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LOANTAFRENOT DT

MEMORANDUM O CONVERSATION

SUBJECT : Meeting between Howard Baker and
Finance Minister Stoltenbkerqg

PARTLICIPANTS: Gerhard Stoltenberqg, Finance Minister,
Federal Republic of Ge ainy
Jurgen Ruhfus, Ambassador of the Federal
Fepublic ¢f Germany

lioward H. Baker, Jr.
Dan Crippen
Stephen Danzansky, NSC Staff

DATE, TiML

& PIACE: Friday, Februaryv 5, 1988, 10 a.m.,
Senatcr Raker's Office

Cangtor Baker began the meeting with an apology for having to

cancelled the meeting originally set for 11:00 the previous day.
He explained that the President required his presence at one of
several strategy sessions tc plan the next steps following the

clcse vote in the House of Representatives on ccntra aid.

vote the evening prior, and ©~nat - explainec several

legiglative opticons available including amendirg a likely House
bill or. non-lethel &aid, to "i1clude military essistance. He said
tI t the issue was whether tc risk a Senate vete which if lost
could torever dispose of the possibility cof military assistance
or to take the risk and live to fight another day. The President
took the risk and won, although it is still cquite uncert in as to

the directicen wtk ' :th things will take.

A



@+ 1+--parg pres 1ted his views on the international economic
situation. He indicated that as & result of the G-7's intensive
citorts following the Cctcober 19 crash, a great deal of ccordina-
tion was effected. The last couple c¢i w :=ks' results on exchange
rate stability indicate that markets have keccme convinced that
the countries mean business and have succeeded in stabilizing
things. He mentioned his persconal view that a further £fall in
the doller would be extremeliy destabilizing, e view shared in

public statements by Jim Baker.

Minister Stoltenberyg then indicatl 1 that the FRG had dore its

part in implementing the Louvre accord: ity 1987 tax cuts and
stimulus program would raise its deficit as a % of GDF tc about
5.5% which was as high as it should get. He said he will continue
tc watch the situation for an opportunity to promote more growth,
but this needs tc be done consistent with low inflation and

controllable budget deficits.

Qanm~+-p B~~~ jpdicated that the U.S. appreciatecd the FRG's
efrforts ard mentioned speciiically the watter of support f¢
agriculture re Drm in the GATT. Agriculture subsidies have been
cc :ly for &li sides. Stol+~~»~~g agreed and said that bhe hopes
that under FRG leadership the EC will becin to get this reform

etfort (the CAP) further alorng. He thinks he will resclve the

differences with Britain over stabilizers,
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