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The French Government intends to pursue its policy aimed at 
reducing inflation, moderating income growth, and achieving 
continued improvements in external accounts. It will further 
intensify its efforts to speed up structural adjustment and 
modernization and thus lay the basis for job-creating growth. 

Therefore, it is committed: 

1. To maintain an appropriate policy mix in order to bring 
down inflation to the level experienced by its main 
partners. 

2. To secure the attainment of monetary aggregates growth 
targets, consistent with decelerating inflation. 

3. To continue controlling public expenditures so as to 
allow for a reduction in the tax burden while reducing 
the government borrowing requirement. 

4. To foster investment recovery by continuing to improve 
financial conditions in the business sector. 

5. To take further steps ,towards liberalization and 
modernization of financial markets, and increased 
competition in the financial sector so that the leading 
role of interest rates be comforted and financial 
intermediation costs be alleviated. 

6. To improve the functioning of labor markets and 
facilitate job creation, by designing a most innovative 
and active policy in the field of education and training 
and by fostering constructive discussions between social 
partners. 



The Federal Republic of Germany, which is already embarked on 
a course of steady economic recovery based increasingly on 
internally generated growth, will continue to implement policies 
to sustain and extend the progress achieved in strengthening the 
underlying conditions for continuing, vigorous, job-creating 
growth in the context of stable prices and lower interest rates. 

In particular, the Federal Republic of Germany will implement 
policies with the following explicit intentions. 

1. The priority objective of fiscal policy is to encourage 
private initiative and productive investments and main­
tain price stability. 

2. Toward this end, the Federal Government will continue to 
reduce progressively the share of the public sector in 
the economy through maintaining firm expenditure control. 
The tax cuts due to take effect in 1986 and 1988 form 
part of the ongoing process of tax reform and reduction 
which the Federal Government will continue in a medium­
term framework. 

3. The Federal Government will continue to remove rigidities 
inhibiting the efficient functioning of markets. It will 
keep under review policies, regulations, and practices 
affecting labor markets in order to enhance the positive 
impact of economic growth on employment. The Federal 
Government and the Deutsche Bundesbank will provide the 
framework for the continuing evolution of deep, efficient 
money and capital markets. 

4. The fiscal policy of the Federal Government and the 
monetary policy of the Deutsche Bundesbank will continue 
to ensure a stable environment conducive to the expansion 
of domestic demand on a durable basis. 



The Government of Japan, noting that the Japanese economy 
is in an autonomous expansion phase mainly supported by domestic 
private demand increase, will continue to institute policies 
intended to ensure sustainable noninflationary growth; provide 
full access to domestic markets for foreign goods; and inter­
nationalize the yen and liberalize domestic capital markets. 

In particular, the Government of Japan will implement 
policies with the following explicit intentions. 

1. Steady implementation of the Action Program announced on 
July 30 for the further opening up of Japan's domestic 
market to foreign goods and services. 

2. Full utilization of private sector vitality through the 
implementation of vigorous deregulation measures. 

3. Flexible management of monetary policy with due attention 
to the yen rate. 

4. Intensified implemention of financial market liberaliza­
tion and internationalization of the yen, so that the yen 
fully reflects the underlying strength of the Japanese 
economy. 

5. Fiscal policy will continue to focus on the twin goals of 
reducing the central government deficit and providing a 
pro-growth environment for the private sector. Within 
that framework, local governments may be favorably 
allowed to make additional investments in this FY 1985, 
taking into account the individual circumstances of the 
region. 

6. Efforts to stimulate domestic demand will focus on 
increasing private consumption and investment through 
measures to enlarge consumer and mortgage credit markets. 



The British Government will continue to pursue policies 
designed to maintain downward pressure on inflation; promote 
conditions that will sustain economic growth; limit the burdens 
imposed on the economy by the public sector; foster an economic 
environment which encourages innovative industrial investment and 
enterprise; and remove impediments and increase incentives to 
people and firms creating and looking for jobs. 

In particular, the British Government intends: 

1. To maintain a firm counter-inflationary monetary policy 
and strict control of the level and rate of growth of 
public sector expenditure. 

2. To reduce the burden of taxation, in order to improve 
employment incentives. 

3. To transfer further substantial areas of public sector 
industry to the private sector. 

4. To take additional measures to remove impediments to the 
effective working of the labour market, including the 
reform of Wages Councils. 

5. To get rid of or ease a wide range of bureaucratic 
burdens on industry in the fields of planning, taxation, 
health and safety, transport and elsewhere. 



The United States Government is firmly committed to policies 
designed to: ensure steady noninflationary growth; maximize the 
role of markets and private sector participation in the economy; 
reduce the size and role of the government sector; and maintain 
open markets. 

In order to achieve these objectives, the United States 
Government will: 

1. Continue efforts to reduce government expenditures as a 
share of GNP in order to free up resources for the 
private sector. 

2. Implement fully the deficit reduction package for 
fiscal year 1986. This package passed by Congress and 
approved by the President will not only reduce by over 
1 percent of GNP the budget deficit for FY 1986, but lay 
the basis for further significant reductions in the 
deficit in subsequent years. 

3. Implement revenue-neutral tax reform which will encourage 
savings, create new work incentives, and increase the 
efficiency of the economy, thereby fostering 
noninflationary growth. 

4. Conduct monetary policy to provide a financial 
environment conducive to sustained growth and continued 
progress toward price stability. 
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Coordination with NSC Staff on G-5 Initiative 
and Debt Discussions 

Referencing our memo of September 23 (Log 7551) regarding your 
conversations with Secretaries Shultz and Baker and 
coordination of above initiatives with NSC staff, I would add 
the following recommendation: 

That you ask for a full briefing for me and Dave Wigg on the 
aforementioned including specifics on the G-5 meetings -- what 
was decided, how much committed, etc. This is terribly 
important in terms of our need to know in planning trade 
strategy and specifically the May economic summit. 

Approve Disapprove 


