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PERSONAL MEMORANDUM

TO: Ambassador Yeutter DATE: May 22, 1987

FROM: Senator Frank Murkowskil

SUBJECT. IFLATTATY OTIMMTM AN/ DAINA TMEMQ
.

I strongly urge that the following be on the Venilice agenda:

1. Trans-Pacific Fiber Optics Cable:

Progress 1s being made for U.S./British consortium to
participate in a new trans-Pacific fiber optics cable, in
competition with the Japanese telecommunications monopoly KDD.

The President and Prime Minister Thatcher should keep the pressure
on at the summit.

2. Kansal International Airport and Public Works in Japan:

Japanese bureaucracy may not be hearing Prime Minister
Nakasone's message to open Kansal to U.S. participation. Attached
article shows the problem, albeit Japanese Embassy later clarified.

3. Coal Exports to Japan:

Prime Minister Nakasone resisted purchasing U.S. coal because
of cost. As attached letter to the Prime Minister shows, Alaska's
sub~-bituminous coal (world's largest deposit at tidewater) is
highly competitive at $48.18 per ton.

4. Natural Gas Exports to Japan:

Given the 1983 energy accord, export of Alaska LNG is an
unfinished agenda item from previous summits/meetings. Export of
14 million tons of Alaska LNG equates to 340,000 barrels of oil
or Japan, with annual trade deficit offset of $3 billion. A
presidential finding (pending now with Energy) to permit LNG export

is urgently needed before the summit,

We must not overlook leveraging these issues at the summit, in view
of our commitment to keep Japan's oll l1lifeline open in the Persian
Gulf (by reflagging Kuwaiti tankers). Japan is the principal
beneficiary with little or not contribution in return.

Venice summit is the best opportunity we've ever had to make
progress on these items.



Identical memoranda to:

Senator Baker

Secretary Baker

Secretary Hodel

Secretary Herrington
Secretary Baldridge

The Honorable Frank Carluccl
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UNITED STATES TRADE REPRESENTATIVE
WASHINGTON, DC

FROM: The United States Trade Representative

paTE: May 26, 1987

/
To: \/N . Risque

M. Smith, B, Wilson, J. Frierson

ACTION:
[ Please prepare reply [OJ Foryour comment or
for my signature recommendation
[ Please discuss with me (1 Please handle
[0 please reply directly [J Foryourinformation
[0 Foryourfiles
Y
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1 doa'l think
U.S. contructors huve been
dolmg cmough i Japan lo
impress.”

Takecuchi:

Kansai shunning foreign firms

Phase-Two airport contracts to be handed to Japanese

By Nobeo Tekehashi

AP an eCONOQMK JOURNAL $TArF Wil LS

As the Japan-U.S. conlro-
versy over the participation of
foceign firms in the consiruc-
tion of the ¥ 1 trillion New Kan-
sai International Airporl near
Osaka ocontiswes to sinmer,
Yushio Takeuchl, president of
the coswpany oversocing the
airport  comsiructioss, again

stressed that there are certain =

areas where Kansai loterna-
ticnal Airpart Co. (KIAC)
cannot yicld 1o U.S, demands.
it will be difficult, Takeuchi
s2id o an interview wilh The

Japan Economic Journatl, for
foreign firms to join Phase-Two
of the atrport project (inmvolving
construction of the terminal
building and runways), mainly
because the work cequires hir-
ing and management of Japa-
nese comairuction warkers, Il
would be more realistic for
interested foreign cootractors
to joln hands with their Japa-
nese¢ counterparis if they
wanted e become prime con-
traclors in the Phase-Two
work,”" Takeuchi sald.
American officials and indus-
try people criticize KIAC policy
of a designated bidding system,

" which ma): exclude foreign

firms and withholding informa-
tion 1o US. firms. Some US.
Cangress members, awaeover,
are demanding that Japan
should assure American firms

an opporumity Lo pariicipale in

- the Phase-Two of the airport
-works as prime coutcactors

whose participation will be
100% on ils own.

" Tukeuchl, formerly director-
general of the Transpai Min-
istry’s Ports and Harbars
Bureau, was pot very respon-

‘sive lo the idea that KIAC

award a st partion of airport
contracts to foreign firms.

“Thal ocoudd be a possibility
worth considering, but il s not
our job 1o think about it - - il's
the Government’s,” be said.
Tukeuchi joined with Con-
struction Ministry officials in -
taking a dim view about foreign
finns guing it alunc in partxcipa-
tiom in the airport project. In a
recent  interview, Kimihisa
(gawa, director of the min
istry's comtractors  diviston,
said that tbere have been a
nunber of cases in which Japa-
oese and foreign firms bave
pintly undertaken construction
projects overseas. “’1 think this
(Condinued on Page 4)

By Ketwre Kbhamatew

Prospects of grewing onm-
petition in the world «car
market have driven Japancse
. autemakers 10 sech new in-
ternutionz) tietps, poinling o
a major ceakignment in the

Heat forces automakers
to seek out new partners

_with AB Velve will prampt

1Aras FCOMOMIC IQUBNAL S1att Wit

olher Japanese car inakess to
diversify thelr present tic-up
sirategies, accerding to in-
dustry analysts.

Oa the hetls of the Nissan-
Ford agreement anngunied
Miy 1, Fuji Heavy Industries

ami Volvo decided to idn

Joint short-term interest juggling
unlikely to halt $ fall: analysts

U.S. deficit cut, Japan home demand boost the keys

By Yo Makine
SAPAN ECOMNOMIC JOUNSAL $1ALP WaITED
Many abservers of the Tokye

financial merkets remain
‘atemadisoal miuaaii han  oMeordboam

- Sanwa Bank's

international
treasury department, says that
the interest-rate courdination
is “nothing but a iemporary

action (o play for time."”
A abrailemer vieny » ffoeed b

Japan Development Bank, was '
induced by “the sheer size” of
the US. credit markets. Japa-
nese institutiona) invesiers,
wilh their pockets bulging with

snah amoeintieng 1o ahward ¥ 80

o
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Kansai— E it i o it mm Wum T L
ar—= e e e e Sapantat Hocnecs o operaie o8 ‘-‘Dlﬁ'icult’ffor foreign firms
(Continncd from Page 1) October 1988 to explain the - M‘I,nwh lesstoes- T - )
appcoach will be the shactcut  desigaatod bidding sysiowa s 'shleh olfices in Japen,” he. | ‘{0 Win Phase-Two contracts
fer farciga comiraclars (o lake well as details of the atpari Complained SRR
part im the Kansai International  project enhanced US. firm' “There isat much woice | . Following is a summary of troubles.
Airpod project,”” Ogawa ad lnowledge of the sysiem. “jt coming from (he US. indumtry, | comments by Yoshioc Ta-
would be unreasanable fur but Congressis vocal, insiead,” | keuchi, presideut of Kansai On equipment sapplicrs apd
nqardngtheaalmted themn (foreign firms) to .de-

badding system, which KIAC
adapled in imviling bids for
Phase One (involving ses
reclamation and construction
of a2 man made island in the
waters ofl Osaka),
relused to change the system in
spte of the strag U.S. critic
ism. “There are 80 many can
tructors in Japan that it will be
simply wupessible for KIAC Lo
get Lhe jub done through open
bidding ."”

Under the designated systam
jor awardiog public-works com-
tracts, the Jupanese Govern-
ment ideotifies comtractors it
Unnks are refinbie aod invilea
thewa (o bed. The U.S. Govern-
ment and cunstruction industry
afficials have complained that
the system cnables the Japa-
arcse Guvermment and KIAC to
eflectively shud out forvagn
firms (rom bidding. The
Herilage Foumdalion, 4 Wash-
ingtom lhink tank which often
has a strong influence on While
House palicy, said in a recent
report on the Kamsal Airpost
msue thal US. flrms with oo
expecence in Japan are nol

Aganst the lleritage's cribe-
ism, Takeuchi sakd KIAC does
nod necessarily requice foreign
firais Lo have experience in the
Japancse market. “if (hey
have expertise im airpert coo-
structien m they may

Takeuchi .

be changed.”

Takeuchi, bowever, empha-
sined that by the time Phase-
Two work sturis in 1950, KIAC-
will come up with measures to
assure foreign firms that its bad-
ding for Phase-Two jubs will be
undertaken in a goldfish bowl,
that is, in an understandable.
manner.

Takeuchi also insisted that
KIAC now can provide more in-
formation than before to for-
eign firms on thraugh
an ioternational publie relations
divizsion established in late
April.

While showing his reuadiness
to increase the “transparency™
of KIAC s operations, Tuheuchi
took U.S. contracters which
have been critical of KIAC to
task. If US. firms rcally want
W win airport cuntracts, he
stressed, they have to demon-
srate the required entlwsiasm
and the necessary prepared-
DEsS.

“l don't think U.S. coulrac-
fars have been doing enough
in Japan to impress with
their presence and capahelity,™
be said. Toshio Kndo, direcior
in charge of Kansai interus-
tional Airpart at the Transport
Micistry, also was doultful of
Anwrican firms’ zeal In par-
tidpatinginlheairpai project.

aa interview, Endo sald,

foreign

(Bechtd Civll Corp. of the U S.
bas already signed a ¥ 3 mil
Hon contract with a group of six
Jupanese fums to design the
{erminal building.)

‘“Inviling foreign consultant
firmos o join in of course does
nit mean that KIAC will give
them carte blanche in terminal
building coastructien, unlike
the cases of airport coostruc-
tion in some countriea, such a5
in the Arabian Peninsula,”
Tukeuchi said.

Asked for comment an the
views expressed by Takeuchi
ang the Transpert Ministry
officials, aa exeautive of Japan

Oontractors, Inc.
said be doubted that loreign
firme will be ahblopaﬂh:ipate
in the prejoct on a major scale.
‘“They can probably jan in at

nlernational Alrport Co. in
the interview with The Japan

Economic Jourrnal.
On pacticipution of foreign
Drms

The peoject is open o all
firms from all countries. Bul
we must choose coniractors
on the basis of their expertise,
technolegy, (financial
resources and labor manage-
ment skills. It seems rather
difficult for foreign firows to
join in the project by them-
selves. For examgple, if they
were lo act as prime con-
traclors, they would have to
find anane;esubum(mm
and in erder (o do 50, it would
be maore reatistic for them to
juin hands with Japanese con-
lractors.

Oun designated Mdding sysiem

Open bidding is unfit for the
Japanese construction indus-
try which is crowded with
pearly 600,600 contractors.
Japanese fArms wishing
participate in the Kansai air-
pori project would oumber
$,0006,000. Unlike the US,,
Japan does not adopt the bond
system (under which con-
tractors are required to put
up bonds lo commpensale lor
{alture to perform the com-
tracied jobs) and an open hid-
ding system could expese
KIAC to serious financial

ceusulling services

As to coastruction machin
ery procuremnent, we inlend to
pick suppbers on the basis of
free competition. We are now
receiving consulting  advice
from oversess airpost author-
ithes, inchading those in New
Yok, Parls, Amsterdam,
Frankfurt and Londoa. Kwven- .
tually we may seek the
expertise of foreign private
consulling firms. Even in

such a case, bowever, we will |

mol give carte hlanche 1o
specific  coosulting  firms,
Japunese or foreign.
On U.S. eriticism

U.S. critics hold that Japa-
pese coulractors win 2 bil-
lion worth of coniracts am
nually in the US. whle
Ainerican construction coan-
panies are awarded few jubs
in Japan. fowever, let me
remind them that 80%-90%
of U.S. coontracts undertaken
by Japanese conlraclurs are
awarded by Japunese com-
and other facilitres. It seems
(o me that the US. criticmm
i3 unfair. The U.S. also im-
poses praclices peculiar to M,
sich a3 s Buy-American
pobicy requiring cootractors
in the US. to use American
products io public works pro-
Jecls
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- open internal markets;
- remove capital market restrictions;
- reduce the economic drag of social programs.

The objective of promoting growth should drive the economic
discussion at Venice.

(B) Agriculture

To avoid a protracted debate on agriculture, one which
risked re-opening the satisfactory consensus achieved with
great difficulty at the May 12-13 OECD Ministerial,
participants (at our suggestion) simply endorsed the OECD
conclusions. Everyone recognized the key role agriculture will
play in the Uruguay Round and a need for Heads of State and
Government to review progress at their 1988 meeting.

However, the Venice Communique cannot just note the OECD
language. We will have to try to go a step further by
preparing a concise political statement in support of
agricultural reform. The statement should identify
governments' role in creating the problems and our resolve to
carry out comprehensive reform along market principles.

(C) Trade

There is general consensus on the need to continue
resisting vigorously the increasing protectionist pressures, to
dismantle existing trade barriers and to avoid restricting
international trade further. 1In addition, all agreed it was
essential to improve the multilateral trading system based on
GATT rules and principles and to improve the ability of the
GATT to carry out its mandate effectively. Only the French are
reluctant (for reasons of domestic politics) to support a
mid-term ministerial meeting of the Uruguay Round Trade
Negotiating Committee.

(D) Debt and LDC's

There is general consensus that while some developing
countries have taken politically courageous steps to reform
their economies, much remains to be done. The growth-oriented
case-by-case strategy ('Baker Plan') remains the only viable
approach. This entails:

- comprehensive macroeconomic and structural reforms;

- increased lending by IFI's, in particular the IBRD;

- adequate commercial lending in support of debtor
structural reform.

1
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All agreed to make a special effort, in the IMF, IBRD and Paris
Club, to ease the debt service burden of the poorest countries,
particularly in Sub-Saharan Africa.

Italy, France and the UK wish the Venice Communique to note
positively the forthcoming UNCTAD VII meeting. Pending further
consultations in Washington, the U.S. has bracketed any
reference to UNCTAD.

(E) Other Issues

- Environment: Language concerning the World Commission
on the Environment and Development (WCED) was dropped. A
reference is made in this secton to progress on nuclear
safety.

- Human Frontier: Japan plans to undertake a year-long
feasibility study. They will invite Summit scientists to
participate. Depending on the results, the proposal may be
discussed at the 1988 Summit.

- AIDS and Narcotics: It is proposed to discuss increased
international collaboration on AIDS and narcotics in an agreed
Chairman's oral statement.

ITI. POLITICAL ISSUES

Together witih the Political Directors, we reached
agreement on the major issues that will constitute the
political agenda. We made less progress on political
statements.

Political Agenda: The Political Directors developed a list
of issues to be discussed by Foreign Ministers (attached), and
specified which Minister would open the discussion. O0f these,
it was agreed that at their first dinner June 8, the Heads of
Government would discuss East-West relations (including arms
control), South Africa and, time permitting, terrorism. The
leaders will also provide guidance for political statements.
The second dinner on June 9 will probably be devoted to topical
regional issues.

We expect Summit discussion of political issues to be
organized as follows:

CONFIDENTTAT
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Heads Foreign Minister

6/8 dinners East-West relations, Regional issues
(separate) South Africa, possibly

terrorism, guidance on

political statements

6/9 morning Review possible East-West relations,
(separate) political statements terrorism

6/9 lunches Not yet decided Regional issues,
(separate) whether it will focus narcotics

on political issues

6/9 dinner Regional issues Regional issues
(combined)

East-West Statement: There was no agreement to have a
declaration on East-West relations, but no firm opposition
either. A contingency draft (attached) was prepared with a
decision deferred until the Summit. U.S. representatives, with
support from Japan and Canada, and, to a lesser extent, Italy,
pointed out the advantages of a Summit statement. France, the
UK and the FRG were reserved. Mrs. Thatcher was reportedly
concerned that Summit statements on East-West relations and
terrorism would draw attention to the absence of one on South

Africa -- which she opposed. Chancellor Kohl reportedly wanted
to avoid a repeat of Williamsburg, where President Mitterrand
was put under intense pressure to agree to a statement. The

outcome was a contingency draft statement, characterized as
"personal contribution" of the Sherpas, that could provide a
basis for possible drafting at the Summit in light of guidance
from the Heads of Government. This draft reflects an amalgam
of U.S. themes, the Japanese draft, a UK draft and an Italian
presidency draft. If there is a decision at the Summit to
issue a statement, it will require further work.

Terrorism: A crisp, concise terrorism statement that
included a reference to continued consultations among the
Summit-Seven governments was orginally drafted by a group of
six of the seven counter-terrorism representatives. The French
representative, however, was instructed not to participate in
that exercise. When the statement was reviewed by the Personal
Representatives, the French insisted on numerous changes which
diluted the force of the statement. The French take the
position that with the revision of the Bonn Declaration, the
mandate of the counter-terrorism experts has been concluded --
a position we do not accept. Although the draft (attached) was
accepted by the other six governments, the U.S. representative
put a bracket on the entire text.

SONEEFPENETAT
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South Africa: The Canadian representative stressed Prime
Minister Mulroney's proposal for a Summit statement on South
Africa that would establish a Foreign Ministers' group to
monitor the issue. As host of this year's Francophone Sumnmit,
the Commonwealth Summit and next year's Economic Summit,
Mulroney, the Canadian representative argued, will be one of
the "international managers" of this issue over the next twelve
months. Mulroney might propose a text, which the Canadians
have given us bilaterally, either before or at the Summit. The
UK representative asserted that Thatcher was firmly opposed.

As instructed, U.S. representatives did not press the U.S.
draft.

Other Issues: We also passed bilaterally to the Italians
language on intenational narcotics control, the Iran-Iraq war
and the spread of democracy for inclusion in the Summit
Chairman's concluding press statement.
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- East - West

a) Trends in Soviet policy and in East European Countries
(Herr Genscher and Monsieur Raimond)

b) Arms control (Secretary of State Shultz)

¢) Regional issues: Afghanistan, Cambodia (Secretary of State
S8hultz, Minister Kuranari)

d) Soviet policy in Asia - Pacific (Foreign Minister Kuranari)
- South Africa (Foreiqn.ﬂinister Clark)

- Middle East (Mr. Tindemans)

- Iran-Irag (Minister Raimond or Foreign Secretary Howe)

- gcentral America (Herr Genscher)

- Latin America (Foreign Minister Andreotti)

- Terrorism (Foreign Secretary, J. Howe)

- china. Corea and the Philippines (Foreign Minister Kuranari_
- United Nations (Foreign Minister Andreotti)

- Internationa Narcotics Control (Secretary of State Shultz)
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1987 ECONOMIC SUMMIT - OPENING MEETING

VENICE, ITALY

PARTICIPANTS: President Ronald Reagan
Prime Minister Amintore Fanfani
President Francois Mitterrand
Prime Minister Margaret Thatcher
Chancellor Helmut Kohl
Prime Minister Yasuhiro Nakasone
Prime Minister Brian Mulroney
President Jacgues Delors
Economic Communities Representative Martens

DATE & TIME: Tuesday, June 9, 1987 - 9:57 AM - 12:08 PM
9:57 AM FANFANI opens Summit.

Texts on Iran-Iraq, terrorism, Gulf available. Any comments?
THATCHER: Happy with East-West and terrorism and Iran-Iraqg war

-- support effective measures, add enforceable. Means sanctions
on arms.

REAGAN: Just, effective ana enforceablie measures. Someone else
(Japan?) supports.

MITTERRAND: Word enforceable has not been discussed so can't
agree.

FANFANI: Says just covers enforceable -- moral duty to find
right way to enforce,

KOHL: Likes enforceable, not just. The Sherpa statement sound.

FANFANI: Asks Thatcher views. She says unless all agree can't
go. Effective implies enforceable.

REAGAN: Some effective measures might be unjust. Doesn't see
any concern with either word.

NAKASONE: Enforceable alone rather harsh attitude. Just must be
in - reflects value judgment.

MITTERRAND: These summits are economic summits. If must be
enforceable, a task for Security Council. Should not pre-empt
Security Council.

10:07 AM

THATCHER: Security Council does not always adopt just measures
~-—- neither does an assembly.

REAGAN: Agrees, says UN has degenerated into a debating society.

CONFPIRENTIAT
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MARTENS: Agrees just should be added -- but this not appropriate
torum.

FANFANI: Everyone agrees to omit enforceable but what about
ust? Encourages Security Council to be fair. So let's accept

and go on to economy only add word just and let other papers
stand.

FANFANI: Wants to go on TV now and read the statement.

THATCHER: Won't world press think us a little bit quick? Start
on economic then break for coffee, put out for lunch.

FANFANI: OK.

MULRONEY: South Africa evidently did not receive unanimous
support. Can chairman refer to it in closing remarks.

THATCHER: We did that last year, can do it again.

10:17 AM

KOHL: Do not give impression we discussed South Africa unless we
really do so. Outstandingly good work by Sherpas but let's turn
to economy.

FANFANI: Thought Mulroney satisfied last night. Deferred to

riper time and more suitable forum -- e.g., Reykjavik next week.
MITTERRAND: Terrorism was not discussed =-- neither was Iran-Iraqg
war -- but he won't kill it.

10:21 AM Economics
FANFANI: Summarized subjects to be discussed.

NAKASONE: Mixed picture for world economy. Must implement
policy coordination and restructuring. Must achieve long-term

stability of exchange rates =-- Japan with trade surplus has major
responsibility but so does U. S. because of the budget
imbalance. Six triilion yen program, twenty billion recycling to

developing world. One billion government procurement, half
billion to sub-Saharan countries.

10:35 AM
NAKASONE: (Continues) Japan often criticized for not fulfilling
promises -- he'll see that they do. Exchange rate instability

important to Japan. Major causes have been relation between U.
S. and Japan.

-- Japan trade surplus
-- U. S. budget deficit

GONELBENT FAT
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Deficit reduction by U. S. might cause some recession which would
hurt LDC's -- industrialized countries must be prepared to help.

KOHL: Have made progress since Tokyo. FRG has been adjusting
since end of 85. Growth slowed more than expected because
negative effects ot lower oil prices took etfect sooner than
positive effects. More important than new commitments is
carrying out those we have already made.

-- Reducing taxes Jan 86, 88, 90,
Total 2-1/2 percent of GNP -- limit of what is possible.
-- Interest rates at historical lows.
10:43 AM
KOHL: (Continued) FRG trade surplus has declined substantially

and will go further. Military program expanded GNP 4 percent.
Exports rose tar less than imports. Proceed along lines laid

down by OECD Minister at GATT =-- although agriculture very
difficult.

KOHL: LDC's -- commodity price problem. Debt problem still
serious. Future strategy must treat poorest differently.
Replenish IDA ~- General Capital Increase as soon as possible.
10:50 aM

REAGAN: Structural adjustment is necessary for sustained, higher
level of economic growth and for better balance in our external
accounts. Supply side policies important, but need to give these
terms more concrete meaning. In US have made substantial
progress, e.g., banking, airline, and telecommunication
deregulation; deregulation of energy prices; tax reform and
cutting government expenditures. Have much more to do in other
areas, for instance agriculture. We are spending billions in
subsidies to assist small family farms, but much of it flowing to
those who don't need it. There are other areas in which we can
cut government expenditures.

Here are a few examples from your countries. Much has been
written lately about cost ot land and housing in Japan. Japanese
housing apparently costs 7 times workers' income versus 3 times
in US, due in part to high land values. This in turn induces
excess saving and dampens consumption. Is this related to
agricultural subsidies and laws that keep land from being
converted from farming to other uses?

CONFERENTIAL
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In Europe we still see serious labor market rigidities. Labor
costs high. Legislation restricts overtime; difficult if not

impossible to iay off workers and to close unprofitable plants.
This, plus overregulation and lack of financing inhibits people
from starting new firms, the main sources of employment growth.

I understand that in Italy banks reluctant to take on new
employees to handle volatile levels of stock transactions because
they cannot lay otf employees when markets slow down.

If US had such limitations, we would never have developed our
high tech centers and other new industries.

Primary cause of oversupply and distress in agricultural markets
is government farm support policies tied to production. These
misallocate and overcommit resources to agriculture, shelter
producers from market realities and prevent necessary structural
adjustments to stagnating demand and rapidly-increasing
productivity.

These policies cost our countries, together, over $140 billion a
year. They also have severe effect on developing countries, many
of which depend on earnings from agricultural exports to repay
debt and promote growth. Import protection and export subsidies
have been necessary to sustain these policies. These trade
distortions cannot be reduced unless we deal with the basic
problem. Any support to tarming must be in ways that do not
provide incentives to production.

Summit countries must lead others in Uruguay Round to act

together to reduce production-linked support, trade barriers and
subsidies. Politically, no country can accept freer trade unless
others do too.

I have reviewed language that our hosts have proposed on
agriculture. I thaink it is positive. Important that we go
beyond language adopted as OrCD. This is an area where we have
great responsibility to promote reform.

Several improvements needed. Will leave details to Sherpas.
However, ot prime importance:

~- We cannot leave Summit with merely "an endorsement" of
OECD language; must translate into action.

-- Must ask Trade Ministers to develop expeditiously

elements of a comprehensive approach to achieve objectives set
forth by OECD. We should have a report at our next Summit.

~CONFIrDENTEALT™
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10:56 AM

MARTENS: Conditions for remedying imbalances have improved.
Dominant retardent ot growth less in structural maladjustments --
exchange rates now in accord with economic factors.

10:58 AM

Trade imbalances must be smoothed out -- due to differences 1in
rates of growth. Solutions:

1) Surplus countries cut export would lead to recession.

2) (M1issed.)

3) Coordination for durable, noninflationary adequate
growth. Need concrete credible commitments from this Summit on
all subjects on agenda.

Pleads for sound commitments by U. S. for reduction in budget
deficit. Four essentials:

1) In spite of market stability resulting from Louvre, may
again deteriorate.

2) Macro policy alone cannot bring prosperity -- structural
adjustment needed.

3) Balanced growth of economy, trade, keeping markets open.
4) Sufficient influx of capital into developing countries.
11:08 AM

THATCHER: Summits have been very important to world economy =--
got inflation down, interest rates down. But we must consider
current problems U. S. getting budget deficit down, U. S. trade
deficit declining. Tremendous benefit of U. S. trade deficit
coming to end -- can be devastating. President working to get
budget deficit down. Unless U. S. trade deficit picked up by
others in for serious trouble. Compliments Nakasone. But in
Japan rising value of yen does not lead to influx of imports.
Japan's current account surplus in dollars not likely to decline
in near term, will rise in long term from investments. Germany
~- there 1s a (slight) hope of growth.

Surplus countries must pick up stimulus U. S. has provided UK

budget deficit less than 1 percent of GDP. Trade inbalance
because of exports to U. S.

“CONPIDENTIAL: -
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11:16 AM

Agrees with "RON" criticism of European structural maladjustment.
Worries that Japan exports to UK will rise as their exports to US
decline. Protectionism will be unstoppable if markets not open
in other countries. Third world - reduced demand for commodities
results from technological change so they need to be able to
export food. Can't put on oils and fats tax =-- "hypocritical."
UK has turned some loans to grants, is cutting interest but what
they need is trade not aid. Need investments but this requires
protection against confiscation. Banks -- Citicorp reserves a
good step. UK banks have been doing; will effect willingness of
banks to lend -- and it should. Some LDC's should sell internal
assets to help pay debts.

11:24 AM

THATCHER continues. Agriculture policies can't go on. Agrees
with "RON" not enough just to reaffirm OECD -- need action. Must
act together -- can't take it out of 3rd world with fats and oils
tax -~ would start trade war with U. S.

11:25 AM

MITTERRAND: Developing countries' debt problems: sources of
problems identitied. Budget deficits, trade deficits,
unemployment, exchange rate instability. Conditions of LDC's
worse since Tokyo. Commodity prices down, protectionism up.
Flows of fresh money down. Traditional remedies won't sufrice.
Ivory Coast -- good policies, diverse products but can't service
debt. Other countries worse off. We must improve world economic
environment.

1) Stimulate growth -- especially surplus countries.

2) Recontruct international monetary system in such a way
as to insure exchange rate stability and low interest rates.
Target zones. International monetary system okay until 1971.
11:32AM
MITTERRAND continues.

3) Fight protectionism -- "hypocrisy reigns" including
France. Must achieve goals set at Punta del Este.

4) Halt slide in commodity prices -- World Bank should
provide funds for countries to diversify.

~CONEIBENFIAE
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Must reschedule debt of mid-income countries. Recycling to
developing countries via IMF. Time has come for concrete
actions. Triple Structural Adjustment Facility of IMF -- easy

loan terms. Do without introducing distortions. Debtor

countries must take proper steps. Extend rescheduling in Paris
Club to 10 - 20 years.

11:30 AM

MULRONEY: Anyone who doubts value of Summits should have heard

Thatcher, Kohl, Mitterrand, Reagan last night. "Most impressive
and encouraging." Subsidies -- affect his government severely.

Deficit was 8 percent of GDP, unemployment 12 percent when this
government took over. Now deficit is 5.4 percent of GDP,
unemployment is 9 percent.

11:43 AM
Canada in 87 will spend 4 billion dollars on agriculture.

MULRONEY: Recites economic progress of his administration -- but
all jeoprdized by competitive subsidization. Appreciates Ronald
Reagan's remarks. (Sounds desperate.) African debt owed mostly
to governments. Should transform to grants. IMF should forgive
(at least he seemed to say that). "Dear old Canada ain't going
to survive with this agricultural battle going on."

11:51 aM
FANFPANI: Tries to draw out Delors.

DELORS says there is always a role for interaction. There are
always Cassandras and optimists. World trade slow. Financial
markets and exchange rates highly volatile. World Central banks
(other than US) have accumulated 75 billion dollars in market
stabilization efforts. Must raise rate of growth of
international trade now that US not supporting it.

11:56 AM

DELORS: Continued. Must transfer resources to LDC's to help
support freedom and democracy. Baker, Canadians, Brits at IMF
made good contributions.

FANFANI: Things are changing in the world today. New attitude
in Soviet Union shows exaggerated regulation does not yield good
results. Was in Central Siberia and found excitement about
opening of a small private cafe. He is a scholar and it is of
greatest interest to see in all things that have been said today
evidence that the world is changing.

CONPIPDENTIAL




CONFIDENELAL
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the world is moving.

12:08PM

Will allow photographers in,

then adjourn.
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Using indicators in multilateral surveillance. List a few --
rapidly. We'll have to define objective, etc., etc., etc. Might
use rangers as goals. Need pragmatism and flexibility. These
are main criteria for selecting indicators. Indicators may

change from time to time. No automaticity. Can contribute to
greater stability.

3:29 PM
GORIA: (Continued) Must give markets confidence in stability.
Report should be absolutely confidential -- could affect markets.

Yesterday and today discussed international trade, especially
agriculture will not go beyond OECD Ministerial. Might repeat
precisely what was said at OECD. Committed to presenting
material for communique. Unanimous agreement reached. Have a
paragraph to substitute for paragraph 9 in present draft.
International debts -- discussion only started regarding poorest
of poor. Prepared to reschedule, lower interest rates, and give
grace periods. INF directors initiative much appreciated.
Everyone showed a will to reach an agreement next fall.

3.37 PM

No discussion of mid-level debtors. Fanfani; Sherpas (?) will
polish statement tonight for review tomorrow.

3:39 PM

KOHL: Public expects two messages. East-West relations, and
third world debt. Must go further than previous Summits
Communique; must say much more than this report does. Find a way
to get a statement for tomorrow that goes much further.

FANFANI: Thinks all agree we must say something decisive and
precise. Question has important political aspects. Should also
discuss agriculture.

MULRONEY: In Jan-Feb was in Zambia and Senagal, talked to Kuada
yesterday. 650 - 350 changes in per capita GNP over 4-1/2 years.
(Canadian dollars)

External debt grew 67 percent. Per capita investment $47.
Followed IMF but had food riots.

MULRONEY (Continued) and stopped IMF. Aid should be grants not
aid; ODA loans should be converted to grants. 60 percent of
foreign earnings used to service debts. Endorse Camdessus
proposal, Japan to put half the money to triple structural
adjustment facility.
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3:49 PM

BAKER: Debt problem different for poorest of poor. Approach
must be different for mid-income countries problem is growth.
Four principles of (Baker Plan) still valid. Debt of least
developed countries mostly official debt. US no longer in
position to take 60 percent of exports from debtor countries.
Thinks there will be new commercial bad flow. But banks after
reserving, in position to be firmer.

LAWSON: Backs what Baker said. Need to work toward more market
oriented solution. Develop secondary markets. But for LLDC's
burden of debt is insupportable. Grants must be conditioned on
polilcy reforms. What they need is not more lending and
rescheduling, but debt relief. (Gap)

REAGAN: Have we been neglecting teaching how to farm, how to set
private businesses? Using volunteers (Peace Corps).

4:00 PM
CHIRAC: Was for IMF in September take action promptly. Any
proposal from Camdessus will be well thought out -- we should
endorse.

DECLERQ: Are all initiatives good but should not be scattered -~
should be concerted.

HOWE: Reagan point should not be passed over unsupported. Good
results from human aid.

CLARK: Also supports volunteers.

HOWE: Not just volunteers.

LAWSON (British): Camdessus proposal good but not enough -- must
deal with debt to individual countries and international
organizations.

FANFANI: Summarizes =-- emphasizing urgency.

NAKASONE: Agrees with Fanfani summary and other remarks.

Discuss not just in terms of feelings, make scientific (sic)
studies. Various roles -~ banks, MDB's volunteers. Japan will
grant $500 million to sub-South African countries. But what is

most efficient means of concerting action.

NAKASONE: (Continued) Take supplement IMF as target. Have
experts meet, have clear strategy and long-term perspective.

CONFIDENTIAL
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KOHL: Very important subject -- Latin America and Africa. FRG
has written off $4.2 billion DM. This Summit must go out with
clear message. Decide direction now, don't wait until September.

Must subject ethical quality. It is not the children or the
starving who are to blame. Case by case, no across the board.
Solutions: There are international organizations to devise
methods. Political cosiderations important. Finance Ministers
should draw up a text we can adopt tomorrow. We must do
something.

MITTERRAND: Lack practical way to deal with debt. Must give
Finance Ministers more specific instructions. Our intentions are
varied. Must go further this evening.

4:22 PM

MITTERRAND: (Continued) Are we ready or are we not to put up
funds immediately? Let's spend 30 minutes, 15 minutes maybe 5
specifying what Finance Ministers should do.

SHULTZ: Any statement on sub-Sahara Africa must have important
dimension beyond funds. Refer to 85 famine. Problem of
maldistribution of food still a problem. Africa a continent of
plagues. Locusts last year. AIDS of stunning proportions,
affect those who agree to manage a plan that centers only on debt
(does not dismiss debt problem). Can be seriously incomplete. A
lot more to problem than what is in jurisdiction of Finance
Ministers.

ANDREOTTI: Talks about financial problems. Write- off would
destroy their credits. Has analyzed whether debts for weapons.
Weapons bought with cash. Some least developed countries have
bled themselves dry buying weapons for cash. Need monetary and
surveillance.

4:34 PM

FANFANI: Calls on Goria =-- are Finance Ministers prepared to
prepare a paper tonight?

GORIA: Two issues: (1) International cooperation (2) The
indebtedness situation. Need to decide on certain initiatives
Camdessus proposal good. Paris Club - reached, lower interest,
grace. He will assume responsibility to convene Finance
Ministers for dinner and prepare a statement to submit to Sherpas
before too late.

Regarding middle income level countries. Role of commerical
banks. Goria thinks recent reserving an adverse development.

MULRONEY: Ronald Reagan said communique should go beyond OECD.

GORIA: Conclusions of Finance Ministers not to go beyond OECD,
which was compromise.

CONPEDENTIAT
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4:46 PM

GORIA: (Continued) Finance Ministers concluded not possible to
do more or less than OECD.

REAGAN: Important to go beyond OECD. Prime importance.
Translate OECD into proposed action. (Used talking points
recently given him).

STOLTENBERG: Agrees with Gloria. If we achieve what OECD called
for, it will be enormous step forward.

REAGAN: Quotes former saying "If you are not farming the
government you are just not with it."

BAKER: Add a sentence call on Trade Ministers to develop plan to
meet objectives of OECD and report to next Summit.

MITTERRAND: Can't refer anything from Summit to another group.
Would be an absurdity. France would object strenously.

4:56 PM

HOWE: Should do everything we can to advance Agriculture
solution, so don't wait. Could suggest using tools OECD has
developed -- paragraph 14 "and in particular to the updating and
improving . . . ."

REAGAN: Mexico producing midget cows that use 1/10 as much food,
produce 2/3ds as much milk.

MULRONEY: Supports combining statements from OECD with draft
communique.

FANFANI: Ready to adjourn.
5:03 PM

LAWSON: Can't be here tomorrow. Evolution of cooperation on
development of world economy. Since Tokyo much progress on
cooperation. Louvre accord important. Punte del este also
important. But faced by major inbalances; Germany and Japan
trade surpluses. US budget deficit. Should continue stability
of exchange rates. Must adjust economies to the changed exchange
rates.

5:07 PM
LAWSON: (Continued) US Federal deficit 60 percent of total for
OECD. Main action needed is on supply side, not demand -- in FRG

in Japan. Agriculture a supply side. Would help solve
unemployment problem. UK growth has not slowed while others are.

CONFEBENTIATL ™
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STOLTENBERG: FRG surplus has dropped considerably.

REAGAN: Supports supply side approach. Trying to cut deficit.
Making gains from 6.3 to 3.9 percent of GNP. Deficit down $40
billion this year, 18 percent in one year. Total taxes 19
percent GNP, spending 24 percent.

BAKER: Total deficit OECD basis 2.5 percent.

LAWSON: Still 40 percent.

BAKER: Our GNP is 38 percent.

LAWSON: Problem is its massive size.

BAKER: If judge others on percentage of GNP, do us same way.

5:18 PM

NAKASONE: Hope to try tax reform again this year. Maekowa
report medium and long term is being carried. Cutting
coal production from twenty to ten million tons. Privatized
several companies cutting blast furnaces in operation.

Structural adjustments proceeding tax cuts of a trillion yen next
year. Government procurement will import one billion dollars
next year. Direct investment abroad accelerating.

Large increase in imports. Liberalizing finance markets ODA
being expended. Not stopping here.

FANFANI: Into next years Summit.

5:25 PM Adjourn.
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Chapter 3 paragraph 8 okay.

Chapter 4 paragraphs 9 - 12 okay.

Chapter 5 paragraphs 13 - 16 okay

Chapter 6 paragraphs 17 - 20 (discussed)
REAGAN: Oils and fats tax - paragraph 20.
FANFANI: What changes?

BAKER: Plea for no oil and fats tax -- would run counter to
provisions of paragraph 20.

? (DELORS): Council of Ministers of EC would decide. Not
discriminatory, not protection, according to Commission proposal.

KOHL: Against protection or discrimination.
BAKER: Just reminding of our opposition to tax.

FANFANI: So Chapter 6 (17 - 20) okay.
Chapter 7 (21 - 28).

GORIA: Paragraph 22 and 23. 22 - delete second line -- see no
feasible alternative. Looks as if we are frustrated. Okay
9:54 AM

GORIA: Continued . . . Paragraph 23 looks as if overlooking
developments of last few weeks. Some banks in U. S. (and other
countries have declared they are bankrupt (sic). This is
obsolete. Change first sentence. "There is also the need for
careful considered thought -- " (rest lost).

BANGEMANN: 1Is a problem. Should not look too closely at private
banks -- sentence suggests possible support.

GORIA: Bangemann is correct. Delete first part of paragraph.
Start with "In this context

MULRONEY: Thinks Goria wording would suggest to banks that they
back off a little.

BANGEMANN: Text well balanced as it is. Why didn't Goria bring
this up last night?

GORIA: Because they discussed debt.

BAKER: Kohl absolutely right. We should encourage but not
mandate bank lending.

CONFIDENS®EAT
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FANFANI: Goria echoing what he said yesterday.

GORIA: Just said (according to Fanfani) some measures by banks
could lend to a list of countries not credit worthy.

10:05 aM

FANFANI: Continued. Maybe strengthen last sentence of paragraph
24,

GORIA: Leave as is -- but he still thinks we give impression
things have changed. Chapters 21 - 28 approved except delete
"see no alternative to" in paragraph 22.

DELORS: Paragraph 24 may seem to apply to mid-income. Put 24
ahead of present 23.

FANFANI: Says interchange 22 and 24. 22 becomes 23. 24 becomes
22. 23 becomes 24.

MITTERRAND: New paragraph 22. What are shares of the 7 as
percentages of their GNP's? Not asking for data now. Welcome
Japan's increase but from so low level it does not come to much.
The initiative is just catching up.

FANFANI: Says highlighting increased efforts. Do we need
detailed list of countries and figures?

MITTERRAND: Not asking just don't disregard. Useful to know but
not part of text.

10:15 AM
KOHL: Reacts like Mitterrand.

CHIRAC: Might set sights higher and renew 0.5 percent goal.
Japan and U. S. doing only half as much. Should go to 0.7
percent of GDP. Add 2nd sentence. "Most of our countries have
previously undertaken considerable effort and we encourage them
to do likewise."

FANFANI: Where should it be placed?
CHIRAC: End of 4th indent on page 9. After first sentence.

FANFANI: Asks for wording -- will meet with approval of all
concerned.

MITTERRAND: Lots of fuss about nothing. For many years 0.7
percent of GDP goal has been there. France, Germany and Canada
best. Should get nod of approval, but France is not asking for
that. Should have said we should go to 0.7 percent, etc.
FANFANI: So you want to stay with text?

-CONEEDENT AR
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MITTERRAND: Said exactly opposite.
Deleted paragraph -- it is false.

NAKASONE: Oppose deleting. Japan has done its best -- no
objection to mentioning other countries. Please refer to
Japanese initiative -- will help explain to Japanese public.

HOWE: Leave text as is. As Finance Minister cut their ODA but

now he is Foreign Minister. Text balanced. Sherpas have done
good job.

MITTERRAND: Howe not convincing. If sentence left, could not
agree. Last sentence misleading. Change essential. Sentence

about Japan acceptable only if we have a countervailing statement
later,

CLARK: Replace. We encourage all countries in a position -=- to
continue on track to 0.7 percent.

MITTERRAND: Leave this to later, France and Canada draft
something together.

10:37 AM

GENSCHER: FRG has given double the aid of all socialist
countries together. The sentence about Japan creates false
picture of what western world has done.

ANDREOTTI: We have 0.7 target countries moving toward it with
difficulty. Revising GDP to include underground economy lowered
Italy's percentage. Proposes a sentence. (Not caught but will
distribute.)

SHULTZ: Andreotti statement an improvement. Do not be too
attached to percentages. Doesn't measure contribution. Having
markets open a contribution. Maintaining military security.
ANDREOTTI: Wording an improvement because no number.

FANFANI: Go to paragraph --

MITTERRAND: Keep first sentence after "Japanese government" add
"and other governments." Add a sentence on 0.7 percent.
Unambiguous.

SHULTZ: Unambiguous and unacceptable,

10:45 AM

SHULTZ: (Continued) Japanese effort shows they are picking up
world responsibilities. No number measures well.

-GONFTDENTTAL
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HOWE: Supports Shultz. UK has made massive overseas investments
-- much aid to developing countries. Do not pronounce
benediction on a particular percentage figure.

MITTERRAND: Will not accept text unless amended.

FANFANI: We're waiting for Andreotti's amendment. Give us yours
if you have one.

CHIRAC: Re paragraph 26. Reason developing countries are poor
and can't pay on debts is because of commodity prices -- should
say something about resolve to stabilize prices.

SHULTZ: What is happening is that structure of demand for
commodity has changed. Look at cooper in telecommunication.
Fiber optics made out of sand. Copper prices won't go anywhere
-- not because of speculation. Raw material prices changed for
good.

10:53 AM

Paragraph 28, strike brackets because Mitterrand will be honored
at UNGTAD.

BAKER: Paragraph 27 - Opposes mention of September for domestic
reasons (end of fiscal year).

BALLADUR: Leave September in. Should do something before
September.

BAKER: For US to get funds must get it from Congress.
Counterproductive to objective.

BALLADUR: Doesn't say who will do what in September.
HOWE: By next annual meeting of Fund and Bank.

BAKER: Will accept if majority view but will be
counterproductive,

CLARK: Autumn.

BAKER: Okay.

(?) Within this year.
BAKER: Okay.

(Paragraphs 29 - 34 accepted. Fanfani thinks it's all
environment. 32 okay; 33 okay; 34 okay; 35 okay.)

MULRONEY: Thanks Fanfani and Italian Government.

CONFIDENFEAL
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FANFANI: We have not concluded, just state your invitation.

MULRONEY: Withdraw -- My compliments and extend official warm
invitation -- Toronto.

FANFANI: No objections. Also welcomes Mulroney's thanks.

ANDREOTTI: (AIDS) Yesterday Chirac cited a TV show in Ivory
Coast saying there are more prevalent diseases in Africa so
mention health in general. But that would open future Summits to
flood of proposals.

DRUGS. Approved.

(?) Mention receiving messages. Recognize orally.
FANFANI: Okay.

NAKASONE: Korean Olympics. Include in Chairman summary.

ANDREOTTI: Proposed paragraph 24 final paragraph. No formula for
measuring contribution. Japan is the innovation that has emerged
at this Summit.

MITTERRAND: Can't expect too much credit for what we are doing.
"and other governments" missing in English text -- very serious.
Okay not to mention 0.7 -- regrets, etc., etc., etc., etc.

MITTERRAND: (Continued) Unfair to mention Japan -- a laggard
without mentioning leaders -- Germany, France, Canada, Italian
‘bike race apparently will be won by an Irishman, and Messers
Reagan and Mulroney will be pleased.

ANDREOTTI: Like the 0.7 percent government. When set 1989 was
date.

HOWE: Don't refer to numerical targets. Original text okay.
Opening sentence important, too. Proposes some rearrangements
and changed wording.

CHIRAC:
SHULTZ: (I was diverted)

MITTERRAND: Will not vote against, merely abstain if 0.7 percent
not mentioned. We operate in a spirit of friendship.

CLARK: Can all agree present levels inadequate. Combine
suggestions of Shultz and Howe.

FANFANI: Wait for text. Ask Andreotti to report on regional
issues discussed by Foreign Ministers.
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ANDREOTTI: Island states
Economic restructuring China
Conditions Korean Peninsula
Philippines
Africa - South Africa
Middle East
United Nations

Drugs
CLARK: Reads statement on South Africa -- attributes it to FRG.
Brief -- says represents views of all countries here. Someone

from FRG -~ merely said I accept, did not draft.
MULRONEY: Canada withdraws the compliment again.
FANFANI: Invokes the Holy Spirit on the text.
11:46 AM ~ 11:58 AM - Intermission

11:59 AM

(Text read. Do not have copy (do now).
MITTERRAND: Will approve if 0.7 percent stays in.

SHULTZ: Explains that numbers are very misleading. Real problem
for LDC -- U. S. has taken their exports, but U. S. trade deficit
is declining. Sums dwarf those involved in the 0.7 percent.
Concept of isolating some aid in the 0.7 percent is flawed.
Putting number in is misleading. But say (as Mitterrand did)
levels of aid are inadequate. The 0.7 percent covers only a
small part of foreign aid.

12:04 PM

CLARK: Could refer to target adopted by Development Assistance
Committee. We underline the importance of -- gives a text.
(Then go to last paragraph of text. I am marking (A)

CLARK: Says his proposal (1) describes efforts as inadequate
and (2) recognizes there is aid not in the 0.7 percent.

MITTERRAND: Did not intend to be disagreeable in mentioning 0.7
percent. Has been approved by every country here -- UN, etc. 1If
0.7 ommitted will abstain.

FANFANI: Delete last sentence of (A). Who will approve without
the 0.7 percent? No reply.

12:13 PM

MARTENS: For whole EC figure (average) is 0.53 percent. So he
has a right to ask the 0.7 be mentioned. Will abstain if not in.

SCONELDENTTAT —
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KOHL: Does not understand the fuss. Why not leave the 0.7? It
is in all international reports. Everyone knows that. Extensive
variations on this theme.

FANFANI: Asks Shultz for his final view.

BAKER: Leave sentence as is: 0.7 percent in brackets, comma, add
"but take note that overall financial flows are important to
development."

CHIRAC: Say "and" not "but."

SHULTZ: "Terrific idea."

FANFANI: Approved.

12:22 PM

FANFANI: Delete last sentence of (A)

MITTERRAND: I always agree with those who agree with me.

MULRONEY :

.da/au&Ln/
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MEMORANDUM FOR: Mr . Grant S. Green T 006/~
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National Security Council // é;£7

SUBJECT: Alerting NSC on Presidential

Correspondence

Enclosed is the original of a letter to President Reagan
from Foreign Minister Giulio Andreotti of ITtaly

which is transmitted for your information.

This correspondence was received in the Information Management
Section of the Executive Secretariat on 03/12/87.

Diree¢for, S/S-I
Information Management Section
Executive Secretariat

647-3836
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Unofficial translation of the message addressed to the Secretary of State
by the Foreign Minister of the Republic of Italy.

'" Dear George,

The excellent collaboration that exists between Italy and the United
States and the commitment that our two Governments have shown for some time
to the fight against the trafficking and abuse of narcotics, prompts me to
draw your attention to the necessity of profitably utilizing the time left
before the International Conference on drug abuse and illegal trafficking of
narcotics. Due to take place in Vienna, June 17-26 , the Conference will try
to ensure new and wider ranging supports against a phenomenon which threatens
our society so seriously.

Italy is well aware of the fact that the fight against drug trafficking
requires not only moral commitment and valid instruments of law but also the
availability of effective programs which can attack the production of narcotics
at the roots.

For this reason, during the course of the informal meeting of the donating
Countries to the UNFDAC, which took place in Viemna on February 1st last, we
announced that we are ready to raise our financial contribution to the programs
of the United Nations fund for drug abuse and control up to a total amount of
300 million dollars,to be distributed over a period of several years: a period

that should be determined on the basis of the corresponding contributive effort
of the other Countries.

Meantime, I find that the Administration too, in its great sensitivity
to the problem, is considering the possibility of increasing its own contribution
to UNFDAC. In fact, if the United States were to carry out such a plan, the

other Countries with a major commitment to the fight against drug abuse might

..
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be encouraged to raise their own financial contribution. If such a position
could be announced as definite at the International Conference in Vienna, it

would certainly be a successful element of the Conference itself.

To this end it is my intention through the usual diplomatic channels to
inform some of the Governments chiefly concerned in the matter of this addition-
al responsibility which Italy means to assume, in the hope that they too will
do the same. In this context, a simultaneous action by the U.S. Government
would undoubtedly contribute to reinforcing the sensitivity of these Govern-
ments to the need of demonstrating to world public opinion the commitment of
all ,not only to the prevention and the fight against drug trafficking, but also
to the eradication of some of the factors that determine it.

With my sincerest regards,

Giulio Andreotti"



2706735

March 9, 1987

Please find enclosed the letter dated February 17, 1987, addressed
to Secretary Shultz by the Italian Foreign Minister, Giulio Andreotti,
concerning the next Vienna International Conference on drug abuse and

illegal trafficking, together with an unofficial translation.
Please be so kind to convey the letter to the Secretary of State.

With my best regards,

Mr. Martin VaN Heuven
Director

Western European Affairs
Department of State
Washington D.C.
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L'ottima collaborazione esistente fra L'Italia e
Stati Uniti e L'impegno che i nostri due Governi stanno da tem
po mostrando nella lotta contro il traffico e L'uso degli stu-
pefacenti mi inducono ad attirare la Sua attenzione sulla neces
sita' di utilizzare proficuamente il tempo che c¢i separa dalla
Conferenza Internazionale sull‘abuso di droga e il traffico il-
lecito di stupefacenti, che si svolgera' a Vienna dal 17 al 26
giugno p.v., per cercare di assicurare nuovi e pil vasti sostegni
contro un fenomeno che minaccia cosi' profondamente la nostra so-
cieta'.

L'Italia e' ben conscia del fatto che La lotta con
tro il traffico di stupefacenti non richiede solo impegno morale
e validi strumenti giuridici, ma anche disponibilita' di efficaci
programmi che possano contrastare alla radice La produzione di so-
stanze stupefacenti.

Per gquesto motivo, nel corso della riunione infor-
male dei paesi donatori dell'UNFDAC, che si e' svolta a Vienna
it 1° febbraio corr., abbiamo annunciato la disponibilita' ad e-
levare il nostro contributo finaziario ai programmi del Fondo del
le Nazioni Unite per il controllo e Ll'abuso di droga fino ad una

cifra complessiva di 300 milioni di dollari da distribuirsi Llun-

-/

On.le
George Shultz
Segretario di Stato

Washington D.C.
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go un periodo pluriennale: periodo che si ritiene debba essere
precisato in base al corrispondente sforzo contributivo degli
altri paesi.

D'altra parte mi risulta che L'Amministrazione,
nella sua grande sensibilita’ al problema, sta prendendo in
considerazione La possibilita' di aumentare anch'essa il pro-
prio contributo all'UNFDAC. In effetti, se il Governo degli
Stati Uniti dovesse concretizzare tale orientamento, anche gli
altri gstati maggiormente impegnati nella lotta alla droga potreb-
bero essere incoraggiati nel senso di aumentare il proprio sforzo
finanziario. On tale atteggiamento sarebbe senz'altro, se potesse
essere concretamente annunziato in occasione dei lLavori della Con-
ferenza Internazionale di Vienna, un elemento di successo della
Conferenza stessa.

A questo scopo e' mia intenzione di censibilizzare,
attraverso i normali canali diplomatici, alcuni dev governi maggicr
mente interessati al fenomeno su questo sforzo addizionale di cui
L'Italia intende farsi carico, nell'auspicio che anche essi possanc
orientarsi in senso analogo . In questo contesto, una concomitante
azione del Governo degli Stati Uniti concorrerebbe senza dubbio a
rafforzare la sensibilita' di quei governi sulla necessita' di mo-
strare all'opinione pubblica mondiale L'impegno di tutti non solo
nella prevenzione e nella lotta al traffico degli stupefacenti , ni
anche nello sradicamento di alcune delle cause <che Lo determinanc.

Con i miei piG cordijali saluti.

/((;/&M‘
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L'ottima collaborazione esistente fra L'Italia e
Stati Uniti e L'impegno che i nostri due Governi stanno da tem
po mostrando nella lotta contro il traffico e L'uso degli stu-
pefacenti mi inducono ad attirare la Sua attenzione sulla neces
sita' di utilizzare proficuamente il tempo che ci separa dalla
Conferenza Internazionale sull'abuso di droga e il traffico il~-
lecito di stupefacenti, che si svolgera' a Vienna dal 17 al 26
giugno p.v., per cercare di assicurare nuovi e pil vasti sostegni
contro un fenomeno che minaccia cosi' profondamente La nositra so-
cieta'.

L'Italia e' ben conscia del fatto che la lotta con
tro il traffico di stupefacenti non richiede solo impegno morale
e validi strumenti giuridici, ma anche disponibilita' di efficaci
programmi che possano contrastare alla radice la produzione di so-
stanze stupefacenti.

Per questo motivo, nel corso della riunione infor-
male dei paesi donatori dell'UNFDAC, che si e' svolta a Vienna
il 1° febbraio <corr., abbiamo annunciato la disponibilita' ad e-
levare il nostro contributo finaziario ai programmi del Fondo del
le Nazioni Unite per il controllo e L'abuso di droga fino ad una

cifra complessiva di 300 milioni di dollari da distribuirsi Lun-

o/

On.le

George Shultz
Segretario di Stato
Washington D.C.
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go un periodo pluriennale: periodo che si ritiene debba essere
precisato in base al corrispondente sforzo contributivo degli
altri paesi.

D'altra parte mi risulta che L'Amministrazione,
nella sua grande sensibilita' al problema, sta prendendo in
considerazione La possibilita' di aumentare anch'essa il pro-
prio contributo allL'UNFDAC. In effetti, se il Governo degli
Stati Uniti dovesse concretizzare tale orientamento, anche gli
altri stati maggiormente impegnati nella lotta alla droga potreb-
bero essere incoraggiati nel senso di aumentare il proeprio sforzo
finanziario. On tale atteggiamento sarebbe senz'altro, se potesse
essere concretamente annunziafo in occasione dei lavori della Con=
ferenza Internazionale di Vienna, un elemento di successo della
Conferenza stessa.

P ~testo s~~po e' mia i~*2nz°-n- “* censibilizzare,
attraverso i normali canali diplomatici, alcuni devegonverni maggior
mente interessati al fenomeno su questo sforzo addizionale di cui
lL'Italia intende farsi carico, nell'auspicio che anche essi possano
orientarsi in senso analogo . In questo contesto, una concomitante
azione del Governo degli Stati Uniti concorrerebbe senza dubbio a
rafforzare Lla sensibilita' di quei governi sulla necessita' di mo-
strare all'opinione pubblica mondiale L'impegno di tutti non solo
nella prevenzione e nella lotta al traffico degli stupefacenti , ma
anche nello sradicamento di alcune delle cause <che Lo determinano.

Con i miei piu cordiali saluti.

/
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