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A critical view of the environmental
performance of the G7 governments

Produced by G7 envirenmental groups led by: |
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Each pohcy guestion can score up to ten points. A ceore of 10 piéks out

a pace-setter, while 0 spothghts a foot-dragger o

Each question was wenghted 1o reflect its relative importance.

The marks, expressed as pa'eentages ofthe total potential seore on each L IR
set of questions, place the G"I governme:stsin ranked order am:ording to T

* thefr performance on eaq:h Issie.

2. GOVERNME\'T RANKINGS.

(Please refer to the national reports or end a.f thia volume

r- for the ind:.vidual questions W)
i‘ ;_ What commitment and programme'oi’ action does the Govérnnient have o

* reduce its nauonal greenhouse gas emissions which are not already
controlled by international agreement. and in particular CO2 emissions,
from present levelg by the end ql" the eentnry.and by how much? -

1. Germany - 39%

2., Canada’ 33%
3. Japan 31%

4. Italy 30%
-5, France . 29%
6. USA . 27%
7.

UK. ' 24% -
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What has the Government done itself and throngh internatlonal !ending o
banks, to reduee the rate olloss of species and natural and semi. natural ‘ ‘ '
habitats (in partfculnrtmpical miafomts)bothdomestieaﬂyand . L ’.'.L" .
intematxonally" } e . g E
| 1) ues. . PO St
"8+ Canada: 47% :

'3, Italy: - . 378

N Gcrmany T . 36%
5. UK .29
6. ,?rance C 23%

.7 ‘Jmpan . 1s%

Does the Govemment have a comprehenslve strategy t0 control and reduce
sources of freshwaterand mar‘lne pollntlon and to protect water resources" .

- 1. -Gemny 55% S R |
‘2, -Canada . 51% : , f
3. usA 478 -
4.. Japan 468 ,
S, UK .- 42%. : o

6. Italy . . 38%

7. France = . 28%
IRANSPORT
Has the g‘o?‘enﬁnent intmduced or comimitted itself to a transport policy

and investment programme to enoourage nlternaﬁves to growth in private
| caruse?

‘A, jaapan : T 34% : o

2. Usa - 24% : -
3. Canada T 17%

4. Frande ' 14%

S. Italy - . 13%

5. 13%

7. Germany : 10%
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policy with respect to transport, resldential, commercial, tndustrial, -

agricultural and forestry development is: envuvnmentany sustainable"

‘ NB’ The guestions on t:his J.ssue

s,

1,
2,.
3.

4.
5.

PR ' : 31%
UsA - 26%
Italy 24%

-France ' 25%
Japan 17%
Germany 17%

f the Canadian Fadaral Government.-

. Does the Government actively promote envhunmentauy snstainable
agricultural practices domesticall} and in bﬂateral and multilateral foreign

aid, trade and lendmg pmgrammes”

R

: Has the Govemment committed ltself w & eomprehensivo waste nnd

1.

2,
2.
4.
5.

60'

7.

Canada . - 34%

France 31% -
UsA S 31%
UK - 28%
Japan S 21%
Germany 20%
Italy 15%

45-93955738

. What steps has the Governmm taken to ensure that lts domestic land use

are outside the jurisdiction

industrlal emissions reducnon recycling strateg;r anda phase-out date for

all products and processes which result in toxic, persistent and

bloaccnmnlaﬁvg substances? -

Japan 46%

‘2. UBA 4 34%
2. TFrance 34%
5. 2fxaly 20%
6., Canada 21%

~ Germany 12%

P.86
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'What recent siei)s has the' Government taken io help' to alleviate pove'rty '

and population pressures, impmve energy emciency promote CFC

-substitutes, conserve forests, and assist mstainab!e agriculture and v ager

management in Eastern Eumpe nnd the less éw%pﬁ wm.

1.

2.

3.
4.

-

(-

70'

Canada
'USA ‘
sItaly
'France

fUK".A
- Japan’

Garpany

S,

«uv

fa el

T.R3%

- 39%

33%
20%
27%

‘25%

168

What pm\'lslon does the Govemment have for maklng information relevant

to envxronmental protection xvai.able to the public"_ ¥

10.,
F 2
3.
4. -

5.
6.

.7}

JItaly

.USA
Canada
France
UK

Japan
Germany

198

" 87%

54%

- 50%

a6%
29% -
23%

P.o7
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1 ATMOSPEERE AND BNERGY: USA . L 'SCORE 27% -

The US Government has: . 'u . o

(1) - no target for the control of carben diokide or metharie -
. emiseiong’. . S . B
(i) committed itself to reducing sulphur disxide emissions
by §7% f£rom 1980 levels by 2000 and NOox emissions by 30 % from
1980 levele by 2000 and, - - . . . o

.(4ii) aimed to phase out CFCs, halons and carbon
tetrachloride in line with Montreal Protécol, methyl
chloroform earlier, and to gontrql use. of HCFCs.

. Innovatory schemes for trading pernits for S0; and NOx
emissions have been introduced to provide the economic.
incentive to realise the reduction goals for acid emissions,
together with emission standards for vehicles., <Californies and

_ New York have introduced more stringent gdditional contxols on
vehicle emissions. - . o

Plans for controlling CFCs and other ozone depleting
substances are in place, and relatively advanced on nethyl
chloroform and HCFCs. However, the final phase out date of
2000 for the most important ozone depleting.gases, the Cres,
is slower than the EC. ‘ , : ' ’

-The Governnment has expressed significant reluctance to set a

" carbon dioxide emission control target.  This is in.spite of
‘having to hand several measures which will asgist improvements -
in energy efficiency (including mandatery minimum efficiepc{"
standards for many domestic appliances and support for utility
regulations favouring demand-side management) and renewable
energy development {(through recent increases in R&D budgets).
Moreover, many State utility regulations are new- independently
insisting on the incorporation of environmental extermalities
into planning for the alectricity sector. ' :

Hovever, in spite of.detailed advice to the contrary, the -
official National Energy Strategy allows for a significant
increasse in energy use: and recognises only half of the -
& officially estimated cost-effective potential for improving
E©  energy efficiency. Where it hes acted, :the White House has

» tended to intervene to support further. energy production
- rether than improved energy efficiency.
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score’ © 210 €9 .60 81
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24
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l. Germany . 39%
2. Canada 33%
3. Japan‘ - . 31%
4. Italy -'30%
S. ¥France 29%
6. USA . 27%
7. UK 24%
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11 ATMOSPHERE & ENERGY: What commitment and programme of
action does the the Goverament have to reduce its national greenhouse

gas emissions which are not already controlled by international

agreement, and in pariicular CO2 emissions, from present levels by the

end of the century and by how much? .

1.1 What are the ‘satast'nvaﬂfablé ﬁgﬁm, for eherg use per capits, energy

use per GNP unit, aad emissions of COZpercapita? |

1.2' How have these indices changed over the Inst § years and can these’

. changes be linked to Government. policies? How does this relate to _
_ 1dentified potential for reduced energy use (particularly In Government-
sponsored reports)? - AT _

1.3 To what extent has the Government identified the potential for energy
savin highll%gted the obstacles to achieving this and taken active steps,
inclu ing setting a timetabled target and introducing a programme for
improving energy efficiency nationally and by sector, to overcome them?

1.4 What have been the trends in the chermnen't’s.enem-emclency and
renewables reséarch and development budget over the ]ast § years, a5 8
share of its total energy research budget, and as e share of total energy.
expenditures? : ; A . .
1.5 Has the Government adopted and eﬁ'ecﬂvel{ applied energy efficiency .
standards fors motors; appliances; lighting; boilers; buildings; and other .
energy-using technologies? How do-they compare with the technical -
paiential for jmprovements? Have these siandards been improved since
July 1990 and are there pians to make more them more stringent?

1.6 What are the current figures and trends over 5 dvears in annual per
capita emission levels of other major energy relate pollutants for:
. SO2 emissions per capita " ' '
- NOx emissions percapita

. has the Government set targets and introduced measures to reduce -
emissions of these pollutants? - S

1.7 Does the Goverment have 8 pro me {0 correct éne cing and
subsidies to ensure that the !ull_sodms of energy pmdfﬁ@f’anfm
are reflectéd in energy prices?. : L ,

1.8 Does the Government have 4 programme to implement the practice of
Jeast cost planning or ‘integrated resource planning’ for energy utilities In

- law and praetice?

19 Has the Government committed itself to gl) a timétable for phasing out
-all ozone depleting chemicals coyered by the Montreal London Protocols in

advance of the deadlines set by those protocois and (b) a timetabl
phasing out all other ODCs? - ' P | (b) e for




i
i

JUL-i6—1931 181414 FRDM LONDCN STQFF F]DUQNCE

L v i

1.10 Vthtarethocuuecntenﬂsfhulhanﬁsufihztnherlnsh!UN&MMD“S&
gases | |

- metlune (CH
. nitmus oxide (NZO) and

-has the Govemment a programme to reduce missions of these gpses, .
with plaxzs to introduee more stﬁngcnt eontxvls

T2

45-93955730

P.

11
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$ GPECIES AND KABITATS: USA - | o BCORE 57%

Vi

The US Government has strengihened habitat and spacies.
protection, both nationallygqnd‘intarnatibnally, through - a
pumber of -policy initiatives; but actual implementation of
Jomestic conservation legisiation has. cocasierally beon
notably lzcking: - b ca e S

& Meapures pruvidod-ror'in.ihéﬁcleaﬁ"vatcf abﬁ“vé:niﬁ"“

Programme, the Wetland Reserve Prograzme and the Coastal

. Wetland Protection, Planning and Restoration Act offer the

potential to reduce destruction of US wetlands, although
alterations to the criteria for delineatien of wetlands

~ threaten to weaken federal Jurisdiction. The Clean Water Act’

has also been usod on a number of occasions to protect
riverine systens.. _ g , '

* A 1990 strengtheningoof-the-coastal zone Management ACt -
offera the potential £o improve protection of near=shore
coastal systems, and the Florida Keys National Marine
Sanctuary has been pigned into law, theraby addressing the
threats to the US’s most important coral reefs. However, . .
resources to effectively implement the Sanctuary provisions
have not yat been committed. I ' 4 '

« Budgetary support for {mpiementaticn of the endangered °
gpecies programme has been. increased, although it is still
inadedquate. ‘ T .. T

% Numerous areas have héen desigﬁatad'to: protection under the .
MAB Programme and Ramsax Convention. - . - - S

Although lmprovements in the management of old-growth Pacifia .
Northwest forests have occurred, direct incentives to protect..
or restore primary forests remaining on public lands have been
pinimal. Forest conservation activities are pot a priority ' -

within increasing budgets for the rish and VWildlife Service; .
- old-growth forests continue to decline at 4% per yeaz. with

the exception of certain measuras in respect of the Tonges i
Netional Forest, tha Fodara) Government has taken. few steps to
protect wildlife hanitats in areas.not designated for nature
conservation. - . PR ) :

The US rd:eiéﬁ Assistance Act ostahlishes strict requirements
to ensure that UE bilateral,assigtance protects tropical .
foresta and biocdiversity, whilst the US Agency for '

warning systenm’ in respest of potentially environmentally .
damaging Bultilateral develepment bank (MLB) prejects.

In international fora, particularly on the boards - of the MDBs,
tha US has adopted a largely laudable and preactive -
censarvation stance. Treasury-bepgrtmcnt‘1nstruc£1°n¢ have
prohibited US support for two centroversial NDE loans for
forest development projects in West Africa, and the US
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Executive Diraetor'tb-the'wmfid gank has Heen

rorestry Action Plan coordinstion activities has been .
suspended, whilst support. foz fundamental reforns of the TFAP
has been offered., The Treasury has s1s6 developed guidelines
for MDB funding of projects with potential adverse effects.on
wetlands, although AID progranmes continue to threaten these
'ecosystbms in developlng cruntries, Whereas the US was
originally the.leading prononent of a legally binaing .
_ agreement on the conservation of forests, it is now in favour
only of an agreement of prinqipleﬁ“inftipe.sor UNCED i9%2.

i the forefrent
of moves to develcp a hew vewest policy. .Funding for Tropical -

F.@2
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usa - 57%. ..

Canada ' 47%
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SPECIES & HABITATS:: Whﬂt haa the Gov&m..mt doue i‘r“ g and

thro international len ﬁb 10 reduce tho rate of loswa spwes
and :%gural 2::8 4 semi-na hﬁﬁu {in particalar tmpica sts)
‘both domestieally and intm:monallv‘? : :

" 45-93955733:

[l

' 1 Hasthe Govemment recenﬂy adopted.) ar strengh,ened any msulatory
gi‘economic {Rcentives programme, increased its level ofbudgetary -

. :!upﬁonr& or used lntemztlou! instltutioas $o protect and/dr reetore :

o A-ﬁl%andm e;asml:::ﬁnds Y eia
.-« other neer-chore 69 eoosymms
. =endangered ?m:ies Babliats .
« primary o8 ¢
- Fivers aad mi"a‘is

:-conlmfs? l .

*2.2 What properion of Sies meetlng chiterta o deslgnaﬁon o protected

sites under international eonmﬁons have been o0 designated

‘2.3 What pmpurﬁon of sites dealgmte& for. mre conservation by the
Governmen

have been Jost or damaged in the last 5 years? What steps
has the Governmont takan to lmpmo proteetion wﬂﬂlife in non+
designated sites? - .

2.4 Hasghe Governmem % = e%n bﬁgw !‘M ect W
onservation programme creas SUPPO! ro!

:“-emainhuzl pr 2 foreats and restore slgnifi aanatryahag%rm

What measures hasthe Government introduced to prot

donéﬁs?ﬁe woodlant of witdlife va!ue- ic ns ares dec and il‘ 59, by how

mu .

25 What qnauu of tmplcal timber has the eountxy tmpon annually for -

_ thelast S years (a inmlud(b)pereepua?

26 Wha' significant atepshumcomnmmmga)onu:ownm
Irecting its ropressntatives (o the multilsteral
to oppose any proposas devélopment piojeets that wonld lea to the

. destruction of primary trople forests?

2.7 -Does the Gwemmmt require bnawal a!d agencies to-sct mndardé :
desizried to prevent the agencies from funding ggn&s in the tropical

- forested countries that wasld lead to the deumeﬁon of the forests or the. N

loss of biological mmm

28 What mps has the Goverummttaku to enmthat the Trbpical '
 Forestry Action Plan is reformed?”

:2.9 ‘What active steps has the Government tahen in the pursuit ofa legany

gn ltn intemtio ngrnmm to ﬁmoto tlw comtion of the wnrld's
rests?

i

230 Has the Govmmmtum ui;hiﬁcant stepaonmown,thro trea

.. \mplementation or thvough fts relo in mnmhmul dcvolcpmm b:gll:l to &
protect 6nd restore hwﬂ:

= inlond and coastal wethnds . .'

« other near-shore coastal GCOMI S L ‘ L

« endangered specles hebitats - - -
- primary or old growth forests -
- rivers and estuaries :
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The U.S. record en protection ¢f fresh water and marine

~ gystems ie a variakble. Wwhere the U,8, is party to
international agreszents, implementation and cempliance is

. oiten ?ood; but with some notable exceptions, sugh as the off-.

} shore - Incineration of contaminated wood dedbris. Some :

opposition to proposals for international dans (e.g. on sludge

dumping, industrial wacte) has' aleo been noted. . Disposal of -
waste outside U.S. waters. is not restricted - even in those
cases. where it would be prohibited within U.S. territorial

" waters. ; R SRR . - -

Quality criteria are not: always strict-enough to sufficiently
protect the sguatic environment eo¢ that rules which might be

. thought to ban.or limit disposal into water are often
ineffective, , . ‘ '

Although scme research is under way to reduca incidental
fishing, the current‘fﬁsheriés-polgciea_are not adeguate
1 enough to protect stocks. Inconsistensy is also avidant in
that the use of drift nets in the Pacific is being- '
discouraged, but tolerated ‘in the Atlantie. - :

Apart from monitering toxics for the purposes of aggessing
. compliance with legal permits, the gathering of baseline data
" nas not been conducted vigorously or coordinated hetwaen '
various regulatory agencies. '
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280 120 €1 138 ©5 114 105 117

poxcent =~ Si 28 55 38 46 42 47

) 1.
3
3.
‘4.

S.:

. 6.

'70:.'

Germany . = 55%

Canada C B8

Usa 47%
Japan © . 46%
UK ' T 42%

Italy © 38%

France 28%

% insufficient data was available to provide a coore: the

weighting for this
-~ the percentage.

question was disregarded in calculating

e e we—e
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3 WATER & OCEANS: Docs the Government have 8 oomprehensive
strategy to contro} and reduce sources of freshwater and marlne

e

" | pollution and to protect watex reeoums?

3.1 Isthe Government in breach of any iuternat!onal laws tezardiug the -
protection of the marine enﬂmnmem? ‘ .

32 Is there an effective systein of control and entbroement of the
MARPOL convention and have finoi sufficient to dater ponucm been
: imposed for illegal dxscharges of ol and other substances? :

3.3 Does-the Govemm-t still permit the dum g ofwaste matertals

. dim%totheoeear_xsmdismeomittedtoen epraotiee'bywtat e

" target date?

34 Has the Govermnent set 8 ﬁmetable for 8 stated feductionln :
discharges of persistent toxics to.the marine environment? Does thiy

timetab e requlre a specific percentsge target reduction by 20007.

3.8 Has the Government set reduction targe's to limit water-bome and air- :
‘borne pollution of near-shore coastal waters? - . -

A6 Has the Gove.rnmem ratified the Basel Cnnmﬂon and sup rted the

London Dumping Convention resolution to prevent the exptrrt 0 hazardous
- wastes for ocean dtsposal by non-rmember countries?

3.7 Beyond national 2ones orjnrlsdictlon, does the Gavernment have o

Rrogramme 1o ensere that corporations ere not diseharging or dumping -

Ma::rdogs or toxi¢ snbmnm m other eountrie:’ eoattax waters orin the
sen .

: 3.8 Has the Government promoted and arﬁel ated fn nal agreements
providing spcclal protectel:i status to ungiﬁve xgarine ecoreggtems"

3.9 Doss the Governmeént produeo rollable bnulino ln!‘omation abou: mal

_ leadings of metals, organics, nutrients and other ponutants entering its - -

esfuaries and other nm—ahore mstal waters or ate rogramm
to developit? , W d °

g

&loec?so(ei; tl;: g:vemr?ent’s ﬂsrheries policy take nature consemmon
as < rotection o non-commemial species, effects. th
. wgsystm asa whsoll,e) into awmmt‘ on e

" P.O7

P S R
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4 TRANSPORTS UEA . . . . . |scomE 24%

.]—"_A_._ )

There is no féderal;Governneﬁtlpoliéi of paducing private car .

xilemeters travelied, although ecma states are getting -
trrgets. ' s :

_ catalytic converters have beenfféguitéd-bn,ﬁé automobiles

gince 1975. The 1950 Clean Alr Act Amendments fuvitheX :
strengthen standards and give states the option - capbing
the more stringent California standacdi. thewely 55 e2g
from 2005 to 2018 the ¢ime when Loyl suliiouigy siadens wisng
start increasinq-aqaih,‘-sthteg‘wéﬁh sub-gtandasd: adr gunlity.
are also expiicitly required to implement trang cittation
control measures to help raduce smog-forning emissions.

The U.B. Gevhrnnent'ﬁaﬁ net set an upper limit on traffic
g:owth over the next ten years. Vehicle kilometers have been
noreasing batween 2.5 and 3% each year during the last.

decade, resulting in rising €02 emissions, Fuel efficiency

standarde ensure a current corporata-wide average of 1.6
kilometers per litre (kmpl) (27.5 mpg). However, the
Corporate Average Fuel Efficiency. (CAFE) standards have not

. pbeen strengthenad since 1975, and the Administration has

opposed any strengthening of the 'CAFE standards.

over the last ten.years, the proportiecn of funds allocated for-
mass transit hac declined eignificantly. The Urban Mass - .
Transportaticn Adminietration’s budget lost 37%. of its buying .
power; while Pederal Highway Adminigtratien funding increased
23% over inflation. The Administration’s Transportation bill
is expanding the size of the national highway system to: .

340,060 kilometers (150,000 miles). Over 60% of federal funds -
. are for this purpose. ' . - .

"The Adninistration is proposing to ¢ut the percantage of the

budget allecated to mass transit even further over the .next
five years, whereas a Senate bill would expand. federal
commitments to mass transit and allow looal governments more

flexibiiity in spending federal transportation dollars on mass
transit. : : . .

Federal petrol taxes i the U.S. are very low compared o
other industrialized countries and do not reflect
environmental costs.

The federal Government has nationally.apélicable'spaad 1inits

of 88 kilometers per hour. (kmph) (35 mph) in urban areas and
105 xxph (65 mph) outside urbanized areas. : :

TOTAL P.B8
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N -zf.bo_uo"'j-c-- :_!:é:affl'pégt, .

" wWoight Can ¥ra Ger Ita Jap VK VA
c e b8 3 L0 B
o o 3. 2 ‘0 0 .1
‘a/a.n/s n/a 1/ B/8 B/8 B/8
2 o 6. 0. B '}9‘ 2

6 o
14
3 1
o 2
a 30
o

s
)
3
- [ i
3 n/% s 3
3 0 3
2 a 2
2 3 o
: : .

PP S

3
1
0
o 3
]
t

n/a

: soore 210 24 30 22 26 73 38 51 -

percent - 17 14 10 23 84 13 a4

i. Japan 34% . -
USA L 24%

v { . 3, Canada. . 17%

A . - 4., France - 14%

g 8 . . 5. Italy S &t
UK ST T 13%

7. Gérmany . 108

n/a: The questions on thie isgue are cutside the
' jurisdiction of the Canadiun Fedaral Goevernment. .
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’ TRAN' RT: Has the Govemmenﬂntmduced or commitred Hoelfton N O
s :rans SP()“q ’and investmeént Programme toeneourage altematives to 1. : H
%o in private car nse? ; _

a1 Does the Governmem have & poucy*to neduee prtvate cir ldlomes:es
travelled? -

42 Mas the Govermment set an g perlimltonmfﬁcmwthoverthenm L A
_luyeersandwhatmeamhes introdnceuasamult" .

......

43 Yyhat are the (&) most recent smmal aata {b) trend over 5yem
(¢) projected 10 ye(az)' tmnﬁs in tmuspmz énzto'r emiasiena for

» vehicle ld]omems n- total

- carbon dicxide (COZ) B . o .

- nitrogen oxides (N _ : : . L
--carbonmonoxlde(CO)and e . s

- hydrocarbons EEE ,

In (a) total and (b) aspercentaga hcueses over the lact five yurs"

4.4 What vehicle fuel eMictency | standaids are currentiy in forea? Has the
Gevemment vpgraded these standards In the lasty

" .45 Has the Government reviewed and reduiced is road building

- programmes tc take into conuidcraﬂon ﬂw eﬁ'ect of !nﬁ-astructure pmvision
on traffic growth? SR

4.6 What s the Jevel of the Government’s total and per caplts direct
public transport Infrastructure investmient? Whathas been the recent trend
over § years and what futm plans have bem announeed?

4.7 Does the Govmment provide ineemives to local avthorities to eurb - |
the growth in private car use and lnmase pm!slon of t!tematlves?

4.8 Has the Government introduced a fuel prlclngpolicyand tantlon of
‘private car use to reflect its full environmental msts ‘

: 49 Has the Government tntrodueed maanm to speed the take
’ . up and retroﬁtting of catalytic converters?

13
H
.
§
b
i
;A
¥
o
4
e
‘.

. 410 What !poed controls for motozw?fl and em:-nrban drivlng to '
::mu ég;l eMclency and reduce po utant eminions has the Govmment .
u
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" s zAND USE: UBRA . S o  SCORE 26%

The U.S. Government has net taken any direct steps.to ensure
1 ¢hat land use ana -transpert plqnning»are.inteqrated'to reduce
1 +ravel., Federal highway investpents continue to foster.

{ spread-cut development and on balance the Administration’s
surface Transportation Bill will continue this trend. -
cumulatively, U.S. policies have fostered the gpreading out of
-davelopment. . N . - ~

- 3Indeed, the U.S. Government avolds 1egialative-prog:annag.gnat
bave express impacte on the use of privately owned land.
However,.seve:al.programnes‘under,the Food. Security Act (198%)°

: & nave reduced the impact of changes to agricultural use, -

- particularly with regard to wetlands and lands susceptibla to
-eresion. ' o : :
Daspite a continuing alew increage in the number of protected

areas, many are threatened by development, notably for

minerals oY energy supply, or by unsustainable rates of
timber=-cutting subsidized by the Forest Service.

Environmental Impéct.Assessméht‘finplenented since .1970) hoa
hz8 positive benefits.in the ingustrial sector, although
recont supreme court rulings bave.weakened the reguirements.

‘wne provicions for public.cénsultation and input regarding
land use changes are substantial, but have not beéen improved
- recently.. T ' o C :
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' 1992 ENVIROGUMMIT BCORECARD' RBGULISt \
Iegua S° mﬁ Use
weight Can ¥Za Ger Ita Jap VR TSk
10 S ; .
, 1 2 n/a1 ;0.2 @ 3.0
2 1 n/isf.tt'» 0o 2 1 2
3. : /a3 3 4 0.4 2
4 2 n/ad4 0 0.0 3 2
Is 1 m/mi 0 ©O O 1 8
18 3 a)qu o o1 1 9
7 2 n/ai 0 3 1.5 5
8 2 n/as5 3 5 1 5 &
9 o =/ n/a n/s /a2 n/a /8 B/R
10 2 m/a* 7 4 9 2 3
score 1500 30 26 .36 25 47 39
1 pereent = 23 17 24 17 31 26
| 1. UK SRR LI
] 2. USA 26%
4. France - 23%
5. Japan’ 17%

5. Germany B YA

n/a: The questions on this issue are outside the
Jurisdiction of the Canaedian Federal Government.

*  insufficient date was available to provide a score; the
weighting for this question
the percentage. . j

.was disregarded in calcuiating
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LAND USE: What steps has the Government taken to ensuso that its

tic land use policy with respect 60 transpo residential,
ggg::ergi:l, lndusﬁal? agricultural and foresty ¢ eveloprent is
environmentally sustainable? . . 4

PSSPt PEIS S SR

5.1 What steps have been taken, including proposed or newly adopted .
legisiation, to ensure that land-use and transport planning are ated to
reduce travel, particularly to take advantage of existing or proposes public
transport systems or to ‘minimize reliance on the single occupant private
: §2 Does Government effactively target publie¢ infrastructyre investments -
i ‘and subsidies to foster such patterns of devgl,opmmt‘!- _

i 5.3 What legislation has been introduced in the Jast & years fo ensure that
changes in land use do not adversely affect or cause the minimum damage .
to the affected environment? Has this or any existi: legislation proved
effective in fostering patterns of development that minimize pollution and
harm to important land resources? - - ..

; 5.4 What steps have been taken in the land use planning system.to: - .
ensure that new development is energy efficlent? - . A

‘5.8 What monitoring is carried out to edsure the effectiveness of land use
policies in preventing travel growth, reducing land take-and polldtion, and.
protecting special sites? - c ' c "

§.6 Has the meroduction of-Envkonménfd Assessment Ieglsiation been
accompanied by an attributable reduction in: the development of protected
.-x‘e‘asict:he owth of travel; land take; or pollution? What are the L
.reductions? _ - :

5.7 What legal provision is there for dpublic consultation over éignlncant
U

O wim el o ek e nadee s P

o laTenm et

. Jand use changes and has this procedure been strengthened recently?

55 What is the trend over 8 years for the Aumber and size of protected

areas? What percentage of the protected area is threatened by
development and how much is lost each year? '

e L adton Liithe e an Sk a0 K3 paiaida”, < i

5.9 What changes have there been i the last § years'in the areas of:
- - arable and cropland;
- un-improved grassiands
- semi-natural habitats
-« wooded areas . R
‘= urban and housing development
-road development - .
- mineral workings.

P TN L

—

N .y

£.10 What proportians of urban land are derelict and what measures has
tdheoi'el ch‘éeé‘:-?‘em taken to promote reuse of derelict land and prevent future
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© MGRICULTURE: USA . . - .-l " sStoRE 33§

The U.S.-Government-has-no%-adopted-specific targets for the
reduction of nitrate and pesticide uge. - The 1990 Farm Act
authorised a programme’ £ pay garpara in gensitive water
guality areas to implement,managament‘practiues that wounlad

reduce agricultural ippacte on_watar-qua14ty,,Boeeve:p the
.budgee £9:-theyprogganne.was;ley enoughAtog@nreli 100;900_

acres for three yearg.

rarning, Hewever, both the 1985 and 1990 Farm Bills - . -
autnorisad-:esearch'into,"1aw'inputisustainable-ngriculture" .
(LTSA) practices. 1ISA research represents only & small
fraction of the tqtal.zaderalfaqricultutal research budget.

Measuremnents of soil erosion on agricultural lands in the U.S.
are compiled, analysed and published eve - five years, as. part
oz the National Regource Inventory.. The 1985 Fara Act . -
required all farmers whe recelve agriculture subsidies to

-develop & plan to control excess soll erosion eon- thelr  -lands

by 1990, end to implement these plans by 1995. - -

‘The United States dees not prohibit exports of panned

pesticides and does not.reguire counti es importing hazardous
pesticides to formally conssnt to such imports. The U.S.
Agency for‘tnternqtional Devaloprment has formed advisory
conmititeas on sustainable agriculture, and drafted sustainable
agriculture policy guidelines. overall, hovever, sustainable
development programmes constitute a minor portion of total

' foreign development assistance. _ .

P.G6

‘-Thevvas. hasino,specific-targété,for organic of:lesé‘intensivé,‘
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<:§§§¢"é:: iééiguiéu:i
b T ’
Weight - Can ¥ra cer Its Jap UK USA
Sl s 4 i3z 23 4
2 e 2 5 0 2 3 s 3
3 2 5. 5 3 1.2 2.3
4. + 3 -3 9 °.‘ -3."'0
s 3 o 4 0.0 0 2 2
6 s 5 4 3 2 2.1 6
17 1 /w3 -3 0 2 4 4
'8 2 5 3 4 6 0 4 S
9 s 5 1 © 3. 7 P
10 s ¢ 3 4 2 0 3 3
score 230.75 71,47 35 49 64 71
percest = . 34 31 20 15 21 28 31

1.‘_Canad§ C . 3a%

2. . Prance N 31%
2: UBa 31%
4. UK 28%
5- Japan ‘e 21%
6. Germany 20%
7. Italy . is5%

pP.a?
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' CULTUR.E: Does the Government setively promote =
gn&?o?meﬂtauy sustainable agrienltural mcﬁcgs-.gqmestﬁeally and in
| bilateral and multilatersl foreign aid, trads exd londing programmes?

T = A

6.1 Hasthe Govemment adbpfed‘meciﬂ'cf _iﬁgr,amzﬂéé to §¢hieve,
- environmentally sensltive domestic agri,cul‘:)ml practices throughout the
farmied area including specific targets fors the reduction of nitrate and
- pesticids wse, soll erosion, protection.of wildlife mé'landmape fe_atureg?
62 Has the Goverament ntvoduced specific regulatjons and market
incentives ¢o recuce and prevent the impect of chemical-mtensive -

agriculture on suxface and ground water? o

6.3 ‘Does the Government sponsor research on agricultural practices , .
specifically designed to reduce adverse environmental impsctsof = . - B
sgriculture? What percentage of the Government’s agricultural research and 4
development budget ic 'sgent on ‘sich research, and how has this N : .

percentage changed in the last § years? _ - !

“6.4 Has the Government measured and published data on agricultnral

. emissions of greenhouse gases? What are the most recent figures and has
the Government.committed itself to and introduced a timetabled
programue to reduce such emissions?. - - . :

6.5 VWhat are the Government’s timetabled target for (a) organic and (b)
less intensive farming? What measures are in place to secure these?. -

6.6 Does the country measure soil loss from its agricnitural lands? Has
the Government adopted specific programmes and targets to reduce excess
soil loss from agricultural land;, anct_tq’_reclai'm sgve:ely.erodgd.lands?

6.7 Does the Government measure Joss of farmland to u'rb"an-ahd -
suburban development? What is the trerid over the last § years? Has the
- Government increased or relaxed resirictions on the déve{:

. r pment of prinie
ER agricultural lands in the last 8 years? . .. . v

68 Hasthe Government adoptid programmes to identify, protect and ' :
enhance natural ecosystems at risk of conversion'to agriculture, and to - . ﬂ
restore natural ecosystems already converted to agricaitural prodiction?

63 Dots the Goverriment prohibit exports of pésticdes which have been

“banned within the country, and does it require Prior Informed Consent from
_importing countries for pesticide exports? = . S

6.10 Does the Government actively heélp to promoté evironmentally . d
sensitive, community-based agricultural assistance to developing countries B '
its foreign aid, trade and lending programmes? = .~

through
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7 WASTE: USA

waste policies are not well developed in the U.5. and there
has been little esrort put into wasgte reguction policies.
TInternational and interstate shipments of waste ave not
rohipited, and g¢tate and/cx lo@alqiﬂitjatives are -increasind
recycling efforts put have had'to.SubstL;ute-for~tho-almost
complete lack of Federal programmes. ~ - § o

some indirect tools tor vaste reduction do exist: for . -
instance, the abeolute and restrospective: "cradle to grave"
1tability ‘imposed onlproqugerb-ofjwaste is a remarkakle policy
wnich other countries would do well to adaopt. - The “Community
Right-to-Kriow" programre reguires publication of companies’
inventories of toxic réleases,,enabling citizens to press for )
waste reduction programmes, - -On the other hand, .more direct L -
waste ninimisation progranmeS'do not exist, except perhaps in o
the Department of Enargy's'initiagives to redice the amount of
radiocactive wastos. Cmexicity reduction programnes exist, '
through the applicaticn ot *bhest available technology" to o
discharges and through gtrict regulations or pans en aome . SR
specific chemicals. . ; o .
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‘wasta.

. 3
'3
3
2
2
3
1
2
3

3

2
2
2
1
Y
3
5
3
o

R |

3
8
2
3
s
3
s
3.

o.

A 'w o O N

o o =

T )

Weigkt can Fra Ger -Ita
. "
.

i

~

4
4
6
8
'5.
6
5
2

‘gap UR UBA '

.-

2

4
5
-}
s
3,
5
5
1'..

6
i
1
2

4
5
6
2
3

score

230

percent

48
21

79

e

b ¥

671
29

108

69

30

78
34

1.
2.
2.
. 4,
'S,
6.
7.

Japan

- Usa
France
UK
Italy -
Canada

Germany

46%.

4%

12%

. 34% .
‘30
29% -
- 21%

P.18
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7 WASTE: Has the Government cosmitted 1tself to @ comprebensive o
waste and industrial eralssions reduction or rﬁllng strategy and 2
phase-out date for all products and processes: ch result in toxic, o
persistent and bioaccumulative substances? R \
7.1 Has the Government adopted aa effective POIicy 10 promote integrated

waste menagement covering raw materials, manufacturing and use of .
products, with an absolute and retrospective ‘cradle to grave’ liability for
. produeersotwnsle?_,. L R o ,

72 Does the Government have an effective programme to ensure that o
discharges of sewage (0 marine environments are subject to biclogical and " .
putrient removal mmant‘.’ B L o

" 73 Does the Government ban the transboundaty shipment of waste except o
tho? m‘l;o which tlie most part may be recycied and reused in' making raw
products? : o : , , o

7.4 What quantity of (a) mumicipal waste per uY}i:a and (b) industrial
waste per unit of GNP has been produced annua for the 1ast 5 years?
Does the Government have 8 timetabled programme to reduce and/or

prevent such waste? ' ‘ S : .

4.5 What is the trend for the proportion of municipel solid waste recycled. |
for the last 8 years? What do recent trends show? Has the Government 56t L
tim:lt‘g’bled specific targets to increase the proportion, and if so by how. -
rmuchn. o . . . ,

7. What amounts, in absolute terms; per capita and as 8 pex;eeﬁta e of
municipal solid waste of the following are recycled; aluminium; steel;
glass; plastics; paper and what do trends’in the last S years show?

IR S

! .7 Doe the Government have a policy and programme (o achieve a
H timetabled reduction of the dispersal and releases of persistent toxics to
: the environment? What percentage by what dates? - .

"3 # 8 Does the Government require the application of available
technology’ to control the discharge of polluting materials to the
environment? r , - -

i © 1.9 Does the "Goyermhent ‘hiave a programme of re'gnlationé and/or
i economic incentives to promote the development of substitute products
E and processes that niinimize the generation and dispersal of waste?

7.10 What steps has the Government taker t0 reduce production of- :
_ radipactive waste, and how coherent nre $1s plans for radioactive waste
management? : . , :
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® GLOBAL RELATIONS: OSA ' -~ - ' 'SCORE 39§

. A modest reduction of. developing country debt .is provided ror
under the Americas Initiative, but the majority of debt,
outstanding to commercial banks, -remains unaffectec. Hewever,

1  ¢here have been no meaningful reasuves Le addrecs tho problemn

] of the environmental impact of strustural adjusimoni

programmes., . VP -

Environmerical reforums ©f the African Developnent Bark have

been sought as a condition of recent funding replenishment,

and the US Executive Directore to Multilateral Development

Banks Will be reguired to abstain from supporting proposed
rojects unless environmental impact agsessnent procedures are

| implemented. . .

The USA continues to deny funds to the.United Nations Fund for
Population Activities.. . ; - o

The US, through its own Treasury and its powerful yole within
the World Bank, is encouraging greater focus on energy A B,
efficiency in energy sector loans, supports the Glecbal
Environmental Facility, and hns;auppo:ted a National
‘Environmental Lean to Poland to assist pollution prevention.

It has also supported and provided assistance to devaloping
countries for strengthening envirommental institutione and

NGOs, which it actively encouragss to participate in policy -
devalopmant. R L L N

1

" As rogards interrational trade negetiations, in particular ..
GATT, the US .is waking up to the environmental implications of
remeving. trade barriers based on scientifically-derived
: environmental and health standards. However, environmental

- concerne are typically treated in parallel with trade isaues,
rathder than ags a central feature, theredby missing scme key
concerns such as biodiversity and the position of developing
countries. ‘ ' ' :
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.. -zesue 8: .Global Relatiens .

: Weight Can Fra Ger 1ts Jep UK USA - ]

+ s s & 4.6 6 8 4 -

2’ 2 € 5 .3 6 1 2 7

3 s 7 2 2 1 2 2 6

" 2 4 2 3 & 3 4 4

5 2 6 3:-0:4 3 & 6 -

6 3.z 3 0o 1 1 1 4

7 3 2 ©¢ 0o ¢ .0 2 s

|8 s 4 s 8 3 5 2 2

) 2 2 '« @ € 2 2 2

10 2 7 4 31 '3 2 5 2

coore - 260 312.67 41 85 66 €3 101

‘percent ‘43 g9 16 33 25 27 39
1. canada  43%
2. USA 39%
3. ITtaly . 33%
&. Franc . - 29%
s. UK - - 27%
6. Japan: 25%
7 Germany 16%

* I.insgfficien’c Qaﬁa'wasavanahle to 'pi:avida a score; the '
weighting for this questiocf was disregarded in calculating
the percentags. : ) . ) '
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8 lGLOBAL RELATIONS: What recent steps bat the Government ‘taken to
{ help to alleviate poverty and population pressures, mprove energy

eficiency, promote CFC substitutes, conserve forests, and assist

sustainable agriculture and water management in Eastern Europe and

P14

1 the Jess developed countries? . .

8.1 What steps has the Government taked fo reduce thenet flowof =
. fimance from less developed couniries to 1t? Has the Government taken any
aeciﬁc debt alleviation measures on a () bilateral or (b) multilateral

fr

83 Has the Government used its ivghoﬁl‘y"ié multilatei‘al dévéldpmem

bairks to promote environmentally sbund investments and to jntegrate -
' enyironm%ﬂtal considerattons iirto all of their activities? - e

8.3 Has the Government actively promoted axid monitored the use of
thorough environmental impact assessment procedures by multilateral
development agencies and doss i¢ require that the impacts of structural
_adjustment policies, on the natural resource base and social scetors, be
carefully examined and taken fully into cqp:;ﬂergﬂon? "
. . . . . - AgEe . .o
8.4 What specific steps has thé Government taken to remave obstacles to,
and promote, through public and private investment, the transferof -
technologies to control and prevent pollution and use energy efficiently in.
developing countries and Eestern Europe? - | :
8.5 What specific assistance has the Government provided to establish
indigenous pollution control industries abrosd and develop environmental
minfstrles and non-Governmental structures to protect the environment?

8.6 What steps has the Government téim: in its own tmdlng ralations and
i1 multilatersal negotiations tc easure trading practices consistent with

environmentally sustainable development, especially in the Uruguay Round
ofthe GATT?.~ ey ! _

8.7 What is the Goverament’s policy towards GATT compliance with
" national programmes desigmed to protect significant natural resources,
such as tropical forests, old growth forests and marire mammals?

8.8 What s the current level 61", and trend for the Jast mrs in officisal
development assistance expressed as a percentage of GNP? - - :

89 Is the Government providing technieal assistance to e(_;nniﬂes where
s mvate sector is operating to ensure compliance with nationsl

environmental legislation and standards, or those of the host country where
they ar¢ higher? ’ T :

810 Doe¢s the Govemment'pi-ovidé technicai and financial as'si' o

family planning? How close does the Goverrunent come 1o pmﬂsdt?mft:or

GDP-fair share of the estiinated total funding needed to achieve UN Jows -

pgrtmf!mgrl‘:-“lz'x;(l)jectlons?ﬂ!}e?l the.Gtovemmen‘ dh t’s tc:lx:lﬁdpoliq‘r and assistance.

mes support elementary and secon sducation
women and if so, at- what !cvel‘.’q | o ' p.rOgraTmes for

o
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9 PUBLIC RICET TO KNOW: USA . 5CORE €7%

A federal Freadon of Infptmatioﬁ,hbt~givaé_public access to
federal monitoring data but-does not provide for access to

. -state data, which is dependent on the legislation of the -
. particular state. NGO participation in national adviscry

committees is weak. dne. to the legal process governing formal

participation, but the U.5. doas’ support ;the xights of NGOs to’

attend international,institut;pngl wneetings. -

An "Environmental Guality" report -is published ‘annually, and

the procedures and funding for snvirormental impact.assessment -

are regarded as quite effective, The multilateral development
votes are public. Spending pn:educatiOn.has.increazed,.and

. ‘the spending of the U.S. Agencylfor.xpternatioﬁgl Development

environment sector has also increased.

Environmental labelling. of proauéts is not mandatory except
tor a few fedéral schemes such as those that- include tropical
rimbers and tuna fish prodgucts. Schemes are being developed.

" "4n the private sector. . -

Data on toxic émisgicné from manutaéﬁuring iﬁdust£ié= ie
collected and published, but the scope of thiz could be
{ncreased to cover all.or more chemicals emitted, the use ‘of

chemicals, and currently excluded industries.
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POLITICAL DECLARATION

STRENGTHENING THE INTERNATIONAL ORDER

1. We, the leaders of our seven countries and the
representatives of the European Community, renew our firm
commitment to the ideal of a peaceful, just, democratic and
prosperous world. The international community faces enormous
challenges. But there is also reason for hope. We must
reinforce the multilateral approach to the solution of common
problems and work to strengthen the international system of
which the United Nations, based on its Charter, remains so
central a part. We call on the leaders of other nations to
join us in that cause. ’ |

2. It is a matter for hope and encouragement that the United
Nations Security Council, with the backing of the
international community, showed during the Gulf crisis that it
could fulfil its role of acting to restore international peace
and security and to resolve conflict. With the East-West
confrontation of the last four decades behind us, the
international community must now build on this new spirit of
cooperation not only in the Middle East but wherever danger
and conflict threaten or other challenges must be met.



3. We believe the conditions now exist for the United Nations

to fulfil completely the promise and the vision of its
founders. A revitalised United Nations will have a central
role in strengthening the international order. We commit
ourselves to making the UN stronger, more efficient and more
effective in order to protect human rights, to maintain peace
and security for all and to deter aggression. We will make
preventive diplomacy a top priority to help avert future
conflicts by making clear to potential aggressors the
consequences of their actions. The UN’s role in peacekeeping
should be reinforced and we are prepared to support this
strongly. ‘

4. We note that the urgent and overwhelming nature of the
humanitarian problem in Irag caused by violent oppression by
the Government required exceptional action by the
international community, following UNSCR 688. We urge the UN
and its affiliated agencies to be ready to consider similar
action in the future if the circumstances require it. The
international community cannot stand idly by in cases where
widespread human suffering from famine, war, oppression,
refugee flows, disease or flood reaches urgent and
overwhelming proportions.

5. The recent tragedies in Bangladesh, Iraqg and the Horn of
Africa demonstrate the need to reinforce UN relief in coping
with emergencies. We call on all Member States to respond to
the Secretary General’s appeal for voluntary contributions.

We would like to see moves to strengﬁhen the coordination, and
to accelerate the effective delivery, of all UN relief for

' major disasters. Such initiatives, as part of an overall

effort to make the UN more effective could include:



(a) the deéignation of a high level official, answerable only

to the United Nations Secretary-General, who would be
responsible for directing a prompt and well-integrated
international response to emergencies, and for coordinating
the relevant UN appeals; and

(b) improvement in the arrangements whereby resources from
within the UN system and support from donor countries and NGOs
can be mobilised to meet urgent humanitarian needs in time of
crisis. '

The United Nations would then be able to take the early action
that has sometimes been missing in the past. The United
Nations should also make full use of its early warning
capacity to alert the international community to coming crises
and to work on the preparation of contingency plans, to
include the question of prior earmarking of resources and
material that would be available to meet these contingencies.

6. Since we last met the world has witnessed the invasion,
occupation and subsequent liberation of Kuwait. The
6verwhelming response of the international community in
reversing the forcible annexation of one small nation was

evidence of the widespread preference for

- taking collective measures against threats to the peace
and to suppress aggression

- settling disputes peacefully
- upholding the rule of law and

- protecting human rights.



These principles are essential to the civilised conduct of

relations between states.

7. We eipress our support for what the countries of the Gulf

and their neighbours are doing to ensure their security in

future. We intend to maintain sanctions against Iraq until
all the relevant resolutions of the Security Council have been
implemented in full and the people of Iraq, as well as their
neighbours, can live without fear of intimidation, repression
or attack. As for the Iraqi people, they deserve the
opportunity to choose their leadership openly and
democratically. We look forward to the forthcoming elections
in Kuwait and to an improvement of the human rights situation
there and in the region.

8. We attach overriding importance to the launching of a
process designed to bring comprehensive, just and lasting
peace between Israel and her Arab neighbours, including the
Palestinians. Such a peace should be based on UN SCRs 242 and
338 and the principle of territory for peace. We support the
concept of a peace conference starting parallel and direct
negotiations between Israel and representative Palestinians on
the one hand and Israel and the Arab states on the other. We
confirm our continuing support for the current American
initiative to advance the peace process, which we believe
offers the best hope of progress towards a settlement. We
urge all the parties to the dispute to adopt reciprocal and
balanced confidence-building measures and to show the
flexibility necessary to allow a peace conference to be
convened on the basis set out in this initiative. In that
connection we believe that the Arab boycott should be
suspended as should the Israeli policy of building settlements
in the occupied territories.



9. We take note with satisfaction of the prospects opened by

the restoration of security in Lebanon. We continue to
support efforts by the Lebanese authorities to achieve the
implementation of the Taif process, which will lead to the
departure of all foreign forces and the holding of free

elections.

10. We express our willingness to support the development of
economic cooperation among the countries of the Middle East
on the basis of liberal policies designed to encourage the
repatriation of capital, an increase in investment and a
decrease in obstacles to trade. Such policies should be
accompanied by comprehensive long-term efforts to bring about
more stability for the Middle East and the Mediterranean.

1ll1. We welcome the further substantial progress in reform,
both political and economic, achieved in the countries of
Central and Eastern Europe during the last year and recognise
that these gains will need to be maintained through a
difficult period of economic transition, including through
regional initiatives. We have a strong interest in the
success of market reforms and democracy in Central and
Eastern Europe and we commit ourselves to full support for
these reforms. We also take note of the progress of Albania
towards joining the democratic community of nations.

12. Our support for the process of fundamental reform in the
Soviet Union remains as strong as ever. We believe that new
thinking in Soviet foreign policy, which has done so much to
reduce East/West tension and strengthen the multilateral peace
and security system, should be applied on a global basis. We
hope that this new spirit of international co-operation will
be as fully reflected in Asia as in Europe. We welcome



efforts to create a new union, based on consent not coercion,
which genuinely responds to the wishes of the peoples of the
Soviet Union. The scale of this undertaking is enormous: an
open and democratic Soviet Upion able to play its full part in
building stability and trust.in the world. We reiterate our
commitment to working with t#e Soviet Union to support their
efforts to create an open soéiety, a pluralistic democracy and
a market economy. We hope the negotiations between the USSR
and the elected governments of the Baltic countries will
resolve their future democratically and in accordance with the
legitimate aspirations of the people.

13. It is for the peoples of Yugoslavia themselves to decide
upon their future. However the situation in Yugoslavia
continues to cause great concern. Military force and
bloodshed cannot lead to a lasting settlement and will only
put at risk wider stability. We call for a halt to violence, .
the deactivation and return of military forces to barracks and
a permanent ceasefire. We urge all parfies to comply with the
provisions of the Brioni agreement as it stands. We welcome
the efforts of the European Community and its member states in
assisting in the resolution of the Yugoslav crisis. We
therefore support the dispatch of EC monitors to Yugoslavia,
within the framework of the CSCE emergency mechanism. We will
do whatever we can, with others in the international
community, to encourage and support the process of dialogue
and negotiation in accordance with the principles enshrined in
the Helsinki Final Act and the Paris Charter for a new Europe,
in particular respect for human rights, including rights of
minorities and the right of peoples to self-determination in
conformity with the Charter of the United Nations and with the

-relevant norms of international law, including those relating -

to territorial integrity of states. The normalisation of the



present situation will allow us to contribute to the
indispensable economic recovery of the country.

14. We welcome the positive developments in South Africa,
where the legislative pillars of apartheid have at last been
dismantled. We hope that these important steps will be
followed by the de facto elimination of apartheid and
improvement in the situation of the most impoverished among
the population of South Africa. We hope that negotiations on
a new Constitution leading to non-racial democracy will begin
shortly and will not be disrupted by the tragic upsurge of
violence. All parties must do all that is in their power

to resolve the problem of violence. We are concerned that the
foundation for a new non-racial South Africa will be
undermined by mounting social problems and declining economic
prospects for the majority of the population, which have
contributed to the violence. There is an urgent need to
restore growth to the economy to help reduce inequalities of
wealth and opportunity. South Africa needs to pursue new
economic, investment and other policies that permit normal
access to all sources of foreign borrowing. In addition to
its own domestic efforts, South Africa also needs the help of
the international community, especially in those areas where
the majority have long suffered deprivation: education,
health, housing and social welfare. We will direct our aid

1

15. Finally, we look for further strengthening of the

for these purposes.

international order by continued|vigorous efforts to deter
terrorism and hostage taking. We call for the immediate and
unconditional release of'all hoséages wherever they may be
held and for an accounting of all persons taken hostage who

may have died while being held. |[We welcome the undertakings
oo



given by governments with an influence over hostage holders

to work for the release of hostages and urge them to
intensify their efforts to this end. We extend our sympathy
to the friends and relations of those held. We reaffirm our
condemnation of all forms of terrorism. We will work
together to deter and combat terrorism by all possible means
within the framework of international law and national
legislation, particularly in the fields of international
civil aviation security and the marking of plastic explosives
for the purpose of detection.

kdkkkkk

16. This forum continues to provide an invaluable opportunity
for representatives from Europe, Japan and North America to
discuss the éritiéal challenges of the coming years. But we
cannot succeed alone. We call on the leaders of the other
nations to join us in our efforté to make a practical and
sustained contribution to the cause of peace, security,
freedom and the rule of law, which are the preconditions for
trying to bring about greater justice and prosperity
throughout the world.
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DECLARATION ON COMVENTIONAL ARMS
TRANSFERE AND MBC NON-PROLIFERATION

1. At our meeting in Houston last year, we, the Heads of
State and Government and the representatives of the European
Community, underlined the threats to international gecurity
posed by the proliferation of nuclear, biological and chemical
weapons and of associated missile delivery systems, The Gulf
crisis has highlighted the dangers posed by the uncheckeqd
spread of these weapons and by excessive holdaings of
conventional weapons. The responsibility to prevent the
re-emergence of such dangers is to be shared by both arms
suppliers and recipient countries as well as the international
community as a whole. As {s clear from the various _
initiatives which several of us have Proposed jointly and
individually, we are each determined to tackle, in appropriate
fora, these dangers both in the Middle East and elsevhere.

CONVENTIONAL ARMS8 TRANSFERS

2. We accept that many states depend on arms imports te
assure a reasonable level of security and the inherent right
of self-defence is recognised in the United Nationg Charter.
Tensions will persist in international relations so long as
underlying conflicts of interest are not tackled and resolved.
But the Gulf conflict showed the way in which peace and
stability can be undermined vhen a country is able to acquire
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a massive arsenal that goes fﬁr baydnd the needs of self
defence and threatens its neighbours. We are determined to
ensure such abuse should not happen again. We believe that
progress can be made if all states apply the three principles
of transparency, consultation and action.

3. The principle of fransparency should be extended to
international transfers of conventjonal weapons and asaociated
military technolegy. As a step in this direction we support
the proposal for a universal register of arms transfers under
the auspices of the United Nations, and will work for its
early adoption. Such a register would alert the international
community te an attempt by a state to build up holdings of
conventional weapons beyond a reasonable level, Information
should be provided by all states on a regular basis after
transfers have taken place. We also urge greater openness
abcout overall holdings of conventional wveapons. We believe
the provision of such data, and a procedure for seeking

clarification, would be a valuable confidence and security
building measure. '

4; The principle of consultation should now be strengthened
through the rapid implementation of recent initiatives for
discussions among leading arms exporters with the aim of
agreeing a common approach to the guidelines which are applied
in the transfer of conventional weapons. We welcome the |
rtecent cpening of discussions on this subject, These include
the encouraging talks in Paris among the Permanent Members of
the United Nations Security Council on 8/9 July: as well ag
ongoing discussions within the framework of the European
Community and ite Member States. Each of ug will continue to

play a constructive part in thie inportant process, in these
and other apprapriate fora.
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5. The principle of action requires all of us to take steps
to prevent the building up of disproportionate arsenals. To
that end all countries should refrain from arms transfers
which would be destabilising or would exacerbate existing
tensions. Special restraint should be exercised in the
transfer of advanced technology weapons and in sales to
countries and arsas of particular concern. a special effort
should be made to define sensitive items and productien
capacity for advanced weapons, to the transfer of which
similar restraints could be applied. All states should take
&teps to ensure that these criteria are strictly enforced. we
intend to give these issues our continuing close attention.

6. 1Iraqi aggression and the ensuing Gulf war illustrate the
huge costs to the intexnational community of military
conflict. We helieve that moderation in the level of military
expenditure is a key aspect of sound economic policy and good
government. While all countries are struggling with competing
claims on scarce resources, excessive spending on arms of all
kinds diverts resources from the overriding need to tackle
econonic develepment. It can also build up large debts
without creating the means by which these may be sarviced. We
note with favour the recent report issued by the United
Nations Development Programme (UNDP) and the rscent decisions
by several donor cowitries to take account of military
expenditure vhere it is disproportionate when setting up aid
Programmeg and encourage all other doner countries to take
similar action. We welcome the attention which the Managing
Director of the International Monetary Fund (IMF) and the
President of the World Bank have Tecently given to excessive
military spending, in the context of reducing unproductive
public expenditure.
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NON-PROLIFERATION

7. We are deeply concerned about the proliferation of
nuclear, biological and chemical weapons and missile delivery
systems. We are determined to combat this menace by
strengthening and expanding the non-proliferation regimes.

8. Iraq must fully abide by Security Council Resclution 687,
which sets out requirements for the destruction, removal or
rendering harmless under international supesrvigion of its
nuclear, bilological, and chemical warfare and missile
capabilities: as well as for verification and long-term
monitoring to ensure that Irag’s capability for such weapon
systems is not developed in the future. Consistent with the
relevant UN resolutions, we will provide every assistance to
the United Nations Special Commission and the International
Atomic Energy Agency (IAEA) so that they can fully carry out
thelir tasks.

9. In the nuclear field, we:

= Re-affirm our will to work to establish the widest possible
censensus in favour of an equitable and stable '
non-proliferation regime based on a balance between nucleaf
non-proliferation and the developnent of peaceful uses of
nuclear enorgy.

= Reaffirm the importance of the nuclear Non-Proliferation

Treaty (NPT) and call on all other non-signatory states to
subscribe to this agreement;
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= Call on all non~nuclear weapon statee to submit all their
nuclear activities to IAEA safeguards, which are the
cornerstone of the internatiqnal'nonfproliferation'regime:

]

= Urge all supplier states to adopt and implement the Nuclear
Suppliers Group guidelines;

We welcome the decisicon of Brazil and Argentina to conclude a
full-scope safeguard agreement with the IAEA and to take steps
to bring the Treaty of Tlatelolce inte force, as well as the
accession of South Africa to the NPT,

10, Each of us will alse work teo achieve:

= Our common purpose of maintaining and reinforcing the NPT
regime bayond 1998;

= A strengthened and improved IAEA safequards system;

= New measures in the Nuclear Suppliers Group to ensure
adequate export controls on dual-use items.

21. We anticipata that the Biological Weapons Review
Conference in September will succeed in strengthening
implementation of the convention’s existing provisions by
reinforcing and extending its confidence-building Beasures and
exploring the scope for effective verification measures. Each
of us will encourage accession to the convention by other
states and urge all parties strictly to fulfi) their
obligations under tha convention. We each believe that a
Successful Review Conference leading to strengthened
implementation of the BWC, would make an important
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contribution to preventing the proliferation of biological
weapona.

12. ' The successful negotiation of ‘a strong, comprehenaive,
and effectively verifiable convention banning chemical
weapons, to which all atates subscribe, is the best way to
praevent the spread of chemical weapons. We welcome recent
announcements by the United States which we believe will
contribute the swift conclusion of such a convention. We hope
that the negotiation will be successfully concluded as soon as
possible. We reaffirm our intention to bacome original
parties to the convention. We urge others to become parties
at the earliest opportunity so that it can enter into force as
soon as possible.

13. We must also strengthen controls on exports which coﬁld
contribute to the proliferation of biological and chemical
weapons. We welcome the measures taken by members of the
Australia Group and by other states on the control of exports
of chemical weapons precursors and related equipment. We seek
to achieve increasingly close convergence of practice between

all exporting states. We urge all states to support these
afforts. ‘

14. oOur aim is a total and effective ban on chenical and
biological weapons. Use of such weapons is an outrage againgt
‘humanity. In the event that a state uses such veapons each of
Us agrees to give immediate consideration to imposing severe

neasures against it both in the UN SBecurity council and
elsewhers,
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15. The spread of missjile delivery systenms has added a new
dimension of instability to international Security in many
regions of the world. As tha founders of the Missile
Technology Control Regime (MTCR), we welcome its extension to
many other states in the last two years, We endorse the joint
appeal issued at the Tokyo MICR meeting in March 1991 for all
countries to adopt these guidelines. fThese are npot intended
to inhibit cooperatien in the use of space for peaceful and
scientific purposes. '

16. We can make an important contribution to reducing the
dangers of proliferation and conventional arms transfers, our
efforts and consultations en these issues, inoluding with
other suppilier countries, will be continued in all appropriate
fora so as to establish a new climate of global restraint, We
will only succeed if others, including recipient countries,
Support us and if the international community unites in a ney

effort to remove thase threats which can imperil the safety of
all our peoples,

16 July 1991
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ECONOMIC DECLARATION

BUILDING WORLD PARTNERSHIP

1. We, the Heads of State and Government of the seven major
industrial democracies and the representatives of the European
Community, met in London for our seventeenth annual Summit.

2. The spread of freedom and democracy which we celebrated at
Houston has gathered pace over the last year. Together the
international community has overcome a major threat to world
peace in the Gulf. But new challenges and new opportunities
confront us.

3. We seek to build world partnership, based on common values,
and to strengthen the international order. Our aim is to
underpin democracy, human rights, the rule of law and sound
economic management, which together provide the key to
prosperity. To achieve this aim, we will promote a truly
multilateral system, which is secure and adaptable and in which
responsibility is shared widely and equitably. Central to our
aim is the need for a stronger, more effective UN system, and
for greater attention to the proliferation and transfer of
weapons.

Economic policy

4. Over the last year, some of our economies have maintained
good growth, while most have slowed down and some gone into
recession. But a global recession has been avoided. The
uncertainty created by the Gulf crisis is behind us. We
welcome the fact that there are now increasing signs of
economic recovery. Progress has been made too in reducing the
largest trade and current account imbalances.

5. Our shared objectives are a sustained recovery and price
stability. To this end, we are determined to maintain,
including through our economic policy coordination process, the
medium-term strategy endorsed by earlier Summits. This
strategy has contained inflationary expectations and created
the conditions for sustainable growth and new jobs.
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6. We therefore commit ourselves to implement fiscal and
monetary policies, which, while reflecting the different
situations in our countries, provide the basis for lower real
interest rates. 1In this connection, continued progress in
reducing budget deficits is essential. This, together with the
efforts being made to reduce impediments to private saving,
will help generate the increase in global savings needed to
meet demands for investment. We also welcome the close
cooperation on exchange markets and the work to improve the
functioning of the international monetary systenm.

7. We will also, with the help of the Organisation for
Economic Co-operation and Development (OECD) and other
institutions, pursue reforms to improve economic efficiency and
thus the potential for growth. These include:-

a) greater competition in our economies, including
regulatory reform. This can enhance consumer choice,
reduce prices and ease burdens on business.

b) greater transparency, elimination or enhanced
discipline in subsidies that have distorting effects,
since such subsidies lead to inefficient allocation of
resources and inflate public expenditure.

c) improved education and training, to enhance the
skills and improve the opportunities of those both in
and out of employment, as well as policies contributing
to greater flexibility in the employment system.

d) a more efficient public sector, for example through
higher standards of management and including
.possibilities for privatisation and contracting out.

e) the wide and rapid diffusion of advances in science
and technology.

f) essential investment, both private and public, in
infrastructure.

8. We will encourage work nationally and internationally to
develop cost-effective economic instruments for protecting the
environment, such as taxes, charges and tradeable permits.

International trade

9. No issue has more far-reaching implications for the future
prospects of the world economy than the successful conclusion .
of the Uruguay Round. It will stimulate non-inflationary
growth by bolstering confidence, reversing protectionism and
increasing trade flows. It will be essential to encourage the
integration of developing countries and Central and East
European nations into the multilateral trading system. All
“these benefits will be lost if we cannot conclude the Round.



10. We therefore commit ourselves to an ambitious, global and
balanced package of results from the Round, with the widest
possible participation by both developed and developing
countries. The aim of all contracting parties should be to
complete the Round before the end of 1991. We shall each
remain personally involved in this process, ready to intervene
with one another if differences can only be resolved at the
highest level. ‘

11. To achieve our objectives, sustained progress will be
needed in the negotiations at Geneva in all areas over the rest
of this year. The principal requirement is to move forward
urgently in the following areas taken together:-

a) market access, where it is necessary, in particular,
to cut tariff peaks for some products while moving to
zero tariffs for others, as part of a substantial
reduction of tariffs and parallel action against
non-tariff barriers.

b) agriculture, where a framework must be decided upon
to provide for specific binding commitments in domestic
support, market access and export competition, so that
substantial progressive reductions of support and
protection may be agreed in each area, taking into
account non-trade concerns.

c) services, where accord on a general agreement on
trade in services should be reinforced by substantial
and binding initial commitments to reduce or remove
existing restrictions on services trade and not to
impose new ones.

(d) intellectual property, where clear and enforceable
rules and obligations to protect all property rights are
necessary to encourage investment and the spread of
technology.

12. Progress on these issues will encourage final agreement in
areas already close to conclusion, such as textiles, tropical
products, safeguards and dispute settlement. Agreement to an
improved dispute settlement mechanism should lead to a
commitment to operate only under the multilateral rules. Taken
all together, these and the other elements of the negotiations,
including GATT rule-making, should amount to the substantial,
wide-ranging package which we seek.

13. We will seek to ensure that regional integration is
compatible with the multilateral trading systemn.

14. As we noted at Houston, a successful outcome of the
Uruguay Round will also call for the institutional
reinforcement of the multilateral trading system. The concept
of an international trade organisation should be addressed in
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this context.

15. Open markets help to create the resources needed to
protect the environment. We therefore commend the OECD’s
pioneering work in ensuring that trade and environment policies
are mutually supporting. We look to the General Agreement on
Tariffs and Trade (GATT) to define how trade measures can
properly be used for environmental purposes.

16. We are convinced that OECD members must overcome in the
near future and, in any case, by the end of the year, remaining
obstacles to an agreement on reducing the distortions that
result from the use of subsidised export credits and of tied
aid credits. We welcome the initiative of the OECD in studying
export credit premium systems and structures and look forward

to an early report.

Energy

17. As the Gulf crisis showed, the supply and price of oil
remain vulnerable to political shocks, which disturb the world
economy. But these shocks have been contained by the effective
operation of the market, by the welcome increase in supplies by
certain oil-exporting countries and by the actions co-ordinated
by the International Energy Agency (IEA), particularly the use
of stocks. We are committed to strengthen the IEA’s emergency
preparedness and its supporting measures. Since the crisis has
led to improved relations between producers and consumers,
contacts among all market participants could be further
developed to promote communication, transparency and the
efficient working of market forces.

18. We will work to secure stable worldwide energy supplies,
to remove barriers to energy trade and investment, to encourage
high environmental and safety standards and to promote
international cooperation on research and development in all
these areas. We will also seek to improve energy efficiency
and to price energy from all sources so as to reflect costs
fully, including environmental costs.

19. In this context, nuclear power generation contributes to
diversifying energy sources and reducing greenhouse gas
emissions. In developing nuclear power as an economic energy
source, it is essential to achieve and maintain the highest
available standards of safety, including in waste management,
and to encourage co-operation to this end throughout the world.
The safety situation in Central and Eastern Europe and the
Soviet Union deserves particular attention. This is an urgent
problem and we call upon the international community to develop
an effective means of coordinating its response.

20. The commercial development of renewable energy sources and
their integration with general energy systems should also be
encouraged, because of the advantages these sources offer for
environmental protection and energy security.
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21. We all intend to take a full part in the initiative of the
European Community for the establishment of a European Energy
Charter on the basis of equal rights and obligations of
signatory countries. The aim is to promote free and
undistorted energy trade, to enhance security of supply, to
protect the environment and to assist economic reform in
Central and East European countries and the Soviet Union,
especially by creating an open, non-discriminatory regime for
commercial energy investment.

Central and Eastern Europe

22. We salute the courage and determination of the countries
of Central and Eastern Europe in building democracy and moving
to market economies, despite formidable obstacles. We welcome
the spread of political and economic reform throughout the
region. These changes are of great historical importance.
Bulgaria and Romania are now following the pioneering advances
of Poland, Hungary and Czechoslovakia. Albania is emerging
from its long isolation.

23. Recognising that successful reform depends principally on
the continuing efforts of the countries concerned, we renew our .
own firm commitment to support their reform efforts, to forge
closer ties with them and to encourage their integration into
the international economic system. Regional initiatives
reinforce our ability to co-operate.

24. All the Central and East European countries except Albania
are now members of the International Monetary Fund (IMF) and
the World Bank. We welcome the steps being taken by those
countries that are implementing IMF-supported programmes of
macro-economic stabilisation. It is crucial that these
programmes are complemented by structural reforms, such as
privatising and restructuring state-owned enterprises,
increasing competition and strengthening property rights. We
welcome the establishment of the European Bank for
Reconstruction and Development (EBRD), which has a mandate to
foster the transition to open, market-oriented economies and to
promote private initiative in Central and East European
countries committed to democracy.

25. A favourable environment for private investment, both
foreign and domestic, is crucial for sustained growth and for
avoiding dependence on external assistance from governments.

In this respect, technical assistance from our private sectors
and governments, the European Community and international
institutions should concentrate on helping this essential
market-based transformation. In this context, we emphasise the
importance of integrating environmental considerations into the
economic restructuring process in Central and Eastern Europe.

26. Expanding markets for their exports are vital for the
Central and East European countries. We welcome the
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substantial increases already made in exports to market
economies and we undertake to improve further their access to
our markets for their products and services, including in areas
such as steel, textiles and agricultural produce. In this
context, we welcome the progress made in negotiating
Association Agreements between the European Community and
Poland, Hungary and Czechoslovakia, as well as the Presidential
Trade Enhancement Initiative announced by the United States,
all of which will be in accordance with GATT principles. We
will support the work of the OECD to identify restrictions to
East/West trade and to facilitate their removal.

27. The Group of Twenty-four (G24) process, inaugurated by the
Arch Summit and chaired by the European Commission, has
mobilised $31 billion in bilateral support for these countries,
including balance of payments finance to underpin IMF-supported
programmes. Such programmes are in place for Poland, Hungary
and Czechoslovakia. We welcome the contributions already made
for Bulgaria and Romania. We are intensifying the G24
coordination process and we reaffirm our shared willingness to
play our fair part in the global assistance effort.

The Soviet Union

28. We support the moves towards political and economic
transformation in the Soviet Union and are ready to assist the
integration of the Soviet Union into the world economy.

29. Reform to develop the market economy is essential to
create incentives for change and enable the Soviet people to
mobilise their own substantial natural and human resources. A
clear and agreed framework within which the centre and the
republics exercise their respective responsibilities is
fundamental for the success of political and economic reform.

30. We have invited President Gorbachev to meet us for a
discussion of reform policies and their implementation, as well
as ways in which we can encourage this process.

31. We commend the IMF, World Bank, OECD and EBRD for their
study of the Soviet economy produced, in close consultation
with the European Commission, in response to the request we
made at Houston. This study sets out many of the elements
necessary for successful economic reform, which include fiscal
and monetary discipline and creating the framework of a market
economy . ;

32. We are sensitive to the overall political context in which
reforms are being conducted, including the "New Thinking" in
Soviet foreign policy around the world. We are sensitive also
to the importance of shifting resources from military to
civilian use.

33. We are concerned about the deterioration of the Soviet
economy, which creates severe hardship not only within the
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Soviet Union but also for the countries of Central and Eastern
Europe.

The Middle East

34. Many countries have suffered economically as a result of
the Gulf crisis. We welcome the success of the Gulf Crisis
Financial Co-ordination Group in mobilising nearly $16 billion
of assistance for those countries suffering the most direct
economic impact of the Gulf crisis and urge all donors to
complete disbursements rapidly. Extensive assistance is being
provided by Summit participants for the Mediterranean and the
Middle East, as well as by the IMF and World Bank.

35. We believe that enhanced economic co-operation in this
area, on the basis of the principles of non-discrimination and
open trade, could help repair the damage and reinforce
political stability. We welcome the plans of major oil
exporting countries for providing financial assistance to
others in the region and their decision to establish a Gulf
Development Fund. We support closer links between the
international financial institutions and Arab and other donors.
We believe this would encourage necessary economic reforms,
promote efficient use of financial flows, foster private sector
investment, stimulate trade liberalisation and facilitate joint
projects e.g. in water management, which would draw on our

" technical skills and expertise.

Developing Countries and Debt

36. Developing countries are playing an increasingly
constructive role in the international economic systen,
including the Uruguay Round. Many have introduced radical
policy reforms and are adopting the following principles:

(a) respect for human rights and for the law, which
encourages individuals to contribute to development;

(b) democratic pluralism and open systems of
administration, accountable to the public;

(c) sound, market-based economic policies to sustain
development and bring people out of poverty:

We commend these countries and urge others to follow their
example. Good governance not only promotes development at
home, but helps to attract external finance and investment from
all sources.

37. Our steadfast commitment to helping developing countries,
in conjunctlon with a durable non-inflationary recovery of our
economies and the opening of our markets, will be the most
effigtlve way we have of enhanc1ng prosperity in the developing
world.
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38. Many of these countries, especially the poorest need our
financial and technical assistance to buttress their own
development endeavours. Additional aid efforts are required,

to enhance both the quantlty and the quality of our support for
priority development issues. These include alleviating
poverty, improving health, education and training and enhancing
the environmental quallty of our aid. We endorse the
1ncrea51ng attention being given to population issues in
devising strategies for sustainable progress.

39, Africa deserves our special attention. Progress by
African governments towards sound economic policies, democracy
and accountablllty is improving their prospects for growth.
This is being helped by our continued support, focused on
stimulating development of the private sector, encouraging
regional integration, providing concessional flows and reducing
debt burdens. The Special Programme of Assistance for Africa,
co-ordinated by the World Bank and providing support for
econonmic reform in over 20 African countries, is proving its
worth. We will provide humanitarian assistance to those parts
of Africa facing severe famine and encourage the reform of
United Nations structures in order to make this assistance more
effective. We will also work to help the countries concerned
remove the underlying causes of famine and other emergencies,
whether these are natural or provoked by civil strife.

40. In the Asia-Pacific region, many economies, including
members of the Association of South-East Asian Nations (ASEAN)
and the Asia-Pacific Economic Co-operation (APEC), continue to
achieve dynamic growth. We welcome the efforts by those
economies of the region which are assuming new international
responsibilities. Other Asian countries, which are
strengthening their reform efforts, continue to need external
assistance. .

41. In Latin America we are encouraged by the progress being
made in carrying out genuine economic reforms and by
developments in regional integration. We welcome the
continuing discussions on the Multilateral Investment Fund,
under the Enterprise for the Americas Initiative which,
together with other efforts, is helping to create the right
climate for direct investment, freer trade and a reversal of
capital flight.

42, We recognise with satisfaction the progress being made
under the strengthened debt strategy. Some countries have
already benefited from the combination of strong adjustment
with commercial bank debt reduction or equivalent measures. We
encourage other countries with heavy debts to banks to
negotiate similar packages.

43. We note:

(a) the agreement reached by the Paris Club on debt
reduction or equivalent measures for Poland and Egypt,
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which should be treated as exceptional cases;

(b) the Paris Club’s continued examination of the
special situation of some lower middle-income countries
on a case by case basis.

44. The poorest, most indebted countries need very special
terms. We agree on the need for additional debt relief
measures, on a case by case basis, for these countries, going
well beyond the relief already granted under Toronto terms. We
therefore call on the Paris Club to continue its discussions on
how these measures can best be implemented promptly.

45. We recognise the need for appropriate new financial flows
to developing countries. We believe the appropriate way to
avoid unsustainable levels of debt is for developing countries
to adopt strengthened policies to attract direct investment and
the return of flight capital.

46. We note the key role of the IMF, whose resources should be
strengthened by the early implementation of the quota increase
under the Ninth General Review and the associated Third
Amendment to the Articles of Agreement.

Environment

47. The international community will face formidable
environmental challenges in the coming decade. Managing the
environment continues to be a priority issue for us. Our
economic policies should ensure that the use of this planet’s
resources is sustainable and safeguards the interests of both
present and future generations. Growing market economies can
best mobilise the means for protecting the environment, while
democratic systems ensure proper accountability.

48. Environmental considerations should be integrated into the
full range of government policies, in a way which reflects
their economic costs. We support the valuable work in this
field being undertaken by the OECD. This includes the
systematic review of member countries’ environmental
performance and the development of environmental indicators for
use in decision-making.

49. Internationally, we must develop a co-operative approach
for tackling environmental issues. Industrial countries should
set an example and thus encourage developing countries and
Central and East European nations to play their part.
Co-operation is also required on regional problems. In this
context, we welcome the consensus reached on the Environmental
Protocol of the Antarctic Treaty, aimed at reinforcing the
environmental preservation of this continent. We note the good
progress of the Sahara and Sahel Observatory as well as the
Budapest Environmental Centre.

50. The UN Conference on Environment and Development (UNCED)
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in June 1992 will be a landmark event. It will mark the climax
of many international environmental negotiations. We commit
ourselves to work for a successful Conference and to give the
necessary political impetus to its preparation.

« 2 51. We aim to achieve the following by the time of UNCED:-

a) an effective framework convention on climate change,
containing appropriate commitments and addressing all
sources and sinks for greenhouse gases. We will seek to
expedite work on implementing protocols to reinforce the
convention. All participants should be committed to
de51gn and implement concrete strategies to limit net
emissions of greenhouse gases, with measures to
facilitate adaptation. Significant actions by
industrial countries will encourage the participation of
developing and East European countries, which is
essential to the negotiations.

b) agreement on principles for the management,
conservation and sustainable development of all types of
forest, leading to a framework convention. This should
be in a form both acceptable to the developing countries
where tropical forests grow and consistent with the
objective of a global forest convention or agreement
which we set at Houston.

52. We will seek to promote, in the context of UNCED:

a) mobilisation of financial resources to help
developing countries tackle environmental problems. We
support the use of existing mechanisms for this purpose,
in particular the Global Environment Facility (GEF).

The GEF could become the comprehensive funding mechanism
to help developing countries meet their obligations
under the new environmental conventions. .

b) encouragement of an improved flow of beneficial
technology to developing countries, making use of
commercial mechanisms.

c) a comprehensive approach to the oceans, including
regional seas. The environmental and economic
importance of oceans and seas means that they must be
protected and sustainably managed.

d) further development of international law of the
environment, drawing inter alia on the results of the
Siena Forum.

e) the reinforcement of international institutions
concerned with the environment, including the United
Nations Environment Programme (UNEP), for the decade
ahead.
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| 53. We support the negotiation, under the auspices of UNEP, of

| an acceptable framework convention on biodiversity, if possible
to be concluded next year. It should concentrate on protecting

| 4 ecosystems, particularly in species-rich areas, without

‘ ) impeding positive developments in biotechnology.

54. We remain concerned about the destruction of tropical
forests. We welcome the progress made in developing the pilot
programme for the conservation of the Brazilian tropical
forest, which has been prepared by the Government of Brazil in
consultation with the World Bank and the European Commission,
in response to the offer of co-operation extended following the
Houston Summit. We call for further urgent work under the
auspices of the World Bank, in co-operation with the European
Commission, in the framework of appropriate policies and with
careful attention to economic, technical and social issues. We
will financially support the implementation of the preliminary
stage of the pilot programme utilising all potential sources,
including the private sector, non-governmental organisations,
the multilateral development banks, and the Global
Environmental Facility. When details of the programme have
been resolved, we will consider supplementing these resources
with bilateral assistance, so that progress can be made on the
ground. We believe that good progress with this project will
have a beneficial impact on the treatment of forests at UNCED.
We also welcome the spread of debt for nature exchanges, with
an emphasis on forests.

55. The burning oil wells and polluted seas in the Gulf have
shown that we need greater international capacity to prevent
and respond to environmental disasters. All international and
regional agreements for this purpose, including those of the
International Maritime Organisation (IMO), should be fully
implemented. We welcome the decision by UNEP to establish an
experimental centre for urgent environmental assistance. 1In
the light of the recent storm damage in Bangladesh, we
encourage the work on flood alleviation under the auspices of
the World Bank, which we called for at the Arch Summit.

56. Living marine resources threatened by over-fishing and
other harmful practices should be protected by the
implementation of measures in accordance with international
law. We urge control of marine pollution and compliance with
the regimes established by regional fisheries organisations
through effective monitoring and enforcement measures.

57. We call for greater efforts in co-operation in
environmental science and technology, in particular:-

a) scientific research into the global climate,
including satellite monitoring and ocean observation.
All countries, including developing countries, should be
involved in this research effort. We welcome the
development of information services for users of earth
observation data since the Houston Summit.
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b) the development and diffusion of energy and
environment technologies, including proposals for
innovative technology programmes.

Drugs

58. We note with satisfaction progress made in this field
' since our Houston meeting, notably the entry into force of the
1988 United Nations Convention Against Illicit Traffic in
Narcotic Drugs and Psychiatric Substances. We welcome the
formation of the United Nations International Drugs Control
Programme (UNDCP).

59. We will increase our efforts to reduce the demand for
drugs as a part of overall anti~-drug action programmes. We
maintain our efforts to combat the scourge of cocaine and will
match these by increased attention to heroin, still the
principal hard drug in Europe and Asia. Enhanced co-operation
is needed both to reduce production of heroin in Asia and to
check its flow into Europe. Political changes in Central and
Eastern Europe and the opening of frontiers there have
increased the threat of drug misuse and facilitated illicit
trafficking, but have also given greater scope for concerted
Europe-wide action against drugs.

60. We applaud the efforts of the "Dublin Group" of European,
North American and Asian governments to focus attention and
resources on the problems of narcotics production and
trafficking.

61. We commend the achievements of the task-forces initiated
by previous Summits and supported by an increasing number of
countries: -

a) We urge all countries to take part in the
international fight against money laundering and to
cooperate with the activities of the Financial Action
Task Force (FATF). We strongly support the agreement. on
a mutual evaluation process of each participating
country’s progress in implementing the FATF
recommendations on money laundering. We endorse the
recommendation of the FATF that it should operate on a
continuing basis with a secretariat supplied by the
OECD.

b) We welcome the report of the Chemical Action Task
Force (CATF) and endorse the measures it recommends for
countering chemical diversion, building on the 1988 UN
Convention against drug trafficking. We look forward to
the special meeting in Asia, concentrating on heroin,
and the CATF meeting due in March 1992, which should
consider the institutional future of this work.

62. We are concerned to improve the capacity of law

K
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enforcement agencies to target illicit drug movements without
hindering the legitimate circulation of persons and goods. We
invite the Customs Cooperation Council to strengthen its
cooperation with associations of international traders and
carriers for this purpose and to produce a report before our

next Summit.

Migration

63. Migration has made and can make a valuable contribution to
economic and social development, under appropriate conditions,
although there is a growing concern about worldwide migratory
pressures, which are due to a variety of political, social and
economic factors. We welcome the increased attention being
given these issues by the OECD and may wish to return to them
at a future Summit.

Next meeting

64. We have accepted an invitation from Chancellor Kohl to
hold our next Summit in Munich, Germany in July 1992.

17 July 1991
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BUILDING WORLD -PARTNERSHIP

l. We, the Heads of State and Government of the seven major
industrial democracies and the representatives of the European

Comﬁunity, met in London for our seventeenth annual Summit.

2. The spread of freedom énd democracy whicﬁ we celebrated at
Houston has gathered pace over the last year. Together the
international community has overcome a major threat to world
peace in the Gulf. But new challenges and new opportunities

confront us.

3. We seek to build world partnership,'based on common
values, and to strengthen the international order. Our aim is
to ﬁnderpin democracy, human rights, the rule of law and sound
econonmic manageﬁent, which together provide the key to
prdspérity. To achieve this aim, we will promote a truly
multilateral system, which is secure and adaptable and in
which responéibility is shared widely and equitably. Central
té our aim is the need for a stronger, moré effective UN ‘
sysﬁem, and for greater'attention to the proliferation and

transfer of weapons.
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Economic policy

4. ?Over fhé last year, some of our economies have maintained-
good growth, while most have slowed down and some gone into
recession. But a global recession has been avoided. The
uncertainty created by the Gulf crisis is behind us. We
welcome the fact that there are now increasing signs_of
economic recovery. Progress has been made too in reducing the

largest trade and current account imbalances.

5. our shared objectivés are a sustained recovery and price
stability. To this end, we are determined to maintain,
inciﬁding through our economic policy coordination process,
the medium-term strategy endorsed by earlier Summits. This
strategy has contained inflationary expectations and cfeated

the conditions for sustainable growth and new jobs.

6. We therefore commit ourselves to implement fiscal and
monetary policies, which, while reflecting the different
situations in our countfies, provide the basis for lower real
interest rates. In_this connection; continﬁed progress in
reducing budget deficits is essential. This, together with
the efforts béing made to reduce impediments to private
saving, willnhelp generate the increase in élobal savings
needed to meet demands for investment. We also welcome the
clbée cooperation on exchange markets and the;work to.improve

the functioning of the international monetary system.
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7. ‘We will also, with the help of. the Organisation for
Economic Co-operation and Development (OECD) and other
institutions, pursue reforms to improve economic efficiency

and thus the potential for growth. These include:-

a) greater competition in our’ economies, including
regulatory reform. This can enhance consumer choice,

reduce prices and ease burdens on business.

b) greater transparency, elimination or enhanced
discipline in subsidies that have distorting effects,
since such subsidies lead to inefficient allocation of

resources and inflate public expenditure.

c) improved education and traiﬁing, to enhance thé.
skills and improve the opportunities of those poth in
and 6ut of employment, as well as policies
contributing to greater flexibility in the employment

systen.
d) a more efficient public sector, for example through

higher standards of management and including

possibilities for privatisation and contradting out.

PAGE 3
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e) the wide and rapid diffusion of advances in science

and technology.

f) essential investment, both private and public, in

-infrastructure.

8. < We will encourage work nationally and internationally to
develop cost-effective economic instruments for protecting the

environment, such as taxes, chargés and tradeable permits.

International trade

9. ' No issue has more far-reaching implicatiéns for the future
prbépects of the world economy than the successful conclusion
of Ehe Uruguay Round. It will stimulate reversing
pfo?ectionism and increasing trade flows. It will be
essgntial to encourage the integration of developing countries
aﬁd‘Céntral and East Eﬁropean nations into the multilateral
traaing system. All these benefiﬁs Qill be lost if we cannot

conclude the Round.

10.. We therefore commit ourselves to an ambitious, global and
balanced package of results from the Round, with the widest
possible participation_by both developed and developing

vy
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countries. The aim of all contractihg'parties should be to
comblete the Round before the end of 1991. We shall each
remainjpersonally involved in this process, ready to intervene
with one another if differences can only be resolved at the

highestllevel.
|

11. To achieve our objectives, sustained progress will be
needed in the negotiations at Geneva in all areas over the
rest of this year. The principal requirement is to move

forward urgently in the following areas taken together:-

a) market access, where it is necessary, in-
particular, to cut tariff peaks for some products
while movind'to zero tariffs for others, as part of a
substantial reduction of tariffs and parallel action

against non-tariff barriers.

b) agriculture, where a framework must be decided upon
to provide for specific binding commitments in
domestic support, market access and export
competition, so that substantial progressive
reductions of suéport and protection may be agreed in

each area, taking into account non-trade concerns.
c) services, where accord on a general agreement on

" PAGE 5
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trade in services should be reinforced by substantial
" ‘and binding initial commitments to reduce or remove
existing restrictions on services trade and not to -

impose new ones.

(d) intellectual property, where clear and enforceable
rules and obligations to protect all property rights
are necessary to encourage investment and the spread

of technology.

lé; Progress on these issues wiil encouragé final agreement
in areas already clbse to'conclusion, such as textiles,
tropical products, safeguards and dispute settlement.
Agreement to an improve dispute séttleﬁent mechanism should
lead to a commitment to operate only under the multilateral
ruies. Taken ail together, these and the other elements of
the negotiations}_including GATT rule-making, should amount to

. the substantial, wide-ranging package which we seek.

13. We will seek to ensure that regional integration is

compatible with the multilateral trading system.
14. As we noted at Houston, a succészul outcome of the
Uruguay Round will also call for the institutional

reinforcement of the multilateral trading system. The concept
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of an international trade eranisation should be addressed in

this context.

15. Open markets help to create the resources needed to
protect the environment. We therefore commend .the OECD’s
picneering work in ensuring that trade and environmént_

poliéies are mutually supporting. We look to the General

Agreement on Tariffs and Trade (GATT) to define how trade

measures can properly be used for environmental purposes.

16.5 We are convincéd that OECD members must overcome in thé
neaf future and, in any case, by the end of thehyear,
remaining obstacles to'an agreement on reducing the
distortions that result from the use of subsidised expdrt
creaits and of tied aid credits. We welcome the initiative df
theEOECD in studying export credit premium systems and

structures and look forward to an early report.
Energy

17. As the Gulf crisis showed, the supply and price of oil
reméin vulnerable to political shécks,_which disturb the world
economy. But these shocks have been contained by the
effective operation of the market, by the welcome increase in

co—prdinated by the International Energy Agency (IEA),
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i
4

particﬁlériy the uSé 6f stocks. We are‘coﬁﬁitted”ts
st:éngthen the IEA’s'emergency pfépérédness and its.supportipg
meééufes. Since fhé crisis has ied‘to‘improﬁed relations
between producers aédAcohsumers,,contacts-among all market

i participaﬁts could ge further developed to promote
communication, tranépafency and the efficient working of"

market forces.

'18.. We willlwo:k to secﬁre stablé wérldwide:energy'sﬁpplies,
to rembye barriers to energy trade and-inﬁestment, tb
éncourageAhigh’envirbnmental andiéafety'éfandards and to .
proﬁéfé international coégefgtion oh research and development
,ih all these areas. ;we will also seek‘to‘imbrOVe energy
efficiendy and to price energy from éll soﬁrées'so‘as to

reflect costs fully, including environmental costs.

19. In this coﬁtext, nﬁclear power'qeheration contributes t6
diversifying enerqusourceé_andireducing greénhouse gas
emissions.~'In‘deveioping nucledr power as an economic energy
so#fce, it is esseﬁtial to'aChiéve and'mainta;n'the highest
avail&ble standards of safety, including in“waste management,
and to?eﬁcourage»co-épefatibn to this end throughout the
;wo#;d;_1The safety situation in central and Eastern Europe and
the .Soviet Union deserves particular attentibn. This is an |

urgent problem and we call upon the international community to
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develop an effective means of coordinating its response.

20. The commercial development of renewable energy sources -
and their integration with general energy systems should also
be encouraged, because of the advanfages these sources offer

for environmental protection and energy security.

21.. We all intend to take a full part in the initiative of
thelEuropean community for the establishment of a European
Energy Charter on the basis of equal rights and obligations of
signatory countries. The aim is to promote free and
undistorted energy trade, to enhance security of supply, to
protect the environment and to assist economic reform in
Cen;ral'and East European countries and the Soviet Union,
espécially by creating an open, non-discriminatory regime for

commercial energy investment.

Central and Eastern Europe

22.' We salﬁte the couréée and determination of the countries
of bentral and Eastern Eufope in building democracy

and moving to market_economies, despite formidable obstacles.
We welcome the spread of political and economic reform

throughout the region. These changes are of great historical
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importance. Bulgaria and Romania are now following the
pioneering advances of Poland, Hungary and Czechoslovakia.

Albania is emerging from its long isolation.

23. Recognising that successful reform depends principally on
the continuing efforts of the countries concerned, we renew
our own firm commitment to support their reform efforts, to
forge closer ties with them and to encourage their integration
into the international economic system. Regional initiatives
reinforce our ability to co-operate.

24. All the Central and East European coqntries except
Albania are now members of the International Monetary Fund
(IMF) and the World Bank. We welcome the steps being taken by
those countries that are implementing IMF-supported programmes
of macro-economic stabilisation. it is crucial that these
programmes are complemented’by structural reforms, such as
privatising and restructuring state-owned enterprises,
increasing competition and strengthening property rights. We
welcome the establishment of the European Bank for
Reconstruction and Development (EBRD), which has a mandate to
foster the transition to open, market-oriented economies and
to promote private initiative in Central and East European

countries committed to democracy.
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25.‘AA favourable environment for private invgétment, both

- foreign andvdomestic, is crucial for sustained growth and for
avoiding dependencé 6n external assistance from governments}
In fhis respect, technical assistance from our private sectors
and,governments,-thé Europeap Community and international
insﬁitutions should concentrate on helping this essential
market-baséd transformation. In this context, we emphasise
the importance of integrating environmental considerations
into the economic restructuring process in Central and Eastern

Europe.

26.: Expanding markets for their exports afe vital for the
Central and East European countries. We welcome the
substantial increases already made~iﬁ exporté to market
economies and we -undertake to improve further their access to
ourymarkets for their products and services, including in
areas ‘such as steel, textiles and égricﬁltural produce. In
this context, we welcome .the proéress made in negotiating
Association Agreements between the European Community and
Poland, Hungary and ézechosiovakia, as well as the
Presidential Trade Enhancement Initiative announced by the
United States, all of which will be in accordance with GATT
principles. We will support the work of the OECD to identify
restrictions to East/West trade and to facilitate their

removal.
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27. The Group of Twénty—four (G24) process,‘inaugurated by
the Arch Summif and:Qhaired'by the European‘Commission, has
mobiliéed $31 pillion in biléteral sﬁpport for these
countries, including balanceof payments finance to underpin
IMF-supported progrémmes. Such programﬁes are in place for
Poland, Hungary and Czechoslovakia. We welcome the
contributions already made for Bulgaria gna Romania. We are
inténsifying the G24 coordinétion process and we reaffirm our
shared WillingneSS'to play our fair part in the global

assistance effort.
The Soviet Union

28. We support the moves towards political and econonic
transformatlon in the Sov1et Unlon and are ready to assist the .

1ntegrat10n of the Sov1et Unlon into the world econony.

29.: Reform to develop the mafket economy is essential to
create incentives for change énd enable the Soviet people to
mobiliéé their own substantial natural and hﬁman resources. A
clear and aéreed framework within which the centre and the
republics exeréise fheir reépeétive_reéponsibilities is-

fundamental for the success of political and economic reform.
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30. We have invited President Gorbachev to meet us for a’
dis¢cussion of reform policies and their implementation, as

well as ways in which we can encourage this process.

31.  We commend the IMF, World Bank, OECD and EBRD for their
stuéy of the Soviet economy produced, in clo§e consultation
with the European Cbmmission, in résponse to. the request we .
mad? at Houston. This study sets.out many of the elements
necéssary for successful economic reform, which include fiscal

and, monetary discipline and creating the framework of a market A

economy .

' 32.. We are sensitive to the overall pﬁlitical context in
Wthh reforms are belng conducted including the "New.
Thlnklng" in the 80v1et foreign policy around the world. We
arg.sen51t1ve also to the importance of shifting resources

from military to civilian use.

33. We are concerned about the deterioration of the Soviet
ecdnomy, which creates severe hardship not only within the
Soviet Union but also for the countries of Central and Eastern

Europe.

|
i
H
r
t
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The Middle East

34. Many countries have suffered economically as a result of
the Gulf crisis. We.welcome ﬁhe success of the Gulf Crisis
Financial CoFo:dinétion Group in mobilising nearly $16 billion
of assistance for those countries suffering the most direct
economic impact of the Gulf crisis and urge all donors to
complete disbursements rapidly. Extensive assistance is being
provided by.Summit participants for the Mediterranean and the

Middie'East, as well as by the IMF and World Bank.

35.' We believe that enhanced economic co-operation in this
area, on the basis of tﬁe principles of non-discrimination and
open trade, could help repair the daﬁage and reinforce
polﬁtical stability. We welcome the plans of major oil
exﬁorting countrieé for providing financial assistance. to
others in the region and their decision to establish a Gulf
ngelopment}Fund. We support closer links betwéeh the
internétional financial institutions and Arab and other
donors. We believe this would encourage necessary econonmic
reforms, prbmote efficient use of financial flows, foster
private sector investment, stimulate trade liberalisation and
faéilitate'joint projécts e.g. 1in water maﬁagement, which

would draw on our technical skills and expertise.
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Developing Countries and Debt

36.5 Developing countries are playing an increasingly
conetructive role in the international economic system,
1nclud1ng the Uruguay Round. Many have introduced radical

pollcy reforms and are adoptlng the following prlnclpleS°

(a) respect for human rights and for the law, which

encourages individuals to contribute to development;

(b) democratic pluralism and open systems of

administration, accountable to the public:;

(c) sound, market-based economic.policies to sustain
development and bring people out of poverty;

We commend these countrles and urge .others to follow their
example. Good governance not only promotes development at
home,‘but helps to attract external finance and inveéstment

from all sources.

37. our steadfast'commitment'to helping developing countries,
‘in conjunctlon w1th a durable non—1nflat10nary recovery of our
economles and the openlng of our markets, w111 be the most

‘effective way we have of enhancing prosperity in the |
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developing world.

38. Many of these countries, especially the poorest, need our
finéncialland technical assistance to buttress their own
devélopment endeavours. Additional aid efforts are required,
to énhance'both the quantity. and thé quality of our support
for priority development issues. These include alleviating
poverty, improving health, education and training and
enhancing the environmental quality of our aid;; We endorse
the increasing attention being given to populatiqn issues in

devising strategies for sustainable progress.

39.. Africa deserves, our special attention. Progreés by
African goverﬁmgnts towards sound economic policies, democracy
and.accountaﬁility is improving their proépects for growth.
Thig is being helped'by our continued support, focuséd on
stimulating development of the private sector, encouraging
regional integration, providing concessional flows and
redﬁcing debt burdens. Thé-Special Programme "of Aésistance
for Africa, co~-ordinated by the World Bank and providing
support for economic reform in over 20 African countries, is
proving its worth. We will provide humanitarian assistance to
those parts of Afriqa facing severe famine and encourage theb
reform of United Naﬁionsnstructures in ordex'to make this

assistance more effective.  We will also work to help the
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countries concerned remove the underlying causes of famine and
other emergencies, whether these are natural or provoked by

civil strife.

40. In the Asié-Pacific region, many economies, including
memﬁers of the Association of South-East Asian Nations (ASEAN)
and the Asia-Pacific Economic Co-operation (APEC), continue to
achieve dynamic growth. We welcome the efforts by those
eéﬁnomies of the region which are assuming new international
responsibilities. Other Asian countries, which are
strengthening their reform efforts, éontinue to need external

assistance.

41.i In Latin America we are encouraged by the progress being
made in carrying out genuihe econonic reforms and by
develdpﬁents in regional integration. We welcome the
continuing discussions on the Multilateral Investment Fund,
under the Enterprise for the Americas Initiative which,
together with other efforts, is helping to create the right
climate for direct investmenf, freer trade and a reversa1

of éapital flight.
42.. We recognise with satisfaction the progress being made
under the strengthened debt strategy. Some countries have

already benefited from the combination of strong adjustment
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with commercial bank debt reduction or equivalent measures.
We encourége other countries with heavy debts to banks to

negotiate similar packages.
43. We note:

(a) the agreement reached by the Paris Club on debt
reduction or equivalent measures.for;Poland and Egypt,

which shoul& be treated as exceptibnal cases;

(b) the Paris Club’s continued examination of the
special situation of some lower middle-income

countries on a case by case basis.

44. The pborest, most indebted countries need very special
terms. We égree on the need for additional debt relief
measures, on a case by case basis, for these countries, going
well beyond the relief already granted under Toronto terms.
We therefore call on the Paris Club to continue its
discussions on how these measures can best bé implemented

promptly..

45. We recognise the need for appropriate new financial flows
to developing countries. We believe the appropriate way to

avoid unsustainable levels of debt is for developing countries
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to adopt strengthened policies to attract direct investment

and the return of flight capital.

46. We note the key role of the IMF, whose resources should
be strengthened by the early implementation of the quota
increase under the Ninth General Review and the associated

Third Amendment to the Articles of Agreement.

Env;ronment

47.; The international community will face formidable
environmental challenges in the coming decade. Managing the
environment continues to be a priority issue for us. Our
economic poiicies should ensure that the use of this planet’s
resources is sustainable and safeguards the interests of both
presenf and futufe generations. Growing market economies can
best mobilise the means for protecting the environment, while

democratic systems ensure proper accountability.

48. Environmental considerations should be integrated into
the full range of governmeht policies, in a way which reflects
their economic coets. We support the valuable work in this
field being undertaken by the OECD. This includes the
systematic review of member -countries’ environmental

performance and the development of environmental indicators
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" for use in decision-making.

49. Intefhationally, we must develop a co—operative approach
for tackling environmental issues. Industrial countries
shduld set an example and thﬁs encourage developing countries
and,Centfalland East European natidﬁs to pléy their part. \
Co-operation is also required on regional problems. In this
context, we welcome the consensus reached on the Environmental
Protocol of'thé Antérctic Treaty, aimed at reinforcing the
environmental preservation of this continent. We note the
goéd progréss of the Sahara and Sahel Observatory as well_as

the Budapest Environmental Centre.

50. The UN Conference on Environment and Developmgnt (UNCED)
in 'June 1992 will be a landmark event. It will mark the
climax of ﬁany international environmental négotiations. We
commit ourselves to work for a successful Conferencé and to

give the necessary political impetus. to its preparation.

51. We aim to achieve the following by the time of UNCED:-
a) an effective framework convention on climate
change,. containing appropriate commitments and
addressing all. sources and sinks for greenhouse gases.

We will seek to expedite work on implementing
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protocols to ieinforce the convention. All
participants should be committed to design and
implement concrete strategies to limit net emissions
of greenhouse gases, with measures to facilitate
adaptation. Significant actions by industrial
countries will‘encourage the partiéipéﬁion of
developing and East European countries, which is

essential to the negotiations.

b) agreement on principles fof the management,
conservation and sustainable development of all types
of forest, leading to a framework convention. This
should be in a form both acceptable to the developing
countries where tropical forests grow and consistent
with the objective of a global forest convention or

agreement which we set at Houston.
52. We will seek to promote, in the context of UNCED:

a) mobilisation of financial resources toAhelp
déyeloping_countriés tackle environmental proklems.

We support the use of existing mechanisms for this
purpose, in pérticular the Global Environment Facility
(GEF). The GEF could become the comprehensive funding

mechanism to help developing countries meet their
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obligations under the new environmental conventions.

b) encouragement of an improved flow of beneficial
technology to developing countries, making use of

commercial mechanisms.

c) a comprehensive approach to the oceans, including
regional seas. The environmental and economic
importance ‘of oceans and seas means that they must be

protected and sustainably managed.

d) further development of international law of the
environment, drawing inter alia on the results of the

Siena Forum.

e) the reinforcement of international institutions
concerned with the environment, including the United
Nations Environment Programme (UNEP), for the decade

ahead.

53.: We support the negqtiation, under the auspices of UNEP,
of an acceptable framework convention on biodiversity, if
possible to be concluded next year. It shouid concenﬁrate on
profecting ecosystens, particularly in species-rich‘areas,

without impeding positive developments in biotechnology.
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54. We remain concerned about the destruction of tropical
forests. - We welcome. the progress made in developing the pilot
prooramme for the conservation of the Brazilian tropical
,forest which has been prepared by the Government of Brazil in
consultatlon with the ‘World Bank and the European Commission,
in response to the offer of co-operation extended following
thefHouston Summit. We call for further urgent work under the
auspices of the World Bank, in ‘co—operation with the European
Commission, in the framework of appropriate policies and with |
carefui attention to economic,'technical and social issues.

We will seek financial support for the successful
implementation of the preliminary stage of tne pilot programme
from all potential sources, including the private sector,
non-governmental organisations, the multilateral development
banks,"and the Global Environmental Facility. When details of
the programme have been resolved, we will consider
supplementlng these resources with bilateral a551stance, so
that progress can be. made on the ground. We belleve that good
progress with this project will have a benef1c1al 1mpact on
theftreatment of forests at UNCED. We also welcome the spread

of'debt for nature exchanges, with an emphasis on forests.

55." The burning oil wells and polluted seas in the Gulf have

shown that we need greater international capacity to.prevent
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and respond to environmental disastefs. All international and
regional agreements for this purpose, includihg those of the
Inté;national Maritimé Organisation (IMb), should be fully
implemented. 'We welcome the decision by UNEP to establish an
experimental centre for urgent environmental assistance. In-
the hight of the recent storh damage in Bangladesh, we
encoufage the work on flood alleviation under-the‘auséices of

the World Bank, which we called for at the Arch Summit.

56. Living marine resources threatened by over-fishing and
other harmful practices should be protected by the
implementation of measures in accordance with international
law, We urge control of marine pollution and compliance with
the‘regimes established by regiénal fisheries organiéations

through effective monitoring and enforcement measures.

57. We call for greater efforts in co-operation in

environmental science and technology, in particular:-

a) scientific research into the global climate,
including satellite monitoring and ocean observation.
All countries, including developing countries, should
be involved in this research effort. We welcome the
development of information ser&ices for users of earth

observation data since the Houston Summit. -

PAGE 24



' PAGE 25

DRAFT 17/7/91

b) the development and diffusion of ehergy and
environment technologies, including proposals for

innovative technology programmes.
Drués

58./ We note with satisfaction progress made in this field
since our Houston meeting, notably the entry-into force of the
1988 United Nations'éonvention Against Illiciﬁ_Traffic in
Narcotic Drugs and Psychiatric Substances. We welcome the -
formation of the United Nations International‘Drugs Control

Programme (UNDCP).

59. We will increase our efforts to reduce the demand for
drugs as a part of overall anti-drug action programmes. We
maintain our efforts to combat the scourge of cocaine and will
-matqh these by increased attention to hgroin,'still the
principal hard drug in Europe and Asia. Enhanced co-operation
is needed both to reducé production of heroin in Asia and to
chegk its flow into.Europe. Political changes in Ceﬁtral and
Eastern Europe and_the_opening of £rontiers there hgve
increased the threat‘of.drug misuse and facilitated illicit
trafficking, but have also given greater scope for concerted

Europe-wide action against drugs.
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60. . We applaud the efforts'of the "Dublin Group" of European,
North American and Asian governments to focus attention and
resources on the probléms of narcotics production and

trafficking.

61. We commend the achievements of the task-forces initiated
by previous Summits and supported by an increasing number of:

countries:-

a) Wé urge all countriesAto take part in the
international fight against money laundering and to
cooperate with the activities of the Financial Action
Task Force (FATF). We strongly support the agreement
on a mutual evaluafion process of each participating
country’s progress in implementing the FATF
recommendations on money laundering. We endorse the
recommendation of the FATF that it should operate on a
continuing basis with a secretariat supplied by the

OECD.

b) We welcome the report of the Chemical Action Task
Force (CATF) and endorse the measures it recommends .
for countering chemical diversion, building on the

1988 UN Convention against drug trafficking. We look
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forward to the special meeting in Asia, éoncentrating_
on heroin, and the CATF meeting due in March 1992,
'which should consider the institutional future of this-

‘work.

62. We are concerned to imérove the capacityfof law
enforcement agencies to target illicit drug movements without
hindgring‘the legitimate circulation offpersons4and goods. We
invite the Customs COQperation Council to stréngthen its
cooperation with associations of international. traders and
carriérs for this pﬁrppse and to produce a. report before our

next‘Summit.
Migration ' .

63. . Migration has‘made and can maké a valuablg.contribution
to economic and social development, under appropriate
cqnditions, although there is a growing concééglasaut
wofidwide migratory pressures, which are due to a variety of
pol;tical, social and economic factors. We welcome the

increased attention being“given these issues by the OECD and

may wish to return to them at a future Summit.

Next meeting

64. ' We ‘have acceptéd an invitation from Chancellor Kohl to

hold our next Summit in Munich, Germany in July 1992.



SOVIET UNION AT THE ECONOMIC SUMMIT -

As we approach the Economic Summit, it looks, as if there will be agreement
among the Heads to support your proposal for a special relationship for the
Soviet Union with the IMF and World Bank.

This will allow the Heads to tell Gorbachev that the economic reform process can
begin immediately with these institutions.

However, there is also an attempt being made to have the Heads create a process
for dealing with the Soviet Union after the Summit so that Gorbachev isn’t made
to feel that the Soviet Union is being handed over to the IMF like a developing
country.

To create the kind of continuing political relationship some countries believe is
required, they are proposing that a process be created after the Summit whereby
contact can be maintained by the Heads of State and Gorbachev.

This process would involve the formation of an informal group made up of the
Summit Sherpas, which would coordinate Soviet issues and the relationship
between the Soviet Union and the international institutions. In addition to
-Sherpas from the G-7, it would include representatives from the EC, the IMF, the
World Bank, and the EBRD.

I believe this steering group approach poses dangefs for the United States for the
following reasons:

(1) * It will tend to further institutionalize the Summit, turning a three day
meeting into a year-round process.

(2)  Settingup a Shefpa steering group to conduct the broad G-7 relationship
.. with the Soviets on a consensus basis will bureaucratize the process just as
the Sherpas have already bureaucratized the Summit.

(3)  Our viewpoint on Soviet issues is different and should not be submerged in
a consensus-oriented group. '

. 4) * Our bilateral relationship with the Soviet Union should reflect our basic
national interests on a wide range of U.S. foreign policy interests. These
could get badly mixed up in a Sherpa steering group approach.
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On the other hand, certain Soviet economic issues may lend themselves to a group
approach within the existing fora.

If there are specific problems that lend themselves to a group approach, then we
should be willing to form on an ad hoc basis a G-7 group of experts to deal with
that particular issue. There would be no continuing link with the Summit and
once the issue is dealt with, the group would be disbanded.

- An example of this might be the request we expect from Gorbachev to
address the urgent question of restructuring Soviet external debt.

Resisting an extension of the Sherpa process would avoid institutionalizing the
entire Soviet relationship, annualizing the Economic Summit into a permanent
process for the Soviet Union to exploit, and allow us to field the necessary
expertise for whatever specific assignment was agreed to be worth undertaking on
a group basis.
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I thought you might like to see our reply to the
British draft theme paper for the London Economic
Summit, particularly because of its references to
the environment. This will give you a good sense
of what issues will be covered during the next
four Sherpa meetings. I will continue to keep
you posted as we move closer to the Summit.

I would appreciate your keeping this close hold,
but will be interested in hearing any suggestions
you might have. In my absence, you can reach
Bob Fauver (647-6904), who is coordinating the
summit issues here at State and will be the
principal point of contact.

y

Bob Zoellick

Attachments: As stated.
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THE COUNSELOR
DEPARTMENT OF STATE
WASHINGTON

March 29, 1991

Nigel Wicks, CVO CBE.
Second Permanent Secretary
H.M. Treasury,

London, England

Dear Nigel,

Thanks for the prompt distribution of the draft theme paper. I
second your hope of shifting to a shorter, more focused paper
that proposes issues for discussion for our leaders. I also
wholeheartedly support the idea of a short communique -- one
that truly reflects leaders' involvement. If we all agree to
aim for a short release we will have to resist attempts to

include new topics. (Perhaps our own budget agreement provides
a guide -- new issues are added only if existing issues are
dropped!)

Instead of providing you with language edits, I have opted for
offering suggestions by category. 1I'll reserve specific
language for a later draft. If you would prefer language
edits, let me know and I'll be pleased to send them along.

Introduction (paras 1-3)

This section will undoubtedly evolve as events unfold nearer to
the Summit. We agree that the idea of strengthening the
international order is a good overriding theme. As you
suggest, we believe that it is broader than a legalistic
concept. Therefore, "upholding the rule of law" is a necessary
but not sufficient condition for a strong international

system. We need a broader view of responsibility-sharing.
National economic and political policies have wider
implications; many of these policies need to be examined within
a world context. This concept is implicit in your draft, but
you may wish to emphasize it more in the introduction.

The difference between items (a) and (b) on page two
(instruments of cooperation vs. the principle of multilateral
cooperation) is not fully clear to us. (Is it an emphasis on
"making full use" in (a) and "extending" in (b)?) Perhaps you
could sharpen the point by offering multilateral examples --
e.g., strengthening the trading system (through Uruguay Round
success) and the economic policy coordination process.



.-

More generally, all of the "focus" issues might benefit from
the inclusion of examples, where possible.

Economic Policy (paras 4 - 8)

A key purpose of the eventual communique ought to be to instill
some degree of public confidence about overall trends in the
global economy. Our sense is that the overall picture
presented in the paper is too tentative and negative, with the
positive elements of the situation not given enough emphasis.
We should be prepared to use the Summit communique to give a

nudge to a recovery that should be emerging by then.

More specifically, we see too much emphasis on the "kill
inflation at any cost" theme, and too little on the need for
stronger growth and on the positive implications of stronger
growth for achieving other shared objectives.

- To say that unemployment rose "from low levels" seems
correct for the United States, but inaccurate for the
European members of the G-7. Unemployment had been
historically high in most of Europe before the
economic slowdown began (e.g., around 10 percent in
France).

- We believe there is more to monetary policy than
"reducing inflation and keeping it low" (para 7 (b)).
A prudent monetary policy is also one that
accommodates sufficient growth and investment. As a
general matter we would be reluctant to get into much
detail on appropriate monetary policy, and we do not
believe it appropriate to concentrate solely on the
U.S. or the "credit crunch.”

- While the notion of potential growth can be useful in
some contexts it is too often used, as here, to
suggest performance limits for individual economies
that are somehow immutable. This may be true in the
long run but need not be in the short run. The fact
is that at least 3 of the 7 Summit economies are in
recession, and that there is a powerful case for
striving for stronger growth.

The treatment of fiscal policy is one dimensional, making a
blanket argument for lower deficits everywhere. We believe the
issue needs to be treated more fully.
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- In paragraph 4, the fact that the budget transactions
associated with S&L assistance are increasing the U.S.
deficit is mentioned without any discussion that these
transactions have little effect on credit markets or
on the economy. (That the economic effects are small
was discussed thoroughly at the March 1991 Working

Party 3 meeting.)

- Also in paragraph 4, the mention of "cyclical" factors
contributing to budget deficits is an opportunity to
mention that -- at least in the United States --
progress continues to be made in reducing the
"structural” deficit. 1In any case, mentioning the
"cyclical" effects without mentioning the "structural"”
effects is misleading.

- In Germany, for example, some fiscal deterioration
would seem a legitimate price for a political (and
long-term economic) advance of enormous importance.

- Additionally, the recent (partially cyclical) fiscal
deterioration in some countries occurred against the
background of a secular improvement. The larger point
is that sound policies, steadfastly pursued, improve
our ability to deal with adverse conditions when they

arise.

The fiscal issue is of course one element of the larger issue
of national saving. We believe the paper's emphasis on higher
saving everywhere may overlook the point that how the savings
are put to use is also of fundamental importance.

A focus on structural improvements (para 8 (d)) is welcome,
though it is not clear how much can be said in the way of
specifics. If a list is to be made, we might seek to be more
specific on what is encompassed by "greater competition.”
Would this include the whole range of regulatory issues (e.g.,
financial market deregulation, distribution systems, foreign
direct investment) or is something more narrow actually meant?

Trade (paras 9 - 14)
We would like to see a reference to the Houston Summit to
highlight that this is "unfinished business". It would be

useful to remind leaders of this key unfulfilled commitment.

The reference to Central and Eastern Europe is very important
to world trade liberalization. (As a more general point, I
hope the London Summit can help us "take stock" of events in
Central and Eastern Europe since Paris, so we can give a
renewed push to our efforts to help these emerging democracies

succeed.)



—4-

The discussion of agriculture should add reductions in export
subsidies to the list of internal support and market access to
complete the trilogy of needed reforms. We should also include
a reference to reaching agreement on sanitary and
phyto-sanitary issues. This section also seems to have dropped
investment as an important subject of the negotiations.

We believe that a full, meaningful completion of the Round is
more important than an early finish. Perhaps more emphasis on
the quality and scope of the final product would help leaders
grapple with the tough choices. Reference to an ambitious
package of agreements could help sharpen the intent of this
section. That said, we need to find an approach to the Round
that stresses the need for a new impetus from our leaders so we
can seek to secure completion or major progress by year's end
—— or some such timeframe. Early completion is desirable to
boost market confidence and global economic growth. It would
indeed "strengthen the international order".

In line with the view that we should cut topics if others are
to be added, I would urge dropping discussion of a future World
Trade Organization. While I understand the
"institution-building" theme, I worry that a focus on vague
future forms may well divert us from hard work that needs to be
done now. I think this issue is best put off until we complete
the Round and are able to evaluate its outcome in strengthening

GATT rules.

Energy (paras 15-16)

The energy section forgoes an unusual opportunity to affirm and

extend Western energy security policies. In view of the major
“test posed by the Gulf war, it could draw the following lessons:

-— The world depends on oil, most of which is in the Gulf
area. As long as Middle East politics are troubled,
our energy security is at risk. But risks can be
reduced by certain multilateral energy policies.

-— Strategic oil stocks proved an effective counter to
the threat to supply posed by Saddam. All OECD
countries ought to build up strategic stocks and
coordinate their use through the IEA.

-— Markets worked. They efficiently reallocated oil and
evoked new supply to offset four million barrels per
day lost from Iraqgq and Kuwait.

- Close consultation among consumer countries in the IEA
assured the world that it had good information about
market fundamentals.
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The European Energy Charter looks like a Community proposal
toward a pan-European "common market" in energy. As proposed,
it is not a G-7 initiative. Redeveloping the Soviet and
Eastern European energy sectors should not be exclusively
European, but rather a joint cooperation effort. To be a G-7
jnitiative, an "energy charter": should be a regime open to
all (e.g., not be exclusively European); should be designed to
improve conditions for greater private sector investment and
expanded energy markets in the USSR and Eastern Europe; and
should emphasize helping these nations deal with transition to

a market econony.

I have sought to alert our Community colleagues to the risks of
mishandling this item. You will not be surprised to learn that
the Soviets are extraordinarily eager to engage the skills,
technology, and strength of the U.S. energy industry. To be
frank, the Soviet energy people like to "think big", a trait
they associate with us. In any case, energy development there
and in Eastern Europe won't exclude us, the Canadians, the
Japanese and others who can play a helpful role. I hope,
therefore, we can make this project into a transparent effort
to develop property, contract, and other rules to encourage a
truly multilateral effort. It would be a shame if it became a

point of friction.

Central and Eastern Europe (paras 17-19)

I think this is a key strategic item under your theme of
strengthening the international order. As I noted above, this
Summit offers an excellent opportunity to "take stock" of the
events of 1989-90, and then focus G-7 (and others') efforts. 1
believe that the economic discussion might be sharpened and
raised in priority relative to other issues for this Summit.

The paper needs to underscore the importance to the world of
political and economic success in Central and Eastern Europe,
where nascent democracy and market economies are under severe
strain. We will want to emphasize that there are two sides to
open markets. Central and East European countries must
liberalize their trade regimes, and open their markets to
foreign competition. But global markets similiarly need to be
open to Central and Eastern European goods. Assuring external
markets for production will reinforce domestic market reforms.

As a guide to Central and East European policymakers -- and as
a signal for future policy directions required for continued
jndustrial country help -- we may find it useful to note the

need to shift focus from emphasis only on macroeconomic
stabilization to structural and microeconomic reforms. This
shift is the key challenge for policymakers in that region
right now.
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Second, there is a need to emphasize the fundamental importance
of drawing private capital flows to these economies. While
governments can and must play a supporting role, we need to
focus public thinking on how to encourage private investment.
We may want to recognize steps Central and Eastern European
countries have already taken to open up investment. But we
will also need to stress the need to remove structural and
practical impediments so that foreign businesses that are
seeking to contribute to reconstruction and reform efforts in

the region can do so.

Third, while we want to integrate Central and Eastern Europe
into the global economic system, I believe that it is important
to emphasize that this cannot occur at the expense of the
international system that we are trying to strengthen. For
example, we should work to make sure that EC Association
Agreements do not violate GATT rules on MFN or FTAs.

On the political side, we should point out that security is a
broad concept encompassing political, economic and other ties.
We should seek to integrate Eastern Europe into the broadest
possible range of Western economic and political institutions.
(E.g., OECD, EC Association Agreements, COE, CSCE, NATO

liaison, etc.)

Soviet Union (paras 20-23)

While the IMF Report is old business, the Summit should
reiterate the validity of the recommendations as a way of
pressing the Soviets to implement serious market reforms (vs.
Pavlov's "return to order").

We need to give serious thought to highlighting a few key
messages for President Gorbachev to try to get his economic
program on a reasonable track. We're not doing the USSR or
outsiders a favor by ignoring the truth. For example, we might
bluntly say that (a) the current Soviet program won't work and
that they need (b) to establish basic property and contract
rights, (c) competition, (d) market prices, and, (e) a
market-based macroeconomic stabilization program. Then we
could note the West's willingness to assist in follow-up as the
Soviets move in the appropriate direction. The text might
emphasize supporting reform where it is taking place -- i.e.,
at the republic/local/cooperative level and the center, as
appropriate. However, we also need to emphasize the conclusion
of the IMF Report: that technical assistance, rather than
financial support, is appropriate.
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We should probably lower expectations of our leaders'
discussion of aid at this Summit by: (a) citing the IMF
Report; (b) noting that the Soviets are moving away from
reforms that would enable them to use it effectively; and (c)
pointing out that heavy Western lending is creating a debt time
bomb in the USSR given, among other things, its declining oil
production and exports. We should look for redoubled technical
assistance and other forms of aid that help needy people or
very directly support reform. Much of the real reform that
exists will involve the local/republic level or struggling

market sector (e.g., cooperatives).

We still support the integration of the USSR into the global
community, including economic institutions. IFI membership now
seems even more premature than it did last year given the
current slippage in reform efforts, but conditions may change
by the summer. However, and whenever we engage more fully, we
believe that Special Associate Status and technical assistance
will be the proper first response, SO we should stress them in

the paper.

The Middle East (paras 24-29)

This section may need to be deferred until our June meeting.

It will need to be revisited as the Summit nears so as to more
accurately reflect the situation. 1In particular, we believe
that the draft's focus on economic disparities in the region
may mislead as to relative priorities and their relation to
political tensions. We need to recognize the cooperative role
outsiders can play in the region. Also, we could note the
usefulness of economic integration not simply within the region
but also into the world economy.

In organizing my own thinking, I have relied on four categories
of work:

(1) Reconstruction: primarily a task for the Kuwaiti
government; Iragi reconstruction is dependent on

political developments.

(2) Economic Stability and Growth: Our "standard" work
with national governments, usually working through the
IFIs. We need to make sure we devote sufficient
attention to sound macroeconomic policy formulation to
foster economic growth and structural reforms, perhaps
with some new institutional support.
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(3) Economic Confidence Building Measures (CBMs): Joint
projects dealing with common problems -- such as
water, health, education-human capital, tourism,
transportation, etc. -- might complement our political
efforts to reduce tensions in the region. These must
be carefully orchestrated to support our diplomacy.

(4) More Effective Links with the Global Economy:
Increasing the outward-orientation of these nations.

Once we determine our tasks under these four headings, we can
assess what new or modified institutions might be supportive
(e.g., a regional development bank or special World Bank
facility to help address the second task and to complement the
third (CBM) objective by offering greater regional cohesion).

We may find this logic useful as events unfold.

Developing Countries (paras 30-33)

This is a generally well done section; it raises the key
issues. We hope that the leaders will agree that progress on
the Brady plan is welcomed. They might encourage further
commercial bank packages and avoid leaving the impression that
major creditor countries are responsible for debt problems.

I believe the draft correctly points out that the focus on debt
discussions this year is likely to be on official debt
reduction.

Environment (paras 35-36)

I appreciate your interest in trying to focus attention on a
few, special environmental issues. This effort might be
enhanced if we can bring the issues together under an
overarching theme. One such theme that comes to mind is the
integration of environment and economics. Given your focus on
the UNCED, it might be possible to pull the diverse -issues
together in this way.

While we agree that it may not be necessary to reiterate
accomplishments from past Summits, we do believe it is

important to note progress on critical issues. One such issue
is negotiating a global forest agreement. We would like to see
a more detailed discussion of the progress made toward our goal.

It seems to me that we might want to add as issues: (a)
promoting global change/environmental research and monitoring;
and (b) promoting debt for nature programs with an emphasis on
forests. These both involve economics and the environment.
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As you correctly note, negotiations on a framework convention
on climate change are underway. As you know, these
negotiations involve some very contentious issues that we are
not going to resolve through the Sherpa process. In
particular, we strongly disagree with the specific protocols
you cite (emissions and forests). More generally, I feel that
specific protocols should be negotiated after a framework
convention is in place. We would like this reference deleted.

Drugs (paras 37-38)
We will wait to factor in the results of ongoing discussions of
the Dublin Group, Chemical Action and Financial Action Task
Forces.
Hope you find these suggestions helpful.

Sincerely,

%

Robert B. Zoellick
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THE SECRETARY OF THE TREASURY
WASHINGTON

June 25, 1991

MEMORANDUM FOR THE PRESIDENT THE CHIEF of STAFF
seen

FROM: NICHOIAS F. BrRaDY LS has

SUBJECT: G-7 MEETING IN LONDON, JUNE 23 - SOVIET ISSUES

The G-7 met in London on Sunday and had a full discussion of
Soviet issues. This paper outlines our key observations,
followed by individual country views.

1. We were told by some Europeans of their concern that the
Administration appears to be closely involved and perhaps
supportive of the Harvard Group's work with Yavlinsky. It
was thought that this was encouraging expectations for the
"Grand Bargain" approach. We made clear that the Harvard
Group had no official standing with the Administration.

2. The Europeans and the Canadians are willing to consider
lifting the EBRD limitations on Soviet lending. Although the
U.S. and Japan both expressed opposition to lifting the
limitation, we believe Attali will encourage the French and
others to raise this issue with the Heads as a relatively
painless way to provide support to the Soviet Union.

3. We found the Europeans reluctant to discuss the Soviet-Summit
issue in specific terms or even to reveal their thinking in
any depth. The U.S. pressed the other countries for greater
specificity about their views both on how to manage the
Scoviet issue at the Summit and what approach should be taken
on the question of economic and financial assistance to the
Soviet Union. We expressed the view that unless the G-7
achieved better mutual understanding, there was a significant
risk that Gorbachev would be successful in dividing the Heads
at the Summit.

o For example, IMF Associate Status was supported but there
was not time for a specific agreement on how to present
this important concession to the Soviet Union in the best
possible light. The U.S. view is to dramatize the
significance of the Associate Status proposal. A risk
remains that the Europeans may support this proposal in
principal, but will still call for Soviet membership. We
have followed up with Managing Director Camdessus, who
supports the Associate Status approach, to enlist more
explicit support for our position from the Europeans.

‘86621 "O'3 ¥3d
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o In addition, there was much general talk about not
providing financial assistance. However, it seemed there
was a real inconsistency in European thinking because at
the same time they talked about the need to provide aid or
some sort of assistance.
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o The U.S. could not elicit specific discussion on the risks
of an approach which held out the prospect of financial
assistance subject to conditions for economic reform being
agreed to by the Soviet Union. There was a failure to
recognize the risk that such an approach which seemed
sensible initially wculd soon result in compromises on the
agreed conditions under pressure from the Soviet Union.

o On the question of the Soviet Union's external debt, there
was a clear understanding that the sharp rise in official
bilateral debt to the Soviet Union meant in fact that
official credit is in practice being used to pay off
commercial banks as they reduce their Soviet lending.
Again, there was an unwillingness to engage in a specific
discussion about the possibility of a Soviet default and
possible Paris Club rescheduling. It was clear that some
Europeans favor a preemptive approach to rescheduling;
i.e., refinancing and restructuring Soviet debt before the
Soviet Union builds larger arrears and defaults. Gorbachev
may well raise this question at the Summit. This is an
important issue because rescheduling would require Paris
Club conditionality, which is traditionally provided by an
IMF program. Rescheduling without successful reform would
simply cause Soviet debt to mushroom into unmanageable
proportions as was the case with Poland in the 1980s.

o Finally, there was a clear view around the table that the
Soviet Union may shortly enter into a financial and
economic emergency. There was some evidence of a concern
among the Europeans that hyper-inflation and crisis could
take hold in the USSR. That in turn would likely weaken
the DM and other European currencies. The G-7 Europeans'
general interest in supporting the DM against the dollar at
these levels at the meeting may well have reflected that
concern. However, there was no willingness to engage in a
specific discussion about whether Western financial
assistance should be provided to allay the effects of an
economic collapse.

In general, we were struck by the vagueness of the views
expressed and the apparent lack of thinking through all the
financial and policy implications of a Soviet request for
financial assistance at the Summit. For example, Germany
stressed the importance of a unified approach at the Summit and
underlined the importance of the Soviets solving their own
problems. But, they also talked vaguely of "aid and assistance"
and had no considered approach to the problem of how to deal with

- the Soviets at the Summit and afterwards if there is an economic

collapse.

The Soviet issue is extremely complex. It is difficult to reach
a conclusive judgment as to what is going on with our European
allies. We do not know the real reason for the lack of

SEERET-
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engagement by the Europeans at the G-7 Ministerial. Perhaps they
are simply befuddled by the complexity of the Soviet problem, or
perhaps they are planning to launch their own plan. The EC and
the European Heads of State meet June 29 and it is possible that
at that time (or in some other European forum) they could
announce an agreed position that would isolate us at the Econonmic

Summit.

We therefore returned to Washington with the view that the
Administration should define its fundamental interests and basic
approach to the Soviet Union before the Summit. Otherwise, we
may end up placing too high a priority on seeking a G-7 consensus
at the Summit which could be out of line with our national
interests on the Soviet issue.

Attachment

cc: Secretary Baker
General Scowcroft

SFERFT
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Individual Country Views

Germany

Minister Waigel believed that the Union Treaty in the Soviet
Union is the key to future developments. He expects Gorbachev to
sign the agreement with the Republics in the next few weeks and
said that even those Republics which do not formally sign the
agreement will derive some economic benefits (e.g., common
currency and a Customs Union), and make some financial
contribution to the Soviet Union.

He recognized that agreement on paper is not enough and that
Gorbachev's expectations are unrealistic with regard to matters
such as a rescheduling of Soviet external debt, the creation of a
foreign exchange stabilization fund, financial assistance for
importing consumer products, and assistance for energy,
agriculture and transportation. Waigel does not believe these
issues can or should be resolved at the Summit.

However, Germany believes that the Summit should agree on the
framework for proceeding with the economic reform process in the
Scviet Union and for dealing with Gorbachev's issues. Waigel
insisted that at the Summit, Gorbachev needs to give concrete
indications of his intentions and that the G-7 should use the IMF
and the World Bank as the basis for creating the framework Waigel
has in mind. He referred to the EC's SDR 400 million for
technical assistance as also being useful. Waigel also felt that
Gorbachev will need to make a clear commitment to welcome all
foreign investment in the Soviet Union.

United Kingdom

Chancellor Lamont expressed similar views. He stressed, as did
all the Finance Ministers, that issues concerning the Soviet
Union were a matter for the Heads of State at the Summit. He
also reflected the view of many other Ministers that the Summit
should not make financial decisions despite. the fact that there
will be great pressure generated by Gorbachev's presence. Lamont
indicated, however, that he believed there would need to be "some
aid" at "some point" for the Soviet Union and that the IMF could
be helpful in the conditionality.

France

Beregovoy strongly endorsed the view that the Soviet issue was a
matter for Heads at the Summit. The central question was
political; namely, the relationship between the Center and the
Republics. At the moment, it is not clear that Gorbachev can
impose his will on the Republics. Probably, there will be many
difficult problems in the next few months. Beregovoy firmly
supported IMF Special Status but went on to advocate giving aid
to the Soviet Union on the basis that it should be conditioned by
and directed through the IMF. He clearly saw the Soviet Union's
Special Associate Status with the IMF as a brief transition to
full membership. France strongly favors lifting the limitation

on Soviet lending in the EBRD. DECLASSlFIED
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Canada

Canada supported Special Associate Status with the IMF but
indicated a willingness to look at relaxing the EBRD's limitation
on lending to the Soviet Union, provided the Soviet Union commits
itself to basic reforms.

Canada's Finance Minister clearly recognized the political risk
for the Heads approaching the Summit without a clear
understanding of what the approach to the Soviet Union would be.
He was firmly against discussing financial assistance from
Canada. '

Ttaly

Minister Carli was deeply concerned about the Soviet Union
situation and did not believe financial assistance would make
much difference to the course of events. He referred to Yeltsin
as a Slavic version of Peronism but perhaps more dangerous
because he is less corruptible.

Carli believes the Soviets cannot be allowed to think that they
deserve financial assistance. Their people have not been
educated to make economic decisions or to challenge the views of
those in authority above them. 1In Carli's views, there is little
basis for fundamental economic reform in the Soviet Union.

Japan

Minister Hashimoto supported Special Status for the Soviet Union
with the IMF but stressed that this should not be premised on the
provision of financial assistance. He supported the concept of
an IMF shadow program in order to develop a basis to proceed
further with the Soviet Union. There should be no aid given to
the Soviet Union unless basic conditions are met by the Soviets
in an economic reform program. Minister Hashimoto also drew
attention to the difficulties in dealing with the six Republics
which have not agreed to remain in the Soviet Union.

Hashimoto supported keeping the EBRD limitations on lending to
the Soviet Union in place but seemed willing to review this
matter later in light of Soviet progress.

SEEREP
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United States Debt Exposure to USSR

Current Official Exposure
(Disbursed as of 5/1/91)

Current Commercial Bank Exposure

Total Current Exposure

Additional Undisbursed Ofﬁcial Commitments

CCC $1.7 billion
Eximbank 0.3 billion

Total Potential Exposure

$0.8 billion
$0.3 billion

1.1 billion

$2.0 billion

$3.1 billion



USSR Total Debt by Country

($billions) -
Country | Official Commercial | Total ~ Share of Total

Germany 7.5 7.7 152 29% |
France 2.2 6.9 9.1 ) 17%
Japan 2.2 6.3 8.5 - 16%
Italy 2.9 3.4 6.3 12%
Austria 1.9 38 5.7 11%
United Kingdom 1.0 4.3 53 10%
United States 0.8 0.3 1.1. 2%
Canada 0.5 0.0 0.5 1%
Other 1.4 | - 0.0 1.4 2%
Total v 20.4 32.7 53.1 100%

Source: Paris Club, BIS

Note: Official Debt as of May, 1991
Commercial Debt as of December, 1990



USSR Official Debt by Country

($billions)

I Country As of 1/1/91 As of 5/1/91 Share of May 1 Total ]
Germany 2.3 7.5 | 37%
Italy 0.7 2.9 14%
France 2.1 2.2 11%
Japan- 1.5 2.2 11%
Austria 1.9 1.9 9%
United Kingdom 0.9 1.0 5%
United States 0.0 0.8 4%
Canada 0.1 0.5 3%

| Other 0.9 1.4 6%

[ Total 10.4 20.4 100%

Source: Paris Club

Note: Includes both government loans and credit guarantees.



USSR Commercial Debt by Country

($billions)

‘ Country As of June, " As of December Share of 12/90 Total l
‘ 4 | 1990 - 1990 . |

Germany 7.1 7.7 24% |

France 4.0 6.9 21%

Japan 6.3 63 19%

United Kingdom 1.4 4.3 13%

Austria 2.8 3.8 12%

Ttaly 3.4 34 10%

United States 0.3 0.3 1%

Canada ' 01 0.0 | 0%

Other 2.0 0.0 0%

Total 28.2 32.7 100%

Source: BIS
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