based
on the politics of exclusion. Dis-
cussing AIDS becomes a code lan-
guage for tatking about us against
them — that is, forcigners, athe-
Ists, Jews, communists, homosex-
uals or other targets that do not
need to be specifically named.
Probably the most important

..practitioner. of such politles

reaching . a national audience

today is found here in France, .

where Jean Marie Le Pen, leader,
of the ultraconservative National;
Front, has a standing of 10 per
cent in his campaign for the
Presidency. He has been hammer-

“the French acronym for AIDS, as
freviousl
hammered at the need to repatri-
ate Arab and’ African immi-
grants. :
~ His démands for “SIDAtorl-

‘lash It is provoking have made
" a major concern: o

ng.awgy. at the dangers of SIDA, |

AIDS makes it onto world leaders’ agenda

ums" -for the “SIDAlques™ evoke
for many Frenchmen the image-

.ry of crematoriums for ‘‘ju-
"daiques,” or Jews. Even though

the official AIDS incidence rate g
fairly low in France, amounting
currently to 1,632 cases, Le Pen’s
campaign and the strong baclﬁ

- And for Europeans who._cbntlh;
ue to associate Bavaria with the
birth of Nazism and storm troop-

" comforting. : o

. The’ sherpas who' have been

{)}:e aring the Venice meeting of
e

eaders of Italy, France, Great,

- Brltain, West Germany, Canada,

Japan and the United States are

wise to have.included AIDS on the
agenda, both from a public policy.

trenchant. problem in both re-
spects. :

‘The next American president
could be "facing a significant
probiem n dealing with ail the
conscquences of AIDS," Gary

' Bauer, President Reagan's
.domestic policy adviser, told The

Wall Street Journai last week. The

: nqws&z(a‘pcr reported estimates
e

that federal, state and local public
spending on AIDS will top $1 bil-_ -

. ‘ It 'lion this year In the United States.
“ers, the fact that the sfrongest - :
" public health-measures yet taken
“on the continent have been.
.promulgated there ‘will not-be’

In his novel The Plague, Albert ’
Camus describes how an entire
city resisted admitting that it had -
become infected with the bubonic

. plague untii the last possible mo-

ment, pretending that the deaths .

".were something else. Only when’
the city's gates were closed did
_."the plague becoime a matter for

us-all.”. Unlike Camus" city, the
world cannot close itself off. The
awareness of . what needs to be
done has to come angther way.

. and political” viewpoint. It is a

EXT 936/BIL.
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-The dramatic, last rlde of the Volcker(ies)

Canadians tend to look at U.S.
economic policy through the
prism of a fluctuating U.S. dollar
and wonder what has gone wrong.
Interest rates are rising in this
country, as they Invariably do,.
because of what {s hnppenlng to
the south of us. -

But, though the troubles of the
U.S. dollar may hit the headlines,

It is only a symptom of something -

larger — namely, the reliance that
Washington is placing on the blunt.
weapon of monetary policy to
achieve both national and intema. -
tional policy objectives.

If that sounds a bit abstract.
cqnsider the load that now restson
the shoulders of the chief of mone-

tary policy, Federal' Reserve

Board chalrman Paul Volcker.

The President and Congress can. -

agree on very little. A- modest
reduction in the budget deficit
perhaps, but nothing of any llgnlt-
fcance. , .

Treasury Secre(ury James
Baker and the Japanese and West
Germans seem to be able to agree
on even less. The great co-ordina-.
tion of economic policy ‘making, a
deflation here and a couple of ref-
lations there, that was suppbsed to
balance out global growth is not
happening so far (though another

attempt at togetherness Is likely -

to be made at the Venice summit).
Instead, we have groups such as

| the OECD warning that, unless

something is done, the economies
of the Industrial countries will be
lucky to grow by more than 2 per
cent this year,

With domestlic fiscal policy and
international economic piacebos

" out the wmt:low. Mr. Volcker is left

to steady the dollar, reassure
" markets that he is still an {nflation
fighter,
enough to do this but not deter
economic growth, cope with mini-
crises in the ongoing Third Worid
debt problem, and somehow guidc
us toward a better world.

If all that sounds like-a tall
order (for a tall person), It is. The
last time the 6-foot, 6-inch frame

_of Mr. Volcker was as dominant
. was when he tackled inflation with

tight credit and high interest rates
in 1881,

The task now is a more delicate
one that must focus on underpin-
ning the dollar and combatting
inflation without slowing the U.S.
economy too much. And it has to
be accomplished at a time when
Mr. Volcker's reappointment, at
Wall Street’s urging, to a third
four-year term is stlll up In the

air.

Given the job that has.-to be
done, it is hard to see how a credi-
ble economic policy could be

raise intorest rates .-
.— over inflation or cangressional
_budget policies or the parochial-

mounted without . Mr, Volcker.
And, even with hlm. it is going to
betough

Americans, as Mr. Volcker .

points out, have mortgaged thelr
future. The need to finance budget
and trade deficits forces them to

borrow abroad..

Because a falling doliar will

. scare .off lenders, Fed policy has

to support the dollar and set inter-
est-rates high enough to stabllize
the cirrency. Rates must also be

,set higher with an eye to an Infla- -
tion rate that, as Friday's con-
‘-sumer pricd index numbers made
clear, has entrenched itself at a -
4.8 per cent annual level. '

The more nnccnaimlu abound

ism of policy making in Bonn and
Tokyo — the greater the premium

‘that will be demanded by foreign-
- ers for investing in U.S. Treasury

securities. And the higher interest
rates, In the United States and

" Capada, willhave to be.

. AS Mr. Volcker put it in a

spooch two weeks ago, volatility in

currency markets and interest
rates in recent weeks has given
Americans ‘“‘a little taste of how
vulnerable our financial markets
and our economy have become to

. what other people think."

Such is the U.S. economy's vul-
nerability that the Fed is already
having to tighten credit to shore
up the doliar and fight inflation,
even’ though this is harmful to a
weak economy.

After the third round of prime
lending rate {ncreases by U.S.

banks in seven weeks, some econ-
omists are talking openly about
the United States slipping into
reckssion next year.,

That pessimistic view is not yet
the majority one. But thére are
many close observers of .the econ-
omy, including Mr, Voicker, who
worry that higher interest rates
will prove very negative at a time
when business, public sector and
consumer debt am at mountain-
ous levels.

In the 1970s, nnd in 1881 when
the Fed last put a bridle on the
economy, inflation -was roaring
ahead and interest rates needed to
climb sharply to have an impact,

Not so now. In deflationary
times, the opposite is true. Higher

rising prices, so that any increase
In rates causes an almost immedi.
ate retrenchment. -

" That, in turn, goos back to an-
other point Mr. Volcker has made
repeatadly, that too much reliance
on the blunt instrument of mone-
tary policy is a dangerous thing.

" In the past, Fed policy has fo-
cused on different variables tp
keep inflation-free growth going,
money supply growth at one point,
interest rate . levels at another.
Now, a third element — the need
to protect the U.S. dollar — has
been-added and has become more
Important even than fostering
economic expansion,

The result is a world in which
the vulnerability of the U.S. econo-
my is a shared vulnerability for
Canadians and others. Much rides
on Mr. Valcker.

‘debt costs are not dissipated by .

of

JE" s3e/BIL.
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Farming nations
take first step
to trade reform -

By Janice Vansickle K

Star Agriculture Reporter
‘OTTAWA — Thirteen countries

seeking {fairer. trade In agriculture

want an international program for re- -

form spelled out by late 1988,

The Cairns Group, which concluded
a two-day meetidg here Saturday,

joins a growing number of countries in

to the General Agreement on
‘lrmmganﬁs and Trade falks to establish
egriculture trading rules by late next

year. )
And it's looking to Canadian Prime
Minister Brian Mulroney to win sup-
" port for its demands at next month’s
economic summit of seven leading.
industrialized nations, . '
“We all know that reform will not
come quickly, it will come one step at
a time,” said International Trade Min-
ister Pat Carney, one of the hosts for
the meeting of smaller agriculture tra-
ding countries. :
The summit in Venlce is but another

- building block toward reform, Carney

said, adding the prime minister has
made a commitment to carry the
group’s messege there, ,
Where possible, she said, he will
alsg actively promote the objectives it
hopes to achleve through the GATT

pegotiations. . .

THOSE OBJECTIVES, spelled out
inajoint communique, include:
@ Dit gll meesures which
adversely atfect agriculture trade;
@ Arapld and substantial reduction in
levels of agriculture support which

distort the international market place; .

@ Establishment of new GATT rules
or disciplines to ensure the liberaliza-
tion of agriculture trade;

® Agreement on specific measures
for the phase-down of market-access
barriers, subsidization and all cther
meesures that bave a negative effect:
on world agriculture trade:

agriculture trade reform In the past :
year. The fact that agriculture Is in-
cluded in the GATT talks at all is con-
sidered a coup, given that it hes pever

“been included In the trade forum's 40-

year bistory.

THE SAULT STAR \Proe /9
@ Agreement on priniciples to pr&<™= gyt Canadian Wheat Board Minist
veat disruption of world markets in . Charjes Mayer sald?ﬁte road toactug
the course of contalament or reduc- . trade improvementsisstill a long cne.
tion of surplus stocks. To begin with, he said, Japan and
- The Cairns Group, which takes its have yet to express the politi-
pame-from a8 meeting held in Calrns,’ « + cal will {o bring about reform.
Australia, consists of 14 countries that . + “.Anq ones there is 8 “contractual®
produce 25 per cent of the world's 2greement {o reform, Mayer sald & _
agriculture exports. Fiji didnotattend . timatabie for a it will still !
‘the Ottawa meeting because of politl- - - have to be set.'Rules for establishing |
calupheaval at home, subsidy truce and reducing |
The group now joios the 24 mem- 1 supnort programs will also have to be |
bersof the Organization for Economlc - spelled out, he added., |
Co-operation and Developmentincall- - ™ Canada, he vowed, will also have to |
ot s dramalically lowered pices | s ooane 016 8e marke,raher ?
for grainsand ojlseeds, - - - . --- -'.pﬂces, ) “s' dictate i
Australian Trade Minister ‘Jobn @ . :
Dawkins, who chaired the Oftawa ' Inthepastyear,hesaid, Canada has
meeting, said the group's stand oo tra- -IDcreased s subsidies to farmers -
de reforms will hopefully add momen-  through stabilization programs and a
tum {o the growing demand for early .$l-billion deficlency payment.
GATT progress . The result, he added, has been a .
While GATT talks — the latest .’ narrowing in the gap between govern-
round was kicked off last fall —usual- * ment subsidies paid to farmers [n the
ly take up to four years, there s grow- ‘US.andCanada. -
ing demand for agriculture to have : While the European Ecomomic
been dealt with by the midway point =~ Community and the US. are blamed
of late 1988, - for the subsidy war, be sald, Canada
* IF THE POLITICAL heads of state  Will bave to work with other countries .
attending the Venics summit agree to : in reversing the tread of
this approach, they could then instruct ' government support. .
their GATT negotiators to co-operate !
Inreaching thatgoal -.ji . ..
The United -States is expected to-°
present its Jor-reform to;
GATT officalsby July, .-~ - .".
Dawkin said the Calrns Group hopes
{o do the same. by fall, The countries ,
will work together.on the proposal,.
.Which will then be reviewed by.offl-
cials in each nation. -
Delegates to the meeting repeatedly -
spoke of the major steps taken toward
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Trust company’s leader

‘favors a free trade pact

By Bob Meyer °
Star Business Reporfer

The president and chief executive
officer of one of Canada'’s oldest and
most progressive trust companies fesls
that in the long run a free trade agree-
ment betweer_Canada and the US,
would stimulate the Canadiag econ-
omy, improve trade and discourage
protectlonist tariffs on Canadian goods,

Struan Robertson, a lawyer and now
top gun with Ceatral Trust Company, t¢
optimistic that free trade “will actually
!ncreeseourexpons!otnevs..bnt
also stimulate production and improve
employment. Some industries wil be
-hurt by free trade . . . but generally
Speaking, Canadian business and
Industry will benefjt *

He used the bullding of a bridge be-
tween the two countriesas an example
of “how a few people can suffer, but
the overall outcome would be that both
countries would benefit " )

He emphasized that Caneda must
also protect ifs culture, as well as cer-]
tain areas where US. iavestment in;

Robertson-.— 57.. 8 native of Nova

| Scotia and a graduate from Dalhousie,
become & part of & 10 pas st s Cealral Trust I celebralng 1

ment either,

» .. | 100th anniversary this year. The com-

“A free trade agreement bas worked. P22V IS the result of  series of amalga-

: . mations of several companies, each of
R0 It e New Zealand, o has had loog bisteries of serviag

And it has had time to prove l&lf ~"\. Maritime fishermen, Toronto businsss-

Isfactorily tome.” s,
TURNING TO the Canadian econ-
omy for a momeant, Robemog sees 8
modes! growth i Canada's’overall
economy although interest rates and
Inflation are rising. “We should not be
unduly concerped,” he sald, “because
our future prospects are reasonably
sound.” He does not expect o see ex-
treme moves elther up or down in th
economy. o

And he sees the recent downturn fa |

the automoblle, steel, oil, and shakes

acd shingles industries as “a tempo- -

rary fluctuation.®

Nowchairmanoﬂheboardotgover-

in Hal
WHILE VISITING Windsor recently - B0rs of Dalhousie University
to present the Windsor branch of Cen.t 2% Robertson bas been with Central

tral Trust with the company’s highest
national award, Robertson sald in an

. Interview with The Windsor Star:

“If Canada and the US, were .
about bullding a bridge across the De-
troit River, people who live at both
ends of the bridge would complaia be-
cause their homes and lives would be’
Uprooted. But thiok of bow a bridge *
would improve relations between the .
two countries and make it somuch eas-
ferforthemto communicate *

A protectionist tariff recently placed
on Canadian lumber eatering the U'S.’
already has taken its to}] in the Canadi.
an lumber industry, he sajd. US. trade
laws contain many remedies which
give the US, the right to Impose tarifts
or quotas or other protective e’
ments when rising imports cause serj.
ous infury to US. industries. .

“PROTECTIONIST tariffs are not .
what we want. So we glve the total
lx;:pact of 8 free trade agreement a -

us. .- .

“But let's keep our fingers crossed”
he sald, “when it comes to the Auto-
pact. It can't get out of joint and hasto
beleftinplace~ :

Tnmtoroﬂyaboutmygxsnewas
hired s president and chisf executive
officer on May 1, 1885, after 29 years
first as secretary and general counsel,
and then for 10 years president and
chief executive officer of the Maritime
Telegraph & Telephone Company Lim-
ited in Halifax, . .
HE IS PROUD that Central Trust’
kas grown by leaps and bouads, Evea
the Windsor branch, at 110 University .
Ave, which recently won the trust

company’s highest national award for
“profitabllity and proficiency, Is belng
‘moved {0 new quarters in the Canada

Bullding, on Quellette Ave., twice the

size of ifs present offices, at 100 Ual-

versity Ave. W, .to accommodate

growth, .

Branch manager Dave Thrasher
sald the new branth will have more
than 371 square metres of floor space,
The move should take place Iate in Ju-
ly and Thrasher expects to employ 15
persons - there providing fullservice
banking. .

Ceatral Trust has 61 fullservice.
branches in Canada, 20 of them in
"Ontario, and five satelllte branches
mestly in Atlantic Canada, which pro-

. " men, pralrie fermers, and many
tothers. In 1887, the oldest company —

Eastern Canada Savings and Loan
Company was lncorporated in Halifax.

CURRENTLY, WITH assets of more
than $3.4 billion and branches from
Newfoundland to British Columbia,

. Ceatral Trust Is Canada's sixth largest
,{rust company. Its head office is in Hal-
{fax,

1n bis Interim report to shareholders
recently, showing operating results for

the three months endlng\March 31,
bertson sald et income for the

quarter was $4,278,000 (40' cents per.

common share) compared with 2.
569,000 (22 ceants Per common share)

for the first quarter of 1886, 2a fn.
ceat .

Cresse of 67 per
Gross reveaue for the quarter was
 $35,007,000, an {ncresse of six per ceat
over the same period last year, Return

‘0n common ‘shareholders equity for,

the quarter was 165 per cent, com-

pared to 11 per cent in the same period .

last year, -

In April, the company openad a new-

branch in Woodbridge, and three addi-
tional branches will he opeaed in the
current quarter — in Toronto, Missts-
Sauga and Riverview, N.B,

Robertson hes three daughters, all
university graduates, and one son who
just recently earned a fine arts degres
at Dalhousie, Robertson fs alsp a past,
f-halrmn of the Nova Scotia Art Gals
ery. '

vide a deposit service and real estate

financing.
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- - - — Canada alone is both 3 member of the
Lxporters o g i e
could play an important role in futore
developments. For ipstance, it is Prime
- lobby for e i g Ve
_ y the Cairns mestage to Venice.
. : ulroney’s message will add to a rising
f f d . international demand for change. This in-
air 100 ciudes the reform proposals agreed to by
; - . tha 24 metbers of the Organization for
By Barry Critchley wmgw
S———— ] (0£CD) in Paris earfier this month.
POR THE 14 members of the Cairns group OECD agreed thst, agricultural prices
of f2ir traders in agriculture, their recent should reflect market signals and that food
meeting in Ottawz just coe stocks should be frozen at current levels.
geaema,nt:epmtbepnhtor&umd In addition, the OECD members agreed
The Cairns, i ' ' et . g e
o cxmtries — a diverse group rather than at encoxraging more farming,
exporting natioes inchuding Thbe Cairns group — named after the
Australia, Brasil, Canada, Chile, Colombia, ~ Australian city where the groop's fmat
, Indonesia and — now have their mumzmhddlﬂm-mml
mdtheG?ﬁnaiwindmm apuhnlghmh
mgvtzn.anddnﬁmnhad- .
quarters General Agreement on Driving prices lower
gttt Gk i  main protiem ;
which, for the first time, include discus- the EmcCammy.ﬂ:
mmu:dentzrm!un"alpmdnm_. U.S. and Japan. Those -
Jobn Dawkins, Australis's trade minis- mated at US$26 bilion for US.
ter, was the key person behind the decision US$23 hillion for thefr Enropean counter-
tniamthemhs:yur.‘fWehave parts and US$10.5 bilicn for Japenese
ﬂmqonmunedmtheng:zml-‘or farmers — are driving food gxices lower .
us, that's the Vemice summit, where we and closing markets for prodacers such a3
e e s peptote  Cods aud Auemla, -
s3ys Dawkins, who Awzre that other coxntries shared Axs-
dzmedtheweekcndmesmzmom trafia’s concerns shout the-distartions of
- " the Euwropean/US. "agriculture subsidy
The group's immediste. 2im was to
agricuitural trade received sub-
stantial consideration at the September,

reform but in reality to stretch the timeta-
ble to the point where it was ineffective.
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- Our shipbuild
: .::: . t——- | ipl—'—-b—- ' V ‘ dh ‘-
- for new busine
. y | :
- for new business
_ ByGeorge N. M. Clarke
 Special toThe Star Py).
In the light of major chak
lenges currently fadnf Cana- O Trade missions: To the best
dian shipbuilding, the industry of my knowledge the induStry
nright want to consider certain has not been involved to date in
ts outlined here. A depar- trade missions specifically tai-
" ture from more traditional pe- Jored to its requirements. The
| rameters may not sit well with following suggested countries of
all 'yards, mesmerized as some concentration in Latin America
of them are by polar icebreak- - - bave installations of their own,
ers and volatlle defence con- but could be receptive 10 an ap-
tracts which could enly sustsin proach on specialized vessels, in-
them in the near term. But to cluding those suitable for An-
let matters stand as they are tarctic deployment:
will lead to a continuing down- ‘Argeniina: In the mid-1950s
turn in this branch of activity, Helifax shipyards delivered
the thrust being aimed at great- three transports to the Argen-
er participation internationally tine navy. Although these are no
{ toredressthe dearth of business longer in service, there may still
domestically. ’ be-a m?ui??% goﬁdwm 10
< draw on miles sepa-
D e oo rate Tierra del Fuego from the
be a catalyst in processing in- Antarctic. With no ferry service
] quiries from sbrosd via the s the mainland, truckers set-
trade commissioner service, ng out on the seven-day jour-
su;:flemmted by trade missions %wwsgﬁ“ Alres have 10 go
under its own rather than exter- Strai e 1o get across the
nal affairs' control, to selected raits of Magellan. This
destinations overseas. anomaly could hold an oppor-
Several years ago, a shipyard hunlty or ocean ferry construc-
in Vancouver was alerted to EL .
unofficial feelers 1 had received Brazll: With technical support
in Ecuador for two tankers of {frum Japan and the Nether-
] up to 50,000 tons each for the lands, this country has taken an
state ofl monopoly. These were aggressive stance on the world
{ apperently too large for the maritime scene. However, it
} yard to handle. Later Inquiries was to West Germany that
1 Irom another source for live 60- )P etrobras, the state oll monopo-
ft. fishing trawlers were turned y, urned last year to place an
1 down as being too small. order for three LPG carriers.
. . The Brazilian navy is consider-
1 .. Tentative orders ingm!;uillding Jttsh first nuclear
{  1neverfound out the outcome submarine and the government
] of these tentative orders, but it has Blso been flexing its muscies
1 did emphasize the need for A rection of the Antarc-
mpnitoring such situatlons from !
{ acentral vantage point.. .
\ 1




Dim Hopes for Summit Tal

By PETERT. KILBORN \|

Special 4o The Hew York Times -

WASHINGTON, May 24 — The
scven-nation industrial summit con-
ference that President Reagan will
altend next month In Vepice is likely
(o prove unusually modest (n is
achlevementa desplte the long

'

agenda of {ssues, analysts 'and ofll-

clals report, )

-Agreements of consequence will be
ditlicult, they say, because most of
the chiefs of state, tar more so than at
any of the 12 previous econainic sum-

mil conferences, are lame ducks or °
prcoccupled with re-election cam-
pulgns. They are therefore con- .

sirained In making commitments

that could lose them votes or that

lheir legislatures might reject,
A prominent economist who is an

adviser to the White House gald of the :
scven chiels of state: V'l can't sen

what they can concelveably get done,
These guys would prefer not to go
through with it." . :

Jusucs for the Proceedings . 3

Issues that provoke liitle contrp-.

versy, such as terrorlsm and combat.
ting drug traltic, and others, such as
aring control, could therefore over-
whelm the proceedings. Agreement
to work toward a cure for AIDS Is on
the agenda, and President Reagan
might appeal for European and Japa-
nese assistance In defending the
Perslan Gull. ‘

. On economic matters, officjals
promise reafflirmation of earlier
commitments fo remove Impedie
.menta to economic growth in theld
tuxalion, regulatory and labor poll:
cies; agreement to speed talks elses
where (o reduce trade barricrs, and a

H Y T * p - '

‘ : Against a backdrop of the
Most of the Chlefs : globl?‘l econom llnl:e ‘t‘!’l& indystria
y : -+ world's recession analys
» of state are lame - . say the sqven chiefa of state a 0,
d k‘ . f . N ' [N "kely ‘o ‘&e'z‘pt m{“’m“
. ' ‘omy of & s n
O actions D, i Buby chrees /s

- ¢ haveproduced at earlier conler
,On re EICCth_nS, Vo 'mgcunleru\oumwnlco..l :
[ — » ~v 10, occurs with world growth sl

"reaffirmation of earlier accorda. And | * for the third stralght year, (o o it
‘they could endorse some minor modl |, belaw 3 percent. That ls too shwita
fications in Treasury Seciotary . protect some countries from .
James A, Baker 3d's plan to manage . slons, to reduco the chronic 10-pety:

the loan-payment problemy of the > cent-plus unemployment across [Eu,
major debtor countries. T rope or (0 help the debtor countije
resher issucs inchide support of 4 Talse the mopey they need (o keep
reductions in the budget-buating sul- -* paymentaghthelrioans., .. . /.
sidies to agriculture, m process that' - In part usa of the alow yorld
will take a couple of years at loast, ;. 8rowih, the deblors’. proble

* and, of debt rellof for the poorest :° Worsening, despiie the efforts o
i countries of black Africa. mpzvcn‘.;" 'Baker l‘5lm.'? , debty’ now;
aro also likely (0 say. officiplly that ' threaten gommercial bank Aenders:
they have settled on a systom to coors . .With enormous losses such ag the §2.3

* dinate their economic policies, bus . ‘billion that Clticorp sald It
- that, officials allow, would also take .7 in the second rter. - T}
| yearstobecomo fully offective. .- could spell furthar, spvpre reduc}
i “AMonthf‘l:mse'l‘:tme n:oﬂ%un',,f' inlending.: .~ " -
. flinance minlisters of the countries — *: U mising
the Unll;(rl‘ ‘Sllutea. Japan, West Gers . feompro .
a

' Despite such conditions, two lead- "
Francg, [taly and. .rg,~P':-eddull. Reagan and German

.
.

. ‘many

*.0n all e the commitmens-!

. making auuw?l.l'y of the leuders Is
tn turp,, WeRKer than ever. .

R T
* Prime - Ministor': Yasuhiro - Naka/|
sone, who has-sufforod hard defeats
recently in the Japaness Dict, is ex-

ed to leave offico pt the end of Ocaj

r, France's gavernment of ' 'cor
habltation,” President Francols Mlt-.-‘]

 Canada — might strike & "“7"" 19 : Chancellor Helmut Kohl, still appear : ! terrand, a soclalist, and Prime Minls-o

‘try to sustain the recent stab

Mty af .. tE
. thedollar. Y a1.. lockeéd into .uncompromising T:ln.

'

ter Jacques Chirac, a conservalive, lg
gearingup for electlons pext year. ., ¢

, o ©ov N udhetjons on grawth and budget policles
Mavoon Intereat Bates Possible ,.,...\ ‘Eat preciuda u::u\jor chaggumln the »,, llaly Is leaderless now, run by §;

. Administration officlals say they /performanceof the worldeconomy.
- could do so by ralsing American In- .. President Reagan ppposca (ax jn- .
_terest sates, perhaps by half & per-:.. creases to facilitato sustained reduc- ..
centage polnt, In return for sgreo-!  tlons in the Federal budget deficits,;,.
jment by Japan and possibly West: Which Japan and Europe sco o8 the
Germany ta lower thelrs further. The . cause of the world economy's contin- *
Administration “would like to work *, ued frail growth and lis huge imbal- \
toward that,” an American officlal + ances In trade. Germany, and to &
sald. But a Japanese economic-policy. ,” lesser exjent Japan, stil) resist ap-
official said, “Ii’s possible byt nof  peals to shift the arientation of thelr .-
-+ countrica’ npw-sapging growth from '
: ‘exporis (0 domestic consumptiop, <
' ‘which Americans sea as the causp of |
trade problems and slow growth. .
t llowever Japan, although it still
icloses its markets to many forelgn
‘goods, has been baitercd mora than
wihers by the fall of the dollar, and it .,
'‘now appears more willing ta encour. i
;’ge@mqucmmmlczmwm.. Y PN

S

= Vearetaker Government with electio

coming after .tho. conference.: A ‘l
Prime Minister Margaret Thatther,
lof Britain I gecking clection (0 8
third term on June 11, one day after'

* the conference ends, and Is not ex-:

cected ta spend more than & day In'
enice, ' v

n S ] _
| But the diminished authority of
‘President Reagan, leader of by far,:
the biggest economy, Is the most slg-’
‘nificant. §f often chided for the budget |
.deficits, he was celebrated at earlier:
conferences for policies of dercgulay
tion and tax-system changes thay
other countries have begun (o emuq
late. But his influence has atrophicd
with the election of Democratic ma+
Joritles ‘in both houses of Congresy
and the Irap-contra investigations. ¢
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) Motﬂdahmwuriedthnﬂnzamﬁnuemmmm
buymwﬂlbeaqmmdaﬂoﬂbemuk&[?agen] L o ten
T Amrsbctmrhtuﬂybdthuhcﬂubhorm:mqﬁe-
" pending upon whom you talk to on Wall Street. Some analysts ex-
. pectibe Dow to start beading toward the 3,000 jevel. But one analyst -
.says that market prospects ydepa:dupa:vbethettberwe--
mmmmwmmm]_ R

wres Smet

March, sccording
ers’ Association. Orders fell 328 percent from April 1988, [35.] -

! Wmumbrmemnmmuwma
ne:zmth.uoaotthemchldsorm

. mRmmmumeamhmpmmm
ﬂmampdmlul. RN ,,.\_\. oA e

MBolmalCunrtuldhedoumtplnwudbr‘rm
mmmmmmmmwaw
'company’s stock to be undervalued (3] . - H
. Mwmmmmm@mmm-
of Canada’s largest banks — and Dome’s largest creditors — re-

pctdw:wmhnwe&madﬂum.mwx{wunt
mnlbxdsforbomeminpnpanum.m] o

lntemaﬂonal Report - o e
. M&Mmﬁd‘mwfmd:mnsumspm
* Despite huge sales, the tire manufacturer loses a little maoney on the
tourist’s bible most years. But company officials say they keep ar
pubjishing the guide ta restaurants and botels beausenbe!pa
create an image of quality for Michelin. {33.] .
ABﬂdxhbmlau!numcottbeblggstmuberaiﬂcs.Tbe
view of David Sainsbury is that Thatcherism has taken too much of
& hands-off approach, letting whole segments of Britain’s manufac-
mringtn[c;u&s'trygomdetanddmbungunemplaymmmusmmm
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Today’s Columns

The malpractice crisis in the legal profsdon wm mtendsoon.
lawyers and insurance experts say. Eight New York firms have
each been sued for at least $25 million. Business and the Law. [34.]
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2 Where Should the Third World Turn?

2.
@ Cliticorp’s startling decision to write off $3 bil-
lion in third world loans has angered competitors
-t wlth shallower pockets. Comparable write-offs,
they argue, would cut sharply into their capital re-
b. serves and dash hopes for settlements that might
= permit additional loans to debtor nations. Yet if they
ordon’t follow Citicorp’s lead, depositors and stock-
holders are likely to interpret their inaction as a
"+ sign of financial weakness.

1" The more one looks at these complatnts. how-.

" ever, the less substantial they seem. Financial mar-

5 ® kets have already discounted the banks’ probable

..-.bases on bad debts. Formally acknowledging the

« losses doesn’t make much difference. And while
8l both creditors and debtors still clipg to the idea of

2 reopening the private loan window, a private solu-

tion to the global debt crlsls ls not practical, or even

l 1Y ‘desirable.

o  Developing nations need massive infusions of
v:Capital, and developed countries need the exports

4rthe investments would finance. Only the govern-

e-ments of the capital-rich economies are in a position
h- to manage the risks of this vital exchange:

n’ t . .

. Seemingly plausible private responses to third
. world needs go something like this: Lenders agree
to ease terms on old debts, limiting repayments of

~ interest and principle to some reasonable percent-
age of the debtors’ export earnings. In return,
debtor nations agree to reforms that speed their
economic growth and favor the production of ex-
ports. Then, with the debt restructuring behind
them, banks funnel additional capnta! into credit-
worthy projects.

Some debtors may settle along these lines, and

- some banks may extend new loans to relatively

healthy economies like Brazil and Venezuela. But
the sums the banks could prudently offer are far

less than the tens of billions of dollars needed each].
year to support third world growth and restore U.S. |.
" . exports to pre-crisis levels. .
Even if the banks were willing to cycle the sav-

ings of the rich countries into poor ones, it would be
poor public policy to let them take the plunge. Addi-
tiocnal bank exposure in mismanaged economies
like Mexico and Zaire could destabilize the entire
banking system.

The only realistic resolution is for governments'

to bear most of the risks. Some of the money might| -

come directly from governments; some through
government-guaranteed private loans. But the most
promising channels are the multilateral lending
agencies, the World Bank and its regional bank
counterparts in Asia, Africa and Latin America.
They can best assess the capacity of borrowers to
use capital productively. They are also better
equipped than individual governments to nudge bor-

-rowers into unpopular economic reforms.

Lending nations have as much to gain as bor-
rowers: A hefty portion of every dollar and franc
and yen sent to developing countries comes back as

demand for industrial exports. But among the rich|
countries, only Japan is making a significant effort{ -

to channel capital to the big debtors.

In part, that’s because governments don’t fully
understand where their interests lie. In part, it's be-
cause they still dream of a largely private solution
to the crisis. Citicorp’s blunt announcement ought to
joltthem out of that reverie.
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Japan launches trend toward reverse imports

BY STEVEN BRULL

Reuter
TOKYO

A Japanese consumer soon will
be able to ride a Honda motorcycle
built In Italy while listening to mu-
sic on an Aiwa stereo made in Sing-
apgne
IR
battling ‘effects of the sky-high yen
I‘ ?lnd brisugin% trade b’arﬂem. are
. finding that it pays to import some
of their own products made aver-
geas
home.

With the ‘current strerigth

of the

" yen, **Honda can bulld an Accord In.

. the United States for the same price
as in Japan,” sald Benjamin Moyer,

;. an auto Industry analyst with Mer-.

" rill Lynch Japan, .
- Honda had already: started im.
porting ‘U.S.-built cars to Taiwan
and was considering bringing some
to Japan, he said. . _
One local car dealer, Autorama,

intends to Import- Ford Motor Co..
cars bulit in Flat Rock, Mich., by.

.the U.S. subsidiary of Mazda Motors
Corp. this autumn,

Aiwa Ca, Ltd. plans to bring in
component stereos with compact
1isc players made In its Singapore
'actory. Such sets were a major

rt ltem just 12 months ago.
erse Imports are not new in

p'an'ae hlgil'-tech companles.'

rather than. make them at

Japan. For years, fans, rice cook-

ers, radio-cassette recorders and
other low-priced goods have come
in from Japanese-owned factories
overseas. The factories were origi-
nally set up to clrcumvent import
restrictions in developing Asian
nations.

But with the yen now stronger
than anticipated and overseas pro-
curement of sophisticated parts
easier, major companies are scram-
bling to, set up overseas plants and
import cheaply made products,
major companies and analysts said.

Alwa, an electronics subsidlary of
Sony Corp., shut one of its three
Japanese plants last July and buift
one in Singapore after haavy losses.
The move was born of desperation
and required asking workers to re-

sign, Alwa vice-president Hajime

Unoki said In an interview. .
By the end of the year, more than
haif of Alwa’s production would be
abroad, compared with less than 10
per cent last year, he said. ‘

Alwa wants to produce goods
overseas whenever 85 per cent or.

more of the components can be
procured locally.

“There are no firm figures on
reverse imports, but the amount’ is
stili extremely smali," said an offi-
clal at Japan’s Ministry of Interna.
tional Trade and Industry.

“In the long term it's golng to
l&csease. but not-so suddenly,"” he

But David Gerstenhaber, an econ-
omist with investment bank Morgan

Stanley International in Tokyo, -

redicts the increase in reverse
mports over-the next few years will
be staggering. - - v
“There was aiready 8'31 per cent
year-an-year increase in manufac.
tured imports in 1968, yet the yen
had yet to reach its present heights
of about 140 to the doflar),” Mr,
tenhaber zald. . .

In addition to the gtrong yen, in
tense palitical pressure for Japan to
trim its massive trade surpius is
encouraging reverse imports, ana.
lysts said. '
Trade Minister Hajime Tamura,
fearful of U.S. protectionist legisla.

tion because of the continuing wide -

Japanese manthly trade surpluses,

_ appeaied to 302 major companies

-

last month to expand their Imports.
More than haif sald they planned
to increase Imports this year, the
MITI official sald. oo
The shift overseas of Japanese
manufacturing worries many in
Tokyo who fear that Japan may fol-
low Britain and the United States in
losing its manufacturing supremas
. v

*I.have no comment on de-indus-
trialization, but little by little ig .
better,” the MITI officialsaid. -

"D&I{.:!dustrlallllutlm.wﬂl ll‘l’appen

at a substantially more rapid pace
here because of the sudden change
in the'yen and because technology is
now more easlly transferreq inter-".
nationally,"” Mr. Gerstenhaber said.
" But Alwa's 'Mr. Unoki, noting .
Japan's depressed textlle, steel and
shipbuilding industries, said the -
transformation of its industrial
structure was a natural process.

“The electronics industry could

"be the same as the auto industry In

the United States. Nobody can tell
what can happen tomorrow. I'l].
probably be driving a (South Ko-
rean-made) Hyundal car,” he said.
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_' Agriculture, and the amount of
money thrown at it by the rich
. treasuries of the world's wealthy

countries, is something that it is -

worth making a stink over.
.- And that is what people in a
- variety of places are doing.

threw cow dung at France's
embassy in Madrid to protest
against French import quotas on
. Spanish strawberries. And the
. Australians told the British that a
smdy they had done showed Bri.
.. tain had lost 450,000 jobs in indus-
- i1y because the fuckiess Brits had

Community food.

‘end, 14 countries of the Caims
. Group meeting in Ottawa decided
.10 give Prime Minister Brian
- Mulroney a mandate to raise hell
.about farm subsidies when he
meets the wicked witches of the
subsidy game, the United States,
' the Europeans and Japan, at the
: - summit in Venice.
g In that crowd, our man — who
: is not a natural hellraiser — could
feel outnumbered.

:~CN“

OVERNIGHT CA_NADNDU JOUR AU LENDEMAIN

., Last week, Spanish farmers -

{0 ‘pay s0o much for Eurcpean’
Oh, yes, and during the week-.
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But going into the Venice meet-
ing there is a sort-of agree )

Whileitismsethatthemwmbe
some browbeating and an cbliga-

tory mention of agriculture in the-

summit communiqué at Venice,
the next material step forward
may be in Geneva on July 8 when
farm trade gets to be discussed in
the context of the muitilateral
trade taiks to be held by the Gen-

eral Agreement e Tarifls and_

Trnde
‘l‘heurgencyotwhatneeds.obe
dcmempoimedougbymoscp

zeport, sent out ahead of the Paris
meeting, that some countries tried
tosuppress. . .

It showed that government
support In one form or another
provided 70 per cent of farmers’
incomes in Japan, 40 per ceat in
the EC and 20 per cent in the Unit.
ed. States in 19685. The general
level of subsidy in Canada is also
high, particulariy for prairie grain
farmers, although Canadian politi.
cians argue that this is in reaction
to everycne else’s subsidies.

By stupidly linking income

the guy behind the tree

.

Part ok

Subsndles for you and me, cmd
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OVERNIGHT CANADAIDU JOUR AU LENDEMAIN

support to production levels, the
OECD report said, the biggest
farm exporters are encouraging
over-production at a time when
markets are shrinking and prices
ta.lllJing. food

nnecessary stocks are
being stored at great expense and
sold, if they can be, at subsidized
prices. The result is not only a
financial burden for the rich, but a
tremendous disincentive for poor
countries whose farm products
are kept out of world markets and
whose {farmers are put out of busi.
ness by cheap imports.

If things are in such desperate
shape, there should be powerful
arguments f{or change and a real
incentive L0 get an agreement.

Well, perhaps. But the steps
taken so far are not as convincing

as they need to be.

The OECD suggests a 10 per
cent reduction in all subsidies that
it says would hurt no one, followed
by agreed further reductions after
that.

The United States, Canada and
Australia are the countries that
are most enthusiastic about this.

!.nded,
movmgintheather
direction and is putting forward

plans for greater export subsidies. . -
Meanwhile, the Europeans have-

The same depressing story, .
slthough with some modification,
holds true of Japan..As.the yen
has shot up and food prices have
failed to come down, consumers
have become restive about Ja-

pan’s farm lobby and {ts extraors
dlnarypawerover prices thruugh-
the economy, including the

- ture Minister

. price of land. Keldanren, the
employers’ {ederation, sees the
of cheaper food as a way

prospect
- -of holding down labor costs and

keeping the country Competitive.

But, for all that, it will take a
- political earthquake to get Japan
to liberalize markets for farm
producuetiecﬁve!y -

At the OECD meeting, Agricul-

Mutsuki Kato said
that lenn was concerned about
becoming too t on food
imports and that change would
bavetou.kephcemlmedium-
tolong—texmpenpecnve(ahpa-
nueazphcm!m Or never,

‘He might have-added that radi-
cal changes in farming and land
tenure systems are not things that
can be contemplated by a weak
government, such ‘as the one
Prime Minister. Yasuhiro -Naka-
+sone now leads and doubtless his
successor, too, will lead.

-, And that is how it goes. While
everyme agrees that farm poli-
cies make no sense and must be
reformed, no one agrees on much

OTTAWA LEDROMT /npwstre 11 ) Code T- N )
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:| Mulroney tackiés '.
| farm free trade’ < -

Y Y R R A I
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.
t

Prime Minister Mulroney has found a di
lomatic role that might prove to be his e
strongest contribution to Canadian foreign .
policy. He is now the leading proponent for °
an internatiopal pressure group trying to stop
the escalaling agricultural trade war.

This lobby is the so-called Cairns group of
agricultural exporters — named for the

lace of its founding meeting in Australia -
year. Its 14 members are vastly diverse,
ranging from tiny Fiji and the enormous pov-

erty of Indonesia to Brazl, Hungaty, Uru-

guay and New Zealand. .

They have this one cause in common: all
are victims of the agricultural trade war
now raging between the United States, Japan

and the European Economic Community.

At a ministerial meeting in Ottawa, the 14

made Malroney their principal spokesman in

the weeks to come. As the only Cairns group
member with a seat at .the seven-power -
Western summits, Mulroney has been dele-
gated to argue the victims' case at the Ven-
jce summit next month.

It will. be a hard argument to win, but a
natural one for Canada to make. Canada has

m—
A}

\
\l

. The Europeans, “Americans .and Japanese
‘will not so readily agree on solutions. All
+have used price supports and import barriers
:1to protect their farm constituencies — even
‘when retaliation abroad negates any protec-
itionist benefit. (Nor has the Cairns group re-
_;frained entirely; Canada has announced a $1-
“1 billion- subsidy for grain farmers.)
. .*Mulroney also understands that his West-
" et summit counterparts have heard all this
;before. They paid lip-service to agricultural
free trade last year at Tokyo; since then, the
trandee:iahrhasonlylntexmh' ied, o
- "He. try, nonetheless, to get agreement
on action this time. Among otgbér remedies,
| Cultura] issaes wader the Geberal Agrecacat
] er the t
et i o e
"Like the of the Cairns group, M
-knows there “is no" time to los:.letbont a
truce, a trade war can escalate as explosive-
.1y as any shooting war.

a ligher stake than most in the health of ag- -

ricultural trade. It is a rich country but —
not for the first time — has more interests in

common with the world's poorer exporters of -

farm products and raw materials.

Mulroney’s assignment from the Cairns
group therefore carries two possibilities. He
can help bring a truce to a war of beggar-
your-neighbor protectionism. He can also
help anchor Canada's presence in‘the turbu-
lent diplomacy of international economics.

None at the Venice summit can dispute the
trade war’s losses. Subsidies on exports and
barriers against farm imports have combined
perniciously with slow growth to impede the
free flow of farmers' goods. The results: low-
er prices for farmers, higher-than-pecessary
prices for consumers, and smaller exports.

o
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u transport face au traité de libre-échange :~ ;
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1’C) — Le ministre du C r i
u‘lér’leur PI;:erre ilaclf:r‘&‘lcdc: W O &j\) "
haussé le ton, hier, pour presser cer- S = ’; )
taines gens d’alfaires tmr (s de . P ‘-UJ'
réagir avant que le trailé de Jibre- m (U
f,cllmngc soit signé avec les Etals- :': Jee;
nis, h Tz
. Le ministre a cherché & secouer z ‘;—'
certains entrepreneurs oeuvrant 2 o
dans le secteur des services, parll- -
culid¢rement ceux des.transports. . ( TN\
« Personne n'esl venunous volren- -, ' c
core, Aprds, ce sera trop tard pour ' 'O

nous dire qu'on n'a pas tenu compte
de volre opinion s, a-t-il prévenu.
. «llnereste plus grand temps, Ne
restez pas assis sur vos laurlers»,
a-t-thavertl. « Peul-8tre que je suls
trop susceptible, trop chatouilleux
( « sensitlve » ) sur 1a question du li-
bre-&change, mals je tiens A vous -
dire que je m'attendals A avolr beau-
coup plus d'implication, d’interven- .
tion de la part de gens comme vous. »
Pour ceux qui ne prenalent pas son
ce au sérieux, M. MacDonald
a subtilement ajouté ?ue c'élait Id
« ma lagon diplomalique de dire
qucltgc chose d’autre que je pense
toul bass.
En eniretlen avec les journalistes,
aprés son Intervention, le ministre a
expliqué qu'il tenait & secouer I'in-
dustrie du transport, qui turde A ren-
conlrer les experls gouvernemen-
taux ou A déposer des mémoircs au- +
- prés du comité gouvernemental
i ahaI;gé de négocler avec les Elals-
n -
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By John H. Makin

WASHINGTON

iticorp’s write-down of its
Latin American loans

by about 25 percent was

a sound decision that

will pay handsome divi-

dends for its sharehold-

The strength of Clticorp stock
the wesakness of some other
shares in the aftermath of
chairman Jolm Reed's announce-
t made clear the market’s read-

follow Citicorp’s strategy to reduce
uncertainty about their own third
world debt holdings by selling assets
and setting aside more reserves. But
the options for the borrowing coun-
tries are less clear. :

Debtor countries and creditor

" banks might benefit from the forma-

tion of a public institution that could
act a3 an intermediary between the

- would also enable banks to continue
to lend money to developing countries
at rates set by the market.

Before the Citibank initiative, there
were two major proposals for dealing
with the third world debt crisis: the

John H. Makin directs fiscal policy
studies at the American Enterprise
Institute for Public Policy Research.
Baker plan, put forward by Treasury
Secretary James A. Baker 3d, and the
Bradley plan, generated by Senator
Bill Bradley, Democrat of New Jersey.

_The Baker plan recommends con-
tinuation of the strategy, followed
since 1982, of linking additional loans
to the- successful restructuring of
debtor countries’ economies so that
‘they can achieve greater growth and
even.tual self-sufficiency. Put bluntly,
the idea is to put more money into
Mexico, part of it provided by com-
mercial banks, on the condition or
bope that Mexico will transform its
economy into one like South-Korea’s.
That would be constructive, but to

- count on it may not be prudent.

The Bradley plan is designed to
provide relief to debtor countries. It
acknowledges that the loans to them
peed to be written down and that,

NEW YORK IIMES &

INTERMATIONS . -

Bk .
26 1987

ng Banks and
~ the Third World, Too

commensurate with the write-downs,
the debtor countries need to receive
relief in the form of lower debt-serv-
fce payments on those loans,

Citibank’s write-down approach is,
on the surface, more akin to the Brad-
ley plan, which seeks to acknowledge
troubled loans and gradually to re-
duce the troubled debts held by devel-
oping countries.

But the Bradley plan aiso has
flaws. Under existing conditions,
when a bank sells, say, $100 million
‘worth of its loan to Mexico on the

There are two problems with this
approach. First, the buyer of the Mex-
jcan loan would not have paid 60 cents
on the dollar for the loan, given the
certainty that interest payments
would also be reduced to 60 percent of
their original value. Were the bayer
of the loan to attach a 60 percent
probability to timely servicing of the
loan, under such new conditions he
would offer only 35 cents on the dol-
lar.
The second problem is the classic
dilemma of a program that is bad for
the system as a whole but good for an
individual player. 1f the finance
minister of a Latin American country

Create an )
institution
to buffer debt.

learns that debt-service payments
will be written down proportionately
to market discounts on its loans, the
_incentive will be to drive down the
market value of its lsans as far as
paossible in order to obtain the maxi-
mum discount cn debt-service pay-
ments.

_There really is no easy way out.of
this conundrum. One plan, though,
that could help would be to form a
special institution to buy sume por-
tion of loans to Latin America at a
discount from the commercial banks.
The banks would then be rid of
part of their exposure to Latin Amer-
jca and would replace it with

claims on the official institution.

In other words, the bank that sold a
claim on Mexico for 60 cents on the
dollar would in turn receive a claim
on the official institution, which guar-

‘anteed to pay six-tenths of the inter-

est claim on Mexico. The official in-
stitution would then be charged with
renegotiating terms of the debts of
Mexico or of other Latin American
economies that it had acquired.

Knowing that the institution paid
below-par prices for the loan in the
first place, developing countries would
also realize that it could afford to ne-
gotiate below-par interest rates. Of
course, a public institution would then
have to absorb the risk that the debtor
countries might not service their
debts, even at the new below-par inter-
est rate. Latin American and other
debtor nations would appreciate that
subsequent borrowing and the terms
of such arrangements could depend
critically on the negotiating attitude of
the official institution that had ac-
quired their loans. This would make
debtor countries more willing to ne-
gotiate with creditors.

The advantage of interposing an of-
ficial iristitution between the debtor
countries and United States banks is
the buffer it would provide between
the highly uncertain outcome of debt
negotiations and the performance of
American money center banks that
are at the heart of the world financial

system.

The disadvantage lies in the diffi-
culty of designing the new institution
so that it would provide incentives to.
investors for the eventual resumption
of investment in attractive projects
in the third world. The fact that un-
wise loans have been made in Latin
America and elsewhere does not

mean that attractive investment op-
portunities in developing countries no
longer exist.

A resumption of lending to third
world countries would require allow-
ance for resumption of free contract-
ing between lenders and borrowers.
Any official institution that absorbed
existing third world debt could expe-
dite this process by making a market
for such debt The institution would
publish daily bid-ask spreads on loans
of each country and country agencies
so that good performance would
register in higher loan prices and pro~
vide investors with information about
the market assessment of perfarm-
ance by debtor countries.

wo




The desperate needs of the poorest
third world nations will not be served
by Citicorp’s action. But neither couid
those needs continue to be served by
trying ta blur the distinction between
sound investment and foreign aid.
Coercing commercial banks to pro-
vide more lending, which was added
to the interest that most developing
countries could not pay, served nei-
ther borrowers nor lenders.

.. - By acknowledging that about 25
percent of the value of Latin Amer--
{can loans has been lost, Citicorp has
established & basis for the resump-
tion of new vahumntary lending by com-.

mercial banks. Such new lending
could assist attractive projects in the
developing worid while demonstrat-
ing the peed for more concessienal
lmmtocamﬂesnotyamdywre-
sume commercial borrowing. -

It may well turn out that Clueorps
action will have heiped to distinguish
those countries and projects for
which the Baker plan can work fromy
these for which it cannot. S 8
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Economic Scenelomwse . -

Floating Up

To Venice

@ IIE dollar rose sharply yesterday, and so did
the stock market. Has there really been a

jurnaround In sentiment toward the dollar -

and the economy or is this Just a temporary spurt
sparked by speculation thal the Federa) Reserve is
going to tighten money and raise inlerest rates, to
fioat the doliar up before the Venlce summit con-
furence begins? ' .

The market's action yesterday looks like a vote

‘of confidence for the position that the Fed's chalr-
man, Paul A. Volcker, has been taking: that the .

highest priority the United States now faces Is to ¢
defend the doliar. The argument Is that a further
decline would worsen Inflation and ultimately ralse
interest rales still higher, plunging the United
States and the world economy into recession. .

But some economists contend that the dollar and
the world economy are still In deep trouble. Ste-

TP o1 G
' . : ) "t Mebsdxk  (lons against speculating againsi the dollay, while -

N e,
~— {[Z/mittee, there were still holdouts against tightening
~money (o support the dollar. The just-released
minutes of that meeting disclose that "*a few mem.
: _bers were of the viéw that the doliar sooner or later
. |- might need to decline spmewhat further to correct
the nation’s trade Imbalance — and such a deciine
-shouldbe accepted if it occurred”, *; -~ . r
However, the minutes show that mast members
L “expressed concern about continuing .dollar de-
&4 Ppreciation under prevailing circumstances.! The
\ ©. | committee voted unanimously to make no change
e o i Bl S Yoo v ] Inits credit stance at that time, while pecognizing
Y, ,|' ShESELenS NXOy\ e 0l ¢ {. ; that “excessive weakening in the dollar’ was the
S/ 45 B sy L) memlal develppment most likely to make tighten-
b ox A i { .. Ing necessary. Soon afierward, the gin to

oy . Soon af rd, the Fed did begin

IRy tighten, Mr. Volcker said on April 30 that the Fed
l;’ i) 7{};*}. had been "snugging.” Japan raised its interest
L %9 % 21 rates, and then warned private financlal Institu.

v . . " "+ continuing its own support of the dollar. *
States trado and current account deficit, but also. .- 'Has the support operation of the central banks
tlsing outflows of private caplial.’’ . "' pow succeeded in turning the doliar around? Or
He doubied that the central banks’ nerves would .  wliil thg fundamenta) imbalances |n Unlted States,
hold, aa total interventlon rises toward —~and prob- Jaram;ae and German [liscal, monetary and trada
ably beyond — the $100 blllion mark. Increasing’ " policies again bring the doilar down? .o
doubts on this score in the markels,"” he predicted . - Mr. Marris Is sticking to his three-year-old pre-

phen Marrls, senlor fellow of the Instliute for Inter- * last month, "*will put further upward pressure on ; diction that “'as the crisls develops, the palnful and

natlonal Economics in Washington, holds that both
the dollar and the “fraglie’’ world economy are
still very much on track for the “hard landing"
that he first predicted over three years ago.

A sign that the hard landing is arriving, he re-
cently told the Joint Economlc Commitiee of Con-
gress, 18 the drying up of the Infiow of private lor-:
eign capital to the Unlied States. In 1885 and 1086,
this private Inflow amounted to over $100 blilion a

.year. But in the fIrst quarter of 1087, the private In-

flow stopped; to keep the dollar from plummeting,
ccntral banks, Including the Federal Reserve, in-
tervened to the tune of $40 blillon. Despite the
heavy Intervention, Interest rates rose sharply In
the United States. '‘Before long,' Mr. Marris
wamell Congress, *the central banks could well
find that they are not only financing the United

!

Unlted States Interest rates.” - . " long-drawn-out process of tutting the budget defl-

"“The polnt most Americans seem to miss,” Mr,  cit will have to get under way in earnest'* and that,
Marrls wrote three years ago, ''ls that when capl- “to restore confidence, restrictive moneta anJ
tal begins to fiow out, U.S. interest rates wil rise.”  fiscal action has to be taken on a scale that is bound
Thathasbeen happening. - . . to generato oy aggravale g recession." )

"1t |s precisely ths Interaction of seif-feeding . This, he sald in his Congressional.testimony of
doubt between domestic money markets and the  April 28, Is “’'now. the unpleasant situation that will
foreign exchange traders that has been the most be facing the Federal Reserve Board, Congress
giriking feature of stabllization crises in other andthe Administratlonbefare the end of the yean"
countries,” he warned three years ago, adding Putting together a package of monetary and fls-
that; as the dollar decline accelerates, and Wall - cal measures to head of{ the key threat to the
Street gets Increasingly worrled about Inflation, global economic and (inanclal system {s the main

budget deficits and rising rates, the Fed would task {acing the seven leaders of the major Indus- .

have no option but to keep a tight rein on money. trial countries at the Venice summlt conference.

That, (oo, has been happening.. Less than two But they apﬁear unprepared to tackle that funda-
months ago, at the March 31 meeting of the Fed's mental job, hoping that the centraf bankers — and
chief pollcy-muking body, the Open Market Com-  luck — will enable them to muddie through.
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'Death of ‘Baker Plan

ByPETERT.KILBORN ~

. admit to a staggering $3 billion in
potential

Spaciai 19 The New York Times

WASHINGTON, May 25 — The .

decision by Citicorp last week to
losses on foreign

MAY

HEW YORK Iimed

'omeeroimenium&mmyCum-.
cil staff earlier in the Administration.

. *‘And this is the coup de grace.” - )
~Contrary to the assumptions of the -

-plan’s author, Treasury Secre
gama A. Baker 3d, and hisprindt;z.

chairman,
. the nation’s biggest banking com-

pany has conceded that a part of the
estimated $1 billion in loans from the
industrial countries to developing
Jcountries — 21 percent in the case of

" - Clticorp’s loans — may be worthless, .

“It was threequarters dead any-
way,” said Norman A. Bailey, a debt-
fssues consultant bere and a senior

In recent in; Mr. Baker has

would be any more acceptable than

26 1987

"on Debt Seen

hlsowntothebroadspectrumolaf-,_
fected interests and none have. But
anatysts say the decision of Citicorp,

the parent of Citibank, could mean -

less lending by commercial banks to
the countries, not more, as the plan
envisaged, and that it increases p

Sure on taxpayers of the industrial
nations and on multigovernment

lenders, primarily the World Bank,to

fill the void.

The decision is also speeding a
search for new approaches to the
debt problem that broaden or dis

‘place those of the Baker Plan. Mr.
' dared his critics to offer a plan that -

Continued oa Page D2

s
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‘ !economies, rather than merely to

.keep up their interest payments on

. existing debt.

! Mr. Baker proposed, too, that the -

jmultinational lending institutions
i contribute an additional $3 billion,
iand he ‘assigned one of them, the
World Bank, an expanded role in
overseeing the lending.

In retumn, Mr. Baker askéd that the -

! countries adopt economic policies —
.« deregulation and privatization of gov-
. ernment industries, removing barri-

long-term growth.

Many analysts found the plan a con-
structive departure from the Admin-
istration's earlier view of the debt
issue - and still do. The Administra-
ticn had been insisting that, in ex- -
change for help, the debtors adopd
harsh, quick-fix, belt-tightening poli-
cies that included® cuts in people’s
wages and layoffs at government-
owned ies.

The World Bank would help guide
the countries in reorganizing their
| economies rather than its sibling, the
" international Monetary Fund, which,

o g —

' ers to grivate and foreign investment, .
' adopting policies to increase savings .
— that he said would assure their )

bank debtpi‘nyge face of its deteriorat-
.ing economy.
The World

say that the arrangement was of
particular interest to Mr. Volcker,
who as a regulator of-banks was con-
cerned about the destabilizing effects
on the American economy of possible

. bank failures resulting from declara-

ticns of losses on the lcans.

Although some banks, with Citicorp
.among' them, have been slowly in-
creasing their reserves to take ac-

. banking
{irod, a former top official of the Fed.:

Bank has fulfilled its -
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eral Reserve and now vice chairmen
International

:

me mmore or assuage’

" the Federal Reserve’s fears by push..

ing up their stocks. .
Harder Bargains Forecast o

gaining access to voluntary lending
- by the banks within a few years, City’
'bankisslgnal!ngthatthatvisr_gotmthq

ment Council here, "
“What does this do to lending by the,
banks?** said William R. Cline, econo~

. mist at the Institute for Internationat

Economics here. “The smaller re-
gional banks could say, ‘Citibank is
voting with its feet. Why shouid we
put up more money?* **

But these analysts also said that, by
taking a tougher position, the banks
could press harder for the kinds of
economic reconstruction that the
Baker Plan requires, which would
help facilitate loan payments over the,
longer term and strengthen tha} fea~
ture of the plan. -
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Peter Bruce in 'i‘okyo‘:re?é:b:rts dp’Nékasbné’sﬂéétics for next month’s summit
Japan’s last card before Venice

. RS EL I RO b ‘..' ..
MR YASUHIRO NAKASONE, the package <a supplementary budget .  tralised next April when the Gov-

Japanese Prime Miister, this week ~ — worth about ¥5,000bn ($35bn) that .
begins what may be his last chance  his Cabinet should formally adopt -
in office finally to copguer b
can’and European hostility to Ja- onits make-up today. CoT
D o T e e ormant
e wor . ing-to te rmant .
In what amounts to a combined Jananese-domestic economy when
chirm and action offensive, Toky0 ““he met President Ronald Reagan
is preparing to confront its mAJT Wachington at the end of March”

litical, - fiscal and trade initiatives
designed to take the heat off Japan  mre than just a little impish when
at the summit of the West's seven  he wrote to his Japanese opposite
Flatlj:;'-mil;{mﬁ;?m“ in Venice numberllast weefk to as;‘ir hu:emﬁch—':
in wee - : - ¢+ he was looking forward to hearing™
As a start, the Government plans  getailg of thh:g package when they-
to bring 8 formal eltild in th:hn::t meet in Venice, -~ .- *ieiht
few days to negotiations with the - hudeet  du
" US overJapanese participation in to{gepu?gg laemspee‘;:it:l%ulim:'nt?r;
the Strategic Defence Initiative oo Gon jater in the summer,.will
(SDI) research programme. Bonn, g0 the final approval last week
Londoa and Rome have long sinc®  of an aysterity budget for fiscal
joined the effort and Japan. &5 g7 My Nakasone damaged his po-
Washington's major military allyin - yea1 profile during the budget de-
Asia, has been noticeably absent..- bate by fighting in vain for the in-
Next week, seaior Japanese Fi: goguction of a sales tax - :
pance Mmistry officials are due to - - ', : -
travel to Washington and London _ The sales tax was to have been
carrying updated commitments to - Past of a bigger three-year reform
liberalisirg the country’s highly re- Programme, which would bave in-
gulated financial markets, They are  cluded balancing income and corpo-
expected to finalise arrangements. .Tale tax cuts worth about Y4,900bn.
aliowing some foreign firms to be- Now, bowever, the planned supple-
i ; i : s - mentary budget will contain only
gin offering limited discretionary a
° investment services in Japan and to ‘tax cuts - possibly worth Y1,300bn
- detail new plans to involve foreign and mostly in income taxreduc-
! companies more in underwriting toaswhich would have been part of
Japanese Government:bonds. the failed reform. - ST
The Japanese team is also likely~  The rest af the Y3,000bn is, ac-
to use these regular ‘consultations cording to widespread speculation,
to promise faster action on opening— going to be made up by bringing
up the Tokyo Stock Exchange to forward and- increasing public
foreign brokers and to point out the works spending and by steps to en-
Government's efforts *in- the past courage greater private sector in-
few weeks to talk down short-term vestment. The state may agree to
izterest rates and so help the dollar  contribute more than its traditional
to strengthen. .- . " - 5 per cent to joint private-public
But for Mr Nakasone, the acid t{entures and to finance Y15(bn in
test in Venice will be the reception home mortgage write-cffs, but the
given to an emergency economic economic or revenue effects of

I ce

Ameri- on Friday after a final negotiation ..

] ashingto:
trading partners with a fistful of po- -and Mr George Shultz, the US Sec--
retary of State, was probably being - §

2

I

]
e e

TR, - d
. MrYn;u Nakasone -
these steps are impossible to mea-

Even if Mr Nakasone's fellow
heads of government and state are
impressed by all this in Venice,
however, the package appears to be
t;oading for a poor reception in To-

“At least it's better than last
year,” was the best one senior US
economist could muster yesterday.
Last November, the Nakasone Gov-
ermnment put a Y3,600ba supplemen-
tary budget to the Diet and “only 4
per cent was real.” he said.

Supplementary budgets and the
“front loading™ of public works con-
tracts are common in Japan and
new money involved is often diffi-
cult to separate from funds already
budgeted and which are merely be-
ing re-manipulated. This time, how-
ever, there does appear to be about
Y1,700bn in extra public works
spending available which, com-
bined with the tax cut, means that

,at least ¥3,000bn of the Y5,000bn

will be “real.”. : -
-Even that has to be qualifi
however. The tax cut may be neu-

- carried forward and the
"trmlm se‘llnmgand Tel {NTT)
. Telegrap elephone

.. might also be tapped.

* World countries. But on closer ex-

--$20bn involves the as-yet unsecured

.It,is also nntde&ryet‘!io;th
supplementary budget is going to
be financed. Pﬁghebthmwm
tax revenues from last year may be

off stock in

:Mr Nakasone has a few other
sweeteners to offer in Venice but be
may be careful not to sell them too
hard. Tckyo is, for example, touting
a $30bn scheme - also promised in
Washington - {o recycle some of its
trade surplus to indebted Third

amination it transpires that $16ba
is part of an clder Finance Ministry
plan to fund a World Bank scheme
and that almost half the remaining

participation of the private sector,
Barring a political miracle, Ve-
pnice will be Mr Nakasone's ‘last
summit among the so-called Group
of Seven. His term of office as lead-
er of Japan's ruling Liberal Demo-
cratic Party, which has already
been extended, expires at the end of
October and he cannct openly cam-
paign for re-election. .
. - Weekend polls show some 80 per
cent of Japanese voters do not want
‘him to continve in office anyway,
which is a long way for a man so ap-
parently well regarded in the West
to have fallen, -
Even if he were to score points in
Venice - perhaps by persuading Mr
Reagan to lift his 100 per cent pen-
alty tariffs on imported Japanese.
electronics goods early = Mr Naka-
sone's electorate appears to have fi-
nally had enough austerity.
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Meeting Yields Optimism
On Agricultural Exports

"“Cairns Group'® Sees Chance to Cut Trade Subsidies

By Stuart Ausrhech
Washgton Poet $iaf Wikter

© OTTAWA=—A group of 13 agricultural
exporting nations ended a two-day confer
ence hare Jast wesk on an unusual note of
optimiam, citing s growing recognition
*smong leading Industrialised nations that
vernment support payments have dests-
ilized global tarm marke:s.
The countries, calling themaelves the
Cairma Group after the Australian city
where they first met nine months sgo,
Eolnted to a brief window of opportunity
. late next year as the best chance to begin
rolling back export subsidies, and they
urged that sgricultural raform ba an “early
. harvest” of the international trade talks un-.
der way In Geneva,

Thia "early harvest® also would take place
in late 1938, when trade ministers from
around the world can review the first two
years of negotiations to strengthen the
compact that governs world trade, the Gene
eral Agreement on Tariffs and Trade
(GATT).

*The minlaters agreed that early action
wat needed to de-escalate zlobal tensions in
agriculture,” the Cairns Group said in a
communique lssued Saturday. *They wel

- comed tha expliclt recognition by OECB
(Organization for Economic Cooperation
and Development, compesed of industrlale
ised nations that met In Paria this month)

- that excesaive support prices are st the root
of the dintortions which plague agricultural

'T‘ﬁey saw this recognition ss a majer

step in the development of political will, es-

Eechl!y amonf key OECD countries, which
necessary if the rhetoric of agriculturs
reform is to be translated into concrete
commitments to improve access and pro-
gressively phase cut all forms of subsidies
wl;t!’:h sdvernely affect trade,” ths group

aid,

Ths aim of the 13 nations—largely mid-
dle-power countries that call themseives
“free traders In agriculture® even though
some of them subsidize thelr farmers—Is to
keep pressure on the European Community,
the Unitsd States and Japan to vnraval their

subsidired farm axport programs through-

ths GATT tilin.

Canzdian Prime Miniater Brisn Mulroney
wa) given the explicit authority to carry the
report of the Cairns Group to the eccnomic
summit in Venice next month,

The optimism comes from subtle shifts in
the position of the Europesn Cemmunity,

Agricultural Trade Confere

TALKS, From D1

 In Us Oual umuumlh‘u-. tUm
Cairns Group sttacked “duturblns
signy” in U.S. trade legislation an
gmong the EC nations that it sald
could harm the climate for succass. |
ful GATT negotiations.

Specifically, thoss signa sre an

BC proposal to introduce a consume

EA 930 (82/8)

. tunit

which ¢ Canadian officlal brandsd as “thd
principla villain® in farm trads subsidies.
But Australian Trade Minister John
Dawking, chairman of the group, sald recant
budget-dictated EC cutbacks, c,o?echlly in
dairy production, are “the first tangible
signa of a shift In the community’s attitude

" to agricultural reform.”

“It would have been inconceivable & year
ago that the B an Community would
have moved ma ;S:S(.Iy ard as far as It kas,”
said a Canadian official who asked that.his
pamenotbeused, !

Joha R..Tarrant, an economic specialist
with the U.S, Embaunsy here, sald the Unit-
ed States has noted & changed attitude
smong EC members, especially Francs,
which appesred & year ago to have the most
deepl{ rooted opposition to ending Euro-
paan farm export subsidies,

Under the more market-orisnted govern-
ment of Prims Minister Jacques Chirac, ad-
ministzation officials in Washington asld,

+ Franca Is talking about striking a deal in ag-

riculture in late 1988 after elections
gtr:tn:o. West Germany and the United
1%

Dawking sald this time period will ®
sn eight- to nine-month *window - '
to reverss globa! farm subsldies,
&hie ”1;. politically charged issues around__

worL .
With Francs quietly shifting clossr to the
United States poaition on farm trade, West
Germany has cmerﬁgkn the principle Bu-
ropean stumbling block to change, admin-
fatration cfficiels sald, They pointed to West
Germany's protection of amasll, inefficiant,
yet politically powerful farmers in Bavaria
as the reason for Bonn's tough stance,
Japtn also came under attack here for its
tectionist farm policies that ars almed at
lating thelr markets under the guise of
self-sufficlency and the maintenance of so-

‘clal structure.” But the Csirns Group noted

soma ghifts In Japan's sttitude. .

An OECD study, released this month in
Parls, singled out Japan as the nation paying
the moat to subsidize its farmery 3t the cost
of incressed food prices for consumers, Ja-
pan's aubsidies amount to 70 percent of the
valus of the crops, compared to 40 percent
go;tthc EC and 20 percent for tha United

83, .

That study, slong with one ralessed this
month by the U.S, ment of
tgx'.E l;l” log‘ng &tl&aah. the host of the
mesting, su ta farmers st the same
lavel as the United States,

Bes TALKS, D¢, Cel 1

doneals,

rt Enhancement Program  guay. F&
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nce Produces Qptimism

er tax on fats and ollr=which the tdver:ely affected world grain

could start " ne-- males
Ewﬂg'l?xgo %n'ﬁgmw wads Jdle
pute” snd fa 'hm!nunt' with
pisdges not to imposs saw trade-
distorting measures—and congres-
&m&gvct to increase funding for
of subsidized: oversaas farm aales,
which the group sald “already has

Meiibuie uf this
tinn, Australls,
lle, éobmbla. Fi Hung.ry, Ine
Malaysis, Nsw Zaaland,
.the Phulrpinu. Thalland and Uru-
, In ths midst of a coup, did
its minister but was repre-
santated by an honorary conaul.
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By delaying the full effect of the tax benefits.
until 1988, Congress mortgaged the economic
performance of 1987. Mr. Laffer likened the

"delay to a department store announcing a major
sale too far in advance. Consumers will postpone
their purchases until the sale is held.

Trade Week luncheon of the For-
eign Trade Association of Southern
California.

When the tax act takes full ef-
fect next Jan. 1, USS. businesses and
wage-carners will enjoy the lowest
tax rate structure since the 1920s.
Mir. Laffer called the act the “most
significant tax change in the past
60 years.”

The marginal tax rates for
high-income earners and busi-

nesses, come Jan. 1, will be among
the lowest in the industrialized
world, he said. o

By delaying the full effect of the
tax benefits until 1988, however,
Coogress in effect mortgaged the
economic performance of 1987. Mr.
Laffer likened the delay to a de-
partment store announcing a major
sale too far in advance. Consumers
will postpone their purchases for
weeks until the sale is held.

L PN TR

In the case of the 1986 Tax Re-
form Act, wage-earners and busi-
nesses have been assured large tax
cuts beginning next Jan. 1. Those
who are able to defer income from
1987 lu}ﬂl 1888 will realize more
than a 10% tax savings.

As a result, to a large extent,
income, industrial production and
investment have been put on hald
in 1987, Mr. Laffer said. Add to this
economic slowdown the weak dol-
lar, the fear of protectionist legis-
lation and an administration whose
hands have been tied by the Iran-

Contra controversy, and 1987 bas.
all the makings of a bad year eco-

nomically, he said.

However, 1988 should be a ban-
ner year. Income deferred from
1987 will begin to appear soon after
Jan. 1. In fact, income growth may
be accelerated even further than
expected because some businesses
will try to boost profits as much as

T 4o o e e

y to Boo

e e e -

possible for fear that Congress will
decidetoniseuxulnthefuture.
Mr. Laffer said.

As the economy improves, the
dollar should strengthen, and the
federal budget deficit should dimin-
Ish, he added.

Touching briefly on Internation-
al trade, Mr. Laffer said that, if
handled properly, the nation's large
foreign trade deficit can actually
be a plus for the economy. He not-
ed that in the post-World War IT
era, Japan and West Germany
were two of the world's largest
borrowers, yet they also had two of
the fastest-growing economies.

“There is absolutely nothing
wrong with the trade deficit. Bor-
rowing per se is neither good nor
bad,” he said. If the foreign
pouring into the United States is
invested in new plants and equip-
ment to improve productivity, the
end result should be a stronger
economy, he concluded.
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the ‘‘most significant tax
change in the past 60 years.”
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VENICE SUMMIT

Canada Targets
Farm Trade War,
As Top Priority |

By LEO RYAN

Jounel of Commerce Btat!
OTTAWA — Canada's chief pri-
ority at the Venice summit of in-
dustrialized nations will be to push
for significant to be made
in stopping the world farm trade
war, Canadian government offi-
cials said.
The officials recalled that Cana-
da's commitment to resolving agri-
cultural issues was underlined last
year at the Tokyo summit when
Prime Minister Brian Mulroney
brought the matter to world atten-
tion.
The Venice summit is another
opportunity to carry things for-
ward for the multilateral negotia-
tions under the General Agreement
on Tariffs and Trade, officials say.
The world's second-largest
wheat exporter, Canada is fighting
hard to hold onto its share of world
markets in midst of the US.-Euro-
pean Community subsidy war.

ernment announced a C$1 billion

subsidy to belp the 175,000 farmers

throughout Canada absorb an in-
come drop of about 3% in previ-
ous months.

“Now we are hoping to build on
recent commitments made at the
Organization for Economic Cooper-
ation and Development and get a

_ still stronger summit commitment
at Venice,” the officials said.

The OECD meeting this month
produced a cautlously worded
agreement In principle to call 3
truce. The OECD-member coun-
tries bave agreed to work out trade
rules that will govern the agricul-
tural sector. .

A senior Canadian official sald
‘the tough part begins July 8, when
the GATT talks on agricultural
trade get under way.

“That's when we would want to
see the whites of everybody's eyes,”
be said.

Canada hopes all participants
will agree at that meeting to pres-

o ent firm bargaining proposals by

early fall.

This past weekend, the so-called
~ Cairns group of 14 agricultural ex-
. porting countries, including Cana-
I da, Australia and Brazil, pursued

Last December the federal gov-

discussions in Ottawa on farm
trade issues. (The group was
formed last summer at a

in Cairns, Australia.)

The US. budget deficit does not
appear to be as high an issue for
Canada as it does for some Europe-
an countries at the Venice summit.

Officials i{n Ottawa, however,
said the Canadian t was
concerned over ‘the increasing
worldwide recourse to protectionist
medsures.” In this regard, Canada
has felt the brunt of several US:
restrictive trade measures in the

year and is seeking contingen-
cy protection under a proposed
free trade agreement with the
United States.

Generally speaking, Canada
wants a commitment from the sev-
en leading economies of the West-
ern world to “render GATT more
effective to resolve trade disputes
and to monitor trade policy,” the
Canadian officials said.

On monetary matters, the Otta-
wa authorities have not shown the
same concern as Euro coun-

tries over the decline of the US. !

dollar. And it's believed there has
been an improvement in interna-
tional monetary cooperation.

Third World debt, however, re-
mains a big problem that Canada
would like to see addressed in

some detail at the Venice summit. |

Relations with the developing
countries are a major priority in
Canadian foreign policy.

“Some of the poorer countries in
Africa are attempting to service
their debt by sacrificing their eco-
nomic development,” Canadian of-
ficials said, adding that “jt may be
necessary to reverse the situation
and have financial flows toward.
the debtor countries.” :

For Mr. Mulroney, progress
soon on alleviating Third World
debt has become especially desir-
able since Canada will be playing
host next October to one of the
regular summit gatherings of the
British Commonwealth. In early
September Canada also will be
staging the first-ever summit
meeting of French-speaking coun-
tries.
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Tally-hoe “Mr.

Prime Minister Mulroney has a tough
row to hoe at the seven-nation economic
summit in Venice next month.

Mr. Mulroney will be the standard-
-bearer of a diverse group of 14 smaller-
and middle-power countries that depend
on agricultural exports. His task is to try
to convince the Europecan Cqgmunity
(EC). the United States and Jajf to end
their heavily protectionist farm policies,

A gravely damaging trade war is being
fought on several fronts. For example, it
has seen the EC and the United States in
particular each try to outdo the other in
subsidizing grain farmers, leading to enor-
mous surpluses and cut-throat competi-
tive effcrts to sell the subsidized grain in
ttard markets,

Canadian farmers — and those from
the ather 12 members of the Cairns group
uf agriculural exporters that t last
weekend in Ottawa — are caughiv in the
crossfire. They have choser Mr. Mulroney
to take their case to the economic summit
in Venice, as Canada is the only country
that belongs both to the economic summit
and the Cairns group.

The task is daunting. But the stakes for
beleaguered Canadian farmers and their
~cunterparts elsewhere are high enough

- .
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Mulroney

that any real progress would be welcome.

There is modest reason {for optimism.
The protectionist countries recently have
been showing welcome signs of realizing
that their policies are unhealthy, and that

° the only practical way of reforming them

is through a common effort.

The new round of international trade
talks under General Agreement on Tarilfs
and Trade (GATT) auspices is tackling the
question of how to make agricultural trade
fairer. That represents progress. But no
deal is expecied any time soon,

And at 3 meeting of the Organization
for Economic Cooperation and Develop-
ment (OECD) two weeks ago in Paris, Can-
ada and 23 other Western countries called
for a truce in the agricultural trade war.

As Ottawa maintains, subsidies for
farm production, particularly in ways that
tie the amount of the subsidy to the
amount produced, are the wrong way o
support farmers. Such policies have fed to
massive overproduction and massive
drops in agricultural prices. Developing
countries have been among the victims,

Agricultural protectionism is a3 nasty
husiness, Mr. Mulroney would do well to
try to prod his counterparts in Venice into
doing something to end it.

’
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Meech Lake has merit

{
Canada’s first ministers will '

meet next week to f‘approve a
formal text intended to 'allow
Quebec to resume its; place as a.
full participant in/ Canada's
constitutional development.”
This is the major achievement of
the Meech Lake accord, which
Canadians will ratify now or
leave to another generation.

Let us be clear about our
choices. If these negotiations
had failed, Canada’s constitu-
tional development would have
atrophied. Without  Quebec’s
participation, few other signifi-
cant changes were likely. True,
the general amending formula
would have allowed Some
.amendments without Quebec's
approval. But Parliament (and
probably Ontario) would have
been loath to proceed with major
steps’ that hlghllghted Québec’s
political isolation.

Have federalists who reject
Meech Lake for sharing too
much power with the provinces
fuliy considered the implica-
tions? Rejection would mean
that the inevitable resurgence of
Quebec nationalism would occur
outside a fully Canadian context,
and invite even more decentral-
ization in the future. It would
frustrate other regions' aspira-
tions for change, further chal-
lenging national unity. More-
over, it presumes that power-
sharing is a bad thing,. Not nec-
essarily so.

Meech Lake would give the
regions a role in populating the
one federal institution intended
to reflect regional interests in
Ottawa — the Senate. It's not
Senate reform (though it could
be significant if the provinces
decide to elect their nominees for
Senate appointment, because
constitutionally the Senate al-
ready enjoys virtually equal
powers with the*House of Com-
mons). Nevertheless, Meech
Lake is the first advance on this
front in living memory, and it
pulls the regions closer to the
centre, not farther away.

Meech Lake would also give
the provinces a say in appointing
Supreme Court judges. The

principles,

Supreme Court is the final con-
stitutional arbiter, often choos-

. ing between provinces and the
. federal authority. Shouldn't the

referees have the confidence of
both parties through the appoint-
ment process? -

- Meech Lake would recognize
Ottawa’s spending power in
provincial jurisdictions, but at

the same time it would soften

that power — an elegant con-
cept. Provinces that want maoney
offered by Ottawa as an incen-
tive to adopt certain policies
within provincial jurisdiction
could implement a federal plan,
or substitute a provincial “initia-
tive or program compatible with

.national objectives” — objec-

tives defined by Ottawa. -

This would mean more variety
in the character of social pro-
grams across Canada, but Cana-
da is a federal state — federal
because variety. was a condition
of Confederation in 1867. (Meech
Lake’s recognition of Quebec as
a “'distinct society within Cana-
da’ restates a germane histori-
cal truth.) By allowing for ex-
perimentation, variety can also
be a virtue in practice, assuming
common objectives. Provincial
jurisdictions exist for profound
and practxcal reasons — not as
inconveniences for those who
would impose uniformity in all
fields across a complex nation,

Meech Lake raises some
doubts and ambiguities, of
course, but it strikes a delicate
balance among constitutional
regional interests,
the past and the future. It would
surely collapse if, for example,
Quebec sought more limits on
federal spending power, or if the
West demanded immediate
Senate reform. But there is no
excuse for the unraveling of this
agreement next week — public
reaction has been mute or gener-
ally positive,

Assuming the legal language
conforms to the principles stated
at Meech Lake, these amend-
ments offer Canada more securi-
ty than risks. Given the options,
they have our support.
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. Higher paymehfs_ i@ed for fdrmers' ‘

Give away surplus grain

~to starving,

BY GEOFFREY YORK l ‘
The Globe and Mail

HUMBOLDT, Sask.

Canada should reduce its ;noun-
tainous stocks of grain by delivering
some of the surplus to starving

.

people in the Third World, the west..

ern premiers have recommended.

In a communiqué issued yester-
day at their annuai cunference, the
four western premiers said it is
unacceptable for the grain-produc.
ing countries to be building up **ex-
cessive” surpluses at a time when

prem

there are “‘growing numbers of -

hungry people.”

Canada and the other grain pro-
ducers should reform their aid pro-
grams “to move these surpluses to

those most severely in need,” the -

premiers said.

At the same time, the western
premiers have upped the ante in the
annual debate on federal grain sub-
sidies.

The four premiers agreed-yester-
day that Ottawa’s 196 special
payment of $l-billion is simply in.
sufficient for ian.grain farm.

lers say

Subsidies on Venice agen&a.
Page A3

ers this year,

Saskatchewan Premier Grant
Devine said a minimum of $1.6-bil-
lion is required. ‘

“It's a reasonable request,' Mr.
Devine told reporters.

The othier premiers did not speci-
fy a minimum, but Mr. Devine's
demand is emerging as the lowest
acceptable number. *

t year, the premiers eventual-

GRAIN — Page A2

~Grain should

- ly agreed that $l-billion was needed,
‘and Mr. Mulroney accepted the

request.
This year,

the premiers agree
that a significant increase is essen-
tial. But there is one difference in.

* As he entereq

go fo poor.

yestereday’s meet.
ing, British Columbia Premier Wil-
liam Vander Zalm
he was philosophi
l‘;gmr‘.:sk lauu! subsidi?." However,-

e quickly agreed to upport a spe.
cial subsidy for grain farmers.

emphasized that
cally opposed to

1987: there are no provincial elec.
tions in the Prairies this year. .

Last year’s special payment was
announced by Mr. Mulroney during
a provincial election campaign in
Saskatchewan., The announcement
helped ensure the re-election of Mr.
Devine and the Saskatchewan Con-
servatives.

**We're asking for more than last

-“We're looking at something to
assure that we keep the grain grow-
ers alive and reasonably well, so
they’re still here another time,” Mr.
Vander Zalm said. The westem
premiers also agreed that the
payments for individual " farmers
s;:sould be capped at *“equitable lev.
e ." N

year because the price is down sub-

. stantially and international subsi. al
dies are up,” Mr. Devine said.

Ottawa announced an lB-per-cent,
drop in grain prices this year.

the most.

A ceiling on payments to individu-

farmers could allow Ottawa to
target its subsidies
smaller farmers who are suffering

to some of the

0\
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'PM may be unable
to gef farm subsidies

on agenda at Venice

BY JEFF SALLOT
The Globe and Mail

OTTAWA

Prime Minister Brian Mulro-

-ney may not be able to get the

question of farm subsidies on the
agénda for the Venice economic
summit meeting next month.

Italian Prime Minister Amin-
tore Fanfani, the host for the
summit, told Mr. Mulroney yes-
terday that the three-day meet.-
ing might.nat be the most appro-
priate.place to raise the issue of -
subsidies for farmers, diplomat-
ic sources said.

Mr. Fanfani, who was in Otta-
wa for a pre-summit meeting
with the Prime Minister, report-
edly told Mr. Mulroney that the
issue should be left to the negoti-
ators in the current talks on the

General Agreement on Tariffs
and Trade. They will meet in
Geneva to discuss agricultural
trade issues in July.

Mr. Mulroney. had promised
weslern grain farmers that he
would raise the subsidy issue at
the Venice meeting of the lead-
ers of the seven leading industri-
al nations June §-10. And he told
the House of Commons last
month that the issue is at the top
of the Canadian agenda for Ve-
nice. ,

The Canadian Govemnment
has consistently argued that
massive subsidies paid to farm-
ers by the United States and the
European Community have been
the major reason for the dramat-
ic fall in world grain prices in
the past two years. °




.
<)

Unhéppy St-Pierre may give French president an earful

By Julian Beltrame -
Southam News

-+ ST-PIERRE ~ French officials behind
Francols Mitterrand's four-day visit to Canada
. have reason to be wary over a tiny three-hour
pause that may destroy months of meticulous
planning.

. The pause, an alterthought in the French

" president’s Itinerary, Is a short Friday stopo- -

ver o these remote French islands, located 20
kilomelres south of Newfoundiand.

“'On the surface, the presldent’s visit to (hve

- far-flung oulpast that still swears alleglance

-u‘_) the French flag Is a grand symbolic gesture

lto the loyal residents of St-Plerre and Mique-
on,

But underneath the celebratlons,’ an amblva-
lence to Mitterrand and the visit permeate the
tiny communily. Glven encouragement, that
could spill Into open hostllity.

* “Oh no, there won't be any trouble. He's our
president,” sald Remi Mahe. “But not every-
one is happy to see him.” :

The polnt that really gnaws at islanders Is
one which Canadians have often volced

-against thelr .own government In (he aller-

math of this winter's so-called Cod Wars. Lo-

, cals belleve Parls sold them down the river In

return for a warm relationship with Canada,

Albert Penn, St-Plerre’s mayor and socialist
member of the Senate, agrees that Mitterrand
must bring concesslons from Prime Minister
Mulroney to avold embarrassment Friday.

‘“It's not the style of St-Pierre lo make a
public front, but we in responsibility wiil do
what Is necessary,” he said. .

I won't tell you what, but we're not going
to stand there, with our hands In our pockels
while Mitterrand makes pretly speeches.”

Asked their reaction If nothing Is forthcom-
Ing from Miiterrand Friday, the local politi-
clans smiled wryly. . '

“We'll do something,” they sald.
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The business of bleating —
whether it is business bleating to
government or, a particularly
Canadian variant this, one jevel of
government bleating about anoth-
er — is an incessantly fulltime
business. ;

Here, from ‘news reports gar-
nered in a single day (yesterday),
are three examples of what a pain
in the neck it can be. )

Example one, autos. We have
been hearing “about the “Asian

_threat that has been menacing-our

automobile industry for a decade
and all of us have been paying a
hefty premium, through import
quotas and higher car prices, to
insure the survival of General
Motors, Ford, Chrysler and our

_domestic auto parts industry. . R
Now comes the revelation thata -

.confidential report, obtained by a
‘sleuth of a newspaper reporter

under the Access to Information

"Act, shows that the Department of

Regional Industrial Expansion is
convinced we have a crisis on our
hands.

" There are too many car makers
around, says DRIE. And that is
going to create, down the way, a
surplus of, well, cars. What's
more, the newcomers {rom Japan
that are setting up plants here are
likely to bring in parts companies

and hear again
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to supply them with sub-assem-

blies to {it their preferred produc. .

tion methods and cut our boys out.
DRIE also reveals, in its confi-
dential way, that *this is the only
market where any manufacturer
is currently making real money,
be it a volume or specialist pro-
ducer.” For poshsakes, they are
doing it for profit too! .
1f we have a crisis on our hands,
it may be because we pay bureau-
crats real m to produce
studies obtainable only through
Access to Information suits that
(a) make a banquet out of a
soulflé and (b) suggest that com-
petition in the marketplace is bad.
Our feather-bedded car.indus-
try, and parts makers, did not like

it when the Japanese did not -

manufacture here. Now, they do
not seem 1o like it when they do.
And, despite the tremendous cost
advantages handed them by the
rising yen, they still appear to
have misgivings about their abili-
ty to compete.

There are, however, companies
that do not bleat (at least not as
loud) and do not have misgivings.

One such is Ford Motor Co. It
has discovered a secret that
seems 1o have eluded others in the
industry and will always elude
bureaucrats.

Things we have he

d

rd before
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Build a better mobile mouse- -

trap and, even when markels are
flat, the world will beat a path to
the showroom door. Ford has done
this. The result, as president
Kenneth Harrigan explained at
last week's annual meeting, is the
most dramatic improvement in
market share that the company
has enjoyed in years.

Example two, steel. From the

land of free enterprise, 8 tale of *
woe that unfolds and unfolds. The -

U.S. steel industry is telling Wash- -
ington that it wants more aid and

“yoluntary™ restraint agreements -

that stop foreign countries sypply-_
ing Americans with competitively
priced steel extended into the
1890s. -~ -~ -

" ‘Canadid”is already affected to
the point of having, absurdly, to
pass legislation in its Parliament
to monitor steel shipments and
limit its own sales to the United
States.

As with all such bleats, if the '

U.S. steel meh get their way, the

process of allowing them to oper- ,

- ate inefficiently will go on and on.
(Textile industries in rich coun-
tries have been protected for 40
years). While the Reagan Admin-
istration is in a mood to fight more
bailouts for Big Steel, the Con-
gress can .be relied on to capitu-
late, * T,

One senses the makings of a
successful bleat in the statement

. by Thomas Graham, president of
the steel division of USX Corp.,

.- w—a -

-

frapmented Canada is having
problems  being . international
minded. ' )

The players, domestic and for-
eign, in the new-look financial
markets that will take shape after
Ontario’s Big Bang of June 30
have no problems. The regulators,
spread across the breadth of this
land, do. .

! Their bleat is that Ontario has
done a deal with Ottawa without
proper consultation with other
provinces and this is most upset.
ting. So huffy has this made Que-
bec that it refuses to hold Onta-
rio's hand in a promotion. they
were planning 1o boost interest in
Canadian investments in New
York.. .
* Separate provincial fiefdoms
for securities trading, under dif-
- fering styles of regulation, have
been helpful in the past. Or so it
can be argued. They have provid-
.ed additional risk capital and
. small markets, for small compa-
niestogopublicin.
But that should not interfere
with, changes that argue for a
,world-competitive - Canadian
market in which securities firms
operate under sensible rules.
. Time to end the balkanization and
the bleating, and get on with the
business at hand.

that “there's a legitimate role, .

perhaps even an obligatory role,

for Government not in the formof ~

handouts on the doorstep but in
sound policies which serve the
best interests of the nation.*
Translation: taxpayers are under
obligation to prop up my industry
and safeguard my job.

Example three, securities.”
Other countries have, made the
transition into the world of inter-
national capital-raising and secu-
rities dJealing successfully. But

-/
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recalls the 1920s

\World’s debt
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LONDON < By writing off as
unrecoverable $3 billion (U.S.)

worth of the debt owed ta it by

Third World countries, Clticorp,
the New York bank, has reduced
the amount still owed by the
world's poor to the world’s rich

from arcund $! trillion to $997 -

billion.

Citicorp’s books look a little bet-
ter; those of the world are as
deeply stained in red as belore.

Because alarmist articles about
world debt have been appearing

for about five years now, and be- P

cause everyone knows that most
of the debt never can be repaid, it
has become ho-hum.

Less well-understood is the way
that unsaclved crisis is causing a
whole lot of other crises mirrored
in today's headlines: the trade
wars, the wild yo-yoing of inter-
national currencies, and the
seemingly incurable budget and
trade deficits of the US.

A new crop of alarmist articles
now are appearing. These aren't
so much alarmist articles as Arm-
ageddon articles.

Leonard Silk, the financial
columnist for The New York
Times, has written: “There could
be a finarcial disaster campara-

3™ RICHARD
MW ewyYN

ble to that of 1929, or an even
greater one.” David Hale, chief
economist for Kemper Financial
Services of Chicago, has com-
ared the “structural imbalances
in the world economy today
{with) those that contributed to
the breakdown of the internation-
al system at the end of the 1920s.”

I quote Hale both because he's
one of the brightest analysts
around and because 1 had a long
talk with him recently.

Hale stands out among econo-
mists because he has a sense of
history. He sees what's happening
today as a repeat of what hap-
pened in the 1920s. To him, the
simllarity is not that the Depres-
sion then folloawed, and so must do
s0 again, but rather that Britain
then had lost the will and the abil-
ity to manage the international
system, just as the US. today can

ek s Bt NS
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no longer perform alone as the
world’s economic referee.

Hale isn't as fussed about the
U.S. budget and trade deficits as
many are. He believes that Presi-

dent Ronaid Real%an has been fol-
lowing “global Reynsianism,” if
unintentionally.

Economist John Maynard

. Keynes proclaimed that govern.

ments could cure unemployment
by going into debt. Reagan has
applied Keynes' formula globally.
The US. deficils have created a
demand there for imports — to
the benefit of all Western export-
ing nations, including Canada.

This American profligacy has
been in part natural and healthy,
says Hale, Euroge and Japan are
“aging societies.” They have more
money than they can spend on
themselves. So they have sent
their spare capital to the US. In
turn, Americans have used these
loans to pay for their imports
from these same countries.

So far, so good. But the flood of
imports has been throughly bad
for American industries, and for
their employees.

Hale believes that the Reagan
administration may be *“the last
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truly internationalist U.S. govern-
ment.”

Protectionist pressures may be-
come {rresistible. A future presi-
dent will be sorely tempted to cut
his budget deficit by pulling
troops out of Europe. The US.
may retreat into regional isolatio-
nism, doing bllateral trade deals
with Canada, Mexico, perhaps
Australia and some other Pacific
Rim nations.

Either we all pull together or
things will come apart, as in the
1920s, Hale believes.

He has two propesals. One Is for
a Third World “Marshall Plan.”
Much of the economic momen-
tum of the 1970s was provided by
the Third World, which used the
Eetro-dollars recycled to it by the

anks to buy Western imports.

Because of their burden of debt,
Third World countries today im-
Pon almost nothing. The banks,
ike Citicorp, can't afford to lend
them any more. Nations with
large savings, like Japan, must
re?cle their surplus cash to
underdeveloped nations, much as
the US. did to Western Evrope in
the late 1940s.

Hale's second

roposal is for
Japan and West

ermany to take

over a share of the US. burden of
international economic manage-
ment. This would be comparable
to the US. takeover from Britain
a half-century ago, although that
caeme too late. Britain's stren‘gth
expired in the 1920s, but the US.
didn’t assume its international re-
sponsibilities until World War IL
In between came the Depression.

The problem, Hale admits, is
that while the US. in the 1940s
was energetic and cocky, West
Germany and Japan (as old peo-

le and nations commonly do)

ve turned “insular and parochi-
al.” Both are economic superpow-
ers, but neither has any sense of
ftself as a superpower and, so, as
onsible for more than itself.
ale by no means believes that
our international economic prob-
lems are unmanageable. But he is
convinced we have to start soon
to manage them collectively.

The {irst opportunity for this
will oceur in a fortnight’s time in
Venice, at the summit of the
seven Western economic leaders,
including Canada. Either the
international system will begin to
get patched together there or it
may continue to unrave] — as in
the 1920s.
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By H. ERICH HEINEMANN

Leaders of the seven major in-
dustrial democracies are preparing
once again to go their annual eco-
nomic summit meeting — the 13th
such encounter since the session at
Rambouillet outside Paris in No-
vember 1973. Once again,

y
the dollar, hlgher U.S. interest

‘vates and an economic downturn -

lie ahead.

You won't know this watching
the Venice summit on the tube.
Count on the politicians to pro-
claim success. According to M.,
Rossant, director of the Twentleth
Century Fund, summit meetings
provide "an opportunity for presi-
dents and prime ministers to strut
on the world stage with their
peers.” As always, the summit will
be a media extravaganza.

H. Erich Heinemana is Chief Econ-

. omist of Moseley Securities Corpo-

ration, a member firm of the New
York Stock Exchange Inc.

e e g et 5

Even if the 13th summit is no
less lucky than its predecessors, it
is also no more likely to produce
substantive results. True, British
Prime Minister Margaret Thatcher

‘will surely use the meeting as a

key element in' her reelection cam-
paign. During her last campaign in
1883, Mrs. Thatcher took advantage
of the Williamsburg, Va.,, summit
to boost her prestige at home sig-
nificantly.

Don't expect much more. De-
spite diligent diplomatic efforts to
paper over profound policy differ-
ences among the principal players, ,
the gridlock between Washington,
Tokyo and Bonn will not be broken.
President Reagan will tell Prime
Minister Nakasone and Chancellor
Kohl to pump up their economies; -
they will tell him to balance the
Federal budget.

Each side will listen politely to
what the other is saying, but atti-
tudes will not change. In the end,
the politicians will issue a state-
ment of bland platitudes — which
reportedly has already been
drafted by their “sherpas” in pres-’
ummit negotiations — and go
home,

Financial market participants
will be left to deal with the detritus
still floating in the Venetian canals.
Major central banks are currently
-engaged in a concerted, but tempo-
rary effort to smooth foreign ex-
change trading in advance of the
summit. However, this cannot last.

Economic growth in the United
States has accelerated. The ugly
genie of U.S. inflation has burst its
bottle. The Federal Reserve is still
printing far more dollars than

S - a———r—
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The Venetian Blind Summit

market participants wish to hold at
present prices in the exchange
markets. American interest rates
will have to rise substantially
and/or the dollar decline If the
United States is to finance the defi-
cit in its internationa) current ac-
count — which at the moment is
running at a rate of approximately
$3 biliion a week. Renewed market
turbulence is likely to dovelop by
early summer.

It would be tempting to dismiss

all this as business as usual. After
all, the summit is an old

process
story.ulthunotprodueodmuch '

in the way of specific actions, so
also It bas not done noticeable
harm. Such complacency is not in
order this year. The financial and
trade distortions among-the largest
Industrial countries (surpluses in
Japan and Germany and deficits in
the United States) are now so mas-
sive that they threaten to unhinge
the global economy. .

Fundamental issues lie at the
core of the policy deadlock. For his
part, President .Reagan has stub-
bornly refused to give up the notion
that by running mnslve budget
deficits he can eventually force
Congress to curtail government
spending. While Mr. Reagan has
plainly been wounded by his misad-
ventures in the Middle East and
Central America, he is still a popu-
lar and power{ul President. So long
as he remains opposed, Congress
cannot ask the American people to
pay the taxes required to cover the
::urrent cost of government serv-
ces

It is true that the Federal defl-
cit is declining at the moment, but

this represents a false dawn. The

-'l‘reuury has benefited from a

huge, one-shot, nonrecurring hulge

in tax revenues due to the Tax

Reform Act of 1886. This effect wili.
wear off shortly. That's happening

already. The White House and Cap-' -
. itol Hlll are (and will be) in basic

disagreement over fiscal policy.’
The underlying political forces that
drive the Federal budget have not’
changed. As a result, when U.S,
economic growth falters, which is
inevitable, the deficit wiil again
skyrocket.

On the other side of the table.
Japanese and German leaders rec-
ognize full well that once the Unit.:
ed States starts to take serious ac-
tion to slice its twin deficits

{budget and trade), they will have

to stimulate their economies. By:
deﬂnltlon. under such circum-:
stances the American demand for’

imported products would decline

substantially. Someone else would.
have to take up the slack.

Tokyo and Bonn, however. have’
good reason to distrust the sinceri-
ty of the Reagan Administration's:
vacuous promises to do something
about the Federal deficit. They
have heard such arguments for.
years, but very little has happened.
Japanese and German strategists
argue persuasively that it would
make little sense for them to risk
renewed inflation only to help.
Washington postpone its cventuai
decision to raise taxes.

This is hardly a cheery thought,
but keep it in mind as you watch
the pomp and circumstance in Ven-
ice.
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Subiccl . PANFANI VISIT TO OTTAWA

Sujet

on agenda at Yenice

BY JEFF SALLOT |
The Globe and Mail

OTTAWA ‘
Prime Minister Brian Mulro-

- ney may not be able to get the

question of farm subsidies on the

agenda for the Venice economic

summit meeting next month.
ltalian Prime Minister Amin-

‘tore Fanfani, the host for the

summit, told Mr. Mulroney yes.
terday that the three-day meet-:
ing might not be the most appro-
priate place to raise the issue of
subsidies for larmers, diplomat.
ic sources said.

Mr. Fanfani, who was in Otta-
wa for a pre-summit meeting
with the Prime Minister, report.

General Agreement on Tariffs
and Trade. They will meet in
Geneva to discuss agricultural
trade issues in July.

Mr. Mulroney had promised
western grain farmers that he
would raise the subsldy {ssve at
the Venice meeting of the lead-
ers of the seven leading industri.
al nations June 8-10. And he told
the House of Commons last
month that the Issue is at the top

of the Canadian agenda for Ve-
nice.

The Canadlan Government
has consistently argued that
massive subsidies paid to farm.
ers by the United States and the
European Community have been

edly told Mr. Mulroney that the _the major reason for the dramat.

issue should be left to the negoti-
ators in the current talks on the

ic lhﬁﬂ-wq[ld rain prices in
the past twoyeaxé ‘p

Canedian Press
Mulroney.

PM may be unable
to get farm subsidies

qt)r/\\
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BY ANDREW BROWNE

Reauter

TAIPE] .

~ Taiwan's shoe industry, the

worid's largest in export volume, is
facing a crisis as it grappla with a
rising focal currency and the threat
of U.S. protectionism.

“Our country’s shoe industry

. faces a life-and-death struggle this

year,"” said a report by the Taiwan
Footwear Manufacturers Associa-
tion, which represents nearly all the
industry.

Analysts and economists say that
may be overstating the case, how-
ever. There are signs the industry,
along with other enterprises, will
not only survive but could emerge
leanier and more competitive. Busi-
nesses are capturing new markets
outside the United States, investin,
in new machinery and shifting la-
bor-intensive production to other
Asian countries with lower wage
COStS.

The success of the shoe industry
mirrors the economic achievements
of Taiwan as a whole. Shoe
last year totalled $3.2-billion (U.S.).
More than a third of all the shoes
sold in the United States last year,

m F OTTAWA
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> 5 7 THE CITIZEN / WLLEY 111
LHAY ‘ THE GLOBE AND MAIL / NATIONAL @ c” g/g_)

= —— e -

Rising local currency and protectionism:
seen as threats to Taiwan shoe mdusfry:::

or about 350 million pairs, camed
the label “Made in Tajwan.”

The industry is now the island’s
third-largest export eammer after
electronics and textiles. Many
manufacturers say that Taiwan
could eventually dominate middle-
range shoe fashion markets.

But, like other industries, it has

thh paid-in capital of less lhaqﬂ-
million (U.S.). The companies are

mostly labor-intensive and opet?t,e '
_on low profit margins.

“Taiwan's small firms will have
to struggle for survival,” said Wang’
Chieh-ming, “director of the Small
and Medium Business Administta,.
tion, a government assistance agen:

been hit by a 20 per cent rise in the cy.

value of the Taiwan dollar against
the U.S. currency since September,

1985, which has made, exports more _that

ive, .
1t has also been frightened by the
prospect of protectionist legisiation
in the United States, which takes
half of Taiwan’s total exports and
about 40 per centof its footwear
exports, Shoe manufacturers say

that some orders are being lost to.

China, South Korea and-Thailand.
And profits of factories andthe

B trading companies they sell through

are being squeezed.

“Profits are getting smaller and
smaller,”” said Chen Chin-shen,
chairman of the manufacturers’

association. He said that three fac-

tories closed in a single month.
Tajwan's economy is vulnerable
to currency appreciation because it

is composed overwhelmingly of-

small and medium-sized companies

But the companies’ problems
could prompt them to adapt in ways-
will ensure t.beir loag-term.
survival.

Over-all exports to soared .
73 per cent to $2.24-billlon in the first

four months ‘of this year, compareds
with a year earlier, and to Japan by .
about 43 per cent to $1.87-billion.:
And many manufacturers and trad-.
ers at Tajwan’s international foot.}

wear exhibition reported a decisive i
move wwarg uT ‘n marketsh.;}g:.

They saf t factories hay

begun to concentrate on . raisi
quality and have begun shi
producticn of cheap shoes to Thats
-land, Indonesia and China.~As
spokesman for the manufacturers®

. association'said he knows of 30 fac.

tories thdt have recently shifted,

production of low-quality shoes to -

Jhailand and that he expects maore
will follow. .

LETINE
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~ How much will it

The most essential thing to
remember about the Third World
debt crisis is that poor countries
peed to pay interest to rich banks.

need to do this not out of
fear of the consequences if they do
not. The proud boast (by Cil-
corp’s Walter Wriston) ihat
launched a thousand foclish mega-
lcans in the late 1570s and early
1960s was that, while people and

“businesses might go bankrupt or

wolbmim.mxﬁacmﬂ
- That has got to ook pretty bol-
low. True, no country has yet heid
a going-out-of-business sale and
put the shutters up. But several,
with debt moratoriums and dis-
counts on their loans, have come

No, the reason why natices
want o keep in good standing with
their -bankers is because they
must keep on borrowing.

. The_evemso!thepastlodays.
in which Citicorp has taken a £.3-
billion (U.S.) hit on its Third
Wworld loans and Chase Manhattan
$1.6-billion, and Canadian banks

have acknowledged that non-per-
forming loans can no more be
used to inflate profits, should be
seen in this light.

Much has been said about how
realistic the bankers are being. By
taking writedowns and lower prof-
its and building heftier loan-loss

provisions, they are at last accept- ~

lnlgrwhal debt markets have been
telling them {or a long time — that
the Third Worid loans -on their
books are not worth their face

value.

But if the bankers are biting the
bullet, what of the countries that
have been biting a hail of bullets
— attempting both to keep their
economies growing and repay
interest and capital — gince the
debt crisis broke in 1982?

In Latin America, where most
of them are located, the need for a
steady flow of new loans for devel-
opment capital and trade finance
ua;nmsuddmlydriedup.umy.
thing, as worid growth has slowed
and interest rates risen, it ‘has
become more vital and urgent.

While the Citicorp dec%sxon

seems to offer relief for debtors
loans are being marked

whose
down, it really offers much more
relief for the banks that have been
involved in tough, protracted
negotiations with them on debt
3-
Citicorp, the leading U.S. and
global lender, has been particular-
hardnosed on debt re-

|

commitments, obviously it is put-

cost to break

out of debfors’ prison?

ungitselt—andomerbanksxhat
follow its lead — in s position
where it has less reasea to fear a
default and less reason to lend

more,
If the debtors are nt going to
_ be able to arm-twist the banks,
their negotiating position is dimin-
ished. And so is their claim to
attention when it comes 10 the new
lending that they desperately

need.

To the danger of a capital short-
age in the Third World, bankers
and politicians have at the mo-
ment no answer.

The one game plan that every-
one has been doggedly pursuing
for the past 18 montbs is the so-
called Baker Plan, samed after
US. Treasury Secretary James
Baker. When it was aanounced in
Seoul, South Korea, in October,
198, it represented a soltening of
attitudes compared with what had
preceded it.

Instead of the harsh, belt-tight-
ening prescriptions banded out to
debtors by the International
Monetary Fund, the Baker Plan

- enjoying a sudden

called for sizeable new loans by
the banks in return for countries
restructuring- their economies, (o
achieve greater expansion and
self-sufficiency. It was cailed, and
aimed to be, a “Program f{or
tained Growth.” -
The idea was better in theory

. than in practice. its weaknesses

have been twofold; first, it has
sought 10 get commercial banks
that feel they have already lent
too much to the Third World to
lend more and there-have been
obvious limits to their willingness
to go along; second, it counted on
countries being able to grow swift.
ly and on the unlikely prospect of
Mexico, for example, tuming it-
sell into a new South Korea and
spurt of export-
led growth that would enable it to
service its huge debts.

The Baker Plan never sat very
high in the water and was effec-
tively torpedoed with Citicorp's
announcement last week.

No, said the leading bank lend-
er, we do not believe that debtor
nations like Brazil and Mexico and

Argentina will grow out of their
problems or that our $14-billion in
loans 1o them and others is fully
.collectable. :

Besides the Baker Plan, there
have been .other proposals put
forward. One by Senator BHill

; Bradley (D, N.J.) would be more
: to the debtors ——2nd
' in this has a kinship with a recent
report by Canada’s Standing Sen-
ate Committee on Foreign Atfairs,

It calls for partial writedowns
and forgiveness of debt, logether
with lower debt-service payroents.

The problem is that not cnly
would it deflate Third World loans -
by a greater amount but it would
give governments an incentive to
drive down their value and their
own debt.service commitzments.
And that would in no way eacour-
"age further lending.

Obviously, new and dilferent
solutions must be found. Other-
wise, Lhe era of bankerly realism
on debt could prove much tougher
on the Third World than the five
years of grand delusicos that
preceded it.

22




US and EC warned they are still not'

DBy BARRY WILSON

OTTAWA (8taff) — The
Cairns group of so-called falr
sgricultural traders has wamed
the United States and the Euro-
pean Community that new
trade plans they are considering
wnuhrjeo'pu ize chances of
ending the food trade war and
throw into doubt thelr recent
pledges of support for an end to

¢ war. .
In tha United States, the.

threat comes (romn congessional
proposals to expand and enrich
the export enhancement pro-
gram (EEP) in a new trade bill
going to president Ronald Rea-
gan thls summer.

Within the European Com-

. export enhancomont(rm
a

munity, the threat comes froin a
proposal to impose a $360
(U.!J.) per tonns tariff on
imposta of vegetabla and marine
oiis and fats. .

Both were aingled out by the
12-natlon tntfing coalitlon
which met for two dsys In
Ottawa last waek to reaffirm
their support for sn end to the
trade war and creatlon of new
trading rules.

In a statement issued May 23,

the group worried that while

there are growing commitments
to negotiate sgricultural trade
teform at the GA'T'T trade talke
beginning this summer, “there

+{are) navertheiess disturbing

signs that further trade distort-
ing messures (are) being con-
templated in certaln major trad-
jing countries.”

Ministers at the meeting
referred to a trads bill working
its way through the U.8. Con-
gress which would extend the

ram

(EEP) until 1990 an d $2
billion to its subaldy fund,

“Ministers called upon all

countries to resist protectionist

pressures snd urged an early

commitment to instiluting a

truce,” sald the conference com--

munique.

But Australian trade minlster
John Dawkins, chairman of the
Calrns group, said it would not
act as a policaman to make sure
other traders live up to their
commitments.

Instead, it will lobby other
countries to move quickly dur-
Ing the GATT talks Lo aet new
enforceable rules governing food
trade.

*] do not Intend as chairman
of the group to make waekiy
condemnatory apeeches,” Daw-
kin told a press conference.

The (sct that senior minlaters
from the 12 Caitns countries
agreed during the Oltawa meet-
ing to press for food trads
reform was not surptising.

Trede reform waas the basis
for their decision last August in
Calrns, Austreliz to form a
coalitlon in the first place.

They pledged then to form a

tmding fair

cultural trade liberalizat]
on s
many of the
countries used the Ou(:::: l::‘x:i‘r;!
ing to stress thal some
tions may have to be
them becauso their economies

I ff
stifl disciplines which.tln:;db;:::

needed,

will not be able to

made for

common front to press for
inclusion of agriculture in the «
trade talks. That goal was real- -
firmed at the Ottawa meeting.

Canadian (rada minister Pat
Camney sald the second Caima
roup meeling was algnificant

cause it includes in the clamor
the volces of daveloping nations .’
which do not belong to the other
msjor trade blocs.

‘he Calrnas group represents
countries as diverse as Australia
and Canada, Uruguay, Brszil,
Argentina, liunuty and Thal-
land.

All are dependent on food
production and trade for a large
Kart of their national economic

ealth and have been badly hurt. - -
by the EBurapean-American
trade war which has reduced
prices, created surpluses and*
distorted markets. '

While they all agree that agri-

forence,

reform lo the Venice

industrialized nationg,

elcep.

relorm.

will apply to the
economies of maj':? ;t.xg; ::l&':)retd

ers.

j NIYN3AN31 nY ynor NA/YOYNYD LHDINYIAD
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Prime miniat
ulmno){;.:ho op.en:; ua""
promised to carry
the Cairns group rlen for tmdot’

leaders from the seven
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If other grain producing countries do the same

Canada may cut production

By BARRY WILSON

OTTAWA (Staff) — The Canadian govern-
ment might be willing to impose quotas to reduce
grain production if other producing nations
npndwtheummaytwhmboudmn-
ister Charlie Mayer,

“If collectively it's something that governments
decide to do, we have ml :‘;w 2:’v.uuld
‘be willing to participate,”

An internstional pact to reduce world grain
stocks could lead to a reexamination of the
$700 million Crow . W
some competitor nations see es an export subsidy.

“That’s & situation we’d very much like to
address,” sxid Mayer.

He also said international agreement to reduce
farm subsidies ‘would mean reviewing many of
Canada’s farm’income support programs,

These were predictions by Canadian officials in
outlining what sort of changes Canada would
have to consider if an international agreement is
struck to reformfa.rmpohcy It could mean some
radical changes in programs and policies.

The traditional view of Canadian governments
hzs been to oppose suggestions of restrictions on
Canadian grain productxon beczuse Canada
already controls marketing through the wheat
board and production controls would be unneces-

For 15 years, the Conservatives have ridiculed
and condemned the last federal attempt at reduc-
ing grain production — Otto Lang’s Lower Inven-

tories for Tomorrow program during the laat
period of surplus-induced low prices.

But now government officials say that the flaw
in the LIFT program was that it was done with-
onteo-operatwnfmmothercountnu.

My thembnay' e Somt] ot
in war wzs seen recen
by Canadian cabinet ministers and senior officials
umstthehndofbmktbmughth&tcouldludw
real agricultural reform at the worid trade talks
beginning this fall m Geneva.

That, in turn, would lead to dismantling of
nomeoftbnmoredmupmupechoftheEu::-d
Commumtyeommpohcy

theAmencan&mhiIL

‘While they had optimistic words about the ben-
efits this would have for Cansdian farmers, there
were fewer details about what the costs would be
for Canada.

Amcu!turemxnuter.!ohn Wise implied there
would be none.

“We are not the culprits,” he said. “Rather we
are the victims.”

Mayer suggested Canada would also have to
reform some of its policies.
m“dv.h've never:udwewm totally innocent,” he

Pressed on what programs could be affected,
government spokesmen had few details.

Itwouldremovetheneedformemmemsto
spend billions of dollars on special and continu-
ing subsidy programs, they said.
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OECD subsidy accord
encouraging to farmers

ANNOUNCEMENT BY the Organiza-
tion for Economic Co-operation
and Develupment (OECD) that member
countries have agreed to seek an end
to the destructive battle of subsidies is
good news for western farmers. This
does not mean that Utopia is at hand
but it does mean world leaders have
heard the views of the farm sector and

Keith
Dryden

‘have found it politicaily and economic-
ally expedient to act in this fashion.
1t will take some considerable time to

.effect a change of this magnitude.

However, it is a positive sign that major
exporters have a to seek an end
to policies which have driven down
grain prices around the world to the
detriment of producers in both devel-
oped and deveioping countries.

The agreement reached is that OECD
member countries will stop dumping
surplus food production on world mar-
kets at highly subsidized price levels in
order to gain or retain market share. {t
also commits them to stop making pay-
ments to farmers that act as incentives
to praduce more of the commodities
that are already glutting the market.

The governments did recognize the
need for income support for farmers
but pledged these supports would not
be tied to the production of food.

Timetable for the revised approach
to farm supports will be worked out
through the General Agreement on
Tariffs and Trade and, as mentioned
earlier, will take some time to carve
out.

Canada’s major farm organization,
the Canadian Federation of Agriculture,
this year adopted a policy calling for
‘““market neutral” income support for
farmers facing low returns as a result of
the international grain subsidy war. The
CFA recognized the folly of support
programs that forced farmers to build
food surpluses in order to eam a living
wage. Most Canadian farmers will be
encouraged by the OECD proposal.

Finance minister Michael Wilson said
on his return from the OECD that the
extravagant subsidy programs of the
United States, European Economic
Community and Japan are responsible
for the current destructive trade wars.
1t will take some statesmanship in those
democratic countries to'devise an alter-
nate set of programs,

The campaign to end the debilitating
grain subsidy war is not won, despite
euphoric comments from Wilson and
trade minister Pat Carney. But the
OECD initiative is an important step in
the right direction.
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Signs of progress seen |

in farm price dilemma

SUDDENLY, AFTER years of stalemate,
international events seem-to be mov-
ing quickly toward some settlement of
the agricultural trade and pricing crisis.

Given the complexity and delicacy of
international relations, it would not be
wise to bet the farm on the prospect of an
early end to the war.

dut considering the lack of progress or
even serious negotiation during the past
several years, the recent spate of meet-
ings, agreements-in-principle and propos-

-Barry
Wilson

ale for a rollback in subsidies is remark-
able.

Why is it happening? Three main influ-
ences appear to be at work — financial
necessity, political expediency and lead-
ership.

Financial necessity is by far the most
important. .

The agricultural wars have started to
cost governments more than they can

ar.

Export and production subsidies cost
money. Surplus products that must be
bought and stored cost money. Income
support subsidies cost money.

In Canada, the government brags that
its commitment to farmers has meant
more than $4 billion in annual support.

But from finance department people
trying to follow the other governmnent
commitment to control the deficit, the
costly support elicits lament cather than a
brag.

Around the world, the price tag is in
the hundreds of billions of dollars during
the past several years. i

A study on subsidies completed for the
Organization for Economic Co-operation
and Development (OECD) says it is a
financial burden governments can no
longer face indefinitely. They have come
to realize that subsidy-induced surplus
production is the problem. .

“To date, governments have had to
assume some of the adjustment by
increased holding of stocks, domestic dis-
posal schemes and supply control
actions,” said the report approved by
OECD countries and published in mid-

May as member countries agreed to calla
truce in the subsidy wars. “Budgetary
ures mean that these options are no

E:;,ﬂ available.”

Meanwhile, political pressure is also
growing for an end to the war.

Consumers, who often-end up paying
more for their food because of import
controls or higher taxes because of farm
supports, are applying pressure in many
countries.

And farmers themselves, although sup-
posed to be benefitting from the subsidy
system, have been suffering from low

(Australian press releases note Canada
is supporting Australi:’s polsiti?sn. Capda-
i ingi dian spokesmen say Australia is on side
pr}:.&?:a"fj."hgm 5'2‘0"?,?;,,:,,,,, discov- With 2 Canadian proposal. The Canadian

ered that despite the hundreds of billions Propesal is quite similar but came several
of subsidy and support dollars spent by Months later). itv. by begt
governments in the past quarter century, . 1he European Community, by begin-
most farmers have been losing ground Ning a tentative effort to reform its Com-
compared to othef segments of society. Mon Agriculture Policy, is also laying
“QOver a long period of time since 1960 ¢1im to some leadership role.
and with very few exceptions, relative  And the Americans have been promot-
incomes in agriculture have declined oc ing subsidy reductions even as they have
remained stable,” said the rt. lncnaseq the subsxdy ante to multi-billion
And within agriculture, the subsidies dollar heights in their fight with the EC.
have tended to widen the disparity- If a breakthrough does develop, the
between rich and poor since production--Americans can be counted on as usual
based subsidies favor the large producer to daim credit for it, likely by arguing
over the small. their billions of dollars in subsidies
These realities have created a growing brought the Europeans to the bargaining
political demand for change, a mﬁ table and forced other nations to recog-
that complements the financial pressures. nize a solution was necessary. .
And this has produced no shortage of In the end, if the agricultural.subsldy
leaders willing to jump into the fray, now and support system is reformed, it would
that it is polnically safe and financially be the kind of political event that politi-
necessary. cidns love — an accomplishment big
in fact, there is an almost comic opera enough to allow everyone involved to
rush by national leaders and their sup- claim some credit.
porters to claim credit for the progress. ‘
The Canadian govemment is claiming
credit by arguing that prime minister
Brian Mulroney led the charge when he
put the issue onto the agenda_for last
year’s seven-nation summit in Tokyo,
while other ministers have pressed the
agricultural point at meetings of the
GATT, agriculture ministers and else-
where. .
Australia is claiming credit because it °
took the lead in organizing the fair trad-
ers lobby and because prime minister Bob
Hawke has been promoting a plan to
reduce and eventually eliminate subsidies
and to create stricter rules for food trade.
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Western nations meet to step up terrorism fight" ¢

BY i'AUI. BETTS IN PARIS

INTERIOR MINISTERS f{rom
the ... leading Industrialised
countries will meet in Paris
today to intensify their eflorts
to combat terrorism. :

The meeting will take place
against a backdrop of renewed
anxietles in France. about a
gosslble fresh wave of terrorist

ombings. This follows a warn-
ing by the so-called Committee
of Solidarity with Middle East
Political Prinsoners, the organ-
Isation which claimed responsl-

bility for a series of bomb .

attacks in Parls last autumn, of .

b b

a ‘hot su™mer"” in France If proving collaboration ‘and the',today's‘meetlng except to con.
the Government did not release coordination of antiderrorism firm that it would be centred
three Ara bterrorists, . measux‘\:s .. botween _ Western %r’x‘ the &glht "agalnst tem’r‘lw,
d " Ten . gountries. ‘. .. e ¢ . meeting -appears to have
French security forces also -1/ sferthe meeting, Mr Robert been - organised = at ' relatively

‘found 12 kg of exploslves . pyngraud, the French Security’ short’ notice, However,' this

hidden In ajdustbin at Fontaine. : .
- Minister, is due to fly to Spain’ could also be part of the carefu!l

.'1’4:‘"“&' near P"I:' lgg"’m‘ﬁeg"-to hold ' discusslons on streng- security precautions. . . °
warning tay’ prompted  the :miung Qn 8 mote permar;ﬁlt.. i} geu’:y 2'800 :‘dd:tl%n‘ll riiot
: s anti-terrorist co-operation : police have been drafted in rein-

f“%"}““;?",""‘.“m SCCUFILY * hetween Paris and Madrid. Thls * force security in central Paris
n Farls, G- C ' " - would entall setting up a similar  and " at ‘key public places like
The interior ministers,” from ' structure to that which exists rallway -;. and- - -underground

the US, Canada, Japan, Britaln, . between Paris and- Bonn and :'statlons, ’airports, - department -
P v o stores, L goyernment | bulldings:,
Beigium and Denmark, are ex..’~ French snd other: Western ‘and major !avenues - like - the

Italy, West Germany, France,; Paris and Itome,
pected to discuss ways of im- -officlals gave few ' detalls of’ Champs "Elysees. s Security Is

‘of Prime Minister Jacques, pected- of -involvement In last™’
Chirac has expelled more than - year's wave og.igqui blasts In

: : T PR £ ALy
expected to be especially In. guerrlllarw:’—Sp,ﬂn" ‘o‘v'or ‘'th
tense around the Interlor Minis- past year an! hasi‘alsg *hegun
try where today's meeting will extraditing ~ wspected * Iulian
be held. The Interior Ministry urban guerrilns.to'Rome,t "%
is also close to the Elysee  Diplomats said*.the* meeting:.
Palace. * stemmed from a: May'S:.meet.s"

French officlals sald the Ing between ' Mr<Chlrac: and *-..
meeting underlined the new ' Chancellor Helbnut : Kohl - of ».. <.
readiness in Parls to co-operate : West Germany., Both countries'\; .
on fighting terrorism after have stressed Uie.benefits..qfj %"
years of standing apart on the “sharing Infelllg mee!pfter a tipti::
grounds that France was a_ from West Geriin;police led ¢
sanctuary for political refugees. " French investigutirs~ o arrest

The conservatlve government several MoSiem extremlsis sus:

60 suspected Basque soparatist: Parls,’ | o L onc bty
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‘Brutal’ U.S. s‘Ubéfdfés cause
grain war, Mitterrand says:

French President Frangois Mit.
b Unit-.

the
dy war over

y
wheat prices thap has crippled the

C © 7 ‘“The United States are infinitely
%g&%ﬁﬁ ASER . favorabje towards
p;'otggeen. andldlsmrt the true laws

o 4Ce in the most by, ’
fashion,” Ee d'a news confer. European Community $ubsidies,
- told'a ] er h:dudlngmoseof France, have also

their agricy|

He spo.ke to reporters in Toronto

where he discussed Subsidies with
Saskatchewan Premier Grant De.

) 'ua

been blamed for the price war, Mr,

fevenues of Canadian farmers and
forced many into bankruptcy. _ shortly after arriving from Regina, NUCLEAR—Page A2,
@ From Pago_Om oo -
Mi“en'aud Pointed out there - Coﬂfuslon mar| : .
¢ { t are ’ Mr. Mitter.
SERL el T T 0
*“Canadiap officials fee] they it ule, officials cez:’d hbx:h\::f
'g'mus's'?fem? dnpaction and progy;, |, %gomrmzos Exthang,
at feast :?oodo&d’ farm recejves divided whe 398" Of cary peot e
milllons of dojja ioend tens of Mrs. M g €S followeag
ly.» ons ollars are Spent annual. “Tower, A;C;T:gdu? 'whnw Mtfe CN._
However, he said pe reco terrand went whisbo:ue . Mit.
t Bmzed . ey farryin » dozeng of
Ssl:?!?ﬂn?ew an Wh&?! hme’_’ are diplomars, gd F{)?t:h.om“;mers
iy SOUId feel their telty, | waree About like s in Shapois
their %er.x'ousnas and th T ability, : o-'g:gmh the deg at o
ro'-'r Sua,le o "I have 3 jo; i dmiration « AS his mgvu;mver. '
Mr. Mitte 1l “itself, My Mitea o€ Was €Xtricating
Certed negotiatinng 3 éﬁr[fzr‘% tztnted to go mﬁ?:;:d _;.le
Gen. e sy .- To
and Trag comen Tarifls  oficar? ihend clsmay of protoco,
“The s:)sgtg;oetwm'om; s g EXChang'e Set off for th
an wheat fapm,. -
Rl P e ke
o . " 1, said, 0% 4. s Comcedin to
negotiais at GAT s an agreeriant to gg’gggasgndg‘r?of-o bubbiy" word
: ment ¢ ; i
e Y with (Protectionist) apys. Chags agna 5, 30 the apy ers e
: Hf:h advocated ap overall ap. t‘“ff, i0r d long i, Producing
P o ‘hem;"hesaigl.e fame belongs |,

. *No-one should esca §
tigation, " he sajd, "N‘:Jet t:ne'yn\ifn?;
agriculture, but x‘ndtmry and servje.
€s. An Industria) country cannoe ask
2 major agricultura] Pprod

-y
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Trade talks deadline
could be ex’ren_ded,
Ontario Premier told

BY ROBERT SHEPPARD - discussed among Canada’s first
The Globe and Mail . *.+ ministers and that *“this is not a
Ontario Premier gab;iweﬂ&n :x:g:sﬂan that 1t is anybody’s idea .
says he has been tol enjor offi- momen
cials in the Reagan Administration mBut he said :&‘ tion arose .:&
it is legally possible to extend the meeting w . Baldrige
free-trade talks

" beyond Mr. Niles: If the trade negotiators
cu?enag:i;)&s; deadline by which a'- cannot meet their deadlines, “is it

.- possible to sort of give it another
dcinalmus.tbepmmtedtomeu.s x“m um:,-,‘ . N
Emerging from a one-hour meet- L is possidie.
ing last nightwimus.wt” Whether it is do-able is another sto-

£y, Mr. Peterson said. I am say-
S°§“"f§f§as';’:é§?"?o ”é‘ﬂ%’%ﬁ“; ing it is legally possible. 1 am not

mas Niles, Mr. Peterson said the
question arose whether the ‘{ast.
track’ deadline might be extended

saying it is politically possible.”
Under the fast-track arrange-
miént; the {ree trade deal has to be

pmhe(oreCongrssinurlyOcmb-

! into next. year and -be was told it ,
; L er, at least three months, before its

could. Vo
At the same time, he teld report-
ers not to read too much into such a

" possibility. .- Simon Reisman suggested recgn
Mr. said the notion of DEADLINE A2
extendin~ the talks bas not been D —Page

" ¥
- o= .

. ‘Deadline
@FfromPageOne  ~ -
that the two sides have some dis-
. tance to go in reaching a com-
promise. His U.S. counterpart,
Peter Murphy, was quoted by sourc-
‘syaterdayassayingthatbe(eels
a tentative agreement may. be
reached as early as June 135,

. However, both Mr. Peterson and
Mr. Baldrige said they do not think
that date is realistic.

Mr. Baldrige said he thinks it is
possible to sell Congress on the idea
of giving up its countervail powers,
providing there is some other mech-
anism in the proposed agreement to
handle disputes. *It would not be

_possible to sell thatina vacuum.”
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.- BY PAUL m IN PAI.S—; ‘“\'I:L"ﬂ s!rn rﬂ‘m—(’lcn’}a'_

THE mmmc-mdnstmiiséd ‘Hiks ‘between European -and
countires agreed yesterday:to other industrialised countries

* high level zovemment'unb to -practical .. proposals
reinforce their ‘efforts to™ fight made™ ;. %.oo- - arorevs o

interior. ministers and senlor Fraace. Anermncfmdlnz
- security officials . from mnine apart, Pariz hag shown increas-
. countries lnclndlnz the US, -ing willingness to -co-Operate
-Japan. Canada, Britain, France, with other countries in the Sght
* Italy, West Germany, Belgium -apainstt-: tcmﬂsm. “This - col-
-and .Denmark . hem An, Pu'u hbontl .. especially’ . with
yesterday, . - ~countries - like
Mr Douglas Burd.the Brlthh Wst Germany and Inly hu
Home Secretary, 'said 7, the.-started to.bear .fruit with
1 mn!stershadnmedtocsub-ma umuumt
i lish close links between the 12 “gych leftwing terrorist groups

P -mmain outcome of a meeting-of largely at the mu:ﬁv‘

so-called Trevi-Group set up-%9.: Red .Army .Fraction ".in West
' eo-ordinate ‘- anti-terrorist ‘cal YGermany and the Bder!nde:
. Iaboration in Europe with the ‘and gister groups in Italy.~
! US, Capada and4 Japan. ~° There also appesrs to be a
. - However, he added “that se-ghitt in the French Govern-
‘ ~one ‘wants . to'.get up:a.mew_ mentg.Yattitude - towards the
bureaucracy, & new’Iysem. o€ jemme~ of 7 whether.. tgmr!m
= new institution,” ‘but to tm: <ghsuld be included In the dis-
prove contacts . at ministerial eusyions at the fortheoming
level between Eurcpean coun- gummit of the seven leading
tries and the other -leading - jnductrialised . countries . -ig
industrialised nations. - The-‘\'enlcg pextmonth, = -
ministers agreed that “there™ " Befgre yesterday’s "spechl
should be meetings at minis-- gntiterrorist meeting, France

Although little discussion to see the Venice summit res-
appears to have been deveted “tricted to economic - issues.
to new practicel steps to cor- KHowever, it I now llkely to
bat terrorism, Mr Hurd clalmeed :.agree -- to - discussica --- on

#ig 4-4_‘.,_ s 8 ':"'}ﬁf'i v,-l-'-—#-.-—lr

. -forge closer and more regular had *“filled a-gap lnt:mvhlg

against terrorism. This was the 2= The: .. meeting ‘was . a.n'ed-

West Eurcpean countries in the uA:uonl_)i.rectemrm. the |

terial level at least once a year. .had-indicated -that-it was keen }

the agreement to forge closer tarrorism. TR

/o0&



1

‘EXT 93¢/WIL.
7530-21-029-8042

in the
. Sented.
weald

US Treasury plays |
down talk of Venice
mltlatlve on dollar

gvmmmumo&mwmmu

MA DAVID MULFORD, assis-

tnt Us erenry for
rnttuul airs, yestemy
seught to damp down spe

fation thet the Venice -xm:m
would uce an initiative to
dollar angd improve

pelicy eo-orﬂnuon

g i the eaanunnenu

-mh&.ﬂ:’hl’»mrym

procezs of being Imple-
l..;ldo thmk;ou

are forthcoming I think there
wm be ldequte finance ... The
debt problems cannot be solved
‘ throwlnx mey st 1t,” Mr
wlford

Heunedumnmjorquu-
tion was how the flows of
fnsnce would be affected by
the decisions of Citibank and
Chase Manhsttan

b Bt pese o ot

to _put
reserves aside against Third
World debts. However, it was
now essler, he said, for com-
banks to be more
lcxiblc ia putting together
peckages for debtor nations and
this ﬂtted in with the modifica- ;
tions of the debt strategy to'
include & wider range of:
fdnancing options which the US
had been encouraging.

Mr Mulford expressed reser-
vations about aspects of the
reorganisaticn the World Bank
sanounced earlier this month.
In particular some of the per-
sonnel selection and the fact
soly amounied to 265 people

LEmous people,
But he said the US felt the basic
developed the

structure
reorganisation was nonnd. ,J
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Belgium Weighs -
Proposed EC Tax] -~
On Fats and Oils, .

By KEITH M. ROCKWELL
Y " soret o Comarsa i VIENNA SUMMIT
WASHINGTON — The Belgian = " n.
government hasn't decided If 1t will f But he sounded an ominous
support the European Parliament’s | warning: “If there is no success in

.

HOSA

L. .

tax on vegetable fats and | Venice, we will enter a period of k-
oils, according to Belgian Prime | recession and economic depres- b
Minister Wilfried Martcns. sion.” 2 j
" The tax would affect some $2.6 Mr. Martens, who was accompa- ;

Milion o US. exports to the Euro- | o4 by Foreign Minister Leo Tin-
pean Community. Although the tax | :!uemani, is ingg(ashlngw:x for two
pould not be limited to imported; g3y of meetings with President
iats and oils, US. producers fear: . Reggan, Secretary of State George
iS‘m“'mm"M‘”'i"'”’“!’e“'. Shultz, Treasury Secretary James
joods may lead Eurcpean consum-,  Baker III and Defense Secretary |
s to other products. t Caspar Welnberger. -

US. Trade Representative Clay-, Both Belgian officlals said they |
fon Yeutter bas warned the EC;  yere concerned with US. protec-
that if the tax comes to pass, the:  yjopist legislation — Mr. Tinde-
United States would renlme.'l mans refered to the House trade }

T Ve .,

bly against EC agricultural.  pjjj (HR. 3) as "a blow to free
ucts. | trade” — and both urged the Japa- |
"We are very aware of the-reac-, - e
in the United States but there - nese o open thelr market or
s not yet been a decision in the'  European retaliation.

European Community,”  Mr.; Mr. Tindemans warned the Jap-\

rtens told a breakfast news con-'  3Pese not to dump semiconductors

in Washingtoa.  in Ebe EC. ‘;

On other matters relating to the If they try to sell cheap chips * .

EC, Mr. Martens said there were  In the European market then Eu- | A .
more pressing matters before | l'ope_would take measures to retal- ",
community than working to- | late” he said. .

ward a barrier-free internal mar- European officlals are con- |’

ket before 1992. The EC Commis- | Cerned that Japan might try to re- |-
sion set the internal market as one | Foute electronics and semiconduc- | -
of its top priorities in June 1985, tors bound for the United States to

but a recent report indicated that | the European market, following the e . -

progress in this area has bogged | $300 million in sanctions levied oo : -7 CAE

down. * the Japanese by the Reagan admin- : ST
The principal reason for this is ; - istration. kf - CoE

forms are enacted, will suffer a | §Ave cautious support to the US. } . :

shortfall of some $35 billion to $4 | Daval presence in the Persian Gulf |7 .

billion this year. and hinted that,.within the North [ .

| “We bave a lot of other prob- Atlantic Treaty Organization
jems besides the internal market.” framework, Belgium might be will-
#aid Mr, Martens. “We have to deal | 1Pg to play a role in defending mar-
yith budget, agriculture and more | itime interests in the Gulf. |
’T’Mion in the community.” “You can't limit your security to
i| Belgium currently holds the | Just your territory. You can't say
Presidency of the EC and Mr.| Dere we live the good life while |
ﬂartens said be would push hard at they are killing each other some- | ..
the community summit meeting in where els;.’ Remember the Middle [ -
russels June 29-30 for passage of |’ East is in Europe's backyard. If 3
e package of budgetary reforms | there is a fire there, we can see it f- e
for EC Commission Presi-,! [rom our houses” said Mr. Tinde- }°. -~ - . .7 %
fent Jacques Delors. . mans. ' ST R
| Mr. Mr. Martens sa2id 60% of Bel-

a9 s ratenigt 4

Ty

. Delors is asking ) S
in funding ‘mb;,:;bi:; - gium’s oil comes from the Persian f° .
nts and a change in the|  Gulf and while “oil is not so impor- Ex!
ve-added tax system that is the| tant as it was 10 or 20 years ago®
fource of two-thirds of the ECs "_ 2;?"’ it is always “a vital inter- }
o n .
Mr. . . The ministers also said they [
Ponc :d:;eun‘: :‘M h&em [ would go along with the Rugaty: <
onomic summit in J H administration on the zero option |
alled n sune. ME€L for removing intermediate range L
dm?:; the industrial country - nuclear forces from Europe. ‘l'g
bping n t.seek 3 solution to devel- } po1oion overnment deployed 16 E7
beir o rion debt, to strengthen|. picciios in 1085 over wi d P
.’;’lfucaog;mnmem to the multilat- protest. widespread £
3ding system and to abide by {* ¥ .. " 2. 5
e Principles of agriculture re- m,{::;.ﬁwu‘:;p' “5 Mr,
. agreed to at the Organization! . 0 UM".’M S:v‘iseu ::ys :
ECOnor-mc Cooperation and De-k. seen that wpenre canable of 4 . S

L
-
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ending plan

to spur-Japanese economy

BY JIMIMPOCO " |,
Azsociated Press H
TOKYO | ;

Prime Minister Yasuhiro Naka.
sone announced an expanded
$42-billion (U.S.) emergency spend-
ing package designed (o spark flag.
ging economic growth and satisfy
foreign demands to increase ime
ports.

The package met with favor in
the-United States, which has pushed
Japan to help ease world economic
imbalances on the eve of a seven-
nation summit conference in Venice
.on June 8-10. )

- “Prime Minister Nakasone can
take that package to Venice with
pride,” U.S. Trade Representative
Clayton Yeutter told a group of for-
eign journalists in Washington.

" The measures, approved by Cabi-
net ministers at a morning meeting,
entail public spending worth nearly
$5-billion and income tax cuts of
almost $7-billion.

“This package is much more
substantive and should be more
effective than any previous package
Japan has ever attempted,” said
Kunio Miyamoto, director-general
of the Economic Planning Agency’s
Policy Co-ordination Bureau. “We
have really gone as far as we can."”

He said the Government esti-
mates the measures will boost
imports by “somewhere around $5-
billion to $6-billion next year.”

Stronger demand from Japan would
ease the huge U.S. trade deficit.

cn

tions. I can tei] (foreign nations)
that we did it in a. bold manner,"”
Mr. Nakasone said. “We have fully
honored our promises to foreign
natons, With this package, 1 think
we will be able to overcome the
fecession (in Japan) caused by the
yen's appreciation.”

fiscal ynrg't.bgt began in April,
, a Government state.
“The pack.ge 155,

* package ing with
the Government’s effort:etg.muuc-
ture Japan’s export-dependent

economy, using stronger domestic
demand as a substitute for growth
in exports. o

products more expensive in over.
seas markets, forcing foreign manu-

slash production and
investment and lay off thousands of
workers. )

Parts of the program require
approval of the Diet, Japan's pariia-
ment, this summer. **We hope to see
the package quickly adopted by the
Diet and implemented in Japan...
so it will have a positive impact on
the Japanese economy,” Mr. Yeut-
ter aid.

21
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If passed, the supplementary
budget would represent a “major
turnaround in Japanese fiscal poil-
cy,” overturning Mr. Nakasone's
Government austerity program,
said William Sterling, an
at Merrill Lynch & Co. in Japan.

*‘Chances are that by the time the
balanced budget enthusiasts get
through with the suppl
budget it will be watered down.”
Mr. Sterling said. “But still, there’s.
definitely a change on the way."

The package includes about §I-
billion in budget provisions for pdr-

- chases of foreign goods. A -3
list includes such items as foggign-
made rescue aircraft and -
computers.

It also includes public works proj-
ects worth $17.1-billion, and disaster
relief and other projects, including
those to be funded by local public
organizations, amounting to more
than $13.9-billion, the statement |
said. :

Eric Rasmussen, an economist ;
with the securities firm Jardine
Flemming, said: “If in fact they do
put out the kind of money they’re
talking about, it would not be a bad
package at all. But it's still a fittle 4

bit early to judge.” . |

|
|
|
|
i

Mr. Rasmussen said the package
*“is probably just enough to forestall
strong criticism at the Venice
summit this summer. Japan might
be able to avoid disruptive, conten.
tious discussion at the Summit: —
but whether the measures really get
the economy going at a rapid rate is
less certain.” 3
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Summit splash

On June 8th the leaders of the world's seven main
industrial countries will meet in Venice for an annual
economic summit that is widely expected to achieve

| - nothing. A larger group of economic ministers has only

just stopped talking in Paris. Their response to the danger
of a collapse in world growth and trade was a standard-
issue communiqué—pages of soothing pronouncements,
no changes in policy. Months of such paralysis have
engendered a muddle-through mentality. All of which
gives the Venice summiteers a splendid chance to stir
things up, and thereby really make a difference. .

To be impressed by policy-makers, financial markets
have to be given a jolt. Routine waffle of the kind that the
ministers dished out after the OECD meeting in Paris took
nobody by surprise, and so changed nothing. Even
genuine changes in policy carry a lot fess clout when they
have been confidently predicted. Given a chance to
anticipate the changes, markets quickly push interest rates
and exchange rates to levels that are consistent with the
expected set of policies. :
Think back, though, to the meeting at the Plaza Hotel
in September 1985. That did take the markets by surprise,
because Mr James Baker, America’s treasury secretary,
reversed the administration’s earlier, unthinking stance on
the dollar: far from being a vote of confidence in
America’s economic future, he conceded, its overvalua-
-tion reflected the imbalance in America’s budgetary
policy, which was piling up mountains of economic
trouble to come. That rewriting of history was quite

the (skimpy) details of what Mr Baker and his counter-
parts in Japan and West Germany would do to put
matters right. The dollar’s downward drift of the previous
six months immediately turned into a tumble.
~ The time is ripe for another surprise—though the
problem has changed and so has its solution. In the second
half of 1988, the next world recession seemed comfortably
remote. Worries over “structural imbalances” such as
America’s trade deficit seemed less urgent when output
was growing steadily, with inflation in check, and interest

real. Forecasters think the big OECD economies will grow
by barely 29 a year, and might be dullér than that. Wall
Street has started to talk about the once-forgotten threat
of inflation, and American interest rates are creeping up.
rer money, in turn, will aggravate the economic plight

THE ECONOMIST MAY 20 1987

by agreeing to a. $25-billion-a-year petroleum tax if
Congress cuts $25 billion a year from present plans for
federal spending, and if—in return for that cut in
America’s budget deficit—two other things hap

2broad. First, West Germany brings forward $15 billion of
the tax reforms planned for 1990 to this year. Second,

—

unexpected. It carried more weight with the markets than__meet in Venice disagrees—Jeast

rates set to fall. This year and next, the risk of recession is .

of the debtors of Latin America. Meanwhile, most
ominous of all, America's
deficit - has made “trade policy”
respectable again in the White House. -

A believable surprise

None of these threats was unpredictable. For all, the
remedy is uncontroversial—indeed, boringly obvious. The
dollar’s fall since 1985 was only part of the adjustment

present annual level of around $140 billion unless Amer-
ica either (a) cuts its federal budget deficit or (b) reduces
the gap between private-sector saving and investment.
Without (a), two things could happen to achijeve (b): faster
inflation (brought on by a further collapse in the dollar) or
recession (brought on by the higher interest rates that
might soon be needed to keep capital flowing into the
United States). It is in America's interests, as well as in
everybody else’s, to choose (a). )

The trouble with (a), though, is that it will reduce world
demand at a time when_it is already growing a bit too
slowly. Budget cuts in America therefore need to be
by bigger budget deficits in Japan and West
Germany. Together these changes could reduce America's
current-account deficit without further swings in ex-
change rates or interest rates. If recent public statements
are any guide, none of the heads of government who will
of all the three-who
matter. What is lacking is a credible, repeat credible,
commitment to make it happen. :

A first, quick step for Mr Reagan to convince doubters
that he rejects further dollar depreciation as an easy way
out for American economic policy is to announce that this
summer he will appoint Mr Paul Volcker to a third term
&s chairman of the Federal Reserve (see pages 19-26). But
if he is willing to take the initiative, Mr Reagan can do
more. Since nobody is expecting it, even an unspectacular
plan of co-ordinated policy could make a big impression
on the markets, and persuade them that the present
pattsrn of exchange rates is a sustainable one. At the same
time he can make Venice a political triumph—which is
what economic summits were always meant to be.

This is Mr Reagan’s guide to glory. Call the leaders of
the House and Senate into the Oval Office. Amaze them

Japan cuts $10 billion a year from its income tax and
spends another 510 billion on infrastructure. Announce
all three agreements in the
ber, Mr President, you made that vital first concession on
taxes—albeit a trivial one—so you get the credit. Stand
back and enjoy the astonished applause,

intractable current-accounnt

1

Venice communiqué. Remem-

/0'}
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‘In 10 days, the

Japan Offers Stimulus Plan

== continued to grow since the May’

. o DydotnBugws - ° - 1088 Tokyo summit desplte the

T P e ¢ dollars "the United States ha °
TOKYD, May $9-=With an'sin=; :imposed cortain

sanctions againet cor
lous eye on the eeven-oation ecoe - Japanese aléctronics and
nomic summit that opens [n Yenics  Japan's trade relations with Weet.
D A G g s et
40 .

domm'l:"modlng M‘M&pt: . ";V' a'nl--'d(_mqu A lnzﬁrommo.
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the money will be ralsed from pro-
o Nimpor Telograph and Tale
owned Nippon Te snd Telee
phons Corp, and th lesuance
of new government bo

But almost one-third of the $30
billion s less certaln: Locs! governe
ments are aupposed to increase

See STIMULATR, D10, Col. 1

With Eye on Venice :Sdmmit,

Japan Offeré Stimulus Plan

than lest fall's, some economists
oty, undetlying economic conditions

NOILLVIITaNnd

5 @/ Nz 9(//#597)7

4

%5 %]

13rNS/1o3rans

ol

epeuz)

epeuey
SaNaUPIXD SSNERY  SHEeRY [PWaX]

>




LOWE.MARTIN

86-629




MELE

[' TORONTO J

OVERNIGHT CANADA/OU JOUR AU LENDEMA!N

l\/Iitterrand urged t
in fish dispute'wi

By Joel RuimyToronto Star

ST. PIERRE AND MIQUE-
LON — France should defend
these two French islands off
? _Newfoundland with the same fer-
ovor that Britain used in holding

2 > the Falkland Islands five years

“_ago, French President Francois
Itterrand has been told.

_" Senator Albert Pen, who repre-

- sents St. Plerre and Miquelon in

.1he French National Assembly,

made the suigsuon during a

half-day vmt ere yesterday by

%' 'Change directions
Mitterrand, who returned to
Paris yesterday afternoon, sat

. Mitterrand.

& stone-faced while Pen made the-

” proposal in a brief introduction
‘“speech to an audlence of about

:~:300 islanders. Mitterrand flatly-

"‘.re the suggestion later.
ut he repeated what he has
--been saying since he arrived in
-+Canada on Monday — that Cana-
~xda was wrong to close its east-
‘7coast ports to French [ishing ves-
sels to protest French overfish-
ing off Newfoundland.
S “Mr. President, it is time we
changed directions,” Pen said in
a reference to the fishing war off
_the Newfoundland coast. -
“We have to affirm curselves
:iand win respect for our rights by

“showing, within reason of course, .

“the firmness of a Mrs. (British

THE GLOBE AND MAIL / METROPOUITAN :C::D(c;. yAR
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‘island politician added.

4
S’

ada T
B '-". Ime 7’2.10 ,;"-. I

Prime Mlnl:ter Mar(areti :houldn‘t Newmmdland become
Thatcher In defendlng alk-  French?” =
lands”™ - o It.was ironic that, in his
Otherwise, ‘‘we must admlt ‘ travels to four Canadian prow-
cleariy-that we-are again'pre-'"
pared to have the islands sacri<" :avoided aoy- of the ‘embarrass-
ticed on' the altar of Funce— “ments that arcse out of the 1967
Canada relations,” the long- “visit to: Canada by former
'.'_‘:“..’ French president Charles de
“We would have to ad .:, that - Gaulle, who shouted, “Vive le
the interests of the'6, * Quebec libre,” In Montreal.
dents) today are not woﬂ.h as -~ ,233 when he landed on
much as the Airbus, hellcuaters F soil yesterday did Mitter-
and nuclear ‘submarines,” ba nnmar to nm Lnto some
added, referring to thehlgh-tech'-~ aw ess,
products France hasbeen trying Cloupom

{0 sell to Canada.
In his reply, Mitterrand said. Pan. a notoriously ocutspoken

,\. :

o,. be tough

“I don't think that taking-a-turn - defender of the economically de-

towards the Falklands would be"’ pressed - islands, clearly wanted
the most fruitful thing to propese , to shame Mitterrand into fur-
to those who ill-behaved towards * msgin% xagre hzll%fsor the mandbs.
France —:in this case the gaga- e a promise by
dians.” {Patis-— still unfulfilled = to ex-
Britain won a. bitter 74-day‘ ‘pand the tiny airport on St.
war in 1982 after’ Argeatina *’Pierre, which was too small to
gi:hd tst:m stehxu ﬂtg:uanﬁsh ‘cclony *ac:gmjuex?date Mitterrand’s Con-
e A c =+ L hicorde
Mitterrand also mockeda sug- -: Pen ‘aiso cited “the obstinacy
gestion made earlier this week ":of (Prime Minister Brian) Mulro-
that France should just turn the: “ney,” who ordered Newfound:
islands and their 6,000 inhabi----landports closed to French fish-
{ants over to Canada, , ing vessels while Paris and Otta-
“In what I am sure was just a \v&negoﬁate a deal-over fishing
joke,” Mitterrand- said, *“‘they -.rightsinthe area.
asked me why St Plerre and - tterrand reassured islan-
Miquelon. shouldn't just become. . . ders that Paris plans to use “te-
Canadjan. ~ - * nacity, patience and firmness” to
“This is also -3 joke:.Why.~ settie thedispute.

-

"Inces this week, . Mitterrand

I

jo’
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Mlssﬂes and pasta will be on the

By Louis Wiznitzer - p. i ,
Special to The Star. NP
PARIS — When the leaders of the seven
major Western ihdustrial countries gather
in Venice next Sunday they will be talkmg
about missiles, . : » K

'rhzyshould be talkin about money. .

To be precise, the leaders of Canada, the
United States, Japan, France, Italy, Bnt—
ain:and West Germany are
usartheir time in the Itallan city of canals
to:finalize'a common position nse
taSoviet leader Mikhail Gor s lat-
est disarmament proposals.

S plain language, the Europun allies
of L}:e Umted States will tell Ronald Rea-
ﬁa at{'over a delicious pasta dinner that they

ve stopped bickering among each other
an . are no longer resisting the ‘Double

Zero' option (scrap goin medinmo and
ahort'range US. and

in Europe),” says one official involved ln
preparations for thesummit. .+ . .. .

“Reagan may thus feel free to- si
.US.-Soviet disarmament ent. ng
those lines,” the official saﬁ

The annual summit was orlglnal]y con-
ceived as an informal gathering of the
leaders of the Unued States, Britain,
France and W to dlscu.s cur-
reat econom!c problems. . |

Instead, it bas become a huge. pouuoal
feast-asortof&earlymeetin of board
members of the at which
the major shareholder, the United States,
{ries to have its wa onwhatiteomiders
to be the most g lssues, -

Last year’s summit dealt with terror!sm
= the year before t.hatitdebatedthe

‘motus of an..anti-Soviet technology
embargo. :

" On.the other hand, the ¢ summit
“would'quite likely be a flop were it not for
the tion that the Atlantic Alliance
wm manage to get its act together on

Japonese Prlme "Minister Yasuhu-o
Nakasone Is on his to retirement and
Reagan Is a lame French President
. Francois Mittérrand has had his wings
clipped by the “cchabitation” m“%
ment with thecountry's conservatives: te
speak:forl“rmce‘but does not govern it.

Italy’s Amintore Fanfani is a caretaker
and has no authority to make decisions,
while Prime Minister Margaret Thatcher
will dash off to London before the summit
is over- to make a final pilch for ber re-

\

table at Venice sunmmit:

- election before Bntam oes o
Junell. g the po!Ls

Even Canadian Prime Minister Brian -
* Mulroney and West German Chancellor

Helmut Kohl are more concerned’ right
now with domestic policies than .with
diplomaucgrandstandﬁo

One Frencti diplomat dismxsu the sum-
mit as “a gathering of pitiful glants.” -

By using the occasion to climb aboard
the Soviet-American disarmament train,
Washington’s European allles are in fact
likely to help the summit preserve its
dignity and importance and save it from
turning into a mere gathering of the po-
litically glamorous.

Even though West Germany, Italy, Brit-
ain and France will sing in unison under
the American conductors’ dlreotxon, they
still have serious misgivings with regard

to optiin “Super Zero” — the elImmatlon
of all muclear arms from the continent.

The West Europeans are privately bit-
ter about the status of the arms negotia-
tiens. *They- believe: they have been out-
manoeuvred. by. Gorbachev and let dm
byReagan. :

- ‘They worTy that Western Europe could
_be gradually decoupled from the United .
States and. that .it could be denuclearized -

and left to face the Soviet's vastly superior .

conventional forces. .
They were unhappy when the two super-
wers aged in.a shouting match from
they are suspicious now of
deals that the Americans and the Soviets .
may be working out behind their backs. . .

7 Louis Wiznitzer is aStaroorrwpo -
ent based in Paris, nd
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{ VASHINGTON, May %0 — Pressdent i

fed democracies that will take part, 4

Administration officisls say. » ,

! Those realities have already re- : deﬂdts.mepem:ceofeﬁgbkmsb-

shaped the Administration’s plans for . volving the

the trip. It is the President’s most am- . triesand trade imbalances.

bitious abroad since the eco- - The Venice will

fomic summit meeting in Tokyo last - amid domestic political difficulties for

gear, and it comes as aides have been

{rying to poriray Mr. Reagan as unen-

eumbered by the Iran-contra affair.

< “We wanted to go into Venice with ; .
statements that reflect the Jes- . pected to leave office in October, and

of the last 40 years,” a top adviser , the West German Chancellor, Helmut | .
p the Presideni said. “Summits are i Kohl, Is also experiencing problems. |
anpredictable, and we like to view . White House officials acknowledge'
them like a book standing alone; what | that the Iran-contra affair has taken a |
wetried to do Is to conceive the tripina " toll both at home and abroad on the! . -
- way that puts nice bookends on it _.hi%hpopuh_aye? mnmePruadenhe' h:him- -
sell enj year, when he was
. Speech in Reme Canceled | traveling to Tokyo.
Officials had hoped to sandwich the | Administration officials have been|
three days of talks in Venice between ;xmwmkwimu»mm

highly symbolic events, including a

fpeech in Rome before the meet ' Instead of Rome speech, for ex-
thal would highlight allied cooperation ; ample, Mr. Reagan will deliver the plea
ind another one in Berlin at the conclu; ! for cooperation in remarks Monda
tion, commemorating the 750th anni Elmmt.hewhneﬂwsenmmllpeecg
rrsary of the founding of that city. | " tobe broadcast from Europe Friday.
| Bothy were to be ma : President’s Schedule :
tnes, the officials said, but Italy’s inter- -
:‘ng;'t‘;"e“' situation forced them to Mr.R s scheduled to arrive in
one ome Venice on Wednesday, the day he was
Sanding in that city's 16th-century originally to have begun the stale visit .

a0 was to have urged continued . '
€ation within the Wesiomn alance hotel about 20 miles cutside of Venice.

Jas fier the Marshall Plan was putl  Lo<ied by mghvranking laian officials
land visit the Vatican for a private audi-

{That was to have been followed by ence with Pope John Paul 11.

Major address on freedom, which the i onda three |
President s1ilf plans (v deliver later in | 4,00 Monday, June 8, the first of

U week in West Berlin, the city where

Besident Kennedy delivered a);amous

of on the same theme.

" icials say that because of the dis-

R.!’T:Y in the lalian Government, Mr.
n.aslh had to abandon plans for a
z&rle visit 1o Jtaly, and therefore had to
Iie.?' the first part of the travel pack-
s The trip has changed, but not be-
mksleuol something we did,”” a senior
v said. “It’s very frustrating.”

. am!mstraxion officials said the
0 Plpxng of the Rome section of the
e 0 some extent, paralieled what

'Y Sec as a rcality of the Venice

' Res “Polu'lcal area, ofiicials say,
Perdg,.m will discuss the tensions in
gise u::an Gulf, but they also say that
i oo ¢ has not been reviewed in sum-
e .nmng, sessions and that this sug-
1S3 unified statementisunlikely. |
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 |1s expected to be high among the issues

,? the disease a major world health prob-
: |lem and to call for more international

1| World Health Organization. The lead-
~{ers are also expected to support a’
.. [meeting of the world’s health ministers |

about public education, according to "

YT TS S

: |pressions of concern about AIDS yet
.{from world leaders. “The mere fact

{|=— that allows national efforts to get
.|galvanized and move forward,” said

e s

;| is President Reagan’s chief planner for
1 the meeting.

Administration officials say. |Page

AIDS’ GLOBAL PERlL
IS HIGH ON AGENDA

Rising Concern on Social
and Economic Effects

The spreading epidemic of AIDS,'
which threatens to have a destabllizing
effect on world economics and politics,

addressed by the leaders of the seven-
nation industrial summit conference in
Venice next week.

The leaders are expected to declare

cooperation against it, through the

the theme paper agreed upon for tht
conference by its planners.

Chance to ‘Move Forward’

The recommendations that come out
of the meeting will be the highest ex-

that the heads will have talked about
AIDS, even {f it is for 10 or 15 minutes

Eric D. K. Melby, a special assistant to
W. Allen Wallis, U.der Secretary of
State for Economic Affairs. Mr. Wallis

Mr.Reaganis hw:!m,, for ¢i:e confer-
ence June 8-10 amid expeciations zhat
have been lowerced by his own Jumesiic |
troubjes and by economic and political
uncertainties in the six other nations,

11.)
Acquired immune deficiency syn-

s SN

AT SUMMIT MEETING}

Planned Discussion Reflects|

By LAWRENCE K. ALTMAN ' '

w . Freom Page 1

Mﬂmmtﬂum'efur

d AIDS is already reducing incomme
. from tourism and where the death toll
hru!n;nmmammmdwomhthe

: prime of life.
W.H.O. 28 ‘Best Forum'
The leadets may debate policies for

mandatory tests for AIDS infection

among such groups as immigrants and

foreign government officials

&d uA\leDs experts said in %mm
me paper nys any m

be “in accordance with the principles

“The  conference plsnnery’ theme

paper characterizes the wmd Health
Organization, based in Geneva, as “the
best forum® for international efforts to
stop the epikdemic. Such an endorse-
ment st W.H.0.’s AIDS

| conference on

program, which has started in 30 coun-
tries’

Mr. Melby said, *‘No one really has a
good unde of what the eco-

..—;4- =5 a.rvg- -

IDS Is ngh on Agenda for

- -,--’lr.

. J ,~

Dr. Jonathan Mann, the director }
of the World Health Organiza-
tion's AIDS program.

nomic implications of AIDS are,” but
he said, “Everyone thinks that they
will be very serious.” Other AIDS and
economic experts interviewed in re-
cent days expressed similar views.

Until drugs are found to cure AIDS
or vaccines are developed toprevent it,
education {s the only way to stop its
spread. Britain was the first country to
set up a large-scale public education
program about AIDS.

Concern About Africa

Norman P. Fowler, the British
Health Minister, announced at a recent
meeting in Geneva that his country, in
collaboration with the World Heaith
Orgartization, would be the host for a

public education and
AIDS for the worid’s health ministers.
The summit conference leaders are ex-

The industrial nations leaders will be
discussing AIDS at a time when ex-
perts are expressing deep concern
about the diseases severe economic,
political, social and military effects on
Africa, the area believed hardest hit by

the disease. It has been most common |}

there in cities, among skilled workers
and the educated middle class.

A principal focus of the W.H.O. pro-
gram is Africa, and Mr. Melby said the
United States Agency for Intemationa!l
Development *’is beginning to look
very seriously at what are the ecH-

nomic implications of AIDS in Africa.”
Much of that continent has in recent

years been reeling from economic

problems, and some AIDS experts fear

-

pected to endorse the idea, and a meet- | that if the epidemic is not checked, the
burdens added

iscussed , | ing could be held withina year. by the disease could, .
d by Mr. Reagan and the lead- | i %‘mnmmummmm cause severe social dislocation. lfAlDS‘: ',‘.?‘

ers of Japan, West Germany, Britain, ' ;

oo s s B et || i ey et e e .
ing the disease on the economic agenda |' migt be done, to pro. | Doctors who have visited Uganda haver
reflects growing concern about A1DS’ | pro-

potential for social and economic |:
devastation. This is especially possible |.

drome is only one of many topics to be

_ Continued on Page 12, Column 3 | why they fail. that simply living there m danger-
IXT 93e/mIL.. - '( .."
'830-21-020-5048 S - o
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“It is not just a political issue,” Mr.
Melby saild, noting worry also about
“the costs of caring for’’ victims of the
disease. He said the national leaders
were concerned that money spent on
treating AIDS patients was ‘‘a signifi-
cant drain or competing source for
scarce funds in developing countries.”

Dr. Alastair J. Clayton, who directs
the Canadian Federal Laboratory Cen-
ter for Disease Control in Ottawa and
who has been part of a team advising
Prime Minister Brian Mulroney about
A1DS for the summit, said that "‘what-
ever money we can spend now on con-
trolling AIDS in Africa is an invest-
ment {for us' and for other arcasof the
world.

Including AIDS on the summit meet-
ing agenda has pleasantly surprised
many AIDS workers, including Jon
Tinker, president of the Panos Insti-
tute, 8 private research and public
education organization based in Lon-
don that studies development issues.
He said the decision probably refiected
a rapidly gaining view of AIDS “as an

: economic and development problem in
" the third world rather than purely as a

public health problem."’

Dr. Jonathan Mann, who heads the
World Health Organization’s AIDS pro-
gram, said that “if the progression of
the disease isn't stopped soon’’ in some
African countries, AIDS could have
dire economic and political conse-
quences in the next few years. Dr.
Mann stressed, “That is not the stage
where we are at now."’

Need for More Data “Critical’

Dr. Mann said an urgent goal of his
program was t0 encourage more Af-
rican countries to test larger popula-
tion groups to determine more accu-
rately how many people are carriers of
the AIDS virus, whether they are sick
or not, and thus presumed capable of
passing the virus to others. ‘

*1t’s such a critical issue,"” Dr. Mann

11 said. **If you don't know how many peo-

ple are being infected you cannot know

“{ whether your program is having any

impact and whether the investment is
good or not.”

Significant differences exist in the
prevalence of AIDS infection in rural
and urban areas of Africa, and among
different regions. Although most Af-
ricans live in rural areas, most tests
for infection with the AIDS virus have
been done in cities. Dr. Mann said this
led 10 “an oversampling of the higher-
risk population.”

An endorsement by the summit con-
ference participants of the World
Heaith Organijzation’s AIDS Emgram
would encourage centralized tions

Ifor AIDS control in developing coun-
‘| tries and thus lessen the prospect of

competing programs and possible
waste of resources.

wind up “spending all their time mak-
ing sure the donors are getting what
they need’ instead of doing their own
work to combat AIDS. :

The European Economic Commun}-
ty, he noted, has stipulated that coun- |
tries applying to it for AIDS funds must
have a plan approved by the World
Health Organization. Other countries
are adopting similar approaches.

Mr. Tinker of the Panos Institute -
said much more {information was*
needed from developing countries be-
fore economic effects of AIDS could be
accurately measured. Some answers
may come in about a year from studies
the institute has started with experts at
Imperial College in London. Perhaps
the mos! important economic measure,

Mr. Tinker said, is how much AIDS is |-

reducing the number of workers while
increasing the number of nonworkers
in a society.

Work Force Would Stop Growing
This kind of information is bei

sought in a study of one Central Af-{~ - - -

rican country where AIDS is epidemlc

and that Mr. Tinker detlined to0 identi- |- 5» -~ = -

ty

risen by 3 percent each year for the!

last 20 years, will stop within five toj-" . ..

seven years and a net decline would
soon begin — even if AIDS does not
spread from the cities into the rural{

. F‘ RS
According to preliminary calcula-f- 'z =
tions, the net annual increases in the| .~

work force of that country, which has:

areas and even if the level of infection
among sexually active groups, now 10
10 20 percent, does not rise. .

'
But Mr. Tinker said calculations to '
determine how large the decline would
be and precisely when it would occur
mus! take into account data that were
now not available.
Until such information comes, he
said, *'it is awfully difficult to put any

figures on your economic projections.” f.: .-
i

Concern About Military

Another concern is the potentially se- |
vere effect of AIDS on the military in
some countries. Although figures on

the incidence of A1DS infection in the[; $

military in Africa are not available,|
anecdotal reports indicate that suchf’
rates are substantially higher than in
the general population.

Because many third world govern- |-
ments depend on the military to re- |
main in power, a rapld turnover among }.
mllitary officers because of AIDS
might affect political stability in such
countries, some experts contend. .
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Can the Big Seven Learn t

' Economic
coordination
usually stops
where national -
interest begips.

By PETER T. KILBORN

WASHINGTON
IX somberly suited men and one,

rives in open sports coats, con-

i vene every three months or so in the
! ' opulent gilded chambers of the Louvre
! Palace, in the clubby rooms of No. 11
' Downing Street or beneath the swoop-
A { ing brass chandeliers of the American

“] Treasury's third-floor conference

" i1 room. All ministers of tinance, they call

:\;K‘;:". RS

the ltalian, who invariably ar- .

In a simpler era, after World War 11

— when the world’s cconomies were

. less interdependent, when its capital
* markets were more regulated — a
similar group of men wrote the treaty

of Bretton Woods, which tied the {i-
nances of the Western world to gold

anisms as rigidly fixed relationships
among currencies.

But finding a workable
— |f there is one — is & task that pushes

their tools for controlling inflation, re-
cessions and other economic crises are
limited at best. It is also a task that as-
sumes a hefty dose of political clout

. among its participants, if they are to

put into effect at home the promises
they make to each other. “One of the
most difficult jobs in the world,” said
Treasury Secretary James A, Baker
3d, “is coordinating economic policy.
Of necessity, a country's domestic

cement -

o Waltz?

agenda has to come first unless you're
going (o cede sovereignty, and we're
not going to do that.”

Now, once again, the group is prepar-
ing to meet, this time at the summit
erence in Venice, June 8 to 10.
President Reagan will attend, along
the heads of state of the six other
nations. They are likely to announce
that the finance ministers have moved

258

most of the participants are not so
cynical. Gerhard Stoltenberg, the West

German minister, for example, talksof -

having "“more common ground than we

have had in the past.” And Paul A.
Volcker, chalrman of the Federal Re-

serve Board, who has attended these
meetings and their mostly less ambi-
Continued on Page 14
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1 8&";; precursors longer than anyone
. ) t else, said: “However frustrating the
“* © 7 ® . meetings can be, there is great utility
"’ in these people having close contact
: * . with each other. That has an influ-
e . © . ence invague and undefined ways.”

But what is this policy coordination
‘ they are talking about? How does it
i really work when the men go behind
; closed doors? How do they know
, when their economies fall out of line

- and then what dothey do?
! What the Western finance minis-
- ;. ters have established so far is a
' : *framework,” they call it, for holding
‘ their economies on course. It is cen-
——— tered on six measurements, or “‘ob-
jective indicators” of economic per-
formance: growth, trade, budget bal-
ances, inflation, interest rates and

currency exchange rates.

Choosing the indicators was only a
beginning. The next step was to settle
on common methods of measuring
themn, ways to bridge cross-cultural
differences and cleanse the figuresof
. the optimistic calculations that coun-

tries often present for public con-

J ’ sumption. Countries also collect and
Gefine statistics differently.

‘The difficulties are apparent if one

") looks ‘at budgets. “All the govern--
ments are on different budget cycles, :I.M.F. might say that growth in Ger-
and their budget processes are differ- °

] ent,” explained one deputy minister.
*The budget year varies, and the -
| method by which they surface their
‘| budgets and pass them varies.” The
group agreed to let the LM.F. act as !
referee, and with its participation,
major differences appear to have
been resolved.

. The ministers are farther from
v agreement on a critical feature of the
N framework: how to respond when
1 someone’s indicators depart sharply
from projections and thus threaten
the collective goal of stable growth.

) For a while, the French Finance :
Minister, Edouard

, Balladur, pro-
posed that the systems insciude a high
n. degree of what economists call “auto-

particular
change rates — go awry. “’But this did
not seem possible,” Mr, Balladur said
during a visit here. “So I suggested
that consultations,
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tempt to coordinate economic poli-

cles — a willingness to alter coun-
tries’ fiscal policies of taxation and
spending — has yet to be demonstrat-
od. So far, they have been willing only

to alter monetary policies — mainly l

interest rates — in response to un-
wanted changes in exchange rates. In
the year that the ministers have been
working together, the three key coun-
tries, the United States, Japan and
West Germany, keep rebuffing ap-
peals toact on their fiscal policies.
Washington wants Bonn and Tokyo
to stimulate the growth of their do-

mestic economies by cutting taxes °

and raising domestic spending and in-
vestment. This would reduce Japan's
and West Germany’s reliance on the|
exports that have contributed to thel
gaping American trade deficit and,
might mute the protectionist chorus!
in Congress. Germany and Japan,!
like the other countries at the table,|
want the United States to do the oppo-;
site — to raise taxes and so reduce|
the budget deficits that they believe
cause the trade problem and others.
These conflicts come up at the
ministerial meetings. One witness —
he, like others, spoke on the condition
that he ‘not ‘be named — salid. the

many and Japan is slow and inflation
under control, so0 conditions permit
cutting taxes or increasing public!
spending or taking other actions to

| foster domestic growth. !

“So,” the witness recounts, *Sto}-:

‘The meetings
have influence in |
vagueand = |
undefined ways.’

Paul A. Volcker,
Fed chairman 1

‘being much too cautious. My forecast
is much better and we put very high
priority on price stability and besides
we're palitically committed to what
we have.’” And the Japanese say, ‘We
cannot pass our present budget, and I
have some sympathy for what you
are saying but that’s not the mood
Japan and | cannot do anything.’ **
“And,” continued the witness, “the
LM.F. says, ‘'The United States ough!
to reduce its budget deficit. That's ab-
sohitely fundamental’ And Baker
says, ‘1 certainly agree with that] I'm

-

" all in favor of reducing the U.S.

budget deficit. We'll write that into
the communiqué, gnce again.’ " The
others needle Mr. Baker to raise
taxés as one way to cut the deficits,
but President Reagan refuses to con-
sider that, and Mr. Baker tells them

spending. “He doesn’t come to grips
with the issue,” the witness said,

For all the limitations of such a pro-
cess, most proponents say that even
over such divisive issues, is
more productive than not talking.
Furthermore, the nations believe that
nothing would work any better than
the system they are trying todevelop.
Three times, from 1879 until 1814,
again in the 1920°s and still again
after World -War 11, countries at-
tempted to link the manag
the world economy to gold prices.

rose,

=a

Depression,
ary burst of the late 1960’s — times
when countries found such

:

when countries rarely intervened.
Currencies began floating again in
the early 1870's when the nations re-

quired to stop inflation. The first four
years of the Reagan Presidency was
a period of ‘‘benign neglect.’’

Finance ministers from the United
States, Japan, West Germany,
France and Britain convened periodi-
cally then, but they never made note-
worthy agreements or issued com-
muniqués. They mostly “talked, ate
and drank sherry,” said one. Karl
Otto Pthl, the West German central
banker, has said that when other
countries were concerned about the
roaring dollar, the Reagan Adminis-
tration’s position was, “It's our cur-
rency and your problem.”

WO years ago, attitudes
changed as the doilar’s rise
8 began penalizing America's
economy, and momentum began
building for protectionist legislation.
These factors persuaded Secretary
Baker that the dollar had become a li-
ability. Cowe
Mr. Baker and his aides found
themselves leaning on an open door
when they approached the older, less
formal Group of Five — the Seven
minus Canada and Italy — for help.
The five began laying the plans that
led, on Sept. 22, 1885, to the Plaza
Hotel agreement that the dollar —
which by then had already begun to
slide — was far too high and that they
would work to push it down.
‘“That was an ad hoc step toward
this process of policy coordination,”

Germans, Mr. Stoltenberg and Mr.
Pthl, are active participants. So are
Mr. Baker and the Japanese finance
minister, Kiichi Miyazawa. Mr.
Voicker is saild to pipe up during dis-
cussions about the dollar and the poli-
cles of Japan and Germany, but often
appears bored and withdrawn.

Nigel Lawson, Britain’s Chancellor |

Exchequer, *does all the talk-
or the British,” a participant
d, and takes great interest in edit-
the communiqués. The French-
for Jong have had the reputation
being gadflies. But Mr. Balladur
proved less of one, in part, it ap-
pears, because the ministers have
. come around to France's
steadfast insistence on including ex-
change-rate objectives in setting poli-
cy. Of the smaller-country represent-
atives, participants say, Canadian Fi-

RBEBER
Faganss

among the more loqua
The ministers and their associates
meet and eat, for af least a full day,
never leaving the buildings they are
in, and in the case of the Treasury, not
even the room. There's structure to
the meetings, “but the discussion is
totally spontaneous,” the participant
sald. “‘Nobody talks from notes.”
Spontaneity, however, is also a haz-
ard. The Group of Five gathered at
the Louvre last Feb. 21, a day beforea

L
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Steering
the World
Economy

i The international
financial plan
hammered out at
Bretton Woods, left,
in 1944 worked until
the early 1970’s.
Next month, western
leaders will meetin
Venicetoworkona
modern version, a
task they started at
last year’s Tokyo
summit, bottom.

W altz of the Big Seven
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4t could be that mext week's
ice Economic Summit will be
§ issues that election-bound or

nd that may not be to their lik-

d calls it a “‘discrepancy.’

ﬂ:misstonf;’Butthef:hc:lsthat
past years, world
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ave gone missing . : .
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in the United S:uz.es and other
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&manmwmmd
I, for example, all the disap-
pearing billions in errors and
omissions were to be credited to
the United States