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-- Italians pleased with arrangments for economic policy
coordination and exchange rate stability.

-- 1Italians supportive on arms control, counter-terrorism,
enforcement resolution on Iran-Iraq as follow-on to
Resolution 598.
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THE PRESIDENT OF THE EUROPEAN COUNCIL IS
WEST GERMAN VICE CHANCELLOR GENSCHER. SEE
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THE EC'S NEﬁ LAND SET-ASIDE PROGRAM WILL ONLY REMOVE ABOUT 1
MILLION HECTARES FROM PRODUCTION OR LESS THAN 1 PERCENT OF
THE EC'S ARABLE LAND. 1IN 1987, THE UNITED STATES REMOVED 29
MILLION HECTARES (69 MILLION ACRES) FROM PRODUCTION, ALMOST
EQUAL TO THE ARABLE LAND AREA OF FRANCE AND SPAIN COMBINED
AND ALMOST 4 TIMES THE ARABLE LAND IN WEST GERMANY.

EVEN WITH THE RECENT REDUCTION IN OUR ACREAGE REDUCTION
PROGRAM (ARP) FOR WHEAT FROM 27.5 TO 10 PERCENT, TOTAL U.S.
WHEAT ACREAGE IDLED IN 1989 WILL BE 20 MILLION ACRES (8
MILLION HECTARES), ALMOST EQUAL TO THE WHEAT ACREAGE IN
FRANCE, SPAIN AND PORTUGAL COMBINED.,

MEANWHILE, EC EXPORT REFUNDS IN 1987 REACHED 9 BILLION ECU
($10.4 BILLION) AND ARE EXPECTED TO HIT 10.4 BILLION ECU in
1988, OVER 10 TIMES THE LEVEL OF U.S. EXPORT SUBSIDY EXPEN-
DITURES.

SINCE DECEMBER 1983, THE UNITED STATES HAS TAKEN STEPS TO
CONTROL MILK OUTPUT BY LOWERING MILK PRICE SUPPORTS BY 15
PERCENT. WE ALSO HAVE REDUCED THE SIZE OF OUR HERDS,
THROUGH THE DAIRY TERMINATION PROGRAM DURING WHICH WE TOOK
ONE AND A HALF MILLION COWS OUT OF PRODUCTION -- A NUMBER
EQUAL TO THE NATIONAL HERDS OF DENMARK AND LUXEMBOURG

COMBINED.
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- THE U.S. ACTIONS ON SUPPORT PRICES AND ARPS INDICATE THE
TRUE DIRECTION OF U.S. POLICY IN AGRICULTURE, AND ARE
CONSISTENT WITH OECD AND PUNTE DEL ESTE COMMITMENTS. WE
REMAIN FUNDAMENTALLY OPPOSED TO SUPPLY CONTROL MEASURES
WHICH AFFECT PRODUCTION AND MARKETING DECISIONS, AND ARE
THEREFORE NOT PREPARED TO CONTINUE TO SEVERELY RESTRICT U.S.
PRODUCTION WHEN THE RESULT WOULD BE A SHRINKING U.S. PRESENCE

IN THE EXPORT MARKET.
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-- We must find cost-effective ways to restrain growth in
social expenditures -~ relying wherever possible on market
incentives ~- while financing them in a way that preserves
work incentives. The most fundamental solution would be
increases in voluntary saving by private individuals.
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