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-- You invited Mitterrand to come to the United States soon for
a State visit, but we have not received a formal reply.
Mitterrand may indicate that he would like to come to see
you this Fall for an informal working visit.
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CONFE IDENTFAT, -2-

SUMMIT ISSUES

-= WE BELIEVE THE SITUATION IN AGRICULTURE IS SERIOUS. WE ALL
WOULD BENEFIT FROM FUNDAMENTAL, MARKET-ORIENTED REFORM AND
ELIMINATION OF SUBSIDIES. WE MUST INSTRUCT MINISTERS TO
REACH A FRAMEWORK AGREEMENT AT THE GATT MEETING IN DECEMBER.

MITTERRAND DEBT PROPOSAL

-- APPRECIATED GETTING YOUR LETTER ON DEBT. AGREE WE MUST DO
MORE TO HELP POOREST COUNTRIES. I SUPPORT MENU APPROACH TO
HANDLING PARIS CLUB DEBT RESCHEDULINGS. I BELIEVE YOUR
PROPOSAL AND WHAT SECRETARY BAKER SKETCHED OUT RECENTLY ARE
COMPATIBLE.

- (IF NEXT YEAR'S SUMMIT RAISED.) IF ECONOMIC SUMMITS ARE TO\
CONTINUE, WE MUST DEMONSTRATE TO THE WORLD THAT THEY ARE
PRODUCTIVE. I WILL RECOMMEND TO MY SUCCESSOR THAT WE
CONTINUE THE SUMMIT PROCESS.

POSSIBLE VISIT

- I HOPE YOU WILL BE ABLE TO ACCEPT OUR INVITATION TO COME TO

WASHINGTON SOON.

CONEEPENTIAL
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PARTICIPANTS LIST
MEETING WITH PRESIDENT MITTERRAND
TORONTO, JUNE 19, 1988

U.S.

The President

Secretary of State George P. Shultz

Secretary of the Treasury James A, Baker III

Deputy Chief of Staff Kenneth Duberstein

Assistant to the President for National Security Affairs
Colin L. Powell

Assistant Secretary of State Rozanne L, Ridgway

Tyrus Cobb, NSC (notetaker)

France

President Francois Mitterrand

Foreign Minister Roland Dumas

Finance Minister Pierre Beregovoy

Special Counselor to the President Jacques Attali
Chief of Staff to the President Jean Pierre Bianco
Elysee Foreign Policy Advisor Hubert Vedrine

MFA Political Director Jean Francois Noiville
Notetaker

Interpreter
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PARTICIPANTS LIST
MEETING WITH PRIME MINISTER TAKESHITA
TORONTO, JUNE 20, 1988

U.S.

The President

Secretary of State George P. Shultz

Secretary of the Treasury James A, Baker III

Deputy Chief of Staff Kenneth Duberstein

Assistant to the President for National Security Affairs
Colin L. Powell

Assistant to the President for Press Relations Max Marlin
Fitzwater

Under Secretary of State Allen Wallis

Assistant Secretary of State for East Asian and Pacific Affairs
Gaston J. Sigur

Special Assistant to the President James A. Kelly (notetaker)

Interpreter Cornelius Iida

Jagan

Prime Minister Noboru Takeshita

Minister of Foreign Affairs Sosuke Uno

Minister of Finance Kiichi Miyazawa

Minister of International Trade and Industry Hajime Tamura
Ambassador the United States Nobuo Matsunaga

Deputy Chief Cabinet Secretary Ichiro Ozawa

Deputy Minister of Foreign Affairs Hiroshi Kitamura
Executive Assistant to the Prime Minister Terusuke Terada
Deputy Director General Tetsuo Arima (notetaker)
Interpreter Shinichi Nishimiya


















POINTS TO BE MADE
ASSESSMENT OF THE U.S. ECONOMY

-- THE RISK OF A RECESSION FOLLOWING LAST OCTOBER'S STOCK
MARKET CRASH HAS FADED. THE ECONOMY IS DOING WELL. THE
INDEX OF LEADING INDICATORS HAS STRENGTHENED; CONSUMER
CONFIDENCE HAS RECOVERED, AND BUSINESS INVESTMENT PLANS AND
EXPENDITURES ARE RISING. REAL GNP GREW AT AN ANNUAL RATE OF
3.9 PERCENT IN THE FIRST QUARTER OF 1988. EXPORT GROWTH WAS
VERY STRONG.

- INDICATIONS ARE THAT ECONOMIC GROWTH WILL BE MORE MODERATE
FOR THE REST OF THE YEAR, CONSISTENT WITH MY ADMINISTRATION'S
FORECAST OF 2.4 PERCENT GROWTH., THE CIVILIAN UNEMPLOYMENT .
RATE ROSE TO 5.6 PERCENT IN MAY,

-- INFLATION REMAINS IN CHECK. THE CPI ROSE ONLY 3.9 PERCENT
IN THE YEAR TO APRIL. CAPACITY UTILIZATION, WHILE HIGH IN
SOME BASIC INDUSTRIES, REMAINS GENERALLY WELL BELOW ITS
1978-80 PEAK, HAVING COME THIS FAR SINCE 1980, WE WILL NOT
LET INFLATION GET OUT OF HAND AGAIN.

-- IT'S CLEAR THAT OUR TRADE BALANCE IS IMPROVING. THE DEFICIT
FELL SHARPLY IN MARCH. THE FIRST QUARTER TRADE DEFICIT WAS
DOWN $5.2 BILLION FROM THE FOURTH QUARTER OF 1987. IMPORTS
GREW ONLY 1 PERCENT. WE EXPECT FURTHER NARROWING.

-- BUDGET DEFICIT IS COMING DOWN. DEFICIT NARROWED BY 2% LAST
YEAR., BUDGET SUMMIT WITH CONGRESS SET HISTORIC 2 YEAR
AGREEMENT ON $76 BILLION IN BUDGET CUTS. AS RESULT, U.S.

BUDGET DEFICIT NOW BELOW OECD AVERAGE.

g e
CONELDENTIAL e
DECLASSIFY ON: OADR 31 1420












CONPEDENELAL -2-

-- THE CONTINUED STEP-BY-STEP EFFORT TO STRENGTHEN THE
COORDINATION PROCESS IS THE MOST EFFECTIVE MEANS OF
IMPROVING AND REFORMING THE INTERNATIONAL MONETARY SYSTEM.
o] THE ADOPTION OF THE COMMODITY PRICE INDICATOR IS A

WELCOME ADDITION TO THE COORDINATION PROCESS AND
SHOULD IMPROVE THE ANALYSIS OF GLOBAL ECONOMIC
DEVELOPMENTS,

o A COMPREHENSIVE REEXAMINATION OF OUR INTERNATIONAL
MONETARY ARRANGEMENT, HOWEVER, IS NEITHER NECESSARY
NOR DESIRABLE. SUCH A BROAD REVIEW COULD FOSTER
RENEWED CURRENCY INSTABILITY BY:

- CREATING UNWARRANTED MARKET EXPECTATIONS AND
UNCERTAINTY;

- DEFLECTING ATTENTION FROM THE ECONOMIC FUNDA-
MENTALS; AND

- UNDERMINING CONFIDENCE IN THE COORDINATION

PROCESS.

~SONFFRENTTAL













(IF RAISED) THE IDEA OF A "DOWN PAYMENT" IS APPEALING, BUT
TOWARD WHAT END? YOU WOULDN'T PUT A DOWN PAYMENT ON A HOUSE
IF YOU HAVEN'T AGREED TO A PURCHASE PRICE OR THE COST OR
TERM OF THE MORTGAGE.

(IF RAISED) THE REDUCTION IN OUR ACREAGE REDUCTION PROGRAM
FROM 27.5 PERCENT TO 10 PERCENT WAS A RESPONSIBLE DECISION
BASED ON THE U.S. AND WORLD SUPPLY AND DEMAND SITUATION.

OUR FARM STATES ARE FACING A DROUGHT THAT COULD BECOME THE
WORST IN MORE THAN 50 YEARS. EVEN WITH THE REDUCED PROGRAM,

WE ARE IDLING THE EQUIVALENT WHEAT ACREAGE IN FRANCE, SPAIN

AND PORTUGAL COMBINED.,










POINTS TO BE MADE
INTERNATIONAL DEBT ISSUES

MIDDLE INCOME COUNTRIES

- THE CURRENT GROWTH-ORIENTED DEBT STRATEGY IS WORKING.

o PROGRESS IS BEING MADE IN MANY AREAS.

o DEBTORS ARE ADOPTING NEEDED REFORMS.

o GROWTH IS IMPROVING.,

o THE BURDEN OF DEBT PAYMENTS HAS DECLINED.

o NEEDED FINANCING IS BEING MADE AVAILABLE., THIS INCLUDES
DEVELOPMENT OF A "MENU OF OPTIONS" FOR COMMERCIAL
BANKS.

- WE HAVE ALSO AGREED TO SUPPORT INCREASED CAPITAL FOR THE
WORLD BANK AND NEW OR REVITALIZED FACILITIES IN THE IMF TO
SUPPORT THE DEBTORS' REFORM EFFORTS.

- THE PROBLEM IS STILL SERIOUS, MORE NEEDS TO BE DONE WITHIN
THE CURRENT APPROACH TO CONTINUE DEBTOR REFORM EFFORTS AND
FURTHER DEVELOP COMMERCIAL BANK FINANCING OPTIONS.

- WE SHOULD REAFFIRM OUR SUPPORT FOR THE GROWTH-ORIENTED
STRATEGY AS THE ONLY REALISTIC APPROACH.

- WE SHOULD ALSO STRONGLY OPPOSE PROPOSALS FOR COMPREHENSIVE
SOLUTIONS WHICH HAVE THE EFFECT OF SHIFTING THE RISK OF
COMMERCIAL BANK DEBT ONTO THE BACKS OF CREDITOR GOVERNMENTS
AND TAXPAYERS.

THE POOREST DEBTOR COUNTRIES

-= THE POOREST COUNTRIES, MAINLY IN AFRICA, ARE A SPECIAL CASE.
-= LAST YEAR AT VENICE STEPS WERE TAKEN TO PROVIDE RELIEF

THROUGH RESCHEDULING OF OFFICIAL DEBT IN THE PARIS CLUB.

CONFIDENTIAL- NSC/ 51‘&@“*.’?@.
DECLASSIFY ON: OADR di 2 [\ [ww




-= WE ARE PREPARED TO SUPPORT FURTHER STEPS TO PROVIDE RELIEF
FOR THE POOREST SUCH AS A DIFFERENTIATED APPROACH AMONG
CREDITOR COUNTRIES IN PARIS CLUB DEBT RESCHEDULINGS.

- THIS WOULD PERMIT THOSE CREDITOR GOVERNMENTS WHICH CAN DO SO
TO PROVIDE CONCESSIONAL INTEREST RATES WITH SHORTER MATURITIES,
WHILE OTHERS (U.S.) WOULD PROVIDE LONGER MATURITIES AT
COMMERCIAL RATES,

- THE U.S. ALREADY MAKES THE STRONGEST BILATERAL CONTRIBUTION
TO AFRICA., THIS YEAR, THE U.S. PROVIDED OVER $1 BILLION
(MAINLY GRANTS) IN BILATERAL ASSISTANCE.

- WE ARE ALSO THE LARGEST CONTRIBUTOR TO MULTILATERAL INSTI-

'
TUTIONS ASSISTING AFRICA.

- FRANCOIS (MITTERRAND), YOUR PROPOSAL ON DEBT TO THE POOREST
COUNTRIES IS CONSISTENT WITH THE APPROACH OUTLINED BY
SECRETARY BAKER. WE WOULD WANT TO BE SURE TO CONTINUE THE

PRESSURE FOR POLICY REFORM, HOWEVER,

CONPFIDENTTAT




