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1. Wae, the Leadars of our seven countries and the Representatives
of the European Community, salute the men and women around the
world whose courage and wisdom have inspired and brought about the
historic advances of democracy wa have witnessad over the past
year. As we enter the final decade of this century, which we
intend should be a Dacade of Democracy, we reiterata our commitment
to support the strengthening c¢f democracy, human rights, and
economic reconstruction and development through market-oriented
economies. We emphasize the important oppertunity provided in this
forum for representatives from Europe, Japan, and North America to
L)discuss critical challenges of the ccming years.
%gz. Eurcpe is at the dawn of a naw era. We welcome enthusiastic-
“ally the profound and histeric changes sweeping the continent. The
. N London Daclaration on a Transformed North Atlantic Allianca
;iprcvides a new basis for cooperation among former adversaries in
building a stable, secure, and peaceful Europe. We are determined
\to seize all opportunitias to achieve a Europe whole and free and
§>recognize the European Community's contribution te that effort. We
applaud the unification of Germany, which is a tangible expression
of mankind's inalienable right to saelf-determination and a major
contribution to stability in Europe.

We walcome the replacement of repressive regimaes in Central and
Eastern Europe by governments freely chosen by their peoples. We
applaud the introduction of the rule of law and the freedoms that
are the bedrock of a democratic state. We urge Romania, following
recent events, to adhere tc the positive trend taking place in
other countries of Cantral and Eastern Eurcpe.

3. We welcome the intention of tha Soviet Union to move toward a
democratic political system, as well as Soviet attempts to reform
their economy along market principlas. We commit ourselves to
working with the Soviet Union to assist its efforts to create an
open sociaty, a pluralistic democracy, and a market-orianted
economy.. Such changas will enable the Soviat Union to fulfill its
raesponsibilities in the community of nations founded on these
principles. We are heartened by indications that a constructive
dialogue is underway betwean the Soviet government and the Baltic
statas, and we urge all sides to continue this dialogue in a

‘ democratic spirit.
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4, The advance of democracy accompanied by market-oriented
economic reforms is not just 2 European phenomenon. Sinca we last
met, we have witnessed the spread of democratic values in many
parts of the world.

In Asia, there are ancouraging signs of new political openness in
longolia and Nepal. In the Philippines, the governmant continues
to engage in ccurageous aefforts to consolidate democracy.

We acknowledge some ¢of the recent daevelopments in China, but
balieve that the prospects for closar cooperation will be enhanced
by renewed political and sconomic reform, particularly in the field
of human rights. Wa agree to maintain the measures put into place
at last year's Summit, as modified over the course of this year.

We will keep them under review for future adjustments to respona to
further positive developments in China. For examples, in addition
to existing lending to meet basic human needs, we will explore
whather there are other World Bank loans that would. contribute to
reform of t=ha Chinaesa ecenomy, especially loans that would address.
environmental concerns.

5. In Africa, we hope that Namibia's attainment of independence

and cdemocracy will ba a positive example for freedom, pluralism,

and market-oriented economic reform throughout the centinent. Ve

alsc welcoma tha positive developments that have taken place in

South Africa, especially tha launching cf talks betwaeen the

government anéd representatives of the black majority. We hope this
will lead to a peaceful transition to a non-racial democracy and

the completa dismantlement of the apartheid system. We will ‘
continue to support this process and wa call on all parties to

refrain from violence or its advocacy.

6. In Latin Amarica, we welcome the re-establishment of freedom
ané democracy in Chile. We applaud the recent fair and free
elections in Nicaragua, as well as progress on thae path to paacs
through dialogua in E1 Salvador and Guatemala. We encourage the
efforts of the Panamanian government to re-establish democracy and
the rule of law. We note with satisfaction the positive evolution
in Haiti. We hope that Cuba will take steps to join the democratic
trend in the rest of Latin America.

7. While wa applaud ths reduction of ideological conflicts that
have divided much of the world since the end of the Sacond World
War, we note with deep concern the raamergence of intolerance
affecting ethnic and religious groups. We agree that such
intolerance can lead to conflicts, which can threaten fundamental
human rights, as well as political and econcmic development.

8. We reaffirm our commitmant to the fundamental principles we

seek to realize in our own societies, and we underscore that

political and economic freedoms are closely linked and mutually
reinforcing. Each of us stands ready to help in practical ways

those countries that chocsa freedom, through the provision of ‘
constituticnal, legal, and economic know-how and through economic .
assistancae, as appropriata.
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In drawing from our different constituticnal and historical
experiences, we stand ready, individually and jeintly in relevant
fora, to:

-- assist in'tha dratting of laws, including bills of rights and-
civil, criminal, and econemic framawork laws;

-- advise in the fostering of independent madia;

-=- establish training programs in government, management, and
technical fields;

-- develop and expand people~to-peopla contacts and exchange
programs to halp diffuse understanding and knowlaedge.

In the same spirit, the receant G-24 Ministarial agreed to extand
its assistance in Central and Eastern Europe in parallel with
progress in political and economic reform.

Wa agreea the challengae facing the industrialized damocracies is teo
continue the effort already underway in Eurcpe while expanding
efforts to support political reform and aconemic development in
other parts of the world. We call on our people and the people of
other democracies to join in this graat endeavor.

P
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For Immediate Release July 10, 1990

STATEMENT ON TRANSNATIONAL ISSUES

Texrrorism

. Wa, tha Heads of State or Governmaent, reaffirm our condem-
nation of terrorism in all its forms, our commitment te make no
concessions to terrorists or their sponsors, and our rasolve to
continue to cooperate in efforts to combat terrorism. Wa demand
that those governments which provide support to tarrcrists end
such suppert immediately. We are determined not to allow
terrorists to remain unpunished, bu%t to see them brought to
justice in accordance with international law and national
legislation.

We welcome the recent release of several hestages, but remain
deeply concerned that hostages are still being held, come for more
than five years. Their ordeal and that of their families must
end., We call for the immediate, unconditicnal and safe ralaase of
all hostages and for an accounting of all parsons taken hostage
who may have died while being held. Wa call on theosae with
influence over hostage-takers to use their influence to this end.

We note with deep concern the continuing threat presented to
civil aviation by terrorist groups, as daeamonstrated by such
outrages as the sabotage of civil aircraft over Lockerbie,
Scetland on Decembaer 21, 1988, above Niger on September 139, 1989,
and over Colombia on November 27, 1989, We reiterate our
determination to fight terrorist assaults against civil aviation.

Accordingly, we will continue cur cooperation to nagotiate a
convention requiring the introduction of additives into plastic
explosives to aid in their detection. We pladge to work to
strengthen intarnatiocnal civil aviation security standards.
Consistent with this objective, we note the importance of making
available training and tachnical assistance to other nations. We
support initiatives undertaken through the International Civil
Aviation Organization (ICAO) regarding this issue. We will work
together with ICAO to expand such assistancas.
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We discussed the threat to international security posed by the *
proliferation of nuclear, chemical and biological weapons, and cof '
ballistic miszile weapons delivery systems.

With regard to nuclear proliferation, we take special note of
the recent cdeclaration issued by the Zuropean Council in Dublin eon
that subject. That document underscored the great importance
attached to the maintenance of an effective international nuclear
non-proliferation regime and the need to make evary effort to
contribute to strengthening non-precliferaticn and encouraging the
participation of further ccuntries in the regime. The Treaty cn
Non-Proliferation of Nuclear Weapons (NPT) i3 an important element
of that regime. We further endorse the EC's call for all states
to apply IAEA safeguards on as universal a basis as possible.

We also urge all nuclear suppliers to adopt nuclear export
control measures equivalent te the Nuclear Suppliers Group
Guidelines.

Whether NPT parties or not, we commit ourselves to working
actively to secure a satisfactory outccme to nuclear
nen-proliferation discussions in the forthcoming months, including
“hose at the Fourth Raview Conference cof the NPT.

We hope that these discussions will contribute to the
achievement of as proad a consensus as possible in favor of an
equitable and stable non-proliferation regime. Such a regine
should be based on an indispensable balance betwgen the
non-proliferation of arms and the development of peaceful and sale
uses of nuclear energy.

The glopal cemmunity has focussed for decades on nuclear
proliferation, especially when combined with advanced missile
delivery systems. Today we also face new and growing problems
from <the proliferation of chemical and biological weapons.

With regard o chemical and bioclogical proliferation, we
commit ourselves to pursue efforts to prevent the diversion of
chemical precursors at a national level, as well as in the
relevant Western fora. We similarly commit ourselves to be
vigilant about the danger of potential diversions in the field of
biological technologies.

We endorse a complete ban on chemical weapons, through an
effective and verifiable treaty, as the only long-term guarantee
against the proliferation of chemical veapons. We beliaeve an
important step toward achisving such a treaty was made in the
racent U.S.=-Soviet agreement on destruction and non-preduction of
chemical weapcns and the recant declaration of intent by NATO
states to become original signatories to the Chemical Weapons
Convaeantion. Wa reiteratse our daetermination, first exprassad at
the 1989 Paris Conference on Chemical Weapons, to redouble the
effort at the Conference on Disarmamant in Geneva to resolve the
ramaining issues and to conclude the Convention at the earliest
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date. Wa also urge all states to become parties as soon as it is
concluded. Similarly, as the 1991 Review Conference on thae
Biological Weapons Convention approaches, we call on all naticns
£hat have not bececme party tc the Convention to do so and toO
participate in confidence=-building measures designed to strengthen
its effectiveness. : '

Wa wish to highligh% the importance of dealing with the
related threat of balliszic missiles capable of delivering
nuclear, chemical and biological weapons. We note especially the
contribution of the Missila Technolegy Control Ragime (MTCR) to
our joint efforts to control missile proliferation. We applaud
tne recent decisions of additional nations to adhere to the MTCR,
and wa call upon all nations to obsarve the MTCR Guidelines.

44
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For Immediate Release July 10, 1990

CHAIRMAN'S STATEMENT
(As Prepared)

The Political Declaration released today celebrates the
historic advance of democracy since tha Seven met last summer in
Paris. In the Declaration, we reiterate our support for the
peaceful democratic movement that is bringing freedom to Central
and Eastern Europe and uniting Germany. But the great events in
Europe should not lead us to overlook other copportunities and other
needs.

During our discussion, we cited Namibia as a positive model for
democratic evolution elsaewhare on the African continent. Most of
the leaders here have met recently with Nelson Mandela and some
with South African President de Klerk. We believa the focus of our
efforts should be on encouraging negotiatiocns to bring about a
non-racial democracy in South Africa. .

In Central and South America, we welcome the return of
democracy to Chile and Panama and free and fair elections in
Nicaragua. And the winds of freedom have not bypassed Asia, where
we are witnessing important changes taking place in Nepal and
Mongolia.

We acknowledge some racent actions taken by the Chinese
government, but for now the measures put in place at last year's
Summit remain. Wa will explore, however, whether there are World

- Bank loans that would contribute to reform of the Chinese economy,
especially to meet environmental concerns.

wa also devoted considerable discussion to the evolution of
events in the Soviet Union and how a raforming Soviaet Union can
play an important role in addressing both old and new challenges
facing the international community. President Bush will review
that discussion for you in more detail tomorrow.

Thae Daeclaration closes by suggesting actions Western nations
can take to help secure and promote democracy's advance in all
regions of tha world. The Declaration notas that political fraeedom
and economic liberty are mutually reinforcing and cannot flourish
in an environment of intolerancas.

- ‘
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of terrorism and the proliferation of nuclear, chemical, and
biological weapons, as well as ballistic missiles. These dangers,
like the illicit trade in narcotics that will be addressed in
tomeorrow's Communigque, know no boundariss. In the case of nuclear
proliferation, the deliberations here take on added significance in
this 20th anniversary year of the Nuclear Non-Proliferation Treaty.

In addition to tha topics covered in tha documents raleased
today, regional conflicts were discussad. We recognize each
conflict's unique nature and the responsibility of the parties on
the ground to take the lead in seeking negotiated solutions. Wea
believe, however, that free and fair elections have a key role in
bringing peace to thesa ragions. In Afghanistan, Cambodia, and
Angola, we want to see negotiated settlements providing for
ceasefires, arms cutoffs, and transition periods supported by the
UN and regional organizaticns, all leading to free elections.

We discussed the current situation in the Middle East and,
although different approaches waere raised, we all agread on thae
need for movement in the peace process. We expressed the hope that
'the cycle of violence and repressicn would give way to early
dialogue betweaen Israel and Palestinians that will lead to frae,
democratic elections and negotiations.

Regarding the human tragedy in the Horn of Africa, we
discussed, among other actions being taken, the recent agreement
between the United States and the Soviet Union to launch a joint
effort to deal with starvation and conflict in Ethicpia.

We also noted with particular concern developments related to
Kashmir. These events threaten regional stability, and could
imperil the growth of political and econcmic freedoms in two
democracies, India and Pakistan. We are encouraged by recent moves
toward dialogue between the two countries and agreed to use all
means at our disposal to encourage and support this process.

We expressed our concern that the Asia and Pacific regien has
yet to see the same process of conciliation, military
disengagement, and reduction of tansions that has characterized
East-Waest relations in Europe. 1In this regard, we suppert the
early resolution of the Northern Territories issue as an essential
step leading to the normalization of Japanese-Soviet relations.
The Korean peninsula remains an area of sharp concern, especially
because the North has yet to sign .and implement a nuclear
safeguards agreement. We welccme the recent talks batwaen North
and South Korea and hope they mark a turning point in inter-Korean
relations.

In sum, the Summit partners share the imperative of our time:
to help promote and secure democracy around the world. We are
committed to turn the hopes of today into the solid achievements of
tomerrow. :

44
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HOUSTON ECONOMIC DECLARATION
July 11, 1990

1. We, the Xeads c¢f State and Government of the seven major
industrial democracies and the President of the Commission of the
European Ccmmunities, meeting in Houston for our annual Economic
Summit, celebrate the renaissance of democracy throughout much of
the world. We welcome unreservedly the spread of multiparty
democracy, the practice of free elections, the freedom of
expraession and assembly, the increased respect for human rights,
the rule of law, and the increasing recognition of the principles
of the open and ccmpetitive economy. These events proclaim loudly
man’s inalierable rights: When people are free to choose, they
choose fraedom.

2. The profound changes taking place in Europe, and progress toward
democracy elsewhere, give us great hope for a world in which
individuals nave increasing opportunities to achieve their economic
and political aspirations, free of tyranny and oppression.

3. Wa are mindful that freedom and economic prosperity are closely
linked and mutually reinforcing. Sustainable economic prosperity
depends upon the stimulus of competition and the encouragement of
enterprise =-- on incentives for individual 4initiative and
innovation, on a skillad and motivated labor force whose
fundamental rights are protected, on sound menetary systems, on an
open system of Ainternational trade and payments, and on an
environment safeguarded for future generations.

4. Around the world, we are determined to assist other peoples to
achieve and sustain economic prosperity and political freedom. We
will suppert their efforts with our experience, resources, and
goodwill. ' ‘

734 Jacson P = Wagkrveton, DC. 20803 *  (200408.0290 «  Fax (02408.0268
2000 Swrnt Smaxr - Houston, Toas 77002 *  (7T13)853.0500 +  Fax (T31853.0555




Jul. 1l ’2Q0 loiss SANFRXS20 series T P

UNCLASSIFIED of

NON CLASSIFIE

ET INTEZRNALLUNAL ECCNOMIC SITUATION
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. In recent years, subdstzantial progress has been achieved in
romoting a stronger world economy througi sound macroeconcmic
policies and greater eccnomic efficiency. The economic expansion
in our countzies, now in its eighth year, has supported notable
income ¢rowth and job creation in the context of rapid growth of
internaticnal trade. However, unemployment remains high in a
numser of countries. Iaflation, although considerably lower than
ina the early 1980s, is a matter of serious concern in some
CUUNbeded cud smuuiasad Luibiuued vigllauos. Extarnal imoelances
have been raduced in the United States and Jzpan, whereas in other
cases they have increased. Continuing adjustment remains a priority
in orcder to ceounter crotecticnist pressures, alleviate
vncertaintias in financial and exchange markets, and centribucte te
avoiding pressuras on interest rates. Sound domestic macrceconomic
policies, wnich may ciffer according to conditicns in each country,
will make a major contribution to further external adjustment.

‘U wn

6. In the developing world, the experience of the late 1980s varcied
widely. Some econcmiag, particularly in East Asia, continued to
experience impressive domestic growth rates. The economies of

number of other develcping countries have Deen staghant O
ceclined. Nonetheless, sarious eiforts =-- in soma cases Dy new
leadership ~~ to implemen:z economic adjustment and market-crientecd
policies have Dpagun ts yleld positive results and should be
continued.

"W

INTZRNATIONAL MONETARY DIVILOPMENTS AND POLICY COORDINATION

7. At a time c¢f growing econemic interdependence, the Summit
countries have developed a cooperative process based on a common
appreciation of the need for marketc-oriented policies and the
importance of sound domestic budgetary and monetary policies. This
process has contributed imporzantly to the strengthened performance
of =ne world economy and to improved stability of exchange rates
by concentrating attention on multilateral survelllance and close
coordination of -economic policies, including cooperation on
exchange markets. It is important <to continue and, whaere
appropriate, to strengthen this cooperative and flexible approach
to improve the functioning of the iaternational monetary system and
contribute to its scabilizy.

8. To sustain. the present economic expansion to the benafit of all
countries, each nation must pursue sound policies. Balanced
expansion of demand with increasing productive capacity is key,
while external imbalances and structural rigidities reguire
correction. Price pressures warrant continued vigilance.

.1

}S/
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9. cCountries with sizable current account deficits should
concribute to the adjustment process by the recduction of fiscal
deficits, and undertake structural reforms Co encourage private
saving and increase competitiveness. '

10. Countcries with large external surpluses should contribute to
tne adjustment process by sustained non-inflationary growth of
demestic demand with structural reform 4in ordar to improve the
underlying conditions Zor growth anc adjustment and te promote

increased investment relative to saving.

11. The investment neaeds of the world as a whole are expected to
grow in the coming years, pasticularly in Central and Eastern
Europe and in developing countries undertaking market reforms, as
well as 4in some industrial countries. To meet thesa needs,
industrial and developing countries alike should foster saving and
discourage dissaving.

12. The market-orientecd restructuring of Central and Zastern
Eurcpean econcmies should stimulate their growth and increase their
integration into the glcbal economy. We support these changes and
saek to assure that tnis cifficult transformation will contribute
to global growth and stability.

13, Within the Eurcpean Community, the Zurcpean Monetary System is
leading to a high degree oI economic convergence and stability.
We noce the =Zuropean Community’s decision to launch tle
Tatergovernmental Conference on Economic and Monetary Union and the
beginning -0f the first stage of that union. During this firsc
s-age, closer surveillance and coerdination of economic and
monetary policies will conrtribute toward non-inflationary growth
and a more robust intarnational economic system.

14. We welcome the prospect of a unified, democratic Germany which'
enjoys full sovereignty without discriminatory constraints. German
economic, monetary, and social union will contribute to improved
non-inflationary glebal grewth and to a reduction of external
imbalances. This process will promote positive econemic
developments in Central and Eastern Europe.

15. We call on the member countries of the Internaticnal Monetary
Fuad (IMS) to implement the agreement by the IMF to increasa quotas
by 50 percent under the Ninth Ganeral Review of Quotas and to
‘screngthen the IMF arrears strategy.

a3 ° P e

16. Considerable progress has been made over the past few years in
supplementing macroeconomic policies with raforms teo Llncrease
economic efficiency. We welcome the progress in the realization
of the internal market in the European Community and the continuing
efforts to reduce structural rigidities in Nerch America and Japan.
Nonetheless, we emphasize the widespread need for further steps to
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promote regulatory reform and liberalize areas such as retail
trade, telecommunications, transport, labor markats, and financial
markecs, as well as to recduce industrial and agriculcural
subsidias, improve tax systems, and improve labor-force skills
through education and training.

17. We welcome the major contributions o¢f the Organization for
Economic Cooperation and Davelopment (OECD) in identifying
structural policy challenges and options. We encourage the OECD
to strengthen its surveillance and review procedures, and to find
ways of making its work operationally more effactive.

THE INTERNATIONAL TRADING SYSTIM

18. The open world tracding system is vital to economic prosperity.
A strengthened General Agreement on Tariffs and Trade (GATT) is
essential to provide a stable framework f£cx the erxpansion of trade
and the fuller integratzion of Central and Eastern Zurope and
developing countries into the global economy. We reject
protectionism in all its fosms.

19. The successful outcome of the Uruguay Round has the highestc

priority on the international econocmic agenda. Consequently, we
stress our determination to take the difficult political decisions
necessary to achieve far-reaching, substantial results in all areas
0f the Uruguay Round by the end of this year. We 4instruc:t our
negotiators to make progress and in particular to agree on the
complete profile of the final package by the July meeting of the
Tracde Negotiations Committee.

20, We confirm our strong support for the essential broad
objectives 0f the negotiations: reform of agricultural policies;
a substantial and balanced package ¢f measures to improve market
access; strengthened multilateral rules and disciplines; the
incorporation of new issues of services, trade-related investment
measures, and intellectual property protection within the GATT
framework; and integration of developing countries into the
international trading system.

21. As regards agriculture, achieving the long-term objective of
the reform of agricultural policies is critical to permit the
greater liberalization of trade in agricultural products.
Zxperience has shown the high cost of agricultural peclicies which
tend to create surpluses. The outcome of the GATT nagotiations on
agriculture should lead to a better balance between supply and
demand and ensure that agricultural policies de not impede the
effective functioning of international markets. We ctherefore
reaffirm our commitment to the long-term objective of the reform,
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i.e., to allow market signals to influence agriculture production
and to establish a Jair and market-oriented agricultural trading
Systeu . N

22. The acnievement of this cbjective requires each o0f us to make
substantial, progressive reductions in support and protection of
agriculture -- covering internal regimes, market access, and export
subsicies == and develop rules governing sanitary and phytosanitary
measures. Variaticns among countries in the mechanisms of
agricultural support reflect differences in the social and economic
conditiens of farming. The negetiations on agriculture should
thezrefore be c¢onducted in a framework that includes a common
instrument ¢f measurement, provides for commitments to be made in
an egquitable way among all countries, and takes into account
concerns about food sacurity. The framework should contain

specific assurances that, by appropriate use of the common measure

as well as other ways, participants would reduce not only internal

support but also export subsidies and import protection in a-

related way.

23. Agreement on such a framework by the time of the July meeting
of the Trade Negotiations Committwee is critical to the successful
completicn of the Uruguay Round as a whole. Accordingly, we commend
to our negotilaters the text sudmitted by the Chairman of the
Agricultural Negotiating Group as a means to intensify the
negetiations., We intend to maintain a high level of personal
involvement and to exercise the political leadership necessary to
ensure the successful outcom2 0f these nagetiations.

24. Negotiztions on market access should achiave agreement on a
substantizal and balanced package of mesasures. As regards tex:tiles,

‘the objective is to liberalize the textile and clothing sector

through ©porogressive digmantling of trade barriers and its
integration, under a precise timecable, iato CGATT on the basis of
strengrihened GATT rules and disciplines. -

25. Negotiations on multilateral rules and disciplines should
strengtwihen GATT rules in areas such as safeguards, balance of
payments, rules of origin, and updataed disciplines for dumping and
antidumping measures. Concerning stubsidies, rules are needed which
will effectively discipline domestic subsidies so as to avoid trade
distortions, competitive subsidization, and trade conflicts.
Improved disciplines must also cover countervailing measures so
that they do not becoma barriers to trade.

- 26. As regards the new areas, the aim 1s to develop new rules and

procedures within the GATT framework, including: a framework of
contractually enforceable rules to liberalize services trade, with
rro sector excluded a__vpriori; an agreement to reduce trade
distorting effects of trade~related investment measures; and an
agreement to provide for standards and effective enforcement of
all intellectual property rights.

27. A successful Uruguay Round is essential for industrialized and
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ceveloping countries alike. We seek the widest possible
pa:ticipa:ion of develeping countries in the Round and their
furchez lategration into the multilateral trading system. To
achieve this cbjective, ceveloped countrias are prepa*ed Lo accent
greater multilateral cisciplines in all areas and to ocffer imprcoved
rmarkat access in areas of inceraest to developing countries such as
textiles and clothing, tropical products, and agriculture.

28, Tor their part, developing countries should subsuanuzally
reduce their tariffs and increase the parcantage of tariffs that

are bound; subscribe to balanced and effective restraints on all
forms of exceptions, including measures imposed for
dalance-of-payments difficulties; and participate meaningfully in
agreements covering the naw arceas. The end result should be a
single set of multilateral rules apglicable to all GATT contracting
parties, although some daveloping countries, especially the least
develozed, may need longer transition periods or other transitional
arrangements 0N 2 case by case Dbasis.

29. The wide range of substantive results which we ssek in a
these a esas will call Zcr a commitment to strengthen further thn
institutional framework of the 'multilateral trading system.
thaz c*ntex-, the concept of an international trade orgaﬁxzaulon
saould be addreszsed at the conclusion of the Uruguay Round. We
also reed to improve tThz dispute settlement preocess in ordar to
implement the results ¢ the negetiations effectively. This should
lead to a commitment to operate only under the multilateral rules.

ll') (R4
Dow

DIRECT INVISTM=ENT

30. Frree Ilows of investment increase global prosperity by
complementing the open internztional trade system. In particular,
foreign direct investment cz2n help restructura the economies of
developing and Central and Zastern European countries, create new
jobs, and raise living standards.

31, All countries should therefore seek to reduce their barriers
to investment and resist protectionist pressures to discourage or
discriminate against such investment. The OECD and the GATT should
continue to promote investment liberalization. The multilateral
development banks and the IMF snhould require investment
liberalization in their programs in Central and Eastern Europe and
devaloping countries.

EXPORT CREDITS

32. We walcoms the important negotiations that are underway in the
OZCD on a balanced package of measures to strengthen multilateral



Jul.11 'SR 15:46 SANFAXS2@ series W

UNCLASSIFED /.
| NONCORSIFE

discip ;i es on trade- and aid-distorting expert credit sulsidies.

This p kage, teo be completed by spring of 1991, should reduce
su“sta“u lly, through improved discipline and transparency,
distorticns resulting “rom the  use of officially supperted '
commercial and aid creditcs. it is also important to¢ avoid
iatrocducing trade distortions in financial flows to the nations of
Central and Eastern Eurcpe.

RETORM IN CINTRAL AND EASTEIRN EUROPZ

33. We welcome the political and eceonomic relorms taking place in
Central and Eastern Europe. AU the recent Conference on Security
and Ceooperation in Europe (CSCZ) in Bonn and by the agreement to
establish the European 3ank for Recoastruction and Development
(23RD), the participating countries of the region accepted thae key
crinciples uncerpinning market economies. However, the degree of
implementation of economic .and political reform varies widaly by
countzy. Sevaral countriesg have taken courageous and difficult
measures to stabilize their economies and shorten the transition
to a market eceonomy.

34, We and other c¢ountrias should assisc Centzal and Zastern
Eurorean nations cha: are firmly committed to economic and
pol;:ica_ reform. Those providing nelp should favor countries that
irplement such reforms.

35. Torsign Drivate investmen: will be vital in the devalc¢czmant of
Central and Zastern Eurzcpe. Capital will flow to countxiaes with
cpen markats and hcsoatable investment climates. Improved access
Zcr their exports will also be imporcant for those Central and
Tastern Eurcpean countries that are opening up their eccncnmies.
Western Governments can support this process by varicus means,
including trade and investmant ag*eﬂments. The recent decision tv
the Coo*d*na_iﬁg Commlttee for Multilateral Export Controls (COCTHM)
to liberalize export ceontrols is a positive step.

36. We ccmmend the werk done by the Commission of the Zuropean
Communities cn the coordination by the Group of 24 (G-24) of
assistance to Poland and Hungary inaugurated at the Summit of the
Arch, which has made a significant contribution te helping chese
countries lay the foundation Zor seif-sustaining growth based on
market principles. We welcome the decision of the G-24 to enlarge
the coordinacion of assistance to other emerging demecracies in
Central and Eastern Europe, including Yugeoslavia.

37. We recognize that these countries face major problems in
cleaning their environment. It will be important to assist the
countries o2 Cenctral and Zastern Europe to cdevelop the necessary
policies and  ianfrastructure to confront those environmental
problams.

38. We also walcome tha recent initiatives in regional cocperation,
e.¢g., in transport and the envircnment, that will make a positive
contribution to eccnomic progress and stability in the regien.
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39. We expect the new EBRD to play a key role in fostering
investment 4in those countries and to contribute to orderly
-ansitions tcward market economies and a sound basis for

democracy. We urge the rapid entry into force of the Bank.

¢0. The Center for Cooperation with European Economies in
Transition at the OSCD will encourage reforms and strengthen
relations between these countries and the OSCD, as will the OECD’s
follow up work from the CSCE Economic Conference in Bonn.

41. We invite the OECD toc consider a closer relationship with those
Central and East European countries that are committed to political
and economic refeorm, L :

THE SOVIZT UNION

22. We discussed the situation in the Soviet Unicn, and exchanged
views regarding the message that Soviet President Gorbachav sant
us sevaral days ago on his ececnomic plans. We welcome the efforts
underway in tihe Soviet Union to liberalize and to create a more
open, democratic, and pluralistic Soviet society, and to move
coward a market-oriented economy. Thase measures deserva our
support. The success oZ perestroike depends upon the cdetermined
pursuit and development of these reform efforts. In particular,
we welcome President Gorbachev’s suggestion £for a sustained
economic dialogue. ' .

43, We have all begun, individually and collectively, to assist
these reform efforts. We all believe that technical assistance
should be provided now to help the Soviet Unlon move to a
market-oriented economy and to mobilize its own resources. Some
countries are already in a position to extend large scale financial
credits.

44, We also agreed that further Soviet decisions to introduce more
radical steps toward a market-oriented economy, to shift resources
substantially away from the military sector and to c¢ut support TO
nations promoting regional cenflict will all improve the prospect
for meaningful and sustained econcmic assistance.

45. We have taken nota of the decision of the Eurcpean Council in
Dublin on June 26. We have agreed to ask the IMF, the World Bank,
the OECD and the designated president of the EBRD tO undartake, in
close consultation with the Commission of the European Communities,
a datailed study of the Soviet economy, to make recommendations for
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its reform and to establish the criteria under which Waestern
economic assistance could effectively support these reforms. This
work snould be completed by year’s end and be convened by tha IMF.

46. We took note of the impcrtance to the Government of Japan of '
the peaceful resolution of its dispute with the Soviet Union over
the Northern Territories. ' '

47. The host Government will convey te the Soviat Union tha results
0of the Eouston Summizc.

THE DEVELOPING NATIONS

48. We reiterate that our commitment to the develeoping world will
not be weakened by the support for reforming countries in Central
and Eastern Europe. The poorest of the developing nations must
remain the focus o0f special attention. The International
Development Association replenishment of SDR 11.6 billion, agreed
to last December, will provide needed resources for cthese
countries, and marks the incorporation of environmental concerns
into development lending. It 1s our intention to take a
constructive part in tne Parls Conference on the least developed
countries in September.

43. The advanced industrial economies can make a number of major
contributions to the leong-run development of the developing
countries. By sustaining eccromic growth and price stability, we
can offer stable, growing markets and sourcas of capital for the
developing world. By providing financial and technical suppor: to
developing countries undeztaking genuine political and econonmic
reforn, we can reinforce ctheir ongoing liberalization. The
iadustrialized nations should continue to make efforts to enhance
their development aid and other forms of assistance to the
cdeveloping countries, including reinforcing the effectiveness of
cthe aid.

30. In the developing world, there i1s a growing acceptance of the
view that growth can be encouraged by a stable macroeconomic
framework, secteoral reform to provide more competition, and an
opening of markets. COpen, democratic, and accountable political
systems are important ingredients in the effective and equitable
operation of market-oriented economies. .

31. Important contributions to a hospitable investment climate can
be made by the protection of intellectual property, and by
liberalizaticn of investment ragimes, including transparent and
equitable investment rules, and equality of treatment for foreign
and domastic investors. :

52. The recent Enterprise for thae Amearicas initiative announced by
the U.S. President will support and encourage more market-oriented
policiaes in Latin America and the Caribbean. We believe that such
U.S. efforts hold ¢great promise for the region and will halp
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ove prespects for sustalined growth in the Americas through the
vragement of trade, cpen investment regimes, the reducticn o7

. bilateral concessional debt and the use of debt for egquity and
ature swaps. '

53. In a number of countries, sustainable development requires that
population growth remains in some reasconable balance with expanding
resources. Supporting the efforts of developing councries to
maintain this balance is a priority,. Improved educaticnal
ocpportunities for women and their greater integration into the
economy can  make important contributions to population
stabilization programs. '

54, In. the Mediterranean basin, cthe initiatives of econemic
integration, which are underway, caserve encouragement and support.

TAIRD WORLD DZZT

33. Significant progress has been made during the past year under
the strengthened dekt strategy, whizh has renewed the resolve in
a numder o dabtor countries to continue economic raforms essential
te future g¢growth. In parcicular, the recent commercial bank
agreaments with Chile, Costa flica, Maxico, Morocceo, <the
Philippines, and Vene:zuela involve significant de=z an

debt=-service reducticn. Important financial support for dabt and
cebt~-service reduction is being proviced by the IMF and the World
Bank, &s well as by Japan. The Paris Club has agreed, in order o
support medium term IMT-supported reform and financing programs,
to provicde adeguate restructuring agreements, notably <through
multiyear reschedulings and through lengthening of the rapayment
period., The combination of cdebtor raform efforts and commercial
bank debt reduction has had a notable impact on confidence in
debtor economies, as clearly demonstrated through £lows of both new
investment and the return of fligat capital to Mexico, in
particular.

56. These measures rapresent major innovations in the case by case
debt stratagy and are potentially available to all debtor nations
with serious debt-servicing problems which are implementing
economic adjustment policies.

57. The adoption by debtor nations of strong economic reform
programs with the IMF and World Bank remains at the heart of the
debt strategy, and a prerequisite ZJor debt and debt service
reduction within commercial bank financing packages. It is vital
that debtor countries adopt measures to mobilize savings and to
encourage new investment flows and the repatriation o.‘.f flight
capital to help sustain their recovery. In this connection, the

/7
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recent U.S. Enterprise for the Amaricas initiative to supporst
investment reform and the environment in Latin America needs to be
given careful consideration by Finance Ministers.

58. For countries implemen:ting courageous reforms, commercial banks
should take realistic and constructive approaches in their
negotiations to conclude promptly agreements on financial packages
including debt reducticn, cebt-service reduction and new monay.

59. Creditor nations will continue to play an important role in
this process through ongoing contributions te the international
financial institutions, rescheduling of official debt in the Paris
Club, and new Tinance. We encourage the Paris Club to continue
reviewing additional opticns to address debt burdens. In the case
of the lower middle-income countries implementing strong reform
programs, wa encourage the Paris Club to lengthen the repayment
pariod, <taking account of the special situations of these
countries. We welcome the decisions taken by France with respect
to Sub-Saharan Africa and by Canacda with respect to the Caribbean
t0 alleviate the debt burden of the lower middle-income counctries.

60. Creditor governments have also provided special supsort for
the poorest countries tarcugh the implementation of Torento tarms
in Paris Club reschedulings. All of us have cancelled official
cevelopment assistance (CDA) debt for the poorest countries. We
encourage the Faris Club to review the implementation o7 the
existing options that apply to the poorest countrias.

6l. We note and will stuzZy with interest the Craxi Report on dedt
commissioned by the UN Sacretary Gerneral. .

THE ENVIRONMENT

62. One of our most important responsibilities is teo pass on to
future generations an environment whose health, beauty, and
economic potential are not threatened. Environmental challenges
such as climate change, ozone depletion, deforestation, marine
pollution,-and loss of biological diversity require closer and mere
effective internaticnal cooperation and concrete action. We as
industrialized countries have an obligation to be leaders in
meeting these challenges. We agree that, in the face of threats
of irreversible envircnmental damage, lack of Zfull scientific
certainty is no excuse tTo postpcne actions which are justified in
their own righe. We recognize = that strong, growing,
market-oriented economies provide the best means for successful
envireonmental protection.

63. Climate change is of kay importance. We are committed tO
undertake common efforts to limit emissions of greenhouse gases,
such as carbon dioxicde, We strongly support the work of the
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Intergovernmental Panel on Climate Change (I2CC) and look forward
O the release of its full report in August. The Second Werld
Climate Conference provides the opportunity for all countrias to
consider the adoption of s:ravaglies and measures for limiting or
stabilizing greeanhouse gas emissions, and to discuss an effective
international response. We reiterate our support for the
negotiation of a framework convention on climate change, under the
auspices of the United Nations Environment Program (UNEP) and thne
World Meteorological Organization (WMO). The convention should be
completed by 1892. Work on appropriate implementing protocols
should be undertaken as expeditiously as possible and should
consicer all sources and sinks.

4. We welcome the amendment ¢f the Montreal Protocol to phase ocut
the use of chloroflucrocarbons (CFCs) by the veer 2000 and to
extend coverage of che Protocol to other ozone depleting
subszances. The establishment of a financial mechanism co assist
developing countries to tackle ozone depletion marks a2 new and
positive step in ccoperation between the ceveloped and developing
wozlds. We applaud the announcement ia London Dy soeme major
ceveloping countries, including India and China, thaz thev intend
to review their position cn acherencs to the Montreal Protocol and
its amendmen:s. We would welcome their acdherence as a crucial
reinforcement of the eifactiveness 04 tha Protocol, which would
tizimately lead to a worldwide ophase cut of ozone depleting
substances. We urge all parcies to ratify the amenced Protocol as
quickly as rzossible.

65. We acknowledge that enhanced levels of cooperation will be
necessary with regard to the science anc impacts of climate change
and economic implications of possibla response strategies. We
recognize the importance of working together to develop new
technologies and methods over the coming cdecades to complement
enargy conservation and other measures to reduce carbon diocxide and
other greenhouse emissions. We support accelerated scientiZic and
economic research and analysis on the dynamics and potential impacc
of climate change, and on potential responses of developed and
developing countries.

66. We are detarmined to take action to increase forests, while
protacting existing ones and recognizing the sovereign rights of
all countries to make use of their natural rescurces. The
destructicn of tropical forests has reached alarming preoportions.
We welcome the commitment of the new Governmeant of Brazil to help
arrest this destruction and to provide sustainable forest
management. We actively suppeort this process, and we are ready for
a new dialogue with developing countries on ways and means to
support their efforts. We are ready +to cocoparate with the
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Government of 2razil on a comprehensive pilot program to counteract
the threat tTo tropical rain forests in that country. We ask che
World Bank to prepare such a proposal, in close cooperation with
the Commission o¢f the Eurdpean Communities, which should re
cresented at the latest a: the next Zconomic Summit., We appeal to
the other concerned countries to Jjoin us 4in this effort.
Zxperience gained in this pilot pregram should immediataly be
shared with other countries faced with tropical forast cdestruction,
The Tropical Forestry Action Plan must be reformed and
strengtnened, placing more emghasis on forest conservation and
protection of biological diversity. The International Tropical
Timber Organization actien plan must be enhanced to emphasize
sustainable forest management and improve market operations.

57. We are ready to begin negotiations, in the appropriace fora,
2s expeditiously as possible on a global forest convention or
agreement, which s needed to curp deforestation, protect
clodiversity, stimulate positive forestry actions, and acdress
threats to the world’s forests. The conventioa or agreement should
be completed as soon as possible, but ne later than 1992, The werk
of the IPCC and othaers sheuld be taken inte accounz. :

68. The destructicn oI ecologically seasitive arzeas arcund the
world continues at an alarming pace. Loss of Cemperate anc
tropical forests, davelopmental pressures on estuaries, weclands
and coral reefs, and cdastruction of piological civersizy are
symptomatic. To reverse this trensd, we will expand cooperation to
cembat desertification; expand projects to conserve biological
Civersity; protect the Antarctic:; and assist developing councries
in their environmental effcorts. We will work wichin UNE? and etier
Zora to achisve these objectives, and will parcicipate actively in
UNEP's work to protect bicdiversity.

69. ZIforts to prcotect the environment do not stop at the water’s
edge. Serious propnlems are caused by marine sollution, both in the
oceans and in coastal areas. A comprehensive strategy should be
developed to address land-based sources of pollution; we are
committed to helping in this regard. We will continue our efforts
to avoid oil spills, urge cthe early entry into force of the
existing Internatiocnal Maritime Organization (IMO) Convention, and
welcome the work of that organizacion in daveloping an
international oil spills convention. We are concerned abeut the

impact of environmental degradation and unregulated fishing

practices on living marine resources. We support cooperatisn in
the conservation of living marine resources and recognize the
importance of regiocnal fisheries organizations in this respect.
We call on all concerned countries to respect the conservation
regimes. g

70. To cope with energy~related environmental damage, priority must
be given to improvements in enargy efficiency and te the
development of alternative energy sources. For the countries that
make such a choice, nuclear energy will continue to be an important
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contributor to our energy supply and can play a significant role
in recducing the growth c¢f greenhouse gas emissions. Countrias
should continue efforts to ensure highest worldwide performance
standards for nuclear and other energy in order to protect health
and the environment, and ensure the highest safety.

71. Cooperation between develored and developing countries is
essential to the resolution of global environmental problems. In
this regard, the 1992 UN Conference on Eanvironment and Development
will be an important opportunity to davelop widespread agreement
on common actlion and cooxdinated plans. We note with interest the
conclusicns of the Siena TForum on Intermational Law of the
Eavirenment and suggest that these should be considered by the 1992
UN Conference on EZavirocnment and Develorment. ' : '

72. Wa recognize that developing countries will benefit from
increased financial and technological assistance te help them
raesolve envircnmental problems, which are aggravated by poverty
and underdevelopment. Multilateral development bank programs
should be strengthened to provide greater protectiocn for the
environnent, including environmental impact agsaessments and

action glans, and to promote energy efficiency. We recognize that
debt-for-nacure swaps can play a useful role in protacting tha
envircnment. We will examine now the World 3ank can provide a
coordinating role Jor measuces Lo promote eavironmental protection.

73. In order to integrate successfully environmental and economic
goals, decisionmakers in government and industry require the
necessary %tools. Expanded ccooperative scientific and' economic
research and analysis on the environment is needed. Wa recognizas
the importance of coordinating and the sharing the collection of
satellite data on earth and its atmosphere, We welcome and
enccurage the ongoing discussions for the establishment of an
International Network. It is also important to involve the private
sector, which has a key role in developing solutions ¢to
envirenmental problems. We encourage the OECD to accelerate its
vary useful work on environment and the economy. Of particular
importance are the early development of environmental indicators
and the design of market-oriented approaches that can be used to
achieve environmental objectives. We also welcome Canada’s offer
te host in 1991 an international conference on environmental
information in the 2lst Century. We support voluntary
aavironmental labelling as a useful market mechanism which
satisfies consumer demand and producer raquirements and promotes
market innovatien.

74. We note with satisfaction the successful launching of the Humgn
Frontier Science Program and express our hope that it will make
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Poesitive contributions to the advancement of basic cesearch in life
sclence fcr the benefit of all mankind.

NARCOTICS

75. We uzrge all nations to accace to and complete ratification of
the UN Convention Against Illicit Traffic in Narcotic Drugs and
Psycnotropic Substances (the Vienna Convention), and to apply
provisionally terms of the Ceonvention.

76. We welccme the conclusion ¢f the UN Special Session on Drugs
and urge the implementaticn o2 the measurss contained 4in the
Program o2 Actioen it has adoptad.

77. We support the declaration adopted at the ministerial meeting
on drugs convened by the United Xingdom that drug demand reduction
should be accorded the same importance in policy and action as the
reduction of illicit supply. Daveloped countciss should adopt
stronger prevention efforts and assist demand reduction-initiatives
in cther countries, '

78. We endorse the report of the Financial Actzion Task Force (ITATF)
and commit our céunzries to a full implementaticn of all its
recoemmencdations without delay. As agreed at the May meeting of
Tagsk Force Finance Ministers, the FATF should ke rasconvened for a
second vear, chaired by Ffrance, =0 assess anc facilitate the
implementation o these recommendations, and to complement tham
where appropriate. All CECD and financial center countrias that
subscribe to the recommendations ¢f the Task Force should be
invited to participate in tnis exercise. 7The report of the new
FATF would be completed before wa next maet. We also invite all
other c¢ountrzies to participate in the fight against money
laundering and to implement the recommendatiens of the rATE.

79. Effective procedures should be acdopted to ensure that precursox
and essential chemicals are not diverted =0 manufacture illicit
irugs. A task force similar to the FATF should be created for this
purpose, compesed of Summit participants and other countries that
trade in these chemicals, with the involvement of raspresentatives
of the chemical industry. The task Zorce should address the
problems which concern cocaine, heroin and synthetic drugs and
raport within a year.

80. We support a strategy for attacking the cocaine trade as
outlined ia particular in the Cartagena Declaration. We recognize
the importance of supporting all countries strongly engaged in the
fight against drug trafficking, especially Colombia, Peru, and
Bolivia, with economic, law enforcement, and other assistance and
advice, recognizing the need to make contributions within the
framework of actions against drug trafficking carried out by the
producar countries.
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81. The heroin problem is still the most serious th:r
countries, both developed and developing. All cocunt:
take vigorous measures to combat the scourge of heroin.

82. We should support an informal narcotics consu
arrangement with daveloped countriass active in interna
narcotics control. Such a group could strengthen efforts to 2
supply and demand, and improve international cooperaticn.

83. We welcome the current raview of UN drug abuse control agenc:
and urge that it result in a more efficient structure.

NEXT ECONOMIC SUMMIT

84. We have acceptad the invitac=ion 0Z Prime Minister Thatcher to
meet next July in Loadon.
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