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WHITE HOUSE STAFFING M_‘EMLQRANDUM
e R 15g U .
DATE: 6/9/88 ACTION/CONCURRENCE/COMMENTDUEBY: 5:00 6,10/88
SUBJECT: TORONTO ECONOMIC SUMMIT® -
ACTION FYI ACTION FYI
VICE PRESIDENT g o Hoess o o
r BAKER ] / HOOLEY O m|
DUBERSTEIN o & KRANOWITZ o O
MILLER - OMB 0O  POWELL —«" o |
BAUER ® O  RANGE ~ O
CRIBB o O  RisqQue o O
CRIPPEN @ O RYAN o o
CULVAHOUSE o O  SPRINKEL e O
DAWSON oP WSS TUTTLE o o
| DONATELLI o O  BLaKEY o v
FITZWATER o o o a
GRISCOM v o ____ o a
REMARKS:
Plegse provide your comments/recommendations directly to
Marion Blakey's office with an info copy to my office by
5:00 Friday, June 10. THank you.
RESPONSE:
TO: MARION BLAKEY June 10, 1988
The NSC sﬁaff recommends the changeé noted on the attached
White House Issue Brief on the Toronto izafomip Summit.
#{ Paul Schott Stevens Rhett Dawson

Executive Secretary Ext. 2702
cc:
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TORONTO ECONOMIC SUMMIT

President Reagan will participate in his eighth Economic Summit
June 19-21 when he meets in Toronto with other leaders of the
free world's seven major industrialized nations. In addition to
the U.S., those nations are Japan, West Germany, France, the
United Kingdom, Italy and Canada. The European Community will
also be represented at the Toronto Summit.

MAJOR U.S. THEMES

President Reagan will pursue three major themes at the Summit,
which is the 14th between the free world's economic powers.

1. The Past Eight Years: Free Markets and Open Societies

There is increasing awareness that free markets and open
societies are the only ways to promote economic growth and
development. State planning, intervention and control do
not work. Over the past eight years, countries with free
economies and open societies have had high rates of growth.
The United States has been in the forefront in promoting
democracy and economic freedom around the world.

2. Internatiocnal Cooperation and Shared Responsibilities:

Consultation and coordination among Summit participants, as
well as nations that are members of the General Agreement on
Tariffs and Trade (GATT)-\and the North Atlantic Treaty
Organization (NATO), have successfully dealt with economic
problems and threats to gecurity. The United States
supports this approach ¢f shared responsibilities.
f{g/O«W%@Aa« ﬁ\,&w (oo a ke anesd-
3. A Look Ahead: Removing Barriers g«x&?wmkaoctg)

The future belongs to the flexible, to nations that take
advantage of the free exchange of ideas, goods and services.
The U.S. expects the Toronto Summit to give a major
political push to\remov1ng barriers i

DR i e e ade.
and serv1ces.}w&%ﬂ&ﬂ%‘\‘4‘ 37\ ~¢i‘ /ntu.,f.'w,‘-—ﬁ /ou d;) g-a-—a/v‘

ECONOMIC GROWTH AMONG SUMMIT PARTICIPANTS ;

o Since 1981, summits have helped set out a market-oriented
strategy to bring down inflation and promote recovery and
economic growth.

For additional information, call the White House Office of Public Affairs; 456-7170.
k]
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The seven summit nations have cooperated on economic policy;
resisted protectionism; launched a new round of trade
negotiations; and established a gi strategy to deal with
the debt of developing countries.“n‘“kr‘kulQ

For each country attending the Toronto Summit, the rate of
growth in goods and services produced was significantly
higher in 1987 than in 1981.

The table below reports growth rates in real gross national

product (GNP) for the United States and Japan, and in gross

domestic product (GDP) for the other countries. GDP reports
production but excludes investment income.

Growth Rate of Real GNP and GDP
in percentages

1981 1987
U.S. 1.9 2.9
Japan 3.7 4.2
West Germany 0.0 1.7
France 0.5 1.9
U.K. -1.3 3.6
Italy 0.2 3.0
Canada 3.7 3.9
Summit-7 1.6 3.0

THE SUMMIT ISSUES

A number of specific issues are expected to arise during the
Summit. Here is the U.S. position on these issues:

Coordinating Economic Policy

o

President Reagan believes in coordinating economic policies
of the major industrial countries to promote a stronger
world economy and a more stable financial system. The focus:
must not only be on exchange rates, but on whether the world
economy is open and growing. Through peer pressure, nations
can encourage corrective action by those with excessive
trade surpluses or deficits.

Progress in coordination is being made:

- At the Tokyo (1986) and Venice (1987) Summits the seven
nations decided to make increased use of economic
indicators to survey the economy, and agreed on
economic goals for the future.

For additional information, call the White House Office of Public Attairs; 456-7170.
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-- In October 1987, the benefits of increased coordination
were demonstrated during the decline in the stock
market. A worldwide financial panic was avoided.

In part, the President favors:

- Assurance that countries with a trade surplus
(particularly the Federal Republic of Germany and

Japan) will continue to improve their growth and reduce
trade imbalances.

- Reduction of our own budget deficit. In fiscal year
1987, the U.S. reduced its budget deficit by $71
billion, from $221 billion to $150 billion. Under the
President's proposed budget for FY 1989, the deficit
would decline to $23 billion by FY 1993.

- Stable exchange rates. Excessive fluctuation of those
rates, or a dramatic change in the value of the dollar,

could damage the prospect for growth in the world
economy.

- A new index for commodity prices that would include
the price of gold as well as other commodities
such as wheat and oil. This would be an additional
G instrument Wlth which to examine global price trepds.
stancial'’ sseen e s s
-= A review of; tak=z=feem among the nationzg?as well as
measures to reduce government interference in markets,
including financial markets, and derequlation. The
U.S. also favors reductions in subsidies to agriculture
and other industries, and steps to make labor more
mobile.

Agriculture

o

The goal of the Reagan Administration is the eventual
elimination of all subsidies and import restrictions te
allow all farmers to compete on a leve playlng f1eld.€hs\{%*N“ﬁ

wﬁww S ~\Lowviedh LD
Q\\\)N PAMRAS NS \@w@w

The Administration has asked the 95 members of GATT to phase
out over 10 years all agricultural subsidies which directly
or indirectly distort trade. Long-term goals for reform of

agriculture worldwide should be completed by the mid-term d5§,*§:
review of the GATT Uruguay Round in December 1988. \

International Trade )(

o

The Toronto Summit should reaffirm its opp051t10§,gsiky(ﬁjﬁ$xﬂ
to protectionist tradlng measures %hat—ﬁfeme%e—high—%aféggg \g}gp

1redgooas—us

Q)r additional information, cau th’ogl'\mno House Office of Public g?l/’r;; 4 7170._ \9,9\
O e\ e Posgran &N .
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o Summit participants should discuss how other nations,

including the Newly Zfidustrialized, geuntries (NIEs) can
contribute to a more prosperous world. /[

Ceanues

International Debt

1987 Third Wo ld co nt

& ,‘ss&/\v XA @ il
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o At the Venice Summit in 1987, participants encouraged
efforts by commercial banks and debtor countries to develop
a "menu" of financing options to help debtor nations reform

their economies. The U.S. supports the case-by-case menu
approach.

o Substantial progress has been made since the Venice
Summit:

( -- Brazil égg—xex*gg [~wirich—eeuld ha&% E%nmnq;xﬁkﬁﬂm&ér

. éebesv—&as%eaé]agreed to reschedule the*rfpbllgatlons.

- Eight of the 15 major debtor nations achieved growth of
4 percent to 5 percent in 1987. Only three countries
achieved that in 1986. Debt service and the ratio of
debt to interest has fallen by at least one-fourth
since 1982.

o Summit counsries that canndo so should provi

concessions countries with low incomes and avy debts

;7 and reschedule\ those debts. The U.S. cannot pro
interest rates bglow the cost of\funds for policy an

budgetary reasonsy '

interest- rate

Other Topics

Among other topics that could be discussed at the Toronto Summit
are these: East-West economic relations and implications for

allied security; regional issues; cooperation against terrorism;
drugs; and the environment.

=

/M—Mw/q%
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Lodd ponde - onwn tase by tace Baaco — o Fnert— pate

Comtlsssons . (Heo tounmlin, ,4u¢Xﬁé’Cﬂb?vé&— a Hroade
Aangl Zlanaﬁnx 2q.

For additionai information, call ihe White House Office of Public Affairs. 456-7170.
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WHITE HOUSE STAFFING MEMORANDUM

DATE: 6/9/88

ACTION/CONCURRENCE/COMMENT DUE BY: 5:00 6/10/88

TORONTO ECONOMIC SUMMIT

SUBJECT:
ACTION FYI | ATTION FY!
VICE PRESIDENT o o wosss :;Df}; O
BAKER 0 / HOOLEY o0: 0O
DUBERSTEIN o @ KRANOWITZ '”: ‘, a |
MILLER - OMB o O  POWEL O
BAUER @ O RANGE —— e g®
CRIBB o O  RisQuE - « o |
CRIPPEN @ O RYAN o a
CULVAHOUSE o O  SPRINKEL O
DAWSON oP WSS TUTTLE o o
DONATELLI o O BLAKEY _ a l/
FITZZWATER o o o o0
GRISCOM / O o Qg
REMARKS:
Marion Blakey:s office wieh an opnendacions directly to
5:00 Friday, June 10. THank you.
RESPONSE:

4eq cHehad  astr o on Tk naionak U rade

Rhett Dawsaon
Ext. 2702
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TORONTO ECONOMIC SUMMIT

President Reagan Will participate in his eighth Economic Summit
June 19-21 when he meets in Toronto with other leaders of the
free world's seven major industrialized nations. In addition to
the U.S., those nations are Japan, West Germany, France, the
United Kingdom, Italy and Canada. The European Community will
also be represented at the Toronto Summit.

MAJOR U.S. THEMES

President Reagan will pursue three major themes at the Summit,
which is the 14th between the free world's economic powers,

1. The Past Eight Years: Free Markets and Open Societies

There is increasing awareness that free markets and open
societies are the only ways to promote economic growth and
development. State planning, intervention and control do
not work. Over the past eight years, countries with free
economies and open societies have had high rates of growth.
The United States has been in the forefront in promoting
democracy and economic freedom around the world.

2. International Cooperation and Shared Responsibilities:

Consultation and coordination among Summit participants, as
well as nations that are members of the General Agreement on
Tariffs and Trade (GATT) and the North Atlantic Treaty
Organization (NATO), have successfully dealt with economic
problems and threats to security. The United States
supports this approach of shared responsibilities.

3. A Look Ahead: Removing Barriers

The future belongs to the flexible, to nations that take
advantage of the free exchange of ideas, goods and services.
The U.S. expects the Toronto Summit to give a major
political push to removing barriers in agriculture, trade
and services,

ECONOMIC GROWTH AMONG SUMMIT PARTICIPANTS

o Since 1981, summits have helped set out a market-oriented
strategy to bring down inflation and promote recovery and
economic growth.

For additional information, call the White House Oftice of Public Aftairs; 456-7170.
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The seven summit nations have cooperated on economic policy;
resisted protectionism; launched a new round of trade
negotiationsg; and established a global strategy to deal with
the debt of developing countries. .

For each country attending the Toronto Summit, the rate of
growth in goods and services produced was significantly
higher in 1987 than in 1981,

The table below reports growth rates in real gross national
product (GNP) for the United States and Japan, and in gross
domestic product (GDP) for the other countries. GDP reports
production but excludes investment income.

Growth Rate of Real GNP and GDP
in percentages

1981 1987
U.Ss. 1.9 2.9
Japan 3.7 4.2
West Germany 0.0 1.7
France 0.5 1.9
U.K. -1.3 3.6
Italy 0.2 3.0
Canada 3.7 3.9
Summit-7 1.6 3.0

THE SUMMIT ISSUES

A number of specific issues are expected to arise during the
Summit. Here is the U.S. position on these issues:

Coordinating Economic Policy

o

President Reagan believes in coordinating economic policies
of the major industrial countries to promote a stronger
world economy and a more stable financial system. The focus
must not only be on exchange rates, but on whether the world
economy is open and growing. Through peer pressure, nations
can encourage corrective action by those with excessive
trade surpluses or deficits.

Progress in coordination is being made:

- At the Tokyo (1986) and Venice (1987) Summits the seven
nations decided to make increased use of economic
indicators to survey the economy, and agreed on
economic goals for the future.

For additional information, call the White House Office of Pubtic Attairs; 456-7170.



WHITE HOUSE ISSUE BRIEF 3

- In October 1987, the benefits of increased coordination
were demonstrated during the decline in the stock
market. A worldwide financial panic was avoided.

In part, the President favors:

- Assurance that countries with a trade surplus
(particularly the Federal Republic of Germany and

Japan) will continue to improve their growth and reduce
trade imbalances.

- Reduction of our own budget deficit. 1In fiscal year
1987, the U.S. reduced its budget deficit by $71
billion, from $221 billion to $150 billion. Under the
President's proposed budget for FY 1989, the deficit
would decline to $23 billion by FY 1993.

- Stable exchange rates. Excessive fluctuation of those
rates, or a dramatic change in the value of the dollar,

could damage the prospect for growth in the world
economy.

- A new index for commodity prices that would include
the price of gold as well as other commodities
such as wheat and oil. This would be an additional
instrument with which to examine global price trends.

- A review of tax reform among the nations, as well as
measures to reduce government interference in markets,
including financial markets, and deregulation. The
U.S. also favors reductions in subsidies to agriculture
and other industries, and steps to make labor more
mobile.

Agriculture

o

The goal of the Reagan Administration is the eventual
elimination of all subsidies and import restrictions to
allow all farmers to compete on a level playing field
without the subsidies now required.

The Administration has asked the 95 members of GATT to phase
out over 10 years all agricultural subsidies which directly
or indirectly distort trade. Long-term goals for reform of
agriculture worldwide should be completed by the mid-term
review of the GATT Uruguay Round in December 1988.

Pls
s

ook

International Trade //////////////’
o .

For additional information, cail the White House Office of Public Affairs; 456-7170.
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(o]

Summit participants should discuss how other nations,
including the Newly Industrialized Countries (NICs) can
contribute to a more prosperous world.

International Debhst

(o]

By the end of 1987, Third World countries were $1.2
trillion in debt, more than twice their 1979 debt. The U.S.
believes economic growth is the key to restoring the credit
of those debtor nations.

At the Venice Summit in 1987, participants encouraged
efforts by commercial banks and debtor countries to develop
a "menu" of financing options to help debtor nations reform

their economies. The U.S. supports the case-by-case menu
approach.

Substantial progress has been made since the Venice
Summit:

- Brazil and Mexico, which could have renounced their
debts, instead agreed to reschedule their obligations.

- Eight of the 15 major debtor nations achieved growth of
4 percent to 5 percent in 1987. Only three countries
achieved that in 1986. Debt service and the ratio of
debt to interest has fallen by at least one-fourth
since 1982,

Summit countries that can do so should provide interest-rate
concessions to countries with low incomes and heavy debts
and reschedule those debts. (The U.S. cannot provide
interest rates below the cost of funds for policy and
budgetary reasons.)

Other Topics

Among other topics that could be discussed at the Toronto Summit
are these: East-West economic relations and implications for
allied security; regional issues; cooperation against terrorism;
drugs; and the environment.

For additional information, call the White House Office of Public Affairs; 456-7170.

[ 4
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International Trade

The President seeks to promote open markets and liberalized
international trade. This would include an affirmation of
support among the summit nations for a successful mid-term
review of the GATT Uruguay Round in December 1988.

In the area of agriculture:

- The Administration's goal is the eventual elimination
of all trade-distorting subsidies and import restrictions
so that farmers will be able to compete on a level
playing field.

- During the Uruguay Round negotiations, the Administration
proposed that the 96 members of the GATT phase out over
ten years all agricultural subsidies that directly or
indirectly distort trade. Long-term goals for worldwide
reform of agriculture should be completed when trade
ministers meet in Montreal to review progress in the
Uruguay Round.

The President is seeking an endorsement of a framework approach
for the negotiations in other Uruguay Round issues. This
framework will lay out specific goals, a road map and a
timetable to the finish 1line. We would like to see the
Ssummit leaders give their ministers a push on intellectual
property, services, investment the functioning of the GATT
system, and the integration of the Newly Industrialized
Countries (NICs) into the GATT.
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TORONTO ECONOMIC SUMMIT

President Reagan will participate in his eighth Economic Summit
June 19-21 when he meets in Toronto with other leaders of the
free world's seven major industrialized nations. 1In addition to
the U.S., those nations are Japan, West Germany, France, the
United Kingdom, Italy and Canada. The European Community will
also be represented at the Toronto Summit.

MAJOR U.S. THEMES

President Reagan will pursue three major themes at the Summit,
which is the 14th between the free world's economic powers.

1. The Past Eight Years: Free Markets and Open Soc1etlgs
EA%)

There is increasing awareness that fre kets and open
societies are the only ways to promote/economic growth and
development. State planning, intervention and control do

not work. Over the past eight years, countries with free
economies and open societies have had & rates of growth.
The United States has been in the forefrjnt in promoting
democracy and economic freedom around the world.

Y rateeEanE (TEEAS))

2, International Cooperation and Shared Responsibilities:

Consultation and coordination among Summit participants, as

well as ma®t+ons that are members ef—tire—Gemerei—Agroemert—ornr
Tariffs and-Trade—(GATTI—and the Noxih Atlantic Treaty E;;(/
Organization (NATO), havefsuccessfully({dealt with economic
problems and threats to security. Theé United States

supports this approach of shared responsibilities.

3. A Look Ahead: Removing Barriers
depends upon curabiiryto B2

The future belengs—te—the- flexible, to ratitoms—that take
advantage of the free exchange of ideas, goods and services.
The U.S. expects the Toronto Summit to give a major
political push to removing barriers in agriculture, trade
and services.

ECONOMIC GROWTH AMONG SUMMIT PARTICIPANTS

o Since 1981, summits have helped set out a market-oriented
strategy to bring down inflation and promote recovery and
economic growth.

For additional information, call the White House Office of Public Affairs; 456-7170.

PO g
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The seven summit nations have cooperated on economic policy;
resisted protectionism; launched a new round of trade
negotiations; and established a global strategy to deal with
the debt of developing countries.

For each country attending the Toronto Summit, the rate of
growth in goods and services produced was significantly
higher in 1987 than in 1981,

W,

The table below reports growth rateﬁfzﬁafizzw;ross national
product (GNP) for the United States,land Japan, and in gross
domestic product (GDP) for the other countries.

produstion-but—eieludes—investment—ineome . 0P INCLLDES esn
PROCLMTMION BUT NOT NV ESTMNMENT wWlONME ERLNED ARRRAD. —-'P_GP\éS

Growth Rate of Real GNP and GDP
1981 1987 —

in percentages
u.s. 1.9 Z.Q/ngéb '2%; bdt”*L/Qg/
Japan 3.7 4., 2
0.0

7 /gnx{:% /

West Germany . . 75/
France V255 T3 / /e%,m:/ao
U.K. A L~<FT VS

Italy VA =R A 2ﬁﬂaq <
Canada 3.7 3.9

Summit-7 71 =% 3= 2D

THE SUMMIT ISSUES

A number of specific issues are expected to arise during the

Summit. Here is the U.S. position on these issues:

Coordinating Economic Policy

o President Reagan believes in coordinating economic policies

of the major industrial countries to promote a stronger
world economy and a more stable financial system. Fhe—feeus

oNLE Ry _T;ns CTA%ECD op
AND AND NN E?nyvﬁ*ls
05 OVED GROWTH eEnxJ'bQ
Progress in coordination is being made:} o TEACE IMBALANCES, AND
& BECHANGE oaATE
-- At the Tokyo (1986) and Venice (1987) Summits the seven gp@i et
\/patlons decided to make increaseg use of economic
indicators to survey the“econom and agreed on

economic goals for the future.

For additional information, call the White House Office of Public Affairs; 456-7170.
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- In October 1987, the benefits of increased coordination
were demonstrated during the decline in the stock

market. A worldwide &inemeial-—panic-was avoided.

RECESSION
o In part, the President favors; )
THE coNTIOLED STEP Y STEP SIZENGTHENNN g OF TE  coceOrmon PROUESS |
ecaZ T — yssurance that countrjes with & trade surpkus
acieve A S ND pdriAcular)y 2 FedlraYRefublif of/GefylanyZnd
ORLD EcoNCNY Falp 2 {1l{ contiplie (te” imprové théirlgrowth 4nd kedyce

ND STARlLE trade~imbald@nces.
INBRABSL. MARKETS.
- Reduction of our own budget deficit. 1In fiscal year
1987, the U.S. reduced its budget deficit by $71
billion, from $221 billion to $150 billion. Under the
President's proposed budget for FY 1989, the deficit
would decline to $23 billion by FY 1993.

- Stable exchange rates. Excessive fluctuation of those
rates, or a dramatic change in the value of the dollar,
could damage the prospect for growth in the world
economy.

-- A new index for commodity prices that would include
the price of gold as well as other commodities
such as wheat and oil. This would be an additional
instrument with which to examine global price trends.

- [} review of tax reform among the nations, as well as
measures to reduce government interference in markets,-7
including financial markets, and deregulation. €
U.S. also favors reductions in subsidies to agriculture
and other industries, and steps to make labor more

mobile.
Agriculture
o The goal of the Reagan Administration is the eventual

elimination of all subsidies and import restrictions to
allow all farmers to compete on a level playing field
without the subsidies now required.

o The Administration has asked the 95 members of GATT to phase
out over 10 years all agricultural subsidies which directly
or indirectly distort trade. |, Fong—term—geais—fer reform of
agriculture worldwide should (pe completed by the mid-term
review of the GATT Uruguay Rgund in December 1988.

AN AGgeEEneST TOwWARD

International Trade

o The Toronto Summit should reaffirm its opposition
to protectionist trading measures that promote high tariffs.
In 1930, the average tariff on manufactured goods was 50
percent. Today it is about 5 percent.

For additional information, call the White House Office of Public Attairs; 456-7170.
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o Summit participants should discuss how other nations,
including the Newly Industrialized Countries (NICs) can
— contribute to a more prosperous world.

International Debt ESkLgL* \(\ESQEI'T?fb

the end of 1987, Third World countries we4e $1.2
txillion in debt, more than twice their 1979 debt. The U.S.
ieves economic growth is the key to restoring the credit
ose debtor nations.

o At the\Venice Summit in 1987, participants encouraged
efforts \by commercial banks and debtor countries to develop
a "menu" 9f financing options to help debtor nations reform
their ecoﬁbmies. The U.S. supports the case-by-case menu
approach. *\

o Substantial prég;ess has been made since the Venice
Summit: BN

-- Brazil and Mex}co, which could have renounced their
debts, instead agreed to reschedule their obligations.

- Eight of the 15 major debtor nations achieved growth of
4 percent to 5 percent in 1987. Only three countries
achieved that in 1986. “Debt service and the ratio of
debt interest has fallen by at least one-fourth
since’1982. s

o} Summit fZountries that can do so should provide interest-rate
concegSions to countries with low incomes and heavy debts
and reschedule those debts. (The U.S._cannot provide
interest rates below the cost of funds r policy and

dgetary reasons.)

Other Topics

Among other topics that could be discussed at the Toronto Summit
are these: East~West economic relations and implications for

allied security; regional issues; cooperation against terrorism; ~>
drugs; and the environment.

o SPEAAL EFERTS oHeulD B mAOCE B/ THE SummiT
Opgnaers T REAFT M SUPPoRT™ Fog. LWoRK. 1N SERrICEDS,
INVESTMENST | INTRULEITUAL. PEorEpT ) AND  FuNEON M6
OF THE GATT SYSTEM. PEOGRESS N THESE Ne
SSUES 1S cuTieaAl TO THE SXCeESSS o THE MO TTEEM)
ReVES OF e RUGLAY QoonD T BE HELO i~ Oecem

For additional information, call the White House Office of Public Affairs; 456-7170.
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REPLACEMENT FOR SECTION ON PAGE 4

International Debt

o}

Considerable progress is being made under the
growth-oriented debt strategy in supporting debtor nations’
efforts to achieve sustained growth, restore investor
confidence, and enhance their return to credit-worthiness,

- The major debtors have placed increased emphasis on
market-based policies to increase economic efficiency.

- They are implementing macro-economic and structural
reforms to promote growth, trade, and capital flows.
These include privatizing public sector enterprises,
tax system reforms, trade liberalization, removal of
price controls, and the promotion of realistic
exchange and interest rates.

- Eight of the major debtors achieved growth of 4 percent
or better last year while debt service ratios have
fallen by one-fourth since 1982.

At the Venice Summit in 1987, participants encouraged
efforts by commercial banks and debtor countries to develop
a "menu" of alternative market-driven financial instruments
to help meet the diverse interests of both debtor nations
and the banking community in devising new financing
packages.

- The "menu" includes both new money and voluntary,
market-based debt conversion options.

Significant steps have also been taken to assist the
low-income countries, including providing additional
concessional support through the IMF and World Bank.

We will be seeking a reaffirmation of Summit support for the
case-by-case debt strategy and for measures to assist the
poorest countries undergoing reforms, including a more
flexible approach on debt reschedulings in the Paris Club.



USTR COMMENTS ON SUMMIT ISSUE BRIEF

Replace Agriculture and Trade Sections with the following:

o

International Trade

The President seeks to promote open markets and liberalized
international trade. This would include an affirmation of
support among the summit nations for a successful mid-term
review of the GATT Uruguay Round in December 1988,

In the area of agriculture:

-- The Administration's goal is the eventual elimination
of all trade-distorting subsidies and import restrictions
so that farmers will be able to compete on a level
playing field.

- During the Uruguay Round negotiations, the Administration
proposed that the 96 members of the GATT phase out over
ten years all agricultural subsidies that directly or
indirectly distort trade. Long-term goals for worldwide
reform of agriculture should be completed when trade
ministers meet in Montreal to review progress in the
Uruguay Round.

The President is seeking an endorsement of a framework approach
for the negotiations in other Uruguay Round issues. This
framework will lay out specific goals, a road map and a
timetable to the finish 1line. We would like to see the
Summit leaders give their ministers a push on intellectual
property, services, investment the functioning of the GATT
system, and the integration of the Newly Industrialized
Countries (NICs) into the GATT.

c_r
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TORONTO ECONOMIC SUMMIT

President Reagan will participate in his eighth Economic Summit
June 19-21 when he meets in Toronto with other leaders of the
free world's seven major industrialized nations. In addition to
the U.S., those nations are Japan, West Germany, France, the
United Kingdom, Italy and Canada. The European Community will
also be represented at the Toronto Summit.

MAJOR U.S. THEMES

President Reagan will pursue three major themes at the Summit,
which is the 14th between the free world's economic powers.

1.

3.

amom.

The Past Eight Yeétg: Free Markets and Open Societies
Q&W

There is increasing awareress that free markets and open

societies are the only ways to promote economic growth and

development. State planning, intervention and control do

not work. Over the past eight years, countries with free

economies and open societies have had high rates of growth.

The United States has been in the forefront in promoting

democracy and economic freedom around the world.

International Cooperation and Shared Responsibilities:

Consultation and coordination among Summit participants, as
well as nations that are members of the General Agreement on
Tariffs and Trade (GATT) and the North Atlantic Treaty
Organization (NATO), have successfully dealt with economic
problems and threats to security. The United States
supports this approach of shared responsibilities.

A Look Ahead: Removing Barriers

The future belongs to the flexible, to nations that take
advantage of the free exchange of ideas, goods and services.
The U.S. expects the Toronto Summit to give a major
political push to removing barriers in agriculture, trade
and services.

ECONOMIC GROWTH AMONG SUMMIT PARTICIPANTS

(o]

Since 1981, summits have helped set out a market-oriented
strategy to bring down inflation and promote recovery and
economic growth. ’

v

For additiona! information, call the White House Office of Public AHairs; 456-7170.
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The seven summit nations have cooperated on economic policy;
resisted protectionism; launched a new round of trade
negotiations; and established a global strategy to deal with
the debt of developing countries.

For each country attending the Toronto Summit, the rate of
growth in goods and services produced was significantly
higher in 1987 than in 1981.

The table below reports growth rates in real gross national
product (GNP) for the United States and Japan, and in gross
domestic product (GDP) for the other countries. GDP reports
production but excludes i

st {octn posronts fon abroad .

Growth Rate of Real GNP and GDP
in percentages

1981 1987
Dale ‘G”‘M U.S. 1.9 2.9
- - Japan 3.7 4.2
©EcDh zcob West Germany 0.0 1.7 o
O P France 1.3 65 1.9~ 2 ©
vl U.K. L/ =3 6 = 1T
Italy ).} U= =6 2./
Canada 3.7 3.9 o 3.1
Summit-7 )7 oo 36 ‘a8 Q{
THE SUMMIT ISSUES [Tb\ls s Trees.
-‘1(7\JIC-'7

A number of specific issues are expected to arise during the
Summit. Here is the U.S. position on these issues:

Coordinating Economic Policy

(@]

President Reagan believes in coordinating feconomic policies
of the major industrial countries to prompbte a stronger
world economy and a more stable financi system. The focus
must not only be on exchange rates, butYon whether the world
economy is open and growing. Through , hations
can encourage corrective action by thosed with excessive
trade surpluses or deficits.

Consv /¥a,4m)

Progress in coordination is being made:

- At the Tokyo (1986) and Venice (1987) Summits the seven
nations decided to make increased use of economic
indicators to survey the economy, and agreed on
economic goals for the future.

7

v’

vV

For additional information, call the White House Office of Public Affairs; 456-7170.
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VT
- In October 1987, the enefits of increased coordination
were demonstrated =4 the decline in the stock

ket.
marker Jhmv&/uaron?{ deesveeedd 477K @M;ﬂ.

In part, the President favor¥:

-- Assurance that countries with a trade surplus
(particularly the Federal Republic of Germany and
Japan) will continue to improve their,growth and reduce
trade imbalances.

- Reduction of our own budget deficit. 1In fiscal year
1987, the U.S. reduced its budget deficit by $33+¥7R%

billion, from $221 billion to billion. Under the
President's proposed budget for FY 1 , the deficit
would decline to $23 billion by FY 1993, */V?’ ?

- Stable exchange rates. Excessive fluctuation of those
rates, or a dramatic change in the value of the dollar,
could damage the prospect for growth in the world
economy. fur e ctuces, CM axe ccicieatlews £

urell orr il dt Jo erohinse 4ol ofak -

- A new index for commodity prices at would inclu
the price of gold as well as other commodities
such as wheat and o0il. This would be an additional
instrument with which to examine global price trends.

-— A review of tax reform among the nations, as well as
measures to reduce government interference in markets,
including financial markets, and deregulation. The
U.S. also favors reductions in subsidies to agriculture
and other industries, and steps to make labor more
mobile.

Agriculture

(o]

The goal of the Reagan Administration is the eventual
elimination of all subsidies and import restrictions to
allow all farmers to compete on a level playing field

without #¢he subsidies, rew—xeguired. PrR§-dums

The Administration has asked the 95 ffiembers of GA
out over 10 years all agricultural -4 which directly
or indirectly distort trade. for reform of
agriculture worldwide should be completed by the mid-term
review of the GATT Uruguay Round in December 1988.

A

%&Kﬁkhﬁlk
to phase

International Trade

(o]

The Toronto Summit should reaffirm its opposition
to protectionist trading measures that promote high tariffs.

In , the average tariff,er-manuiascitured--geeds was 5-9-5“’7
percent. Today it is abouﬁpﬁxgercent.

193 5 For additional information, call the wnn{ House Of}he of Public Affalrs; 456-7170. ( prsl; ﬁ\m E E}f & q)
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-

o Summit participants should discuss how other nations,
including the Newly Industrialized Countries (NICs) can
contribute to a more prosperous world.

International Debt Tdo rol +h:4‘; 1927 dala i< avabalrle W °

=)
o By the end of Third World countries were $1.2
trillion in deb¥, more than twice their 1979 debt. The U.S.
believes economic growth is the key to restoring the credit
of those debtor nations.

o At the Venice Summit in 1987, participants encouraged
efforts by commercial banks and debtor countries to develop
a "menu" of financing options to help debtor nations reform
their economies. The U.S. supports the case-by-case menu
approach.

o Substantial progress has been made since the Venice
Summit:

- Brazil and Mexico, which could have renounced their
debts, instead agreed to reschedule their obligations.

At leas? S/x
- Eight of the 15 major debtor nations hieved growth of
. 4 percent to 5 percent in 1987. countries

¢¢ achieved whet" in 1986. Debt service and the ratio of
debt to interest has fallen by at least one-fourth

since 1982.\__ _ 4 (3. %1 thar ¥ U

Summit countries that can do so should provide interest-rate |¥ be
concessions to countries with low incomes and heavy debts OVPmﬂd&i
and reschedule those debts. (The U.S. cannot provide )
interest rates below the cost of funds for policy and

budgetary reasons.)

Other Topics

Among other topics that could be discussed at the Toronto Summit
are these: East-West economic relations and implications for
allied security; regional issues; cooperation against terrorism;
drugs; and the environment.

For additional information, call the White House Office of Public Affairs; 456-7170.
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Please provide your comments/recommendations directly to
Marion Blakey's office with an info copy to my office by
5:00 Friday, June 10, THank you.

RESPONSE:

. W
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Rhett Dawson
Ext. 2702
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TORONTO ECONOMIC SUMMIT

President Reagan will participate in his eighth Economic Summit
June 19-21 when he meets in Toronto with other leaders of the
free world's seven major industrialized nations. In addition to
the U.S., those nations are Japan, West Germany, France, the
United Kingdom, Italy and Canada. The European Community will
also be represented at the Toronto Summit.

MAJOR U.S. THEMES

President Reagan will pursue three major themes at the Summit,
which is the 14th between the free world's economic powers.

1. The Past Eight Years: Free Markets and Open Societies

There is increasing awareness that free markets and open
societies are the only ways to promote economic growth and
development. State planning, intervention and control do
not work. Over the past eight years, countries with free
economies and open societies have had high rates of growth.
The United States has been in the forefront in promoting
democracy and economic freedom around the world.

2. International Cooperation and Shared Responsibilities:

Consultation and coordination among Summit participants, as
well as nations that are members of the General Agreement on
Tariffs and Trade (GATT) and the North Atlantic Treaty
Organization (NATO), have successfully dealt with economic
problems and threats to security. The United States
supports this approach of shared responsibilities.

3. A Look Ahead: Removing Barriers

The future belongs to the flexible, to nations that take
advantage of the free exchange of ideas, goods and services.
The U.S. expects the Toronto Summit to give a major
political push to removing barriers in agriculture, trade
and services.

ECONOMIC GROWTH AMONG SUMMIT PARTICIPANTS

o Since 1981, summits have helped set out a market-oriented

strategy to bring down inflation and promote recovery and
economic growth.

For additional information, cali the White House Otfice of Public Affairs; 456-7170.
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o The seven summit nations have cooperated on economic policy;
resisted protectionism; launched a new round of trade
negotiations; and established a global strategy to deal with
the debt of developing countries.

o For each country attending the Toronto Summit, the rate of
growth in goods and services produced was significantly
higher in 1987 than in 1981,

o The table below reports growth rates in real gross national
product (GNP) for the United States and Japan, and in gross
domestic product (GDP) for the other countries. GDP reports
production but excludes investment income.

Growth Rate of Real GNP and GDP
in percentages

1981 1987
U.s. 1.9 2.9
Japan o 3.7 4.2
West Germany 0.0 1.7
France 0.5 1.9
U.K. -1.3 3.6
Italy 0.2 3.0
Canada 3.7 3.9
Summit-7 1.6 3.0

THE SUMMIT ISSUES

A number of specific issues are expected to arise during the
Summit. Here is the U.S. position on these issues:

Coordinating Economic Policy

o President Reagan believes in coordinating economic policies
of the major industrial countries to promote a stronger
world economy and a more stable financial system. The focus
must not only be on exchange rates, but on whether the world
economy is open and growing. Through peer pressure, nations
can encourage corrective action by those with excessive
trade surpluses or deficits.

o Progress in coordination is being made:

-— At the Tokyo (1986) and Venice (1987) Summits the seven
nations decided to make increased use of economic
indicators to survey the economy, and agreed on
economic goals for the future.

For additional information, call the White House Office of Public Affairs; 456-7170.
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—= In October 1987, the benefits of increased coordination
were demonstrated during the decline in the stock
market. A worldwide financial panic was avoided.

In part, the President favors:

- Assurance that countries with a trade surplus
(particularly the Federal Republic of Germany and

Japan) will continue to improve their growth and reduce
trade imbalances. :

-- Reduction of our own budget deficit. 1In fiscal year
1987, the U.S. reduced its budget deficit by $71
billion, from $221 billion to $150 billion. Under the
President's proposed budget for FY 1989, the deficit
would decline to $23 billion by FY 1993.

- Stable exchange rates. Excessive fluctuation of those
rates, or a dramatic change in the value of the dollar,
could damage the prospect for growth in the world
economy.

- A new index for commodity prices that would include
the price of gold as well as other commodities
such as wheat and oil. This would be an additional
instrument with which to examine global price trends.

- A review of tax reform among the nations, as well as
measures to reduce government interference in markets,
including financial markets, and deregulation. The
U.S. also favors reductions in subsidies to agriculture
and other industries, and steps to make labor more
mobile,

Agriculture

(o)

The goal of the Reagan Administration is the eventual
elimination of all subsidies and import restrictions to
allow all farmers to compete on a level playing field
without the subsidies now required.

The Administration has asked the 95 members of GATT to phase
out over 10 years all agricultural subsidies which directly
or indirectly distort trade. Long-term goals for reform of
agriculture worldwide should be completed by the mid-term
review of the GATT Uruguay Round in December 1988.

International Trade

(o]

The Toronto Summit should reaffirm its opposition

to protectionist trading measures that promote high tariffs.
In 1930, the average tariff on manufactured goods was 50
percent. Today it is about 5 percent.

For additional information, cali the White House Office of Public Atfairs; 456-7170,

o g
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Summit participants should discuss how other nations,
including the Newly Industrialized Countries (NICs) can
contribute to a more prosperous world.

International Debt

o

By the end of 1987, Third World countries were $1.2
trillion in debt, more than twice their 1979 debt. The U.S.
believes economic growth is the key to restoring the credit
of those debtor nations.

At the Venice Summit in 1987, participants encouraged
efforts by commercial banks and debtor countries to develop
a "menu" of financing options to help debtor nations reform
their economies. The U.S. supports the case-by-case menu
approach.

Substantial progress has been made since the Venice
Summit:

- Brazil and Mexico, which could have renounced their
debts, instead agreed to reschedule their obligations.

- Eight of the 15 major debtor nations achieved growth of
4 percent to 5 percent in 1987. Only three countries
achieved that in 1986. Debt service and the ratio of

debt to interest has fallen by at least one-fourth
since 1982.

Summit countries that can do so should provide interest-rate
concessions to countries with low incomes and heavy debts
and reschedule those debts. (The U.S. cannot provide
interest rates below the cost of funds for policy and
budgetary reasons.)

Other Topics

Among other topics that could be discussed at the Toronto Summit
are these: East-West economic relations and implications for

allied security; regional issues; cooperation against terrorism;
drugs; and the environment.

For additional information, call the White House Office of Public Affairs; 456-7170.
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WHITE HOUSE STAFFING MEMORANDUM

DATE: 6/9/88

SUBJECT:

Document No. gLO l S \ D—r

ACTION/CONCURRENCE/COMMENT DUE BY:

TORONTO ECONOMIC SUMMIT

5:00..6/R0/8817. -

VICE PRESIDENT

BAKER
DUBERSTEIN
MILLER - OMB
BAUER

CRIBB
CRIPPEN
CULVAHOUSE
DAWSON
DONATELLI

FITZWATER
GRISCOM

REMARKS:

ACTION FYI
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RANGE
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RYAN
SPRINKEL
TUTTLE

BLAKEY

ACTION FYIi
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Plegse provide your comments/recommendations directly to
Marion Blakey's office with an info copy to my office by

5:00 Friday, June 10.

RESPONSE:

THank you.

Rhett Dawson
Ext. 2702
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TORONTO ECONOMIC SUMMIT

President Reagan will participate in his eighth Economic Summit
June 19-21 when he meets in Toronto with other leaders of the
free world's seven major industrialized nations. In addition to
the U.S., those nations are Japan, West Germany, France, the
United Kingdom, Italy and Canada. The European Community will
also be represented at the Toronto Summit.

MAJOR U.S. THEMES

President Reagan will pursue three major themes at the Summit,
which is the 14th between the free world's economic powers.

1. The Past Eight Years: Free Markets and Open Societies

There is increasing awareness that free markets and open
societies are the only ways to promote economic growth and
development. State planning, intervention and control do
not work. Over the past eight years,uﬁagﬁﬁfies with free
economies and open societies have had*figh “rates of growth.
The United States has been in the forefront in promoting
democracy and economic freedom around the world.,

2. International Cooperation and Shared Responsibilities:

Consultation and coordination among Summit participants, as
well as nations that are members of the General Agreement on
Tariffs and Trade (GATT) and the North Atlantic Treaty
Organization (NATO), have successfully dealt with economic
problems and threats to security. The United States
supports this approach of shared responsibilities.

3. A Look Ahead: Removing Barriers

The future belongs to the flexible, to nations that take
advantage of the free exchange of ideas, goods and serviges
The U.S. expects the Toronto Summit to g&*e—a—mager A%ruhu”d

;‘Q’pnla#eeaé—push to removing barriers in agriculture, trade
and services.

ECONOMIC GROWTH AMONG SUMMIT PARTICIPANTS

o Since 1981, summits have helped set out a market-oriented
strategy to bring down inflation and promote recovery and
economic growth.

For additional information, cali the White House Office of Public Affairs; 456-7170.
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The seven summit nations have cooperated on economic policy;
resisted protectionism; launched a new round of trade
negotiationg; and established a global strategy to deal with
the debt of developing countries.

For each country attending the Toronto Summit, the rate of
growth in goods and services produced was significantly
higher in 1987 than in 1981.

The table below reports growth rates in real gross national
product (GNP) for the United States and Japan, and in gross
domestic product (GDP) for the other countries. GDP reports
production but excludes investment income.

Growth Rate of Real GNP and GDP
in percentages

1981 1987
U.Ss. 1.9 2.9
Japan 3.7 4.2
West Germany 0.0 1.7
France 0.5 1.9
U.K. -1.3 3.6
Italy 0.2 3.0
Canada 3.7 3.9
Summit-7 1.6 3.0

THE SUMMIT ISSUES

A number of specific issues are expected to arise during the
Summit. Here is the U.S. position on these issues:

Coordinating Economic Policy

o

President Reagan believes in coordinating economic policies
of the major industrial countries to promote a stronger
world economy and a more stable financial system. The focus
must not only be on exchange rates, but on whether the world
economy is open and growing. Through peer pressure, nations
can encourage corrective action by those with excessive
trade surpluses or deficits.

Progress in coordination is being made:

-- At the Tokyo (1986) and Venice (1987) Summits the seven
nations decided to make increased use of economic
indicators to survey the economy, and agreed on
economic goals for the future.

For additional information, call the White House Gtfice of Public Affairs; 456-7170.
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Agriculture

- In October 1987, the benefits of increased coordination

were demonstrated during the decline in the stock
market. A worldwide financial panic was avoided.
Al
chE

- Assurance that countries with a trade surplus
(particularly the Federal Republic of Germany and

President favenss v Wﬁu‘ o c,q.«(«(A}d'! i

Japan) will continue to improve their growth and reduce

trade imbalances.

- Reduction of our own budget deficit. 1In fiscal year

1987, the U.S. reduced its budget deficit by $71

billion, from $221 billion to $150 billion. Under the

President's proposed budget for FY 1989, the deficit

would decline to $23 billion by FY 1993.

-- Stable exchange rates. Excessive fluctuation of those
rates, or a dramatic change in the value of the dollar,

could damage the prospect for growth in the world
economy.

-- A new index for commodity prices that would include
the price of gold as well as other commodities
such as wheat and oil. This would be an additional

instrument with which to examine global price trends.

aul,wwﬁfu~f~+***hp ; -dlllll..hu-
- A review of tax reform among the nations,

measures to reduce government interference in markets,

including financial markets, and deregulation?” The

ne SU.S. also favors reductions in subsidies to agricultur
4%C:;¢;, and other industries, and steps to make labor more
A

mobile.

gt

WM- w%

o}

The goal of the Reagan Administration is the eventual
elimination of all subsidies and import restrictions

“ ngﬂ“’"M1‘

to
allow all farmers to compete on a level playing fieldﬁ

without the subsidies now reguired. :iw

The Administration has asked the 95 members of GATT to phase
out over 10 years all agricultural subsidies which directly
or indirectly distort trade. Long-term goals for reform of

agriculture worldwide should be completed by the mid-term

review of the GATT Uruguay Round in December 1988.

International Trade

o

The Toronto Summit should reaffirm its opposition

to protectionist trading measures that promote high tariffs.

In 1930, the average tariff on manufactured goods was 50
percent. Today it is about 5 percent.

For additional information, call the White House Office of Public Atfairs; 456-7170.
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mmmit participants should discuss how other nations,
sncluding the Newly Industrialized Countries (NICs) can
contribute to a more prosperous world,

International Debt

o

By the end of 1987, Third World countries were $1.2
trillion in debt, more than twice their 1979 debt. The U.S.
believes economic growth is the key to restoring the credit
of those debtor nations.

At the Venice Summit in 1987, participants encouraged
efforts by commercial banks and debtor countries to develop
a "menu" of financing options to help debtor nations reform

their economies. The U.S. supports the case-by-case menu
approach. '

Substantial progress has been made since the Venice
Summit:

W%&Ch—COZiérh&*e .
- Brazil and Mexico, i renouncedjtheir

debts, instead agreed to reschedule their obligations.
Loare

- Eight of the 15 major debtor nations achieved growth of
4 percent to 5 percent in 1987. Only three countries
achieved that in 1986. Debt service and the ratio of
debt to interest has fallen by at least one-fourth
since 1982.

Summit countries that can do so should provide interest-rate
concessions to countries with low incomes and heavy debts
and reschedule those debts. (The U.S. cannot provide
interest rates below the cost of funds for policy and
budgetary reasons.)

Other Topics

Among other topics that could be discussed at the Toronto Summit
are these: East-West economic relations and implications for
allied security; regional issues; cooperation against terrorism;
drugs; and the environment.

For additional information, cail the White House Office of Public Affairs; 456-7170.



