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nunuing regulatory relief, will provide the policy tramework for
th reduced inflation and increased economic growth.

A SUMMARY OF ECONOMIC CONDITIONS

General economic conditions during 1981 reflected the transitory
ects of the necessary changes in Federal econonnc policies. The
gor elements of the Administration’s ¢cconomic policy are designed
imcrcase long-term cconomic growth and o reduce mflation. Uni-
rmly favorable near-terin cffects were not expected.

The primary redirection of economic policy that affected economic
nditions during the year was the reduction in the growth of the
oney supply relative to the record high rate of growth in late 1980.
1is monelary restraint reduced inflation and short-term interest
tes but also influenced the decline in economic acuvity in late
181

Beginning in late 1979, substantial variability in money growth
tes was associated with unusually large swings i interest rates. By
¢ end of 1980, as a result ol an unprecedented degree of monetary
imulus, interest rates had risen 10 new peaks. In December 1980
e Federal funds rate reached more than 20 percent, the prime rate
as 21% percent, and 3-month Treasury bills had doubled in yield
om their midyear lows. Long-term interest rates had risen by as
uch as 3 full percentage points from their midyear lows.

The rise in interest rates that began in late 1979 gradually pro-
1ced an ever-widening circle of weakness centering on the most in-
rest-sensitive industries, notably homebuilding and motor vehicles.
lling demand for housing and autos gradually affected an increas-
g number of other sectors, ranging from forest products to stecl
id rubber to appliances and home furnishings. The high interest
tes also contributed to a squeeze on farm incomes—already under
essure from weaker farm prices—and weakness in industries and
rvices closely tied to the farm sector.

Excessive monetary expansion in the latter half of 1980 helped to
ive interest rates to record highs. Rates were kept at those levels
r the next 6 months or so by a variety of factors, including the
ansitory impact of the shift to monetary restraint. Rates then fell
-cause of the monetary restraint that characterized Federal Reserve
licy during most of 1981. The high interest rates were an impor-
nt factor in precipitating the downturn in the final quarter of 1981,
hen real output fell ai an annual rate of 5.2 percent.

In short, the conilict between continued expectations of rising in-
ition, based on the history of the last 15 years, and the more recent
onetary restraint explains many recent problems. Continued mone-

tary restraint and a reduction of the within-ye anability of money
growth, however, are necessary both to reduce mnilaton and provide
the basis for sustained economic growti.

PROSPECTS FOR KECOVERY

The series of tax cuts enacted in 1981 provides the foundation for
increased employment, spending, saving, and business investment.
Inflation and short-term interest rates are now substantally lower
than they were at the beginning of 1981. At the time this Report was
prepared, it appeared that the recession which started in"August—as
determined by the National Bureau of Economic Research—will be
over by the second quarter of 1982. This would make it about aver-
age in length for a post-World War Il downturn. Output and em-
ployment are expected to increase slightly in the second quarter and
at a brisk pace through the rest of the year, when growth in output is
expected to be in excess of a 5 percent annual rate. Inflation is likely
to continue to decline and to average about 7 percent for the year,
with further reductions in 1983 and beyond.

The outlook for 1983 and subsequent years is based on continu-
ation of the Administration’s spending, tax, and regulatory policies,
continued monetary restraint, and broader public recognition that
the Administration is committed to each of these key elements of its
program. Prospective budget deficits are a consequence of the differ-
ence in the uming of the spending and tax policy actions, and of the
impact on nominal gross national product growth of continued mon-
etary restraint. Although the prospectuive deficits are undesirably
high, they are not expected to jeopardize the economic recovery
program.

Concerns have been expressed that the Federal Reserve’s targets
for money growth are not compatible with the vigorous upturn in
economic activity envisioned later in 1982. Any such upturn, it is
feared, will lead to a renewed upswing in interest rates and thus
choke off recovery. We believe that such fears, while understandable
on the basis of recent history and policies, are unjustified in light of
curren! policies and the Administration’s determination to carry them
through.

Interest rates, after more than a decade of nsing inflation, contain
sizable premiums to compensate lenders for the anticipated loss in
value of future repayments of principal. It is our estimate, however,
that such premiums will decline over the course of 1982 and beyond.
Such a decline would occur while “real” (inflation-adjusted) interest
rates remain high as a result of private and public sector credit de-
mands even as private saving flows increase. In other words, the









in accordance with the practices, estab-
lished practices, and as Chairman of the
sumrmmnit meeting this year, I must make a
statement summarizing the main points we
have dealt with in the course of the last few
days, and each of my colleagues will in turn
speak to you.

The Ottawa Summit was met at a time of
rapid change and great challenge to world
econormic progress and peace. East-West re-
lations have been affected by the increase
in the armed forces of the U.S.S.R. and its
ever-increasing presence in the world. The
political and economic situation of many
countries has made it difficult for them to
adapt to the new changes. The members of

—the summit meeting have also been victims
of these changes and whatever we have at-
tempted to do in the course of the last
years was not necessarily carried out. We
have had to reexamine the situation and
restructure our activities so that, of course,
there has been some pessimism about this
sumnrmit.

Of course, it seemed to have been a diffi-
cult one but in my dual capacity as a par-
ticipant and Chairman I am able to say,
“No, the pessimists were not justified.” We
have met for many hours, and these con-
tacts, of course, promote mutual trust and
confidence in facing the crises we may have
to—which challenge us. We’ve had very
comprehensive discussions and frank discus-
sions during our meetings. We have not
tried to hide our divergences. We realize
that we are dealing with economies which
have different structures and have different
reactions to the evolving situation. We have
agreed that we could not revitalize our
economies by isolating ourselves from one
another. We have agreed on the fundamen-
tals and realize we must take into account
in our politics the impact it may have on
our partners.

The whole burden of that fight cannot be
made on monetary policy alone. And third,
levels and movements of interest rates in
one country can make life more difficult for
other countries by influencing the exchange
rates. This is something to which we must
all remain sensitive and which we must try
to minimize.

We must also pursue responsible trade
policies. Over the years, as summit part-
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ners, we have warned against succumnbing
to the temptation of protection. These
warnings have served us well. If we had
drifted into protectionism, we might have
conjured up an economic crisis similar to
that of the 1930’s. We have reiterated our
strong commitment to an open, liberal, and
multilateral trading system. We have
agreed to deal with trade distortions. But
we are determined not to lay the burdens
of adjustment at the doorstep of our neigh-
bors. We are looking forward to working
with others on a trade agenda for the
1980s.

I regard this consensus about trade policy
as one of the most important to have
emerged from our meeting, not least for a
major trading nation like Canada.

One of the uncertainties hovering over
this summit was how it would deal with the
North-South relationship. It’s no secret to
anvone that I attach very great importance
to that relationship as an element of funda-
mental equity of mutual interests and bene-
fits, and of global security.

The Ottawa Summit was the first of a
series of important meetings this year
where the North-South relationship will be
at the center of the agenda. It seemed im-
portant to me, therefore, that the signal
emanating from Ottawa should be clear and
that it could be positive. For such a signal
to be persuasive, it had to come from all of
us jointly. That was the purpose of much of
the travel, that as Chairman of this year’s
meetings I undertook in the weeks immedi-
ately preceding the summit.

The world looked to the Ottawa Summit
for some sign of movement, some basis for
hope that progress is possible, that the
logjam can be broken. I'm very pleased
with what we’ve been able to achieve. Qur
discussions showed a common appreciation
of the magnitude of the problem and a
common readiness to respond to it. There is
now a disposition on the part of all summit
countries to pursue any opportunity for
meaningful progress, including what are
known as global negotiations. That openness
to the process of global negotiations repre-
sents a consensus which did not exist before
our summit and seemed very remote not
too many months ago.

The message we send from this meeting
to the developing countries is the following:
First. we respect your independence and
support genuine nonalignment as a contri-
bution to international peace and stability
and as a basis for cooperation. Second, we
look to you to play a full part in the interna-
tional economic system and to become
closely integrated to it. Third, we are ready
to participate with you in preparations for a
process of global negotiations. Fourth, we
appreciate the problems of energy supply
which you are encountering and are pre-
pared to join with the surplus oil-exporting
countries in examining how best we might
jointly help you in developing your indig-
enous energy reserves. Five, we recognize
the importance of more food production in
your countries and of greater world food
security and will try to make increased re-
sources available for these purposes. S5ix, we
will maintain our strong multilateral com-
mitment to the international financial insti-
tutions and to the role they have played in
alleviating the problems of development.
And lastly, we will direct the major portion
of our aid to the poorer countries.

On the occasion of this year’s summit
meeting, it seemed to us we could not
ignore the fact that the strengthening of
the armed forces in the Soviet Union has
had an impact on the resources of our coun-
try and on the orientations which we have
had to follow. We are convinced of the
need for a strong defense capability, but
we're also open to the possibility of dialog
and negotiation with the Soviet Union, par-
ticularly as regards the nuclear armaments
and security with less armaments and di-
minished cost.

I should wish, in conclusion, as Prime
Minister of Canada, to say that we were
very happy to be the host nation of this
summit meeting. 1 am particularly grateful
to all those who have accepted the chal-
lenge for this great endeavor and have pro-
vided the maximum of effort in assuring
success. May 1 be permitted also to express
deep gratitude to my colleagues at this
table for having made my task so easy and
to wish them Godspeed as they return to
their own countries.

I will now call on the President of the
United States, President Reagan.

President Reagan. Prime Minister Tru-
deau, 1 am sure 1 speak for all of us in
thanking you for the welcome we've had
and the hospitality that we’ve enjoyed
during our 2 days together in Montebello.
Merci. You've been a most gracious host,
and my fellow countrymen and I shall long
be grateful.

Not long ago, the conventional wisdom
was that our seven nations were more
sharply divided than any time in years.
Only three of us had attended an economic
summit before, and the rest of us are still in
the first grade, the first-year class.

To the outside world this looked like it
would be a difficult summit. Inflation rates
are running at incredible levels. Unemploy-
ment, I should say, disrupts the lives of mil-
lions of people, and new fears of protection-
ism are sweeping across our continents. The
agenda of Montebello represented an enor-
mous challenge for all of us. The true meas-
ure of these past 2 days, days filled with
candid but always friendly talks, is that we
leave with a true sense of common under-
standing and common purpose. We've dis-
cussed at great length how each one of us is
addressing economic problems at home
while working in concert to assure that we
are sensitive to the impact of our actions
upon our partners,

I'm grateful to the other leaders here for
their degree of understanding and support
for the economic policies we’re embarked
upon in the United States. We have also
resolved that we shall resist protectionism
and support an open, expanding system for
multilateral trade. And, as you have been
told by the Prime Minister, we shall work
together in helping the developing nations
move toward full partnership in that
system.

As Chancellor Schmidt has told us, our
unity in economic matters is the best insur-
ance we have against a return to the dis-

astrous “beggar-thy-neighbor” policies of
another era. Economic unity and political
unity are two great goals we must continue
to pursue. All our nations share democratic
insitutions based on a belief in hurnan digni-
ty, freedom, and the preeminence of the
individual. I believe that we depart with
fresh confidence and optimism about the
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future of democratic values and our soci-
eties.

Many uncertainties still lie ahead; much

remains to be done. But. as an American, 1
would like to recall for vou an inspiring
story of my native land. It’s the story of
voung Franklin Roosevelt, who was struck
down by polio in the prime of life and then,
struggling to cover and to scale new
heights. I mention it because much of that
struggle took place on a little island not too
far from here in New Brunswick, Canada,
and the story is remembered by a very ap-
propriate title, “Sunrise at Campobello.”
— Now, today, as we leave Montebello, 1
Just can’t resist the suggestion that over the
past few years our nations have suffered
from an affliction too, an economic afflic-
tion. I hope sometime in the future people
will look back and say that here, in these
talks, we began to put our nations back on
the road to economic recovery and that a
new Sun rose at Montebello.

That is a hope I know all of us share.
Thank you very much.

Prime Minister Trudeau. Thank you,
President Reagan. I now give the floor to
the President of the French Republic, Presi-
dent Mitterrand.

President Mitterrand. 1, too, would like to
express my thanks to Mr. Pierre Elliott Tru-
deau, Prime Minister, and 1 would like to
thank the Canadian Government for their
excellent welcome and for the very favora-
ble conditions under which the Ottawa or
Montebello Summit was carried out. These
conditions were so favorable that we were
able to progress, to achieve work, and even
to achieve some conclusions.

You know that France has an original
policy, a new policy, if you like, within this
framework, as compared to the theme gen-
erally put forward. Now, I call this an origi-
nal policy. It is our own peculiar policy. We
have our own objectives, and it was impor-
tant for us to see whether it was possible—
and I had no doubt this was possible—for us
to fulfill this policy in harmony with the
others. By the others, I mean our main
partners, those represented here and a few
others as well. This has been possible partly
because everybody participated, partly be-
cause everybody has realized what ele-
ments in our own policies can harm other
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countries’ policies and what must. there-
fore. be set aside.

We have all realized what can be favora-
ble to our common success and should, thus,
be supported. But this has succeeded also
because France is in favor of solidarity. We
support, first of all, our friends. We think of
history—particularly the history of the past
half century in which we have seen disrup-
tions. crises, and war—and we, thus, are
united behind a certain number of funda-
mental changes, particularly freedom—free-
dom concerning the international level and
freedom concerning democracy and demo-
cratic values within each of our countries.

We stand solidly behind our friends, and
we also fully support those who, without
being represented here, have been kept in
mind in many of our discussions, and in
many, in fact, of our decisions. I'm thinking
more particularly of the countries of the
Third World, more particularly the poorer
among the countries of the Third World.

Right from the beginning, I wanted to
emphasize the fact that we have to cooper-
ate, to restrict as much as possible erratic
exchange rates in our currencies, and to
avoid as much as possible, as well, high in-
terest rates. This is not a French problem; it
is a European problem. In fact, I can say
that this is a worldwide problem. I can say
this taking into account possible conse-
quences of present trends.

If you have a look at the text of our com-
munique, you will see that there are a cer-
tain number of points being put forward
concerning these issues. Similarly, right
from the start, our position was in favor of
everything that is able to bring down pro-
tectionism provided, of course, that right
from the start we are all familiar with the
whole set of existing mechanisms—mecha-
nisms which mean that here and there pro-
tectionism is much too present.

Concerning trade with East bloc coun-
tries, as the communique says, a new exami-
nation of the situation will be carried out
shortly. 1 have expressed the hope that,
concerning this issue as concerning all the
others, we take stock very precisely of the
state of trade with those countries and that
we take stock of the strategic consequences
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that might arise. This is also a point includ-
ed in the communigue.

In addition to this, priority had to be
given during our talks to a policy towards
countries of the Third World, what we call
North-South relations. This is necessary not
simply because it is our duty, but also be-
cause it is in our own interest. We must be
distrustful of any attitude that I would term
paternalistic. It is when we will be able to
expand trade on stable bases, when we will
be able to stabilize raw material prices—
once this is done—it will be possible for
those countries to set up lasting develop-
ment plans. And once they have done this,
we, the industrialized countries, will be anle
to fulfill our tasks.

And I think that along the lines of what
we call the energy affiliate and along the
lines of global negotiations which will be
referred to again at Cancin, and also con-
cerning international relations, I would say
that on all these points progress has been
achieved. We have been able to outline our
objectives clearly.

And then, particularly during our infor-
mal meetings, we discussed problems con-
cerning international relations, concerning
the balance of forces. The position of
France has always been as follows: equilibri-
um above anything else. Of course, equilib-
rium has to dominate not simply the matter
of forces, but it should determine the
nature, the type of negotiation to be
opened up—the aim being to ensure
disarmament and peace.

In conclusion, I would like to say that in
Paris, or perhaps I should say in France, the
next summit will be held. As you know, we
have reached the end of a first cycle here
in Canada. This was the seventh summit. So
a new cycle of such summit meetings will
begin, and I am very happy that the first
element, the first step in this cycle, will
take place in France. I will be happy to
welcome there, my friends and partners,
gathered here today. And since it is my
task, I will continue to put forward and
defend the interests of my country, but I
will make sure that the summit of the in-
dustrialized countries will make it possible
for us to continue along the path of under-
standing of our common interests and of
our common tasks.

Thank you, very much. Thank vou, Mr.
President.

Prime Minister Trudeau. The Chancellor
of the Federal Republic of Germany, Chan-
cellor Schmidt, now has the floor.

Chancellor Schmidt. Thank you, Mr.
Chairman, ladies and gentlemen. First of
all, I, too, would like to thank you very
warmly for the welcome, the hospitality of
yvour country, and for the way you have
acted as Chairman. You have been a very
fair, very just Chairman. Thank you very
much, Mr. Trudeau.

I think thut we have found many areas in
which we have been able to agree, and
there were also many other areas or sectoers
in which close cooperation is possible and in
which 1 think we can achieve or have al-
ready achieved a compromise. We have all
expressed o:r desire to fight inflation and
unemployment and to achieve competent
and strong world trade and world economy.

I would like to stress these points because
this time, even more so than in the past,
the countries were represented by heads of
state who use different economic policies or
recipes, if I can call them this, in their own
countries, in the range between monetar-
ism and Keynesian theory.

I would like to bring up four points. First-
lv, the main role played by trade policy. We
agreed here that we do not wish to adopt
any policies that take account only of na-
tional goals and do not take account of the
repercussions they may have on the world
economy. We do not wish to pursue such
national policies.

I'd like to refer you to points 21 through
24 of the communique more particularly.
We all face considerable pressure towards
protectionism in our own governments, and
we have all here expressed the desire to
avoid such protectionism with a view to
maintaining the strength and freedom of
world trade

Secondly, another important subject was
that concerning the problems caused by
high interest rates. We had a very detailed
and interesting discussion without any accu-
sations from one of the other parties, and
several participants mentioned what nega-
tive repercussions a longlasting, high inter-
est rate would have on their national econo-
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mies. This is true in any case for the
German economy, particularly if you keep
in mind the fact that the European econo-
mies have already been more strongly af-
fected by the second oil price rise than was
expected a couple of years ago.

We also welcome the fact that the United
States of America has expressed the inten-
tion to do their very best to bring down
these high interest rates. President Reagan,
too, has told us that the American economy
is also suffering from high interest rates.

It has not yet been able to see whether
the fight against inflation in the United
— States might take certain different paths,
which is why I have had to point out that
my government, when I go back to Bonn,
will begin to take certain decisions concern-
ing the fact that, unfortunately for the time
being, we will still have to deal with high
interest rates and that we will thus have to
take certain measures.

The third point, North-South relations, 1
would like to emphasize what Prime Minis-
ter Trudeau said a moment ago, and I
would like to sav, quite clearly, that we
have full respect towards truly nonaligned
countries, towards genuine nonalignment,
which we consider to be an essential ele-
ment of stability throughout the world.

I would also like to announce that the
Federal Government in Bonn will support
the organization of global negotiations in
the near future. I am happy that we have
already been able to hold discussions on the
upcoming summnit in Cancin.

Fourthly, 1 would like to emphasize the
importance of the exchange of views involv-
ing the basic agreement concerning East-
West relations where we are talking about
equilibrium in military forces, dialog, and
preparedness to cooperation. An exchange
of views about present-day problems, about
arms limitation and arms control, more par-
ticularly, were particularly important to me.

And 1 was also very much interested in
the exchange of views about the present-
day situation in the Middle East. We have
expressed the common desire to see peace
be established in that part of the world in
the near future. We all want the vicious
circle of the use of violence in that part of
the world to be ended.
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In conclusion, 1 would like to thank very
warmly President Reagan, President Mitter-
rand, my colleagues Prime Minister Thatch-
er, Mr. Spadolini, Mr. Suzuki, and more par-
ticularly, to our host, Prime Minister Pierre
Trudeau. 1 would like to thank you all for
the openness, the frankness with which vou
all spoke.

As far as I am concerned, 1 have been
very much enriched by this summit meet-
ing, and 1 have to say that I'm happy to
note that we have become better acquaint-
ed and that we are all determined not to
accept that we should act without taking
account of each other’s problems. But quite
on the contrary, we have said strongly that
we will take into account everybody else’s
interests and problems. These are two es-
sential points for me.

Thank you.

Prime Minister Trudeau. Thank vou very
much, Chancellor. From Great Britain,
Prime Minister Thatcher.

Prime Minister Thatcher. Mr. Chairman,
can I join my colleagues in paying a very
warm tribute to your skilled chairmanship
and thorough preparations. I think our suc-
cess at this summit owes a great deal to
those two things. I'd like also to say thank
you to our Canadian hosts for the excellent
arrangements they made, both in Monte-
bello and in Ottawa.

It is my third economic summit. And over
that period, we’ve increasingly given time
in our discussions to the major political
issues of the day such as Afghanistan and
the Middle East, as well as to the economic
problems that face us. I think this develop-
ment reflects reality, because political issues
and economic matters can’t be isolated
from one another and treated separately.
They interact at every level, national and
international. And I think this reality was
recognized more at this summit than at any
other. And the result, I think, was a work-
manlike, balanced discussion which compre-
hended all of the major problems, whether
economic or political, that face the Western
world.

On these substantive issues, I'd like to
confine my comments to four points: First,
the world economy. At the last two summits
in Tokyo and Venice, our work was domi-
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nated by the impact of the second oil price
shock on the world economy. We then con-
sidered the impact it would have and how
we should react to it. This time, of course,
we met in the trough of the recession
which that shock produced. But we've had
to look at the whole range of economic
questions, at the twin evils of inflation and
unemployment, the need to adopt our
economies and attitudes in order to beat
unemployment, and of monetary disorders
producing high interest rates and volatile
exchange rates.

We all agreed on the need to fight infla-
tion as the precondition for defeating un-
employment as you have emphasized, Mr.
Chairman, and on the need for low mone-
tary growth, on the need for containing
public borrowing, and for tight control of
government expenditure. We are all giving
effect to these principles in our own poli-
cies according to our own different circum-
stances.

Now, the second substantive issue on
which I'd like to comment is developing
countries. I think 1 take away three salient
thoughts from our discussions on relations
with developing countries. The first is that
we share many of the problems of the
world economy with them—the need to de-
velop energy resources, to encourage in-
vestment, to fight inflation and unemploy-
ment, and to expand trade. All of these
things we share with them. The second
thing that we share is that we welcome
discussion with them in whatever ways or
groups are useful. And the third is, we must
pay particular regard to the needs of the
poorer countries. We agreed to direct a
major portion of our aid to the poorer coun-
tries, and I would like to stress that the
United Kingdom has a particularly good
record on that.

Thirdly, a few comments about the
Middle East. We have been meeting in the
shadow of a further outbreak of fierce fight-
ing in the Middle East. Once again, the
unfortunate people of Lebanon are bearing
the brunt of a conflict that is not of their
seeking. And whatever any of us may think
about the causes, we all agree on the need
for an urgent cease-fire in Lebanon, for an
end to the loss of innocent civilian life there
and, above all, for a solution to the conflict

between Arabs and Israel from which this
violence flows. In the United Kingdom, we
shall continue to use all our influence for
this purpose.

And the last issue on which I'd like to
comment—FEast-West relations. We dis-
cussed this scene and the concern that we
all feel about the extent of the Soviet mili-
tarv threat to our interests. Speaking for
Britain, I've been heartened by the
strength of common purpose that 1 sensed
in our discussions. We all agreed, and we
agreed with real determination, on the
need to maintain a strong defense capabili-
ty and to iusist on the need for military
balance. Of course, that goes hand-in-hand
with our readines: to negotiate arms control
agreements ihat will ensure genuine secu-
rity at a lower level of weaponry and re-
sources.

So, Mr. Chairman, our discussions have
linked the two aspects of the preservation
of the free world and the free market econ-
omy which sustains it, namely, defense and
the maintenance of peace and the health
and soundness of the world economy. Alto-
gether, a very successful summit on which
you, Mr. Chairman, and Canada deserve
our thanks and congratulations.

Thank you.

Prime Minister Trudeau. Ms. Thatcher,
thank you. 1 will now call on the Prime
Minister of Japan, Prime Minister Suzuki.

Prime Minister Suzuki. Thank you, Mr.
Chairman. For this most successful conclu-
sion of this Ottawa Summit, we are indebt-
ed to the outstanding chairmanship of
Prime Minister Trudeau and the most gen-
erous cooperation by the Government of
Canada. I am grateful, Mr. Prime Minister,
beyond expression.

The fundamental task of summitry, par-
ticularly this summit, is for us to deal with
political and economic difficulties that
threaten the peace and the prosperity of
the world. It is in this sense that as the sole
representative having crossed the Pacific
Ocean to join this summitry, to say that the
nations of Asia and the Pacific also have
much expectation of and interest in this
summmit.

Now, as regards the fruits of this summit,
there have been many fruits—on East-West
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relations, North-Scuth issues, and various
problems that face all of us in the West
within us. We have committed ourselves
and expressed this commitment that we
should tackle these problems with a
common perception and sense of common
objectives in a way that befits our respec-
tive nations and its strength and circum-
stances.

Another fruit is that we have felt strongly
that we should demonstrate that the West-
ern political, economic, and social institu-
tions are superior to those in the East. And
also to step up our cooperation with the
Third World and pledging ourselves to the

“steadfast maintenance of free trade institu-
tions is a most important fruit out of this
summit. I believe this is indeed the niessage
from Ottawa to the world.

Our participants have expressed our soli-
darity and cooperation and this strong ex-
pression, I believe, is a most valuable and
irreplaceable achievement of this summit.

Above all, I am satisfied that we have
been able to build friendship and mutual
confidence among us, the leaders of these
summit nations. .

The North-South question was an impor-
tant item on our agenda. We have been
united in recognition that our interdepend-
ence in international community is becom-
ing more important than ever, and we have
committed to further expand official devel-
opment assistance.

In conclusion, I would like to say that for
this most successful summit conference, I
am again grateful to Prime Minister Tru-
deau personally and to the people of
Canada for their most generous support and
cooperation and, with that note of thanks, I
would like to conclude my comments.

Thank you.

Prime Minister Trudeau. 1 now give the
floor to the President of the Council of the
Italian Republic, Mr. Spadolini.

Prime Minister Spadolini. The Govern-
ment of the Italian Republic is very grateful
to the Canadian Government and in partic-
ular to Prime Minister Trudeau, who was
the animator and coordinator of our discus-
sion, for the perfect organization of this
summit meeting of the main industrial
countries of the Western world—a summit
meeting which has coincided with one of
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the most difficult periods of the Western
industrial countries and after many events
which have affected our countries, which
has had an impact on all our countries and
which have made it necessary to search for
new points of view and coordinated views.

In this case, also, as in the past, the work
of the summit meeting developed in a spirit
of civil and constructive confrontation and a
frame of tolerance and a mutual under-
standing within a frame of a common un-
derstanding of our pluralistic, complex soci-
ety. which is shaken by serious events. In a
short period of time, the societies we have

~constructed on the basis of a reliance on

and a firm belief in our values ..ave gone
over to uncertainty and doubt. And it is our
responsibility to interpret and to under-
stand the reasons for these upheavals,
which are affecting the very foundation of
our societies, in order to revitalize our soci-
eties and to broaden consensus and trust in
our political democratic institutions based
on stability of our economy and the social
progress.

The Italian Government has explained its
own policy in the field of economics, and
social policies as well, which is aimed at
controlling inflation through a range of ini-
tiatives and activities aimed at reducing the
cost—government costs—and conciliating
the interests of unions and management,
just as all of the nations participating in
these matters. We are convinced that we
must defeat this monster of inflation and
unemployment since they absorb ever-in-
creasing resources and leave very little
room for productive investments.

We consider it very significant that the
joint communique refers explicitly to the
common desire of the seven governments
that the fluctuations of interest rates cause
difficulties for other countries in pursuing
their affairs. The problem of foreign ex-
change and stability of markets is consid-
ered very important for the proper and
consistent development of our economies.

We have also dealt with the problems of
energy and the dialog—the North-South
dialog. We have emphasized our interest in
developing alternative sources of energy,
starting with nuclear energy.
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As regards the problems affecting our so-
cieties, many derived from the need to find
a common measure between industrialized
countries and developing countries, mindful
of the mutual interdependence of the
summit, has made forward progress in this.
We are well aware that developing coun-
tries, that is to sav, the Third World, their
public debt has reached proportions which
can no longer be sustained, and therefore,
there is an urgent need to provide aid to
those countries so that they will not be bur-
dened with further debts. And we have
given appropriate priority to the harmoni-
ous development of relations between the
North and South. And if we forego this
need, we woculd be abdicating our own re-
sponsibility as regards peoples who are
faced with those problems of underdevelop-
ment and hunger. That is why we have
proposed that Italy should assume, as soon
as possible, in concert with the European
economy, the development of specific pro-
posals for action in the field of food and
agriculture, in coordination with the inter-
national agencies in Rome and that
should—priority interest should be devoted
to those countries. One of the results of our
summit meeting has been to unite our
bonds even stronger on the basis of effec-
tive common activities and pursuits beyond
all rhetoric and ritual. And this is a battle
which, as Chancellor Schmidt indicated, is
of essential importance.

Italy reaffirms, just as France, as Prime
Minister Mitterrand, its solidarity with the
Western powers in the knowledge and that
there is a close link between Europe and
the United States, and this has been again
confirmed by President Reagan. And we
may say that this is a great satisfaction for
us to observe that we have—there are
many common points on which we have
agreed—social justice, international peace,
and other items are all indivisible problems
for us.

Prime Minister Trudeau. 1 now give the
floor to the President of the European
Community, Mr. Gaston Thorn.

President Thorn. Thank you, Mr. Chair-
man. I'm sure it’s no exaggeration to be the
seventh to thank you. And I would like to
say that the heads of state and of govern-
ments represented here have decided to

start up a new cycle, a second cycle of sum-
mits. And thev have done so because the
results quite justify such a second cycle.
This is because the conference was very
well prepared, of course, and also because
the welcome extended by Canada and the
beautiful site at which the conference took
place favored such success. Moreover,
Prime Minister Trudeau had taken up the
pilgrim staff and had made sure that de-
bates be restricted as much as possible, that
as many results be achieved as possible.

Speaking on behalf of the Community, on
behalf of the Commission of the European
Communities, I'm not speaking at the same
level anc not speaking on behalf—for exam-
ple, I'm nct wishing to take the place of
Mrs. Thatcher, who’s President of the
Council at the time being.

But I would like to say that the Commu-
nity, particularly countries not represented
at the summit, wish to be heard, wish to
speak. And we have been heard. It has
been sufficiently often said that times are
very hard. They are particularly hard for
the European Community. Why is this so?
Well, because in terms of trade, we are
more vulnerable than anybody else—we
depend much more on foreign trade—and
also because, in monetary terms, our
interdependence is greater and, thus, per-
haps we suffer more greatly from the reper-
cussions of policies carried out in other in-
dustrialized countries. Moreover, perhaps
our commiiment is greater towards the
Third World, since we are committed to the
Lomé Convention, for example, which
binds us to a large number of Third World
countries.

It has been said that it was important for
us to get to know each other. It was par-
ticularly important through personal con-
tact to become aware of the limits of every-
body, to understand why perhaps each of us
have adopted somewhat different attitudes.
I think that once this understanding exists,
there should no longer be any unclarity
among ourselves. We understand the essen-
tial points. We agree, although we do, all of
us, understand that sometimes we have to
act differently. We agree that trade at the
world level must remain open, that protec-
tionism is something we all should avoid, it
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United States-Soviet Summit in Geneva

Joint Statement.  November 21, 1985

Bv mutual agreement, President of the
United States Ronald Reagan and General
Secretary of the Central Committee of the
Communist Partv of the Soviet Union Mik-
hail Gorbachev met in Geneva November
19-21. Attending the meeting on the U.S.
side were Secretary of State George Shultz;
Chief of Staff Donald Regan; Assistant to
the President Robert McFarlane; Ambassa-
dor to the USSR Arthur Hartman; Special
Advisor to the President and the Secretary
of State for Arms Control Paul H. Nitze;
Assistant Secretary of State for European
Affairs Rozanne Ridgway; Special Assistant
to the President for National Security Af-
fairs Jack Matlock. Attending on the Soviet
side were Member of the Politburo of the
Central Committee of the CPSU, Minister
of Foreign Affairs E. A. Shevardnadze; First
Deputy Foreign Minister G. M. Korniyenko;
Ambassador to the United States A. F. Do-
brynin; Head of the Department of Propa-
ganda of the Central Committee of the
CPSU, A. N. Yakovlev; Head of the Depart-
ment of International Information of the
Central Committee of the CPSU L. M. Za-
myatin; Assistant to the General Secretary
of the Central Committee of the CPSU, A.
M. Aleksandrov.

These comprehensive discussions covered
the basic questions of U.S.-Soviet relations
and the current international situation. The
meetings were frank and useful. Serious dif-
ferences remain on a number of critical
issues.

While acknowledging the differences in
their systems and approaches to interna-
tional issues, some greater understanding of
each side’s view was achieved by the two
leaders. They agreed about the need to im-
prove U.S.-Soviet relations and the interna-
tional situation as a whole.

In this connection the two sides have con-
firmed the importance of an ongoing dia-
logue, reflecting their strong desire to seek
common ground on existing problems.

They agreed to meet again in the nearest
future. The General Secretary accepted an
invitation by the President of the United
States to visit the United States of America

and the President of the United States ac-
cepted an invitation by the General Secre-
tarv of the Central Committee of the CPSU
to visit the Soviet Union. Arrangements for
and timing of the visits will be agreed upon
through diplomatic channels.

In their meetings, agreement was
reached on a number of specific issues.
Areas of agreement are registered on the
following pages.

SECURITY

The sides, having discussed key security
issues, and conscious of the special responsi-
bility of the USSR and the U.S. for main-
taining peace, have agreed that a nuclear
war cannot be won and must never be
fought. Recognizing that any conflict be-
tween the USSR and the U.S. could have
catastrophic consequences, they empha-
sized the importance of preventing any war
between them, whether nuclear or conven-
tional. They will not seek to achieve mili-
tary superiority.

NUCLEAR AND SPACE TALKS

The President and the General Secretary
discussed the negotiations on nuclear an

space arms.

.| They agreed to accelerate the work at

/[these negotiations, with a view to accom-
plishing the tasks set down in the Joint U.S.-
Soviet Agreement of January 8, 1985,
namely to prevent an arms race in space
and to terminate it on earth, to limit and
reduce nuclear arms and enhance strategic
stability.

Noting the proposals recently tabled by
the U.S. and the Soviet Union, they called
for early progress, in particular in areas
where there is common ground, including
the principle of 50% reductions in the nu-
clear arms of the U.S. and the USSR appro-
priately applied, as well as the idea of an
interim INF agreement.

During the negotiation of these agree-
ments, effective measures for verification of
compliance with obligations assumed will
be agreed upon.

Risk REpucTiON CENTERS

The sides agreed to study the question at
the expert level of centers to reduce nucle-
ar risk taking into account the issues and
developments in the Geneva negotiations.
They took satisfaction in such recent steps
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in this direction as the modernization of the
Soviet-U.S. hotline.

NUCLEAR NON-PROLIFERATION

General Secretary Gorbachev and Presi-
dent Reagan reaffirmed the commitment of
the USSR and the U.S. to the Treaty on the
Non-Proliferation of Nuclear Weapons and
their interest in strengthening together
with other countries the non-proliferation
regime, and in further enhancing the effec-
tiveness of the Treaty, inter alia by enlarg-
ing its membership.

They note with satisfaction the overall
positive results of the recent Review Con-
ference of the Treaty on the Non-Prolifera-
tion of Nuclear Weapons.

The USSR and the U.S. reaffirm their
commitment, assumed by them under the
Treaty on the Non-Proliferation of Nuclear
Weapons, to pursue negotiations in good
faith on matters of nuclear arms limitation
and disarmament in accordance with Arti-
cle VI of the Treaty.

The two sides plan to continue to pro-
mote the strengthening of the International
Atomic Energy Agency and to support the
activities of the Agency in implementing
safeguards as well as in promoting the
peaceful uses of nuclear energy.

They view positively the practice of regu-
lar Soviet-U.S. consultations on non-prolif-
eration of nuclear weapons which have
been businesslike and constructive and ex-
press their intent to continue this practice
in the future.

CHEMICAL WEAPONS

In the context of discussing security prob-
lems, the two sides reaffirmed that they are
in favor of a general and complete prohibi-
tion of chemical weapons and the destruc-
tion of existing stockpiles of such weapons.
They agreed to accelerate efforts to con-
clude an effective and verifiable interna-
tional convention on this matter.

The two sides agreed to intensify bilateral
discussions on the level of experts on all
aspects of such a chemical weapons ban,
including the question of verification. They
agreed to initiate a dialogue on preventing
the proliferation of chemical weapons.

MBFR

The two sides emphasized the impor-
tance they attach to the Vienna (MBFR)
negotiations and expressed their willingness

amato work for positive results.

CDE

Attaching great importance to the Stock-
holm Conference on Confidence and Secu-
rity Building Measures and Disarmament in
Europe ard noting the progress made
there, the two sides stated their intention to
facilitate, together with the other partici-
pating states, an early and successful com-
pletion of the work of the conference. To
this end, thev reaffirmed the need for a
document which would include mutually
acceptable confidence and security building
measures and give concrete expression and
effect to the principle of non-use of force.

PROCESS OF DIALOGUE

President Reagan and General Secretary
Gorbachev agreed on the need to place on
a regular basis and intensify dialogue at var-
ious levels. Along with meetings between
the leaders of the two countries, this envis-
ages regular meetings between the USSR
Minister of Foreign Affairs and the U.S. Sec-
retary of State, as well as between the
heads of other Ministries and Agencies.
They agres that the recent visits of the
heads of Ministries and Departments in
such fields as agriculture, housing and pro-
tection of the environment have been
useful.

Recognizing that exchanges of views on
regional issues on the expert level have
proven useful, they agreed to continue such
exchanges on a regular basis.

The sides intend to expand the programs
of bilatera! cultural, educational and scien-
tific-technical exchanges, and also to devel-
op trade and economic ties. The President
of the United States and the General Secre-
tary of the Central Committee of the CPSU
attended the signing of the Agreement on
Contacts and Exchanges in Scientific, Edu-
cational and Cultural Fields.

They agreed on the importance of resolv-
ing humanitarian cases in the spirit of coop-
eration.

They believe that there should be greater
understanding among our peoples and that
to this end they will encourage greater
travel and people-to-people contact.

NORTHERN PACIFIC AIR SAFETY
The two leaders also noted with satisfac-
tion that, in cooperation with the Govern-
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ment of Japan, the United States and the
Soviet Union have agreed to a set of meas-
ures to promote safety on air routes in the
North Pacific and have worked out steps to
implement them.

CIvVIL AVIATION/CONSULATES

They acknowledged that delegations from
the United States and the Soviet Union
have begun negotiations aimed at resump-
tion of air services. The two leaders ex-
pressed their desire to reach a mutually
beneficial agreement at an early date. In
this regard, an agreement was reached on
the simultaneous opening of Consulates
General in New York and Kiev.

ENVIRONMENTAL PROTECTION

Both sides agreed to contribute to the
preservation of the environment—a global
task—through joint research and practical
measures. In accordance with the existing
U.S.-Soviet agreement in this area, consulta-
tions will be held next year in Moscow and
Washington on specific programs of coop-
eration.

EXCHANGE INITIATIVES

The two leaders agreed on the utility of
broadening exchanges and contacts includ-
ing some of their new forms in a number of
scientific, educational, medical and sports
fields (inter alia, cooperation in the develop-
ment of educational exchanges and software
for elementary and secondary school in-
struction; measures to promote Russian lan-
guage studies in the United States and Eng-
lish language studies in the USSR; the
annual exchange of professors to conduct
special courses in history, culture and eco-
nomics at the relevant departments of
Soviet and American institutions of higher
education; mutual allocation of scholarships
for the best students in the natural sciences,
technology, social sciences and humanities
for the period of an academic year; holding
regular meets in various sports and in-
creased television coverage of sports
events). The two sides agreed to resume
cooperation in combatting cancer diseases.

The relevant agencies in each of the
countries are being instructed to develop
specific programs for these exchanges. The
resulting programs will be reviewed by the
leaders at their next meeting.
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FusioN RESEARCH

The two leaders emphasized the potential
importance of the work aimed at utilizing
controlled thermonuclear fusion for peace-
ful purposes and, in this connection, advo-
cated the widest practicable development
of international cooperation in obtaining
this source of energv, which is essentially
inexhaustible, for the benefit for all man-
kind.

questions will be continued here in Geneva
by our representatives. We've also going to
seek new kinds of developing bilateral
Soviet-American relations. And also we're
going to have further consultations on sev-
eral important questions where, for the
most part, our positions, again, are com-
pietely different. All this, we consider these
forthcoming talks to be very, very useful

But the significance of everything which
we have agreed with the President can
only, of course, be reflected if we carry it
on into concrete measures. If we really
want to succeed in something, then both
sides are going to have to do an awful lot of
work in the spirit of the joint statement
which we have put out. And in this connec-
tion, I would like to announce that the
Soviet Union, for its part, will do all it can
in this cooperation with the United States of
America in order to achieve practical re-
sults to cut down the arms race, to cut
down the arsenals which we’ve piled up,
and produce the conditions which will be
necessary for peace on Earth and in space.

United States-Soviet Summit in Geneva

Remarks on Issuing a Joint Statement.
November 21, 1985

General Secretary Gorbacher. You've al-
ready been handed the joint statement. The
President and I have done a huge amount
of work. We've gone into great detail;
we’ve reallv done it in depth. And we’ve
done it totally openly and frankly. We've

discussed several most important issues. The We make this anpqqncement perfectly
relations between our two countries and : : aware of our responsibility both to our own
the situation in the world in general people and to the other peoples of the

Earth. And we would very much hope that
we can have the same approach from the
administration of the United States of
America. If that can be so, then, the work
that has been done in these days in Geneva
will not have been done in vain.

I would like to finish by thanking most
profoundly the Government of Switzerland
for the conditions which they’ve created for
us to be able to work.

Thank you for attention.

The President. President Furgler, General

"7 Secretary Gorbachev, may I express Nancy’s
and my deep personal appreciation and
that of all Americans to the people of Swit-
zerland for welcoming us so warmly and
preparing the foundations for productive
discussions. Yours is a long and honorable
tradition of promoting international peace
and understanding. You should take pride
in being the capital for international discus-
sions. So, again, to the Government of Swit-
zerland and to the citizens of Geneva,
many, many thanks. :

We've packed a lot into the last 2 days. I
came to Geneva to seek a fresh start in
relations between the United States and the

4

todav—these are issues and problems the
solving of which in the most concrete way
is of concern both to our countries and to
the peoples of other countries in the world.

We discussed these issues basing our dis-
cussions on both sides’ determination to im-
prove relations between the Soviet Union
and the United States of America. We de-
cided that we must help to decrease the
threat of nuclear war. We must not allow
the arms race to move off into space, and
we must cut it down on Earth.

It goes without saying that discussions of
these sort we consider to be very useful,
and in its results you find a clear reflection
of what the two sides have agreed together.
We have to be realistic and straightforward
and, therefore, the solving of the most im-
portant problems concerning the arms race
and increasing hopes of peace, we didn’t
succeed in reaching at this meeting.

So, of course there are important dis-
agreements on matters of principle that
remain between us; however, the President
and I have agreed that this work of seeking
mutually acceptable decisions for these
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Soviet Union, and we have done this. Gen-
eral Secretary Gorbachev and I have held
comprehensive discussions covering all ele-
ments of our relationship. I'm convinced
that we are heading in the right direction.
We've reached some useful interim results
which are described in the joint statement
that is being issued this morning.

In agreeing to accelerate the work of our
nuclear arms negotiators, Mr. Gorbachev
and I have addressed our common responsi-
bility to strengthen peace. I believe that we
have established a process for more inten-
sive contacts between the United States and
the Soviet Union. These 2 days of talks
should injeci a certain momentum into our
work on the issues between us, a momern-
tum we can continue at the meeting that
we have agreed on for next year.

Before coming to Geneva, 1 spoke often
of the need to build confidence in our deal-
ings with each other. Frank and forthright
conversation at the surnmit are part of this
process, but I'm certain General Secretary
Gorbachev would agree that real confi-
dence in each other must be built on deeds,
not simply words. This is the thought that
ties together all the proposals that the
United States has put on the table in the
past, and this is the criteria by which our
meetings will be judged in the future.

The real report card on Geneva will not
come in for months or even years, but we
know the questions that must be answered.
Will we join together in sharply reducing
offensive nuclear arms and moving to non-
nuclear defensive strengths for systems to
make this a safer world? Will we join to-
gether to help bring about a peaceful reso-
lution of conflicts in Asia, Africa, and Cen-
tral America so that the peoples there can
freely determine their own destiny without
outside interferencer Will the cause of lib-
erty be advanced, and will the treaties and
agreements signed—past and future—be
fulfilled? The people of America, the Soviet
Union, and throughout the world are ready
to answer yes.

I leave Geneva today and our fireside
surnmit determined to pursue every oppor-
tunity to build a safer world of peace and
freedom. There’s hard work ahead, but
we're ready for it. General Secretary Gor-

TAOE
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bachev. we ask you to join us in getting the
job done, as I'm sure you will.
Thank you.

Note; The President spoke at approximately
10:13 a.m. in the International Press Center
at the Hotel Intercontinental.

As printed above, this item follouws the
text of the White House press relcase.

United States-Soviet Summit in Geneva

Address Lelivered Before a Joint Session of
the Congress Following the Summit.
November 21, 1985

Mr. Speaker, Mr. President, Members of
the Congress, distinguished guests, and my
fellow Americans:

It’s great to be home, and Nancy and 1
thank vou for this wonderful homecoming.
And before I go on, I want to say a personal
“thank you™ to Nancy. She was an outstand-
ing Ambassador of good will for all of us.
She didn’t know 1 was going to say that.

Mr. Speaker, Senator Dole, I want vou to
know that your statements of support here
were greatly appreciated. You can’t imag-
ine how much it means in dealing with the
Soviets to have the Congress, the allies, and
the American people firmly behind you.

I guess you know that I have just come
from Geneva and talks with General Secre-
tary Gorbachev. In the past few days, the
past 2 days, we spent over 15 hours in vari-
ous meetings with the General Secretary
and the members of his official party. And
approximately 5 of those hours were talks
between Mr. Gorbachev and muyself, just
one on one. That was the best part—our
fireside summit.

There will be, 1 know, a great deal of
commentary and opinion as to what the
meetings produced and what they were
like. There were over 3,000 reporters in
Geneva, so it’s possible there will be 3,000
opinions on what happened. So, maybe it’s
the old broadcaster in me, but I decided to
file my own report directly to you.

We met, as we had to meet. I called for a
fresh start, and we made that start. I can’t
claim that we had a meeting of the minds

on such fundamentals as ideology or nation-
al purpose, but we understand each other
better, and that’s a key to peace. I gained a
better perspective; I feel he did, too.

It was a constructive meeting. So con-
structive, in fact, that 1 look forward to wel-
coming Mr. Gorbachex to the United States
next year. And 1 have accepted his invita-
tion to go to Moscow the following year.
We arranged that out in the parking lot.

I found Mr. Gorbachev to be an energetic
defender of Soviet policy. He was an elo-
quent speaker and a good listener. Our sub-
ject matter was shaped by the facts of this
century.

These past 40 vears have not been an
easy time for the West or for the world.
You know the facts: there is no need to
recite the historical record. Suffice it to say
that the United States cannot afford illu-
sions about the nature of the US.S.R. We
cannot assume that their ideology and pur-
pose will change; this implies enduring
competition. Our task is to assure that this
competition remains peaceful. With all that
divides us, we cannot afford to let confusion
complicate things further. We must be clear
with each other and direct. We must pay
each other the tribute of candor.

When 1 took the oath of office for the
first time, we began dealing with the Soviet
Union in a way that was more realistic than
in, say, the recent past. And so, in a very
real sense, preparations for the summit
started not months ago, but 5 years ago
when, with the help of Congress, we began
strengthening our economy, restoring our
national will, and rebuilding our defenses
and alliances. America is once again strong,
and our strength has given us the ability to
speak with confidence and see that no true
opportunity to advance freedom and peace
is lost. We must not now abandon policies
that work. I need your continued support to
keep America strong.

That is the history behind the Geneva
summit, and that is the context in which it
occurred. And may 1 add that we were es-
pecially eager that our meetings give a
push to important talks already underway
on reducing nuclear weapons. On this sub-
ject it would be foolish not to go the extra
mile or, in this case, the extra 4,000 miles.
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We discussed the great issues of our time.
1 made clear before the first meeting that
no question would be swept aside, no issue
buried, just because either side found it un-
comfortable or inconvenient. 1 brought
these questions to the sumimit and put them
before Mr. Gorbachev-.

We discussed nuclear arms and how to
reduce them. 1 explained our proposals for
equitable, verifiable, and deep reductions. I
outlined my conviction that our proposals
would make not just for a world that feels
safer, but one that really is safer.

I am pleased to report tonight that Gen-
eral Secretary Gorbachev and 1 did make a
measure of progress here. We have a long
way to go, but we're still heading in the
right direction. We moved arms control for-
ward from where we were last January,
when the Soviets returned to the table. We
are both instructing our negotiators to
hasten their vital work. The world is wait-
ing for results.

Specifically, we agreed in Geneva that
each side should move to cut offensive nu-
clear arms by 50 percent in appropriate cat-
egories. In our joint statement we called for
early progress on this, turning the talks
toward our chief goal—offensive reductions.
We called for an interim accord on inter-
mediate-range nuclear forces, leading, 1
hope, to the complete elimination of this
class of missiles. And all of this with tough
verification.

We also made progress in combating. to-
gether, the spread of nuclear weapons, an
arms control area in which we’ve cooperat-
ed effectively over the years. We are also
opening a dialog on combating the spread
and use of chemical weapons, while moving
to ban then altogether. Other arms control
dialogs—in Vienna on conventional forces
and in Stockholm on lessening the chances
for surprise attack in Europe—also received
a boost. And finally, we agreed to begin
work on risk reduction centers, a decision
that should give special satisfaction to Sena-
tors Nunn and Warner who so ably promot-
ed this idea.

I described our Strategic Defense Initia-
tive, our research effort, that envisions the
possibility of defensive systems which could
ultimately protect all nations against the
danger of nuclear war. This discussion pro-
duced a very direct exchange of views.

A o e

Mr. Gorbackev insisted that we might use
a strategic defense system to put offensive
weapons into space and establish nuclear
superiority. I made it clear that SDI has
nothing to do with offensive weapors; that,
instead, we are investigating nonnuclear de-
fense systems that would only threaten of-
fensive missiles, not people. If our research
succeeds, it will bring much closer the safer,
more stable world that we seek. Nations
could deferd themselves against missile
attack and mankind. at long last, escape the
prison of mutual terror. And this is my
dream.

So, I welcomed the chance to tell Mr.
Gorbachev that we are a nation that de-
fends, rather than attacks; that ov alliances
are defensive, not offensive. We don't seek
nuclear superiority. We do not seek a first-
strike advantage over the Soviet Union.
Indeed, onc of my fundamental arms con-
trol objectives is to get rid of first-strike
weapons altogether. This is why we’ve pro-
posed a S50-percent reduction in the most
threatening nuclear weapons, especially
those that could carry out a first strike.

I went further in expressing our peaceful
intentions. 1 described our proposal in the
Geneva negotiations for a reciprocal pro-
gram of open laboratories in strategic de-
fense research. We're offering to permit
Soviet experts to see firsthand that SDI does
not involve offensive weapons. American
scientists would be allowed to visit compa-
rable facilities of the Soviet strategic de-
fense program, which, in fact, has involved
much more than research for many years.

Finally, I reassured Mr. Gorbachev on an-
other point. 1 promised that if our research
reveals that a defense against nuclear mis-
siles is possible, we would sit down with our
allies and the Soviet Union to see how to-
gether we could replace all strategic ballis-
tic missiles with such a defense, which
threatens no one.

We discussed threats to the peace in sev-
eral regions of the world. 1 explained my
proposals for a peace process to stop the
wars in Afghanistan, Nicaragua, Ethiopia,
Angola, and Cambodia—those places where
insurgencies that speak for the people are
pitted against regimes which obviously do
not represent the will or the approval of
the people. 1 tried to be very clear about









mity. And in this view, the country waits
passive while Washington sets the rules.

But that's not what community means
— not 1o me.

For we are a nation of communities, of
thousands and tens of thousands of ethnic,
religious, social, business, labor union,
neighborhood, regional and other organiza-
tions — all of them varied. voluntary and
unique.

This is America: the Knights of Co-
lumbus, the Grange. Hadassah, the Dis-
abled American Veterans, the Order of
AHEPA [American Hellenic Educational
Progressive Association], the Business and
Professional Women of America, the union
hall, the Bible study group. LULAC
(League of United Latin American Citi-
zens), “"Holvy Name™ — a brilliant diversity
spread like stars, like a thousand points of
light in a broad and peaceful sky.

Does government have a place? Yes.
Government is part of the nation ¢{ com-
munities — not the whole, just a part.

And I don’t hate government. A gov-
ernment that remembers that the people
are its master is a good and needed thing.

‘Old-Fashioned Common Sense’

I respect old-fashioned common sense,
and have no great love, and I have no great
love for the imaginings of the social plan-
ners. You see, I like what's been tested and
found to be true.

For instance.

Should public school teachers be re-
quired to lead our children in the pledge of
allegiance? My opponent says no — and 1
say ves.

Should society be allowed to impose
the death penalty on those who commit
crimes of extraordinary cruelty and vio-
lence? My opponent says no — but I say
ves.

And should our children, should our
children have the right to say a voluntary
praver, or even observe a moment of silence
in the schools? My opponent says no — but
1 say yes.

And should free men and women have
the right to own a gun to protect their
home? My opponent sayvs no — but I say
ves.

And is it right to believe in the sanctity
of life and protect the lives of innocent
children? My opponent says no — but I say
yes.

You see, we must, we must change,
we’ve got to change from abortion to adop-
tion. And let me tell vou this: Barbara and
1 have an adopted granddaughter. And the
day of her christening we wept with joy. 1
thank God that her parents chose life.

I'm the one who helieves it is a scandal
to give a weekend furlough to a hardened
first-degree killer who hasn’t even served
enough time to be eligible for parole.

I'm the one who says a drug dealer who
is responsible for the death of a policeman
should be subject to capital punishment.

Policies for the Future
And I'm the one who will not raise

taxes. My opponent now savs, my oppo-
nent now savs he'll raise them as a last
resort, or a third resort. Well, when a poli-
tician talks like that, you know that's one
resort he'll be checking into. And, my op-
ponent won't rule out raising taxes. But 1
will.

And the Congress will push me to raise
taxes. and I'll say no, and they'll push, and
I'll say no. and they’'ll push again. And I'll
sav to them: Read my lips. No new taxes.

Let me tell vou more — let me tell you
more. let me just tell vou more about the
mission.

On jobs. my mission is: 30 in 8. Thirty
million jobs in the next eight years.

Every one of our children deserves a
first-rate school. The liberal Democrats
want power in the hands of the federal
government. And I want power in the
hands of the parents. And, I will — and |
will, T will encourage merit schools. I will
give more kids a head start. And I'll make
it easier to save for college.

1 want a drug-free America — and this
will not be easy to achieve. But I want to
enlist the help of some people who are
rarely included. Tonight 1 challenge the
young people of our country to shut down
the drug dealers around the world. Unite
with us, work with us.

“Zero tolerance’ isn’t just a policy, it’s
an attitude. Tell them what you think of
people who underwrite the dealers who put
poison in our society. And while you’re do-
ing that, my administration will be telling
the dealers: Whatever we have to do we’ll
do, but vour day is over, vou're history.

I am going to do whatever it takes to
make sure the disabled are included in the
mainstream. For too long they’ve been left
out. But they're not going to be left out
anymore.

And | am going to stop ocean dump-
ing. Our beaches should not be garbage
dumps and our harbors should not be cess-
pools.

And I am going to have the FBI trace
the medical wastes and we are going to
punish the people who dump those infected
needles into our oceans, lakes and rivers.
And we must clean the air. We must reduce
the harm done by acid rain.

And I will put incentives back into the
domestic energy industry, for 1 know from
personal experience there is no security for
the United Siates in further dependence on
foreign oil.

In foreign affairs I will continue our
policy of peace through strength. 1 will
move toward further cuts in strategic and
conventional arsenals of both the United
States and the Soviet Union and the East-
ern Bloc and NATO. I will modernize and
preserve our technological edge and that
includes strategic defense.

And a priority, a priority: Ban chemi-
cal and biological weapons from the face of
the Earth. That will be a priority with me.

And | intend to speak for freedom,
stand for freedom, be a patient friend to
anyone. East or West, who will fight for
freedom.
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A New Harmony

It seems to me the presidency provides
an incomparable opportunity for “gentle
persuasion.”

And I hope to stand for a new harmony, a
greater tolerance. We've come far. but I think
we need a new harmony among the races in
our country. And we're on a journey into a
new century. and we've got to leave that tired
old baggage of higotry behind.

Some people who are enjoying our
prosperity have forgotten what it’s for. But
they diminish our triumph when they act
a- if wealth is an end in itself.

And there are those who have dropped
their standards along the way. as if ethics
were too heavy and slowed their rise to the
top. There's graft in city hall, and there's
greed on Wall Street; there's influence ped-
dling in Washington, and the small corrup-
tions of evervday ambition.

But you see, I believe public service is
honorable. And every time I hear that
someone has breached the public trust it
breaks my heart.

And I wonder sometimes if we have
forgotten who we are. But we're the people
who sundered a nation rather than allow a
sin called slavery — and we're the people
who rose from the ghettoes and the deserts.

And we weren’t saints, but we lived by
standards. We celebrated the individual,
but we weren’t self-centered. We were
practical, but we didn’t live only for mate-
rial things. We believed in getting ahead,
but blind ambition wasn’t our way.

The fact is prosperity has a purpose. It
is to allow us to pursue “‘the better angels,”
to give us time to think and grow. Prosper-
ity with a purpose means taking your ideal-
ism and making it concrete by certain acts
of goodness.

It means helping a cbild from an un-
happy home learn how to read — and 1
thank my wife Barbara for all her work in
helping people to read and all her work for
literacy in this country.

It means teaching troubled children
through your presence that there is such a
thing as reliable love. Some would say it’s
soft and insufficiently tough to care about
these things. But where is it written that
we must act as if we do not care, as if we
are not moved?

Well, I am moved. I want a kinder and
gentler nation.

‘Quiet Man’

Two men this year ask for your sup-
port. And vou must know us.

As for me, I have held high office and
done the work of democracy day by day.
Yes. my parents were prosperous; and their
children sure were lucky. But there were
lessons we had to learn about life.

John Kennedy discovered poverty
when he campaigned in West Virginia;
there were children who had no milk. And
voung Teddy Roosevelt met the new Amer-
ica when he roamed the immigrant streets
of New York. And I learned a few things
about life in a place called Texas.

And when 1 — and when I was, when |
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the judiciary are unclear. Military and
civilian courts exist, and the Regional
Military Councils have authority to try
crimes against the state. There have
been reports of prolonged detention
without trial, unfair trials, and arbitrary
executions.

The country is divided into 17 prov-
inces, along with Cabinda.

Principal Government Officials
President—Jose Eduardo dos Santos

Ministers of State

Production/Economic Coordination—
Pedro de Castro Van Dunem

Inspection/State Control—Kundi Paiama

Social/Economic Affairs—Maria Mumbo
Cafe

Miwisters

Agriculture and Forestry—Evaristo
Domingos

Construction and Housing—Garcia
Cabelo Branco

Defense—Pedro Maria Tonha

Education—Augusto Lopes Teixeira

Energy and Petroleum—Pedro de Castro
Van Dunem

External Affairs—Afonso Van Dunem

Finance—Augusto Teixeira de Matos

Fisheries—Emilio Jose Guerra de
Carvalho

Foreign Trade—(vacant)

Health—Antonio Jose Ferreira Neto

Industry—Henrique Carvalho Santos

Interior—Manuel Alexandre Rodrigues

Internal Trade—(vacant)

Justice—Fernando Franca Van Dunem

Labor and Social Security—Diogo Jorge
de Jesus

Planning—Antonio Henrigues da Silva

Provincial Coordination—(vacant)

State Security—(vacant)

Transport and Communications—Manuel
Bernardo de Sousa

Governor of the National Bank—Antonio
Inacio (acting)

Ambassador to the United Nations—
Elisio de Figueiredo

POLITICAL CONDITIONS

Since 1976, Angola has been politically
unstable because of political maneuver-
ing within the ruling MPLA, civil war
with UNITA, and repeated incursions by
South African ferces operating from
Namibia.

During the past 5 years, UNITA has
expanded its operations from bases in
southeastern Angola to virtually al
areas of the country. With the exception
of a Jower level of fighting in Namibe
and Luanda, sustained, intensified
fighting between MPLA forces and
UNITA guerrilla forces is taking place in

most of the provinees, UNITA has pubs-
liely emphasized its intention to expand
the fighting to all areas of Angola,
including Cabinda, and has warned for-
elgpers against traveling in contested
areas. Estimates of the area that
UNITA controls vary, but it appears to
hold most of Moxico and Cuando
Cubango provinces, about one-quarter of
the country. UNITA's base of support
has been among the Ovimbundu,
Chokwe. and Nganguela, but dissatisfac-
tion with the MPLA is not confined to
those groups. UNITA has made a sus-
tained effort to be self-sufficient but con-
tinues to rely on South African and
other sources of external support.

Savimbi has emphasized that
UNITA's goal is national reconciliation
in Angola and that UNITA is prepared
to enter into talks with the MPLA
toward this objective. He has also stated
that he supports a settlement in
southern Africa involving implementa-
tion of the UN plan for Namibia and the
withdrawal of foreign forces from
Angola.

UNITA's military operations have
disrupted the economy and have made
effective MPLA administration
throughout much of the countryside and
small towns difficult, but the MPLA
maintains control over all provincial
capitals. UNITA administers areas it
controls but has never established a
separate government structure; in fact,
Savimbi has emphasized his support for
national unity and has condemned
separatism.

The FNLA, sometimes referred to
as the Military Committee for the
Resistance in Angola (COMIRA), no
longer poses a military threat to the
government. The Front for the Libera-
tion of Cabinda (FLEC), in conjunction
with UNITA, carries out low-level activ-
ity in Cabinda.

Factionalism within the MPLA has
also contributed to political instability.
Since independence, there have been fre-
quent personnel shifts within the party,
in part reflecting maneuvering between
various party factions. Factional divi-
sions are based on personality, ethnic
and racial lines, and ideological dif-
ferences. Although since 1977 open con-
flict generally has not characterized the
leadership, decisionmaking remains
largely immobilized by political infight-
ing. President Dos Santos so far has
been unable to unite the various factions
around common approaches to Angola's
most pressing problems.

The MPLA’s Second Party Con-
gress, held in December 1985, purged or
demoted many prominent ideologues and
mesticos from top positions. Dos Santos
replaced them with his closest sup-
porters. However, leadership changes in
the government that were expected

after the Party Congress. including the
appointment of a prime minister, did not
materialize. Instead. Dos Santos created
three superministries in the economic
sphere. Reportedly, these three
ministries, with overlapping respon-
sibilities, have been a further focus of
infighting. (Dos Santos did not ¢reate a
similar superministry for defense and
security; these ministers report directly
to him.) Dos Santos recently has
stressed, in public, the need to combat
corruption and has been openly critical
of past performance by government and
party officials.

The intensification and expansion of
the war has led to increasing charges
and countercharges by the MPLA and
UNITA of alleged human rights viola-
tions, including arbitrary executions,
intimidation of ¢ivilian populations, and
detention of political prisoners. In
November 1982, President Dos Santos
was given special emergency powers to
deal with economic and security prob-
lems. During 1983 he established
Regional Military Councils throughout
Angola with special powers to confiscate
goods and personnel without compensa-
tion and to try crimes against the state.
People’s vigilante brigades also have
been established. In the absence of a
negotiated settlement to the war, secu-
rity is expected to continue to deteri-
orate, with concomitant effects on the
political situation within the country.

ECONOMY

The Angolan economy deteriorated
severely as a result of the abrupt transi-
tion to independence in 1975 and the
fighting during the pre- and post-
independence periods. The departure at
independence of most of the 350,000
Portuguese, who had run the economy,
caused severe disruption. Intensification
of the civil war during the past 5 years
has caused further serious deterioration
of the economy and the quality of life.
UNITA has targeted economic sites,
attacking industrial centers, power
facilities, petroleum installations,
transportation infrastructure, mining
areas, and agricultural projects.

Angola is potentially one of the
richest countries in sub-Saharan Africa,
with extensive petroleum potential, rich
agricultural land, and valuable mineral
resources. Before independence, Angola
exported oil, coffee, diamonds, iron ore,
sisal, fish, and cement and earned about
%100 million annually from Zairian and
Zambian traffic on the Benguela Rail-
road. UNITA operations, however, have
kept the Benguela Railroad effectively
closed for the past several years.

Petroleum, the only bright spot in an
otherwise progressively deteriorating
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January 1975, the Portuguese and the
three liberation movements worked out
a complicated agreement—the Alvor
Accord—which provided for a transi-
tional government comyosed of all three
groups and for clections in preparation
for independence in November 1975,
After a shaky existence, the transitional
government collapsed during the sum-
mer of 1975, By then, fighting had
begun in several cities among MPLA,
FNLA, and UNITA forces.

The history of the Alvor Accord
period is unclear and subject to different
interpretations. However, lack of Poy-
tuguese will and/or ability to maintain an
orderly transition to independence made
fighting inevitable. The three liberation
movements sought to consolidate control
over their natural areas of support—the
FNLA in the north, the MPLA in the
area surrounding Luanda, and UNITA in
the south—and to establish a secure
presence in Luanda, the capital. As
these areas overlapped, clashes were fre-
quent. Because each group had a long
list of external supporters—the MPLA
from the Soviets, Cubans. Nigeria,
Sweden, and Denmark, and FNLA/
UNITA from the United States, the
People’s Republic of China, France,
Great Britain, Romania, North Korea,
Zaire, and South Africa—international-
ization of the conflict was not
improbable.

In late 1974, the FNLA, with help
from Zaire, moved forces into northern
Angola and. in early 1975, seized the
town of Caxito (35 mi. north of Luanda).
In March, the MPLA, a self-proclaimed
Marxist movenient, began receiving con-
siderable amounts of Soviet weapons.
Cuban military advisers arrived in June
1975. By mid-summer. the United States
was supplying arms to both the FNLA
and UNITA. The FNLA, led by Holden
Roberto, and UNITA, led by Jonas
Savimbi, had indicated a pro-Western
orientation. In August, South African
forces occupied Angolan territory along
the Namibian border, ostensibly to pro-
tect a hydroelectric project. By October
14975, some 5,000 South African troops
were fighting alongside UNITA and
FNLA troops in a march toward Luanda
that covered 500 miles in 3 weeks. Addi-
tional Cuban advisers arrived in early
Octoher and, at the MPLA’s request,
Cuban combat troops began landing in
Angola soon after. By Fehruary 1976,
the number of Cubans had grown to
about 15,000,

In October 1975, the FNLA, once
again supported by Zaire, hegan a final
attempt to capture Luanda before inde-
pendence day. The MPLA| using the
edge it had acquired in modern Soviet-
supplied weaponry, stopped the FNLA
drive 12 miles north of the capital. The

MPLA was therefore in control of
Luanda on November 11 when Portugal
ceded power without recognizing an
Angolan government.

U.S. assistance to the FNLA and
UNITA ceased following congressional
votes—by the Senate in December 1975
and by the House in January 1976—
prohibiting all direct and indirect
military or paramilitary assistance to
any group in Angola. South African
forces withdrew and, by March, Cuban
and Soviet support for the MPLA
proved decisive. The MPLA established
control over most of Angola. The FNLA
reverted to guerrilla warfare in northern
Angola, and Holden Roberto perma-
nently left the countrv. UNITA
retreated to the southeastern corner of
Angola and carried out low-level guer-
rilla operations in the central highlands
and eastern areas. In February 1976, the
Organization of African Unity (which
hefore the South African intervention
had been split between support for the
MPLA and for national reconciliation)
recognized the MPLA.

During the 11 years since inde-
pendence, the FNLA has been rent by
divisions and reorganizations and is no
longer a military threat to the MPLA.
UNITA, which appealed to South Africa
for continued assistance as other sources
of external support were discontinued,
has on the other hand steadily increased
the level and expanded the scope of its
operations and now poses a major
challenge. Savimbi has remained leader
of UNITA and has remained in Angola
throughout the postindependence period.

Angola’s history since 1975 has been
characterized by intensification of the
civil war, its involvement in regional
conflicts, and turmoil within the ruling
MPLA. Longstanding divisions within
the MPLA resulted in an uprising
against the government led by Interior
Minister Nito Alves in May 1977.
Although several MPLA leaders were
killed, the government, with Cuban
assistance, succeeded in quelling the
revolt. President Dos Santos, who
became president in 1979 after the death
of Agostinho Neto, spent his early years
in office consolidating power under these
difficult conditions.

During 1477-78, the Front for the
Liberation of the Congo (FLNC),
operating from hases in Angola,
launched two invasions of Zaire through
Shaba Province. These invasions were
defeated, and in 1978 Zaire and Angola
reached an understanding that neither
country would support opposition
movements aimed at the other.

Since independence, Angola has
been deeply involved in efforts to obtain
independence for Namibia. The South
West African People’s Organization
(SWAPO) conducts operations into

Namibia from Angolan territory. and
negotiations to implement UN Security
Counci) Resolution 435 of 1978, pro-
viding for Namibian independence, have
directly or indirectly focused on the issue
of Cuban combat forces in Angola.
Angola also provides assistance to the
African National Congress.

¢

GOVERNMENT

Angola is a one-party state ruled by the
MPLA. Political power is concentrated
in the party’'s 12-member Political
Bureau (10 fuli members and 2 alter-
nates) and 90-member Central Commit-
tee. The Central Committee meets
several times annually, with dayv-to-day
oversight carried out by the party
secretariat and Political Bureau. The
secretariat is organized with areas of
responsibility paralle] to those of the
government ministries. The Council of
Ministers, comprised of the various
government ministers. meets regularly
to implement policy decisions made by
the party. In addition, three “‘super-
ministries’” were created in 1986—the
Ministers of State for Production and
Economic Coordination, Inspection and
State Control, and Social and Economic
Affairs—which coordinate the work of
various government ministries and
report directly to the president. Presi-
dent Dos Santos is head of government
and head of the party. Below this level,
however, the MPLA generally has main-
tained a policy of not allowing a single
individual to hold both government and
party posts. Some ministers are also
members of the Central Committee and
Political Bureau. The People’s Assembly
meets biannually, largely to implement
policy decisions made by the party.

Government and party administra-
tion at the provincial and local levels
parallels that at the national level. For
example, there are provincial people’s
assemblies and party committees and
respective party and government posts.
Regional Military Councils are now the
supreme authority at the provineial
level.

The constitution establishes the
broad outlines of the government struc-
ture and delineates the rights and duties
of citizens. Although the constitution
provides for free elections, all parties
other than the MPLA are banned, and
opposing views, either in the media or in
public demonstrations, are not allowed.
Membership in the MPLA is tightly
restricted.

The constitution provides for an
independent judiciary and for the right
of the accused to a fair public trial, but,
in practice, the judiciary follows party
guidelines. Areas of jurisdiction within




billion. Angola has made expansion of
petroleum production its highest
economic priority, which has helped te
keep the debt problem within
manageable limits. Whether the expan-
sion of petroleum production can offset
deterioration of the rest of the economy
and meet steadily rising defense costs is
the key economic question facing
Angola. Some estimates suggest that as
much as 50% of the country’s export
earnings are allocated to defense costs.
In addition to military hardware, Angola
reportedly pays for Cuban forces
stationed there. The economic squeeze
has forced Angola to approach both
Western and Eastern bloc creditors to
seek debt rescheduling. During 1986,
Angola occasionally fell behind in
payments to Western creditors but even-
tually managed to make payments.
Payments to Soviet and bloc creditors
have apparently been in arrears.

During recent years, the Angolan
Government has emphasized to the
population the need for austerity and
increased productivity. In order to pay
creditors and finance petroleum expan-
sion, it has been forced to cut back on
the import of basic necessities as well as
raw materials. Food shortages exist
throughout the country. The government
has greatly expanded the money supply,
causing inflation to skyrocket, while
shortages and inflation have resulted in
a thriving black market, including illegal
currency exchange.

Angola is the third largest trading
partner of the United States in sub-
Saharan Africa because of petroleum
exports. U.S. imports from Angola in
1985 were $1.09 billion; exports were
$137 million. In part, due to a drop in oil
prices, trade figures declined in 1986.
U.S. imports from Angola in 1986 were
$729 million; exports fell to $86.5
million. The United States exports
industrial goods and services—primarily
oil-field equipment, mining equipment,
and chemicals—aircraft, and food to
Angola; the primary U.S. import from
Angola is petroleum. U.S. investment in
Angola is centered on the petroleum sec-
tor. The Export-Import Bank (EXIM)
had not been active in taking on new
Angola-related business even before the
congressional ban of 1986. EXIM’s
exposure is about $200 million. No legal
prohibition exists on U.S. business activ-
ity with Angola except for normal export
licensing restrictions.

Most of Angola’s trade is with the
West; in fact, most West European
countries trade with Angola and provide
limited economic assistance. Portugal is
particularly active and has a number of
technicians there. France, Italy, Brazil,
and Spain have also been active. A
number of Arab countries, the EEC, and

the UN Development Program have pro-
vided assistance for the fisheries sector.
Although Marxist in orientation, the
Angolan Government has adopted a
pragmatic economic approach and has
encouraged Western investment. Angola
Joined the Lome Convention in April
1985. It is a member of the African
Development Fund and Bank but not of
any other multilateral development
banks. Angola’s economic dealings with
the Eastern bloe, particularly the Soviet
Union, center on the purchase of
military equipment and payment for
troops and advisers. In 1982, Angola and
the Soviet Union signed an economic
cooperation agreement for $2 billion
over a 10-year period, but this has
resulted in little concrete Soviet
economic assistance.

Angola has nationalized most of its
economy bhut has allowed some private
secter activity to continue, particularly
in agriculture. Strikes are prohibited by
law, and the Union of Angolan Workers
is controlled by the state.

Angola’s GDP was approximately
84.5 billion in 1985, Adjusted for infla-
tion, however, it remains substantially
below pre-independence levels. Despite
continued expansion of the oil sector,
overall growth is essentially static.
Angolan exports fell from $2.1 billion in
1985 to $1.4 billion in 1986. Imports fell
from $1.4 billion in 1985 to $1.1 billion in
1986.

FOREIGN RELATIONS

Since independence, Angola has
depended upon the Soviet Union and
Cuba for security assistance and has
adopted a pro-Soviet foreign policy.
Angola maintains various agreements
with the Soviet Union, the centerpiece
being a 20-year treaty of friendship and
cooperation signed in October 1976. In
1986, Luanda and Moscow exchanged
several high-level delegations, and Presi-
dent Dos Santos visited the Soviet Union
twice. The Angolans received pledges of
support for defense against South Africa
and alleged Western support for
UNITA. Since 1983, the Soviets have
supplied extensive amounts of
sophisticated military hardware to
Angola. Estimates indicate that in addi-
tion to military personnel, there are
about 1,200 Soviet civilian advisers,
1,500 other Eastern bloc advisers, and
5,000-9,000 Cuban civilian advisers in
Angola. Angola regularly exchanges
official visits with Cuba and the Eastern
bloc. President Dos Santos visited Cuba
in March 1984 and signed a joint Angola-
Cuba communique that stated conditions
for the removal of Cuban forces from the
country.

|

Although the Angolan Government
maintains close links with the Soviet
Union and the Eastern bloc, it has
sought better relations with the West
and with moderate African states. This
apparently has been done in an effort to
bolster Angola’s economy, to gain
increased political support in its confron-
tation with Scuth Africa, and to under-
cut outside support for UNITA. Angola
maintains diplomatic relations with most
West European states.

Angola has consistently called for
the immediate implementation of UN
Security Council Resolution 435, which
provides for internationally acceptable
independence for Namibia, the territory
on Angola's southern border illegally
controlled by South Africa. Since 1978,
when Resolution 435 was passed, Angola
has been involved in the intermittent
negotiations concerning Namibia. At the
same time, the MPLA allows SWAPO o
maintain bases in southern Angola and
to carry out military operations against
South African forces in Namibia. South
Africa has regularly retaliated by launch-
Ing operations into scuthern Angola
directed against SWAPO and Angolan
forces stationed along the border.
Following Operation Protea in August
1981, South Africa occupied a salient in
Cunene Province in southern Angola.

With the Lusaka Accord of February
1984, the South African Government
began the process of disengagement
from Angola. This process was com-
pleted by early 1985. However, Angola
has consistently rejected South Africa’s
condition that in order for South Africa
to agree to implement Resolution 435,
Angola must agree to a parallel
withdrawal of Cuban combat forces. For
its part, South Africa has continued to
use Namibia as a base for cross-border
raids into Angola in pursuit of SWAPO
and in support of UNITA.

During the past 5 vears, Angola has
gained better relations with moderate
African states. During 1982, it estab-
lished diplomatic relations with Senega’
and Cote d’lvoire. Angola has sought to
work with Zaire and Zambia in order to
resolve security problems. As a result of
Zairian support for UNITA at the time
of independence and the unsuccessful
invasions of Shaba in 1977-78 by the
Angola-based anti-Mobutu Front for the
Liberation of the Congo, Angola’s rela-
tionship with Zaire has been uneasy.
Angola continues to be concerned by
alleged UNITA activities from Zaire.
Angola, Zambia, and Zaire held a series
of high-level meetings in 1986 to discuss
regional security and transportation
prohlems. Zambian relations with
Angola are considered good. Angola
works closely with the other front-line
states (states bordering South Africa
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ECONOMIC POLICY

Congress Enacts President Reagan’s Tax Plan

R PR ) S P 5 N DU

Inas
nomic poli
lation pro .
action came only four days after lawmakers gave final
approval to a $35.2 billion package of fiscal 1982 “reconcili-
ation” budget savings — the other major item in Reagan’s
economic program. (Reconciliation, p. 256)

The final version of the tax bill (HR 4242 — PL 97-34)
reflected a wide range of concessions made to ensure enact-
ment of Reagan’s revolutionary tax cut policies. But none
of the many changes and add-ons to the legislation did
damage to the heart of the Reagan supply-side plan —
across-the-board reductions in individual income taxes and
faster write-offs for capital investment to spur productivity
and economic growth.

The form of the package changed substantially. Rea-
gan originally had wanted a “clean bill,” with other popular
tax plans saved for a second tax measure later in the year.

But, bowing to the realities of politics, the president
reshaped the package several times, giving in on some
details while standing firm on the central theme. By doing
s0, Reagan forced Democrats, intent on passing their own
alternative tax plan, to move closer and closer to the ad-
ministration position.

“This is President Reagan’s economic tax recovery
plan,” Treasury Secretary Donald T. Regan told reporters
Aug. 1 after a conference agreement was reached on the two
versions of the bill passed by the House and Senate earlier
in the week. Regan boasted that the administration re-
ceived “95 percent” of what it had sought.

Democrats were more than happy to agree and shift all
responsibility for the economic consequences to Reagan.

“Make no mistake about it,” Rep. Dan Rostenkowski,
D-111., chairman of the House Ways and Means Committee,
told colleagues before the final vote. “This is the presi-
dent’s bill. It outlines a bold — and risky — economic
strategy. Only time will tell whether the risks involved ...
were worth taking.”

The Economic Recovery Tax Act of 1981 was expected
to put $749 billion — more money than the federal govern-
ment was expected to spend in fiscal 1982 — back in the
hands of business and individual taxpayers over the next
five years. Opponents insisted that the plan would aggra-
vate inflation and lead to uncontrollable budget deficits.

Reagan signed the bill Aug. 13 while vacationing in
California. The Senate had given its final approval to the
measure Aug. 3 by a vote of 67-8. The House had cleared
the package the following day on a 282-95 vote. (Senate
vote 248, p. 42-S; House vote 179, p. 62-H)

Background

In approving Reagan’s tax cut bill, Congress veered
sharply away from the tax policies that had guided Demo-
cratic-dominated Congresses of the past.

Democratic tax bills tended to be relatively more gen-
erous to peopie at the low end of the income scale. And
they generally placed emphasis on closing “loopholes” —
limiting the special treatment afforded certain kinds of
income. That approach culminated in the Tax Reform Act
of 1976 (PL 94-455). (1976 Almanac p. 41)

Only two years later, however, Congress signaled a
change of course in the Revenue Act of 1978 (PL 95-600).
Riding the crest of a middle class “taxpayer’s revolt,” law-
makers reversed some of the prized liberal “reforms” of the
past and approved individual cuts skewed toward the up-
per end of the income scale. (1978 Almanac p. 219)

Evolution of Bill

Reagan’s 1981 tax legislation originated with a bill that
initially was given little serious chance of passage. The
measure, introduced simultaneously in 1977 by Sen. Wil-
liam V. Roth Jr., R-Del., and Rep. Jack F. Kemp, R-N.Y.,
called for a three-year average income tax cut of approxi-
mately 33 percent, future indexing of taxes to offset the
effects of inflation and reductions in business taxes.

Interestingly, what became known as the Kemp-Roth
plan originally called for rate cuts that targeted more of the
relief to those in the lower- and middle-income brackets,
not unlike the alternative tax plans Democrats tried so
desperately to get Reagan and the majority of Congress to
accept in 1981.

It was not until the Republican Party, and its presi-
dential candidate Ronald Reagan, latched onto Kemp-
Roth during the 1980 campaign that the proposal was given
serious attention.

On the steps of the Capitol June 25, 1980, Senate and
House Republicans unanimously pledged their support to a
revised version of Kemp-Roth: a one-year, 10 percent,
across-the-board tax cut for individuals and a plan to allow
business faster write-offs of investment in plant and equip-
ment. The accelerated depreciation plan was one business
groups and several members of Congress had been working
on since passage of the 1978 tax bill.

Simultaneously, Reagan backed such a tax cut for Jan.
1, 1981, followed by additional 10 percent cuts in individual
income taxes in each of the next two years and indexing.

But soon after, Reagan began changing, if not his tune,
at least the words of his song:

@ Aug. 21, 1980. The Democratic-controlled Senate Fi-
nance Committee approved a $39 billion tax cut that com-
bined individual income tax relief to offset increased Social
Security taxes and the effects of inflation with incentives
for business investment. Candidate Reagan said he backed
the bill, but the plan, strongly opposed by President Car-
ter, never reached the Senate floor. (1980 Almanac p. 295)

e Feb. 18, 1981. Reagan announced his tax plans to
Congress. He called for $53.9 billion in tax cuts in 1982,
starting with a 10 percent cut in individual income tax
rates July 1, 1981 (six months later than he originally had
proposed), and additional 10 percent cuts on July 1 in each
of the two succeeding years. Indexing was dropped, but his
business depreciation plan remained intact. Reagan prom-
ised a second tax bill for such measures as relief from the
“marriage penalty” tax. In the months that followed, the
administration showed no willingness to compromise.

® June 4, 1981. Bowing to the pressures of a tight budget
and a Congress less than enthusiastic about the original tax
cut package, Reagan offered an alternative. He proposed
$37.4 billion in tax cuts for 1982, reduced the first rate
reduction to 5 percent, delayed it until Oct. 1, 1981, and
put in some popular “sweeteners,” including savings incen-
tives and marriage penalty relief.
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MAJOR CONGRESSIONAL ACTION

‘Supply-Siders’ Disputed Keynes

Supply-side theorists challenged the basic as-
sumption of post-World-War-II economic policy,
which had focused on controlling the demand for
goods and services, rather than the supply.

Following the teachings of the British economist
dohn Maynard Keynes, postwar policy was designed
largely to eliminate unemployment. Keynes argued
that joblessness results from inadequate ‘“demand,”
which in turn reflects insufficient income in the hands
of consumers. The Keynesian remedy for this problem
is to increase demand, either by cutting taxes or in-
creasing spending. Once people start spending their
additional income, Keynesians said, the demand for
goods and services will rise, production will increase
and the unemployed will be offered jobs.

The focus of Keynesian theory on unemployment
is not surprising; it was born during the 1930s, when
joblessness was a chronic problem. Later, when infla-
tion also came to be recognized as an economic worry,
Keynes® successors said demand-oriented policies
could correct that too.

They argued that, just as unemployment occurs
when demand falls short of the economy’s productive
capacity, inflation results when demand exceeds eco-
nomic capacity. If everybody is producing as much as
they can, increasing incomes merely compel consumers
to bid up the prices for the limited quantity of goods
and services produced, according to this theory. The
Keynesian cure for inflation is thus to restrain pur-
chasing power, either by cutting back government
spending or raising taxes, until demand again comes
into line with supply.

While Keynesian policies would cure inflation by
reducing demand — a course that sounded to many a
lot like accepting a lower standard of living — the
supply-siders said they could curb inflation by quickly
increasing supply. The key, they said, is to reduce
taxes and thus increase the incentives to produce.

The supply-siders disputed the Keynesian notion
that once the government maintains an adequate level
of demand, supply will be assured. The supply-siders
said that people produce not merely in response to
demand, but to increase their own income.

The fulcrum of economic activity, according to
supply-siders, is the marginal rate of taxation, the rate
on the last dollar earned. People continually are decid-
ing between work and leisure, and between saving and
consumption. The higher the marginal tax rate, the
less incentive a person has to work rather than be idle,
or to save rather than consume, they contended. By
reducing marginal tax rates, supply-siders concluded,
the government can encourage more work and saving,
in the process increasing income and economic well-
being.

proponents claimed that it would provide the investment
incentives necessary to stimulate economic growth and
speed recovery from the recession.

Within weeks after enactment of the budget and tax
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measures, however, the administration was forced to ac
knowledge that its economic program was not achieving the
desired effects. Rather than buoy Wall Street and send th
economy on an upward course, approval of the Reagar
program seriously shook the financial markets, whicl
feared soaring federal deficits that would perpetuate infla
tion and high interest rates. Continued massive federa
borrowing would “crowd out” the private sector in credi
markets, they maintained.

Reagan responded Sept. 24 by proposing a package o!
$13 billion in additional budget cuts and $3 billion ir
“revenue enhancements,” or increased taxes, but Congres:
— still smarting from the earlier battles — rebuffed the
president’s plan.

The White House did go nose to nose with Congress
over a temporary appropriations resolution which it said
did not cut deeply enough into fiscal 1982 spending. The
president’s Sept. 24 proposal called for 12 percent reduc-
tions in all appropriated funds. After the president vetoed
the first funding resolution, Congress squeezed out enough
money — $4 billion — to win Reagan’s approval of the
measure. But that was only one-quarter of the total savings
he had requested.

Monetary Policy

As in previous years, it was the Federal Reserve Boar(
that shouldered most of the burden in the fight to lowes
inflation in 1981.

Despite considerable congressional rhetoric about
unacceptably high interest rates — rates that members
said were crippling small-business men, farmers, the home
building and auto industries, Federal Reserve Chairmar
Paul A. Volcker and his colleagues stuck to their restrictive
monetary policy. Financial markets’ fears of big budge!
deficits were the main cause of high interest rates, Volcke:
maintained.

The Fed’s stated target for the basic money supply wa:s
a growth rate of 3.5 to 6 percent. Over the course of the
year, however, the money supply grew more slowly thar
even the bottom end of the target. While Fed official:
emphasized that they could not control the money supply
with precision, the Fed’s failure to meet its targe
prompted occasional sniping from administration officials
notably Treasury Secretary Donald T. Regan.

The Deficit Issue

President Reagan said in his inaugural address tha
decades of deficit spending, if continued, would “guarantee
tremendous social, cultural, political and economic upheav.
als.”

Through most of 1981 the president stressed the im
portance of gradually limiting deficits with the prospect o
balancing the budget by fiscal 1984, as he had pledgec
during his 1980 campaign.

But as the recession took hold, pushing deficit fore
casts to $100 billion for fiscal 1982 and to even higher level:
in fiscal 1983-84, the president began to backpedal. Ac
knowledging that he ptobably would not be able to balance
the budget by 1984, Reagan said that balancing the budge
had been only a “goal.”

The important factor, administration officials main
tained, was that the deficit as a percentage of GNP was or
a downward trend.

—By Dale Tate
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PRESIDENTIAL REMARKS: FAREWELL ADDRESS
FRIDAY, JANUARY 20, 1988

My fellow Americans, this is the ____ th time I'll speak to
you from the Oval Office, and the last. We have been together
8 years now, and soon it will be time for me to go. But before I
dec T wanted to share some thoughts, some of which I have been
saving for a long time.

It has been the honor of my life to be your President. So
many of vou have written in the past few weeks to say thanks, but
T could sav as much as vou. Nancy and I ars grateful for the
opportunity you gave us to serve.

One of the things about the vpresidency is that you're always
sort of a Jittle apart. You spend a lot of time going by too
fast in a car someone else is driving, and seeing the people
through tinted glass -—-- the parents holding up a child, and the
wave you saw too late and couldn't return. And so many times I
wanted to stop, and reach out from behind the glass, and connect.
And maybe T can do a little of that tonight.

People ask how I feel about leaving, and the fact i~ parting
IS 'such sweet sorrow'. The sweet part is California, and the
ranch, and freedom. You may have heard freedom's something I
kind of prize. 1I1'll be able to go to church again without
interrupting everybody else's peace and quiet. I always figured
it's hard enough unburdening yourself to your maker without

having to go through the metal detector first.



The sorrow? The good-byes, of course, and leaving this
beautiful place. You know, down the hall and up the stairs from
this office is the part of the White House where the President
and his family live. There are a few favorite windows I have up
there that I like to stand and look out of early in the morning.
The view is over the grounds here to the Washington Monument, and
then the mall, and the Jefferson Memorial. But on mornings when
the humidity is lot ;ou can see past the Jefferson to the river,
the Potomac, and the Virginia shore. Someone said that's the
view Lincoln had when he saw the smoke rising from the battle of
Bull Run. I sge more prosaic things: The grass on the banks,
the wind through the trees: ind the morning traffic as the people
of Virginia make their way to work....

I have been thinking a *i+ a3t that window. 1I've been
reflecting on what the past . years have meant, and mean.
And I realize that the biggest thing I'll miss is being in a
position to implement the things we believe in. From Grena”- *o
the Washington and Moscow Summits, from the recession of '8 2
to the expansion that began in late '82 and continues to this
day, we've made a difference.

The way I see it there were two great triumphs, two things
that I'm proudest of. One is the economic recovery, in which the
people of America created -- and filled -- 19 million new jobs.
The other is the recovery of our morale: America is respected
again in the world, and looked to for leadership.

Something that happened to me a few years ago reflects some

of this. It was back in 1981, and 1 was attending my first big



economic summit, which was held that year in Canada. The opening
meeting was a formal dinner for the hreaads of <tate of the

7 industrialized nations. I sat there like the new kid in school
and listened, and it was all Francois this and Helmut that. At
one point I sort of leaned in and said, "My name's Ron."

When I got home we began the actions we felt would ignite an
economic comeback Cut taxes and regulation, started to cut
spending. Soon the recovery began.

Two years later another economic summit, with pretty much
the same cast. At the big opening meeting wc all got together,
and all of a sudden just for a moment I saw that everyone was
looking at me. Then one of them spoke up. "Tell us about the

American miracle," he said.

IT
Well, the fact is it wasn't a miracle, because men don
make miracles -- and it was the men and women of America wh

past 8 years turned our country around. 2nd in all that time I

won a nickname -- 'The Great Communicato But I never thought
it was my style or the words I used that made a difference -~ it
was the content. I wasn't a great communicator. just

communicated great things, and they didn't spring full blown from
my kbrow, they came from the heart of a great ~-*ion -- from cur
experience, our wisdom, and our beliefs.

They called it the Reagan Revolution, and I'll accept that,
but for me it always seemed more like the Great Rediscovery: A

rediscovery of our values and our common sense.



Common sense told us that when you put a big tax on
somethinc jeople will produce less of it. So we cut the people's
tax rates and the people produced more than ever before. The
standard of living rose; the economy bloomed like a plant that
had been cut back and could now grow quicker and stronger.

Common sense also told us that to preserve the peace we'd
have to become strong again after years of weakness and
confusion. So we rebuilt our defenses -- and this New Year we
toasted the new peacefulness around the globe.

And you know what the central lesson of all this was? That
we could seize control of our destiny -- that we weren't at the
mercy of events ~-- that we could, together, lower inflation,
lower interest rates, create opportunity, and increase the
standard of living for the people of America.

Something else we learned: Once you begin a great movement
there's no telling where it will end. We meant to change a

ion and instead we changed a world.

Countries across the globe are turning to free markets and
free speech -- and turning away from the ideologies of the past.
For ther :he Great Rediscovery of the 1980's has been that lo and
behold he moral way of government is the practical way of
government. Democracy, the profoundly good, is also the

profoundly productive.
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As I come to the end ﬁy participation in pesitics~I'd
like to explain how this all'came about. I had no desire to get
into public life at all, quite the contrary. But I was raised to
believe you had to pay your way for the blessings bestowed on
you.

I was happy with my career in the entertainment world, but
ultimately I went into politics because I wanted to protect
something precicus. I wrote it down on a scrap of paper recently
when 1 was trying to "~———"ess what had motivated me all these
years. I wrote that rs was the first revolution in the
history of mankind that truly reversed the course of government,
and with three little words: 'We the People'.

'We the People' tel :he government what to do, it doesn't
tell us. 'We the People' are the driver -- the government is the
car. And WE decide where it should go, and by what route, and
how fast. Because 'We the People' are free.

This belief has been the underlying basis for everything I
have tried to do these past 8 years.

1960's when I bega 't seemed to me that we had

he order of things -~- that through more and more

.ions and edicts and confiscatory taxe~ *he
government was taking more and more of our money, more or our
options, and more of ocur freedom. I went into politics in part
to put up my hand and say, 'Stop!'. I was a citizen politician,

and it seemed the right thing for a citizen to do.



I think we have stopped a lot Qf what needed stopping. And
I hope we have once again reminded people that man is not free
unless government is limited. There's a clear cause and effect
here that is as neat and predictable as a law of physics: As

government expands, liberty contracts.

Iv

Nothing is less free than pure communism, and yve e have
past few vears forged a szatisfying new closeness with the
Soviet Union. I leave feeling very good about that relationship.

It is stable. It is based on mutual strength. It has been
improving slowly but steadily. I've been asked if the new
closeness isn't a gambl¢ .nd my answer is no, because we're

basing our actions not on words Hut deeds.

The detente of the 1970's was based not on action: out
promises. They'd promise to treat their own people and the
people of the world better, but the gulag was still the gula nd
the state was still expansionis nd they still waged in proxy
wars in Africa, Asi¢ ind Latin America.

This time, so far, it's different: President Gorbachev has
brought about some internal democratic reforms and beaun
withArawal fram Afghgnistan. He h=2e =21en fraed prisoners whose

names I've given him every time



But the world is a funny place, and life has a way of
reminding you of big things through small incidents. Once,
during the heady days of the Moscow =»=mit, Nancy and I decided
to break off from the entourage one afternoon to visit the shops

on Arbat Street, a little street just off Moscow's main shopping

area.

Even though our visit was a s ~~""se, every Russian there
immediately recognized us, and cal . our name ind reached for
our hands. We were just about swept away by the warmth -- you

could almost feel the possibilities in all that joy. DBut within
seconds everything changed: A big K.G.B. detail pushed their way
toward us and began manhandling the crowd. They showed little
respect, pushing, shovinc nd knocking people to the ground. Our
people spirited us out there in one quick hurry.

It brought it all home: The man on the street in the Soviet
Union may yearn for freedom, but he lives in a police state.

The people who run the Soviet Union are still communists,
and they believe in communism. But my view is that President
Gorbachev is like no other Sovief ider. He knows what's wrong
with his society and is trying to rix it. We wish him well. We
must not be afraid to seek new opportunities. And we should work
to make sure that the Soviet Union that eventually emerges from
this process is a less threatening one.

I want the new closeness to continue. But we must make it
clear that we will only continue to act in a certain way as long

as they continue to act in a helpful manner. If a an they



don't at first pull your punches. If they persist, pull the

plug.

It's still trust -- but verify.

It's still play -- but cut the cards.

It's still watch closely -- and don't be afraid to see what
you see.

There's another thing maybe worth mentioning. 1I've found it
extremely helpful to be direct in my dealings with the Soviets.
Back when I first met President Gorbachev at the Geneva ~~~mi
told him plainly that he would either have to take arms
reductions seriously, or enter into an arms race that he simply
could not -- would not -- win. It was blunt. But then so was
his answer, which was: Alright.

There is a compliment in candor; honesty shows respect. So
I would say to our diplomats of the future, speak the truth
clearly, with each word carrying a meaning that cannot be

confused -- while keeping in mind that you can call a spade a

spade vithout c¢alling it a darn dirt shovel.

\
I've been asked if I have any regrets. I do.
The deficit is one. I've been talking a great deal about
the little item lately, but tonight isn't for arguments and I1'1ll

be happy to hold my tongue.



But an observation: 1I've had my share of victories in the
Congress, but what few people noticed is that I never won
anything you didn't win for me. They never saw my troops; they
never saw Reagan's Regiments, the American people. You won every
battle with every call you made a 'tter you wrote demanding
action.

Well, action is still needed. 1If we're to finish the job,
Reagan's Regiments will have to become the Bush Brigades. Soon
he'll be the ~»*~f, and he'll need you every bit as much as I
did.

I have a more personal regret. It's that in spite of the
fact that we turned the economy around and lifted the standard of
living for so many people -- in spite of that we never quite
reached down into the heart of the horror and helped the
permanent poor.

I feel that I never quite got across that there are
conservative answers to the problems of poverty, and the
conservative solution is not to look away. 1 believe in George
Bush's 'kinder, gentler nation' too. And maybe he'll be able to
make more progress than I did.

Finally, there is a great tradition of warnings in
presidential farewells, and I've got one that's been on my mind
LuL some time.

Those of us who are over 35 or so years of age grew up in a
different America. We were taught, very directly, what it means
to be an American, and we absorbed almost in the air a love of

country and an appreciation of its institutions. If you didn't



get these things from your famil (ou got them from the
neighborhood, from the father down the street who fought in Korea
or the family who lost someone at Anzio. Or you could get a
sense of patriotism from school.

If all these things failet rou could get it from the popular
culture. The movies celebrated democratic values and implicitly
reinforced the idea that America was special. T.V. was like that
too through the mid 60's.

But now we're about to enter the 90's, and some things have
changed. Some yocunger parents aren't sure that an unambivalent
appreciation of America is the right thing to teacnh modern
children. And as for those who c___2 the popular culture, a
heart-on-the~sleeve love for America is no longer the style.

The spirit of The People hasn't diminished ~-- in fact,
there's been a magnificent rebirth of national pride the past
8 years. But we haven't quite reinstitutionalized it -- and I'm
not sure we're training our children in what it means to be a
citizen of America.

We've got to do a better job of getting across that America
deserves our loyalty and love. That America is freedom --
freedom of speech, freedom of religion, freedom of enterprise --
and freedom is special and rare. It's fragile and needs
protection. We've got to teach history based not on what's in
fashio »ut what's important: Why the pilgrims came here, who

Jimmy Doolittle wa and what those 30 seconds over Tokyo meant.



If we don't know what we did, we won't know who we are. I
am warning of an eradication of the American memory that could
result, ultimately, in an erosion of the American spirit.

Thank goodness we still have new waves of immigrants to
teach us, through their presence, what we are. When you meet
someone who risked his life to get here it says pretty eloguently
that you must be something special.

Let's start with some basics -- more attention to American
history and a greater emphasis on civic ritual. And let me offer
lesson number one about America: 2All great change in America
begins at the dinner table. So tomorrow night in the kitchen I
hope the talking begins. And children, if your parents haven't
been teaching you what it means to be an American -- let 'em know
and nail 'em on it. That would be a very American thing to do.

And that's about all I have to say tonight. Except for one
thing.

The past few days when I've been at that window upstairs
I've thought a bit of 'the shining city on a hill'. The phrase
comes from John Winthrop, who wrote it to describe the America he
imagined. What he ima~inad was important because he was one of
the earliest Pilgrin » came here hoping for a home that would
be free.

I've spoken of the shining city all my political life, but I
don't know if I ever quite communicated what I saw when I --°~
it. But in my mind it was a tall proud city built on rock
stronger than oceans, wind-swept, God-blesse  ind teeming with

people of all kinds living in harmony and peace -~ a city with



free ports that hummed with commerce and creativity, and if there
were city wall :he walls had door and the doors were open to
anyone with the will and the heart to get here.

That's how I saw it, and see it still.

And how stands the city on this winter night? More
prosperous, more secuil nd happier than it was 8 years ago. But
more than that: After 200 years, two centuries, she still stands
strong and true on the granite ridge, and her glow has held
steady no matter what storm.

And she's still a beacon, still a magnet for all who must
have freedom, for all the Pilgrims from all the lost places who

are hurtling through the darkness, toward home.

’~'--~ done our part. And as .k off into the city
stree a final word to the men and women of the Reagan
Revolution -- the men and women across America who for 8 years

did the work that brought America back.

My friends, we did it. We weren't just marking time; we
made a difference. We made the city stronger -- we made the city
freer -- and we left her in good hands.

All in all not bad. Not bad at all.

And so, goodbye.

God bless you. And God bless the United States of America.





