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FROM:

MICHAEL K. DEAVER
Assistant to the President
Deputy Chief of Staff

—  Information

—  Action






The President
Page Two

We have today passed out of the Subcommittee on Telecommunicationms,
Consumer Protection and Finance of the House Energy and Commerce Committee
legislation establishimg strict margin requirements for the financing of
non-U.S. companies involved in the takeover attempts directed at U.S. corpo-
rations. This bill is a direct reaction to the recent takeover activities
by the Canadian companies aimed at U.S. corporations involved in the develop-
ment of energy resources in the U.S. and Canada. In the Mines and Mining
Subcommittee of the House Interior Committee, a separate piece of legislation
was reported today establishing a moratorium on acquisitions of U.S. oil and
mineral companies by foreign firms.

It was only with a great deal of effort and out of respect for your upcoming
Economic Summit meeting that the Commerce Sub--Committee resisted adding to
our legislation language which would put a moratorium on any takeovers of
American firms by Canadian interests. However, we can offer no assurance that
the Congress will resist such action in the near future.

Many Members of Congress are incensed at the imbalanced Canadian actions
which are not only unfair in terms of free and open investment and trade, but
are causing severe repercussions in the U.S. economy. If the Canadians wish to
nationalize their own economy, we do not feel it should come at the expense of
the United States and the welfare of its citizens.

The Canadian National Energy Policy, which fosters Canadianization of that
nation's o0il and mineral industry, depresses the stock values of U.S. energy
companies with interests in Canada, thus making these firms susceptible to
takeover bids (often financed on exceptionally generous terms) by Canadian
companies in which Canadian government entities, in some cases, have substantial
interests.

At the same time, Canada's Foreign Investment Review Agency (FIRA) has
regulated outside investments in the Canadian economy under unusually severe
controls. FIRA can not only approve or disapprove any direct foreign invest-
ment in Canada based on “significant benefit'" to Canada, but FIRA can also
determine the criteria by which "good corporate citizens'" are judged based on
short~term Canadian political whims. While many of us believe that intermational
investment should not be discriminated against by any nation, it is absolutely
unfair and improper for Canadians to be allowed to invest in the United States
or abroad on terms more attractive than those which U.S. or other firms are granted
in Canada.

This present Canadian advantage has now lead to many U.S. firms, threatened
by Canadian takeover, being taken over or bid for by other U.S. corporations in
such a way as to raise severe anti-trust questions under U.S. law.

If two companies choose to merge to provide greater economics of scale and
lower production costs, the resulting efficiencies and lower prices to the consumer
are a beneficial economic phenomenon worthy of being encouraged. However, when
two large domestic firms are forced to merge in order to protect themselves from
discriminatoxry foreign takeovers at depressed prices, then our free market system
runs the risk of concentration for the wrong reason.



. The Presdient
Page Three

Clearly, it is time that something be done at the highest level of govern-

ment.

Some in the Congress are prepared to allow for additional time so that

diplomatic initiatives can be pressed to resolve this difficulty but we cannot
wait forever while American interests are increasingly impacted by unfair and

discriminatory foreign government actionms.,

Support for a legislated moratorium

on Canadian investments in the United States will continue to grow with each new

takeover attempt.

Such legislation, if it does not bring about the desired

modifications in Canadian policy, is likely to be only a first step.

We urge you to discuss this matter with Prime Minister Trudeau in the
interest of preserving the traditional friendship and free market relationship

enjoyed for centuries between the United States and Canada.

Failure of the

Canadian government to be sensitive to the uproar currently underway in the
United States in reaction to their takeover actions here clearly risks the
prospects of strong legislative reaction in the United States.
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SPECIAL Foreign Media
REPORT Reaction

RESULTS OF OTTAWA SUMMIT

Summarz

Extensive worldwide media coverage and comment attempted to
assess the outcome of the seven-nation economic conference at
Ottawa.

High praise for President Reagan's performance dominated media
discussion, especially in Western Europe. Many writers echoed
the Times of London judgment that “there can be no denying that
the...summit represented a considerable victory for President
Reagan."”

Few analysts felt anything very substantive came from the summit.
Some allowed, as did the London Financ al Times, that "while
there may not have been any immediate narrowing of differences...
at least there may be a greater readiness to discuss these dif-
ferences in depth."

The issue of East-West trade and dealing with the Soviets was
seen as causing a wide gap between 2merica and its allies.
The President's frankness on the subject of the Soviet-West
European gas line project prompted headlines and considerable
comment in West Germany.

At the same time, the Americans were widely credited with show-
ing flexibility on accepting a "global" position for aid to

third world countries. However, third world commentators

doubted that the summit resolved anything more than, as, Mexico
City's Unomasuno said, "willingness to engage in discussions with
the underdeveloped world at Cancun."

Foreign editorialists seemed, at the conference's end, resigned
to accepting high U.S. interest rates as unchangeable, and
noted that European governments would have to adjust to then
with anti-inflation programs of their own.

Support by participants for the Administration's delay
of jet airplane delivery to Israel enl U.S. stature at the
summit.

Coverage and comment fell into the following general themes.

* % * * % * *

International Communication Agency



1. The summit was a personal triumph for President
Reagan, who demonstrated "brilliant” leadership
skill and dominated the sessions.

"Reagan Firmness and Charm'"

Among London headlines July 23 were "Glowing Thatcher Assessment
of Reagan's Summit Performance (Times of London, front page),
"Firmness and Charm by Reagan" (Daily Telegranh), and "Leaders
Are Surprised by Their Own Amitv" (Financial Times, inside page).

"Considerable Victory for Reagan"

Times correspondent Nicholas Ashford in Ottawa said July 23
Mrs. Thatcher's "glowing assessment of the American President's
performance may have been colored by the fact that she had just
spent the previous two and a half days of talks at Chateau
Montebello agreeing with practically everything Reagan said...

"There can be no denying that the Ottawa summit represented a
considerable victory for President Reagan...Efficiency of the
Wwhite House press machine and the range and frequency of Ameri-
can press briefings meant that much of the media tended to focus
on him to the exclusion of other leaders..."

"New International Stature for Reagan"

The conservative Dailv Telegraph of London July 23 carried Wash-
ington correspondent Richard Beeston's report that "a weary
President Reagan has returned to Washington from Ottawa with

new international stature after a highly successful debut....He
won endorsement for America's anti-inflation policies and praise
for the combination of firmness and charm he displayed..."

"Americans Do Not Fool Around”

West German TV One Washington correspondent Peter Merseburger
said July 23, "The United States was a little afraid before

the summit because this was the new Administration's first test
of its diplomatic skill. The United States is satisfied....
Everything was unanimous."

"Reagan Stuck to the Protocol"”

West Gert 1 TV Two' V shingi 1 = ni 1
1 orted the same day that at Ottawa President Reagan "stuck
meticulously to the protocol and remained hard on the issues."

USICA/PGM/RC 1 7/24/81



"Compromise Revlaced Genuine Consensus"

Left-of-center Frankfurter Rundschau ran a correspondent's
report from Ottawa July 23 that '"the Viest again has a leader....
Tt mmnit demonstrates that Reagan...cannot have enough of
leadership....The o0ld California gentleman's simplistic

concept of the world largely dominated the discussions...

"As long as Washington believes that what is good for America
is good for the West, compromises on the Ottawa pattern will
replace genuine consensus..."

Nationally circulated liberal weekly Die 7Zeit, out July 23,

ran a columnist's assertion that "Reagan almost managed to give
the summit his imprint. 1In the shadow of his power, Alexander
Haig regained his old, quiet self-assurance..."”

"Reagan's Bitter Medicine"

Social Democratic Party weekly Vorwaerts remarked July 23 that
the summit of the seven nations "showed that only one of themn,
the United States, determines the course.

"President Reagan believes that the bitter U.S. medicine of
high interest rates stabilizes not only his country but the
others as well."

"Triumph for Reagan on Almost All Fronts"

Leftist La Repubblica of Rome carried a byliner's view July 23
that "for Ronald Reagan...it was a triumph on almost all
fronts....The communigque could not be more explicit in cele-~
brating the victory of Reagan's monetary doctrine..."

"Reagan Passed the Test Bfilliantly"

In Milan, July 23, centrist Corriere della Sera ran correspon-
dent Ugo Stille's report that "this was the debut of Ronald
Reagan on the international stage. The most unanimous opinion
is that the American President passed the test brilliantly.”

Among Paris headlines July 23 were "U.S. Wins" (Figaro),
"Ottawa: Reagan Leads the Game" .(Quotidien), "Europe Against
the Wall After Reagan's Challenge in Ottawa" (financial Les

Pt m =\
L]
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"Reagan Found France Is a Strong Ally"

Mass-circulation France-Soir remarked July 23 that "despite the
somewhat peremptory tone of a Reagan who came out as the big
winner... Mitterrand can claim some satisfaction....Ronald
Reagan himself invited Mitterrand to the United States. And it
was also Reagan who expressed satisfaction in finding that
France is a strong ally..."

"Reagan Remains Master of the Game"

Independent Quotidien said July 23, "Reagan remained master of
the game.... Although they did not lack courage, the (Euro-
peans)...lacked the necessary weapons to struggle effectively.
Their few arrows did not really halt the American giant....It
is clear the United States came out of the affair in very good
shape..."

"FPreedom to Grumble"

Brussels, Socialist De Morgen July 23 held that "the European

sticipants....again witnessed how weak is their voice....1f
Reagan says no the others...may have freedom to grumble, but
that is all."

In Canada the same day the Ottawa Citizen ran the headline,
"Ronald Reagan Ambles Into Role of Western Leader."

Australia: "Likely to Enhance Reagan's Reputation"

The July 22 independent Melbourne Age carried a correspondent's
story headed "Summit a Victory for Reagan,"” which said "the
Ottawa conference, billed as Ronald Reagan's first real test as
a world leader, seems increasingly likely to enhance rather
than damage his reputation....(Initial) indications...were that
the American leader has been forced to concede very little
while winning some grudging respect, and even a few points,
from his skeptical allies."”

Usica/PGM/RC 3 7/24/81



2. While no success, the summit was not the failure
that had been vredicted., 1t demonstrated at
least a willingness among industrialized nations
to cooperate and discuss differences. 3But the
summit commnunique largely masked the gravitv of
differences hetween America and its econonic
partners. The Unitad States once again sought
to impose its policies on them.

"Avoided Commitment to Do Anvthing About Economic Disorder"”

In an editorial July 23 the Times of London said that
"everybody smiled for the camera at Ottawa and the smiles were

as faked as in previous summits....The general feeling of
success lay in what was left out of the communique, not what
was put in....But the sweetness was managed only by avoiding or

blurring a commitment to do anything positive about the world's
economic disorders. The leaders have descended from Fudge
Mountain..."

"Big Differences Left Unresolved"

Correspondents David Blake and Nicholas Ashford of the Times
reported July 22 that the summit ended with the leaders
"congratulating each other....But the meeting left unresolved
big differences on key economic and political issues....The
communique contained few specific pledges (on aid to the
developing world)."

"Achievements Not as Meager as Feared"

The Financial Times of London observed in an editorial the
next day that "the achievements of the...summit...are fairly
meager, but they are not quite as meager as might have been
feared from the advance publicity...

"While there may not have been any immediate narrowing of
differences in Ottawa, at least there may be a greater
r¢ 3iness to discuss these differences in depth..."

"Burope's Worries Did Not Change Anything"

. German TV One on July ‘21 carried correspondent Peter Merse-
burger's observation that "it is clear that in Ottawa more
differences have been consolidated than eliminated. Regarding
econonic policy, the United States is openly talking about a
victory of its own position. 1Indeed, the worries of the Euro-
peans did not change anything..."

UsIca/PGM/RC 4 7/24/81



TV Two's correspondent Friedhelm Ost rey -ted, "No good news
from Ottawa. FEconomic, political illusions or hopes finally

had to be given up. Economic summits...cannot supply patent
cures for inflation, unemployment, recessions and protectionism."
The following day TV Two carried a correspondent's observation
that "the awareness that the big industrial Western nations
can...only solve their problems by cooperating...has

undoubtedly been enhanced."

"A Spirit of Cooperation"

Conservative Die Welt of Bonn in its lead story July 22 spoke
of the leaders' "firm intention to tackle common problems in a
spirit of cooperation" and said they were "determined to pre-
vent worldwide economic depression. In President Reagan's
words, the foremost task is 'revitalization of national econo-
mies."'"

Liberal Sueddeutsche Zeitung of Munich carried a correspondent's
report the same day that "anyone who expected substantial re-
sults from the Ottawa summit will be  disappointed...”

"Grave Divergences Continue"

Pro-Social Democratic Neue Ruhr Zeitung of Essen ran a corre-
spondent's conclusion that "with grave divergences. hetween the
Western allies continuing, the outcome of the Ottawa summit
appears very unsatisfactory."

Communique "Tries to Hide Problems"

In the view of conservative Figaro's Washington correspondent
Charles Lambroschini, "Ronald Reagan remained inflexible" at
Ottawa and the final communique was "a diplomatic masterpiece"
that "tries to hide problems rather than solve them,"

Paris radio today stated that at Ottawa "nothing was settled"
despite an excellent atmosphere, and added there was a feeling
that U.S. leaders >uld be more responsive to European requests
in the future.

Financial Les Echos held that the summit had "clearly shown that
what divides Washington from its allies is the conviction of
U.S. leaders that what is good for their country is...good for
its European and Japanese partners..."

USICA/PGM/RC 5 7/24/81



"U.S. Law and Order Will Continue to Be Imposed"

"e

Pro-Socialist Le Matin of Paris the same day asserted that "in
economic matters U.S. law and order will continue to be imposed
on Europe."

"What America Proposes Is Mot Ambiguous"

An editorial July 23 in conservative Il Giornale of Milan held
that "it was to be expected that the Ottawa conference was not
going to be a success. What we did not know in advance was
that it would bring so ruthlessly to light what divides the
United States from its allies...

Turin's liberal La Stampa ran a correspondent's assertion that
the summit "ended with more positive results than expected..."

Conservative Morgenbladet of Oslo July 23 pointed to what it called
"coordination of American and European views on Zast-West disarma-
ment” and "economic cooperation with the third world" and added,
"We must therefore be allowed to characterize the Ottawa summit

as constructive and promising. Cooperation between the Western
democracies is functioning."”

"Consultations an Important Step"

In DenmarX, conservative Jyllands-Posten of Aarhus maintained
July 23 that "a weaker communique has not been seen in years,"
but said that "the summit should not be dismissed as a summer
outing of heads of state....They have agreed on the need for
more frequent consultations at a lower level, and with the
world economy as erratic as it is, such a step is extremely
important...”

"A Success If Promises Are Realized"

TBS television in Tokyo stated July 22, "Whether the Ottawa
summit can be called a success or not depends on whether summit
promises are realized in the period preceding next year's
summit in France, and the Soviet response to Western unity
indicated at Ottawa."

An NHK television commentator maintained July 23 that in

view of the “"political character" of the communique and the
reconfirmation of U.S.-Japan relations at the Reagan-Suzuki
talks, a new relationship linked to the NATO Alliance appeared
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Japan: “"Impression That This Is a Political Surmmit”

Media July 21 focused attention on the summit leaders' summary
statement on the day's discussion, including an expression of
concern over the buildup of Soviet military power.

Publicly financed NHK television said that although the state-
ment mentioned the need for dialogue with the Soviets, it gen-
erally reflected President Reagan's strong stand toward Moscow.
The network judged that the issuance of this statement gave the
"strong impression that the Ottawa summit is a political summit.’'

"Too Much a Strategy Conference Aimed at the Soviet Union"

Liberal Asahi wrote July 23, "We must say that the conference
left a great deal of dissatisfaction and uneasiness....It is
good for the Western leaders, who share comrion values on
freedom, to strengthen unity and cooperation. But we feel that
the character of the Ottawa summit was too much a strategy
conference aimed at Fast-West confrontation.... We strongly
oppose Soviet military and diplomatic policy as seen in
Afghanistan. However, there is no need for Japan to act
completely in concert with the United States and European
countries.”

USICA/PGM/RC 10 7/24/81



4. The Administration did show some flexibility on
aid to developing nations, but in general the
summit offered little hope to the third world
countries.

"Spadolini Fought for Third World Negotiations"

Centrist Corriere della Sera of Milan July 24 ran a byliner's
report that at the summit Prime Minister Spadolini, "together
with his Buropean colleagues...fought for U.S. acceptance of
global negotiations between the developed and third world
nations. Rome is particularly happy about this effort."

"New U.S. Flexibility on North-South Relations"

Correspondents Reginald Dale and John Wyles of the London
Financial Times wrote that July 23 "the Ottawa decisions were
marked by a greater determination to solve trade and develop-
ment problems than many had expected—--the most significant
element being a new flexibility by the U.S. Administration on
North-South relations between industrialized and developing
countries. This unlocked the door for a number of further
compromises in other fields."

"Aid to Poor Nations Emerged as Maijor Theme"

The conservative Sydnev Morning Herald July 23 declared, "“The
need to increase aid to poor nations emerged as the surprising-
ly major theme of the seven-nation summit meeting....There were
several indications of some softening of the U.S. position."”

Fiji: "Had Scant Time for Poorer Nations"

The Fiji Times of Suva held July 23 that the summit ended
"without coming out with any clear thoughts on how to tackle
the global problems of unemployment, inflation and rampant
poverty in many of the third world countries. The seven...were
far too preoccupied with their own economic problems and had
scant time for the crushing problems of the poorer nations.”

Mnraria: "Indifference to Third World Probleme"

" " 3lers' Government-owned El Moudjahid termed the summit "A
Failure of International Dimensions." It said July 21 the

seven nations, "unable to come to an understanding over economic
and monetary differences, found nothing better to do than con-
front the Soviet Union and show a contemptible indifference

to the serious problems of the third world, which are promised
only charity based on the whim of the donor and the political
docility of the recipient.”
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Ivory Coast: "Poor Countries Unable to Organize Economically"

Fraternite-Matin of Abidjan said July 22 in regard to tt
Ottawa meeting, "All told, what strengthens the rich countries
--their power to ¢ Lze their =conomic interests in a truly
communal spirit--13 the weakness of the poor countries which
are incapable of transcending their superficial differences in
order to organize economically."”

Mexico: "Willingness to Talk With Underdeveloped World"

Leftist-nationalist Unomasuno of Mexico City asserted the same
day that "the main characteristic of the Ottawa summit seemed
to be the industrialized nations' willingness to engage in
discussions with the underdeveloped world at the Cancun Worth-
South meeting....

"It (the summit) also demonstrated the negotiating ability ¢
Japan, Western European and indirectly the third world nations
to center attention on North~South dialogue rather than on
East-West relations, the latter being the preferred emphasis of
the Reagan Administration....It is also significant that this
is the first time the United States does not reject 'in
principle’ the pursuit of a North-South dialogue within the
framework of global negotiations.”

Leftist-nationalist Excelsior said that "perhaps the most pos-
itive aspect of the meeting was the idea of constructive neqgo-
tiations with developed nations" and the "decision to support

the independence and nonalignment of such nations..."

Brazil: "A Sten Ahead on North-South Negotiation"

In Brasilia July 22, independent Jornal de Brasilia noted that
President Reagan had agreed "to consider the pc 3ibility of
participating in the negotiations on a new economic order be-
tween rich and poor nations." The paper said that while the
final communique "does not fully commit the United States to
participate in the negotiations scheduled for October in Mex-
ico, it was considered a step ahead in this sense,.."

4 cnment Co emphasized that the partic-
i ot otti for the first time to begin

'Qlobal conversations' with developing countries about increas-
ing their participation in international trade..."
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5. President Reagan did not give an inch on high
interest rates or J.S. monetary policyv. Euro-
pean leaders accordingly will have to adjust
their own econonmies to include social budget
cutting and anti-inflation measures.

"Reagan Hard Line Means Europeans Must Protect Currencies"

Times of London correspondent David Blake wrote July 23 of high
interest rates that "the hard line adopted by President Reagan
means that they (the FEuropean leaders) now need to take de~
flatic ary action at home to protect their currencies and thus
hold down inflation..." '

"U.S. Reaction Understandable"

Conservative Frankfurter Allgemeine said July 23 the Bonn
Government should have discussed high interest rates privately
with Washington befc : the conference, "thus saving ourselves
the embarrassment of returning as losers...

"We would also have spared ourselves the kick dealt us by
Reagan's closest adviser, Meese, who said in effect that en
the dollar was weak the United States was humiliated by its
partners, and now that it holds a good international position
as it should...they should not complain...

"We apparently do not realizée that, under Reagan, U.S. policy,
including economic policy, has been furnished a new and moral

basis: the United States wants to make up for the rebuffs it

met with in the 70's. Coming from a great nation, such reac-

tion is understandable. The dollar again is as much respected
as the Stars and Stripes..."”

"West Germans Must Economize"

A byliner in independent Stuttgarter Zeitung declared July 23
that "Chancellor Schmidt will draw conclusions from insights
gained in Ottawa. 1In plain language this means that...{the
West German) citizen must be prepared for drastic economizing
and cuts in social spending...

"The attempt to bli exclusivelv for the sacrifices
i ¢ is le in two respects.
First...it strengtl ic n sentiment. Second, it

cannot create the basis for the international confidence to which
the participants in the summit have subscribed."”
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6. The Middle East crisis cast a shadow over the
the summit. Favoravle reaction of the summit
particimants to the Administration's delaying
of deliverv of F-156 jets to Israel reflaects
the West's concern.

"FP=16 Decision Vion Backing of Leaders"

London's conservative Daily Telegravh ran Washington correspon-
dent Richard Beeston's report July 22 that the summit : ‘:eting
ended with "strong support for President Reagan's efforts to
curb Israel, a blast at the Soviet Union...and a denunciation
of international terrorism...

"Mr. Reagan's decision to suspend shipment of 10 F-16 fighter-
bombers to Israel won the backing of the six leaders present..."

' rershadows Ottawa Summit Talks"

A headline in the conservative Daily Telegraph on July 21 said:
"Middle East Crisis Overshadows Ottawa Summit Talks."

"aétion Reflects Concern Felt by Allies”

Correspondent Nicholas Ashford reported from Ottawa in the
independent Times of London that "the American action reflects
the concern felt by Western leaders meeting in Ottawa about the
effects of the latest Israeli raid into southern Lebanon on
stabilii in the Middle East."

Israel: Ottawa and Presic¢ 1t's Staff Helped Decision

Washington correspondent Shalom Kital of Israel radio reported
July 21 that what helped President Reagan overcome his "doubts"”
about suspending the F-16 shipments was the "almost unanimous"”
view of his discussion partners at the Ottawa summit, and "the
recommendations of his senior staff."

Algeria: "Specter of Middle East Hovers Over Summit"”

Algiers' Governinent-owned ash-Shab wrote July 21: “Although
this kind of Western summit meeting is designed to discuss rela-
tions among participating states, most observers believe that
the specter of the Middle East hovers over the gummit.

"Although all the participating capitals have condemned in one
way or another the barbaric raids against unarmed civilians in
Beirut and other Lebanese towns, everyone knows that these
condemnations are but words to console the Arabs...which the
Western nations keep repeating after every Israeli

aggression..."
7/24/81
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